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HOUSE OF REPRESENTATIVES—Tuesday, March 10, 1992

The House met at 12 noon.

The Chaplain, Rev. James David
Ford, D.D., offered the following pray-
er:

Let us learn from one another, gra-
cious God, and be concerned about each
others’ needs, remembering one an-
other in our thoughts and prayers. We
know that we live in families and com-
munities and are dependent on others
for sustenance and spiritual encourage-
ment. In this moment of prayer we re-
call with honor and thanksgiving those
in whose communities we have lived
and by whose nourishment we have
been fed with heavenly grace and
peace. Amen.

————

THE JOURNAL

The SPEAKER. The Chair has exam-
ined the Journal of the last day’s pro-
ceedings and announces to the House
his approval thereof.

Pursuant to clause 1, rule I, the Jour-
nal stands approved.

PLEDGE OF ALLEGIANCE

The SPEAKER. Will the gentleman
from New Mexico [Mr. SCHIFF] please
come forward and lead the House in the
Pledge of Allegiance.

Mr. SCHIFF led the Pledge of Alle-
giance as follows:

I pledge allegiance to the Flag of the Unit-
ed States of America, and to the Republic for
which it stands, one nation under God, indi-
visible, with liberty and justice for all.

MESSAGE FROM THE SENATE

A message from the Senate by Mr.
Hallen, one of its clerks, announced
that the Senate had passed a bill of the
following title, in which the concur-
rence of the House is requested:

S. 2324. An act to amend the Food Stamp
Act of 1977 to make a technical correction
relating to exclusions from income under the
food stamp program, and for other purposes.

The message also announced that the
Senate agrees to the amendments of
the House to the bill (S. 1467), ‘*An act
to designate the United States Court-
house located at 15 Lee Street in Mont-
gomery, Alabama, as the ‘Frank M.
Johnson, Jr. United States Court-
house’."”

The message also announced that the
Senate agrees to the amendments of
the House to the bill (S. 1889), “"An act
to designate the United States Court-
house located at 111 South Wolcott in
Casper, Wyoming as the ‘Ewing T. Kerr
United States Courthouse’.”

The message also announced that,
pursuant to Public Law 102-240, the
Chair, on behalf of the majority leader,
appoints F. Woodman Jones of Maine
and Frank Hanley of Maryland, as
members of the Commission to Pro-
mote Investment in America’s Infra-
structure. 5

The message also announced that,
pursuant to Public Law 102-240, the
Chair, on behalf of the majority leader,
appoints Leon Eplan of Georgia and
Wayne Davis of Maine, as members of
the Commission on Intermodal Trans-
portation.

INTRODUCTION OF THE
DEMOCRACY CORPS ACT

(Mr. MCCURDY asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr, MCCURDY. Mr. Speaker, today I
am introducing legislation which will
offer a bold alternative to recent sug-
gestions on how we should respond to
the crisis of the post-Soviet world. This
legislation, the Democracy Corps Act
of 1992, has bipartisan support and
poses a challenge to those who call for
America to ‘*‘come home’ and who may
cause us to fumble a once-in-a-lifetime
opportunity: a chance to help reshape
the political and economic future of
our former adversary.

The Democracy Corps Act will send
teams of professional Americans to the
new republics to help democratic re-
formers in the Commonwealth of Inde-
pendent States build the democratic
and free market institutions that must
serve as the foundation for lasting
change in these societies. This bill is
premised on the fact that free market
economies in the republics of the
former Soviet Union cannot be sus-
tained without institutions that pro-
vide for civil law, property rights, edu-
cation, and effective public administra-
tion.

Mr. Speaker, this legislation builds
on the concept the United States em-
ployed after World War IT when we suc-
cessfully established some 50 ““America
Houses'’ in western Germany. These
teams of Americans will work out of
“Democracy Houses” and remain in
the CIS for 2 years to provide expertise
in the development of democratic insti-
tutions and the free market. The De-
mocracy Corps will close down after 5
years and, therefore, not create a new
Federal bureaucracy.

Mr. Speaker, it is clear that the cri-
sis facing the new, independent repub-

lics goes beyond the need to create free
market economies and overcome the
shortages of food and medicine we so
often read about. We have attempted to
alleviate some of those humanitarian
concerns. But decades of totalitarian
rule have traumatized the vast peoples
of these countries not only in econom-
ics terms but also in their social and
political attitudes about the role of
government in a free society. Unless
those attitudes and values are changed,
the prospects for a peaceful transition
to democracy in the former Soviet
Union are unlikely.

It is in our national interest to en-
sure that this transition is successful.
This legislation is an attempt to move
this process forward, and I urge my col-
leagues to cosponsor the Democracy
Corps Act.

R —

DEPARTMENT OF MANUFACTUR-
ING AND COMMERCE ACT OF 1992

(Mr. HENRY asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. HENRY. Mr. Speaker, a national
strategy for maintaining and strength-
ening the U.S. industrial base is essen-
tial for our Nation's future economic
well-being. The global economy poses
challenges that are as important to
meet today as were the military chal-
lenges of our past. We can only main-
tain our preeminence as an industri-
alized nation if the Federal Govern-
ment and the private sector come to-
gether as never before to keep our
manufacturing base competitive in the
international marketplace.

There is no single cure for our di-
lemma. The recession has prompted a
number of simplistic calls for protec-
tionist and isolationist policies. While
we must get tough with our trading
partners to ensure a level playing field
for all U.S. manufacturers, it is dan-
gerous and irresponsible to suggest
that foreign trade barriers are solely to
blame for our economic woes.

As attractive as rhetoric bashing our
trade partners is to some Members of
Congress, the fact is that Washington
needs to take strong policy actions on
a number of fronts to ensure an Amer-
ica that competes, not one that re-
treats from the global market.

Not only must we break down those
barriers that keep U.S. goods out of
foreign markets; we need to press for-
ward on reforms that will lower the
cost of capital, liability, and health
care for U.S. companies. We need to fa-
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cilitate technology development. More
importantly, we need to formulate
policies that will create an efficient
means of transferring and applying new
technologies from our labs and univer-
sities to the manufacturing sector.

We must develop an educational sys-
tem that will enable future employees
to quickly adapt to a continually
changing high-technology workplace.
Likewise, we need to improve our work
force training systems for today’s em-
ployees. These are critical areas that
need to be addressed if we are truly
going to improve our industrial com-
petitiveness.

But because we have no coherent
strategy or Government office speak-
ing for U.S. manufacturers, we often
lose sight of how important our indus-
trial base is to the Nation. Manufactur-
ing is the force that creates jobs, drives
economic growth and innovation, de-
termines our standard of living, and
ensures our national security. As such,
the time has come for the Congress and
the administration to end the debate
over whether or not we should have an
industrial policy. We have one. The
only question is whether or not it is co-
herently articulated, visionary, and
comprehensive.

If we choose to open or close our
doors to Japanese automobiles, for ex-
ample, that is part of our industrial
policy. If we create a perverse tax in-
centive system that penalizes savings,
that is part of our industrial policy. If
we maintain a liability system that
forces a machine tool manufacturer to
spend five times more on liability in-
surance than he does on research and
development, that too is part of our in-
dustrial policy. Before today, though,
we were failing to face up to the fact
that Government action or inaction
has a great impact on our industrial
sector. We have lacked a disciplined
strategy to ensure our economic well-
being into the next century.

Regardless of whether we call it an
industrial policy or simply a competi-
tive strategy, as some people have sug-
gested, we must now focus on how we
might better coordinate our Federal
policies so that they are developed and
modified to the benefit of American
manufacturers.

As is called for in the legislation I
am introducing today, I believe our
first step in this process should be to
rename the Department of Commerce
as the Department of Manufacturing
and Commerce. This change must be
more than symbolic. It must change
the tone of the adversarial dialog that
has long existed between Government
and industry. It must also help redirect
our policies and priorities toward man-
ufacturing and foster the type of pub-
lic-private partnership that will be in-
creasingly necessary in the world mar-
ketplace of the 21st century.

A number of existing Federal pro-
grams are aimed at supporting our
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manufacturing base, and others could
be used to do so. But they are often dis-
jointed, duplicative, and difficult to ap-
proach—particularly for small manu-
facturers. Therefore, my proposal
would also set up a Manufacturing Ad-
visory Commission to examine the
Federal agencies, programs, and offices
charged with overseeing manufactur-
ing-oriented research and development,
technology transfer, education, and
trade policies. This Commission would
make recommendations on which pro-
grams and offices that are critical to
the manufacturing sector should be
consolidated into a single Office of
Manufacturing,

Over the past several months, I have
toured a number of the manufacturing
facilities in Michigan. I have listened
to scores of complaints and concerns
about what the Federal Government is
and isn’t doing to help them survive.
While some manufacturers point to
education reform, some to technology
application, and still more to trade
policy, the underlying sentiment is
that it is time for governmental action
that puts manufacturing into the fore-
front of Federal policy decisions. A
Manufacturing and Commerce Depart-
ment would do so.

The feeling out there is that we not
only have to compete against growing
foreign competition, but we must con-
tend with a Government that’s work-
ing against us. A manufacturer who re-
cently testified before the Technology
and Competitiveness Subcommittee
put it this way: “There are times when
most of us in manufacturing truly be-
lieve that there has been a subsurface
dislike toward, and distrust of us. If
the Congress and the administration
can positively change the tone of the
relationship—toward a partnership—it
is my belief that this will go a long
way toward insuring the future success
of manufacturing in the United
States.”

A Department of Manufacturing and
Commerce cannot fix all that is wrong
or maintain all that is right with our
industrial sector. However, it will set
us on the proper course and create a
foundation from which we can build a
coherent economic competitiveness
strategy.

PERMISSION FOR COMMITTEE ON
STANDARDS OF OFFICIAL CON-
DUCT TO FILE PRIVILEGED RE-
PORT

Mr. MCHUGH. Mr. Speaker, I ask
unanimous consent that the Commit-
tee on Standards of Official Conduct
have until midnight tonight to file a
privileged report.

The SPEAKER pro tempore (Mr,
FLAKE). Is there objection to the re-
quest of the gentleman from New
York?

There was no objection.
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LEGISLATION TO LOWER
AMERICA’S UNEMPLOYMENT RATE

(Mr. MAZZOLI asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. MAZZOLI. Mr. Speaker, reports
tell us that there is a 7.3 percent unem-
ployment rate in the Nation, a totally
unacceptable level of unemployment.
Something has to be done.

I have two suggestions which I think
are doable, and which I believe would
have an effect on that rate by reducing
it and putting America back to work.

One thing I would like to see happen,
Mr. Speaker, is passage of a public
works bill. I realize that over a period
of some time people have been reluc-
tant to support public projects because
these somehow produce leaning-on-
shovels kinds of jobs. Actually they are
very important and very fulfilling jobs.

There is a bill sponsored by the gen-
tleman from New Jersey [Mr. ROE] that
would create many public jobs. The
county of Jefferson, the city of Louis-
ville, have 100 million dollars’ worth of
programs ready to go that could fit
under that bill. I hope that bill passes.

I also think, Mr. Speaker, the Tax
Fairness and Economic Growth bill
should have in it a first-time home-
buyer tax credit which I think would
jump-start the housing industry and
give young Americans a piece of the
rock.

So certainly 7.3 percent unemploy-
ment is unacceptable. We can lower the
rate, and we should win these two
pieces of legislation.

JUST SAY IT: $1.56 TRILLION

(Mr. DELAY asked and was given per-
mission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. DELAY. Mr. Speaker, just say it,
$1.5 trillion, $1.5 trillion. Don't you
like the way it just rolls off of your
lips. For some, it takes almost no ef-
fort to say $1.5 trillion, it is painless.

Mr. Speaker, even though my col-
leagues on the other side of the aisle do
not find it bothersome to pass a $1.5
trillion budget agreement, the Amer-
ican people will. For they are the ones
who pay for this obscene budget by the
sweat of their brow.

I am tired of the politics-as-usual
crowd robbing Peter to pay Paul. They
do not seem to realize that when you
take from Peter to pay Paul, Peter
ends up laying off Paul. If the ill-ad-
vised budget agreement of 1990 taught
us anything, it is the lesson that when
you destroy growth incentives in the
workplace, the workplace becomes a
no-place. Instead of going to the assem-
bly line, workers go to the unemploy-
ment line.

The Democrat tax and spend budget
package uses sleight-of-hand tech-
niques to deceive the American people.
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Is that the best my colleagues on the
other side of the aisle can do for those
they claim to represent, the middle-
class, a 2-year tax credit? Come on, the
American people deserve more from
their elected leaders. They deserve real
incentives, real tax relief, and real op-
portunities, not tax credits in exchange
for a $77.5 billion tax increase. My con-
stituents are choking to death on in-
creased taxes. They can not stand fur-
ther ‘‘Democrat’’ prosperity.

Mr. Speaker, we have only 10 days
until the March 20 deadline. Congress
has the power to make a meaningful
difference in the lives of all Americans.
Pass the President's economic growth
package and pass out a ray of hope.

THE WRONGFUL DEPORTATION AC-
TION BY U.S. IMMIGRATION
SERVICE

(Mrs. SCHROEDER asked and was
given permission to address the House
for 1 minute and to revise and extend
her remarks.)

Mrs. SCHROEDER. Mr. Speaker, I
must say my patience is really running
out with the Immigration Service in
Denver, On Christmas Eve they deliv-
ered a deportation notice to a new
widow with a 4-year-old child who was
an American citizen. Meanwhile, they
have been saying any day they are
going to come take her away.

It turns out that the reason she is
having all these problems was a prior
lawyer gave her very poor advice.
There are all sorts of ways Immigra-
tion could deal with this, by giving her
humanitarian parole, but they refused
the pleas, they refused to answer them,
and they just seem to want to go their
own way.
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I want to say that this young woman
is now going to be one of the honorary
members of our St. Patrick’s Day pa-
rade in Denver, CO, because everyone
in Denver is really incensed about how
this woman is being treated.

I certainly hope the Immigration
Service takes it upon themselves to re-
view their files, understand what a hu-
manitarian role is all about and really
try and reclaim some honor in this in-
credible case that has gone on and on
much too long.

LEGISLATION TO REPEAL
SCHOLARSHIP TAX

(Mr, LEWIS of Florida asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.)

Mr. LEWIS of Florida. Mr. Speaker,
the 1986 Tax Reform Act contained
many harmful provisions, but fortu-
nately not all of them have been strict-
ly enforced by the IRS. Among these is
the provision which taxes college
scholarship money used to cover room
and board.
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Unfortunately, recent newspaper re-
ports say that the IRS is dusting off
this provision and may begin enforcing
it. The last thing any of us needs in the
midst of this recession is a tax in-
crease, even if it is one that was passed
6 years ago.

I'm taking the floor today to urge
my colleagues to take pre-emptive ac-
tion. I am asking you to cosponsor leg-
islation I am introducing to repeal the
scholarship tax.

Scholarship money used for tuition
and fees, books, and supplies, is still
tax-free. Scholarship funds used to pay
room and board are just as necessary,
and should also be tax-free.

At a time when we are so concerned
about our education system and pro-
viding our students access to college,
we do not need to add to our problems
by taxing scholarships.

It's difficult enough for most stu-
dents to scrape together the money to
go to college. Once they have won a
scholarship, they do not need Uncle
Sam stepping in and demanding a cut.

Let us stop the IRS from enforcing a
tax that should never have been passed.
Cosponsor my bill to repeal the schol-
arship tax.

UNITED STATES RESPONSIBLE
FOR OWN ECONOMIC WOES

(Mr. APPLEGATE asked and was
given permission to address the House
for 1 minute.)

Mr. APPLEGATE. Mr. Speaker, when
is America going to wake up? We tend
to want to bash the Japanese for bring-
ing all their products into this country
and buying this country, but it is not
their fault. It is our fault. It is the
Congress and the administration and
we that allow all of this to happen.

If Members have ever read the car-
toon, Pogo, he says, ‘I have seen the
enemy, and he is us.”

This administration had better start
to address the problems that confront
this country on trade, on competitive-
ness, on what we are going to do about
research and development, on educat-
ing our kids to keep them here so that
they can compete instead of inviting
our industries to go overseas to take
advantage of cheap labor, to allow
them to restrict our productivity. Let
me tell my colleagues something. The
newest unemployment rate is at T%
percent for the United States and going
up. I saw a bumper sticker recently and
it said, ‘““Saddam Hussein still has his
job. What about you?”

This is an election year, folks, and I
think we had better start listening to
the people who put us in office.

PUTTING ASIDE PARTISANSHIP TO
PASS PRESIDENT'S ECONOMIC
PACKAGE

(Mr. COX of California asked and was
given permission to address the House
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for 1 minute and to revise and extend
his remarks.)

Mr. COX of California. Mr. Speaker,
there are now only 10 days left before
the deadline of March 20 that President
Bush set for the liberals in Congress to
back off of partisan politics and deliver
an economic growth package to his
desk.

Is it not ironic that the center pieces
of the President’s program have a ma-
jority in this Congress sponsoring
them, and yet we cannot schedule them
for a floor vote? On passive loss, over
300 Members of Congress have spon-
sored legislation to permit once again
real estate professionals to deduct so-
called passive losses. A capital gains
rate reduction commands a majority in
this House and in the other body. Tax-
free withdrawals from IRA accounts for
first-time home buyers has well over
300 sponsors. It would take us 15 min-
utes to schedule a vote on these items.

Let us not lard it up with all of the
other $1.5 trillion worth of spending
that the liberals in Congress have in-
cluded in their budget that passed last
week. That budget, I should add, has a
built in $300 billion deficit.

There is not much question that the
Democrats are still the tax and spend
party they have always been. But there
is still time, 10 days before the Presi-
dent’s deadline, to change and join
with us on the other side of the aisle.
And there is certainly time between
now and the election to stop being the
tax and spend party and instead pro-
vide jobs and economic growth for the
unemployed and other Americans.

——

TIME TO GET THE OMNIBUS
CRIME BILL TO THE PRESI-
DENT’'S DESK

(Mr. SCHIFF asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. SCHIFF. Mr. Speaker, because of
recent events right here in the Capitol
Hill area of Washington, many of my
colleagues have been demanding more
and more effective efforts against the
crime problem. We have a device to do
that. Both the House of Representa-
tives and the other body have passed
their versions of an omnibus crime bill.

Where is that bill today? It got side-
tracked in a conference where the ma-
jority decided that it would only enter-
tain their proposals and not work with
the other side of the aisle, and that
doomed the bill at that time to a stale-
mate.

Mr. Speaker, violent crime is all
across the United States, and it is
right outside the door of this Chamber.
It is time that we set aside partisan-
ship and do something about it, and
that means to get the anticrime bill
back on track and send it to the White
House.
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SPENDING THE PEACE DIVIDEND

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Texas [Mr. DELAY] is rec-
ognized for 60 minutes.

Mr. DELAY. Mr. Speaker, I take the
well of the House for my special order
to discuss some things that are start-
ing to come out as a result of passing
out of this House a most egregious
budget that raises taxes and gives no
incentives whatsoever for growth, espe-
cially if you cut taxes in one hand and
take away that increase in capital by
taxing Americans with the other hand.
There is absolutely no growth poten-
tial there, and that is supposed to be
the growth package that the Demo-
crats are going to send to the President
before the deadline of March 20 in order
to stimulate growth in this country
and put us into a climate of creating
jobs and creating growth.

Of course, last week it was very evi-
dent that the leadership of this House
does not have even their own commit-
tees well in hand because we had to
vote on two options of budgets last
week, a plan A and a plan B, because
they could not decide on either one of
them, and they passed two budgets, one
based on breaking down the budget
agreement of 1990 and breaking down
the firewalls so that they can take the
peace dividend and spend it on other
programs, and what we are going to try
to show today is that all that is doing
is once again last week they raised
taxes, and this week they want to in-
crease spending, and here we go again,
the same business as usual. The Amer-
ican people get the shaft.

Mr. Speaker, it is amazing to me that
people really think that there is a
peace dividend. The Republican Study
Committee produced a paper on March
5 entitled ‘‘Spending the Peace Divi-
dend,” and I would like to start with
that paper, because I think it is very
well written and pretty well outlines
the problem as we see it today.

In 1990 the Democrats in Congress ne-
gotiated this budget deal with Presi-
dent Bush. In exchange for raising
taxes, Congress agreed to accept the
separate spending caps on defense,
international, and domestic discre-
tionary spending through the fiscal
year of 1993, and beginning in 1994, the
three categories will be merged into
one with a single overall cap on spend-
ing.

However, the Democrats are now
calling for an early end to the separate
spending caps. They hope that by
breaking down the firewalls between
defense and domestic programs, they
will be able to spend the peace divi-
dend. Unfortunately, the Democrats’
desire to spend the “‘peace dividend” is
based on two flawed assumptions.
First, the defense cuts proposed by
President Bush are a mere pittance in
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the face of the extravagant Reagan de-
fense buildup. Second, domestic spend-
ing is being starved by the austere
spending caps imposed by the 1990
budget agreement.

Now, historically defense spending
rises in response to a military crisis
and falls when the crisis ends. The
peace dividend represents the amount
of money made available for other pur-
poses by the reduction in defense
spending.

In the past both the rise and the fall
in defense spending occurs in a very
short period of time. For example, dur-
ing World War II, defense spending rose
from 8§75 billion in 1940 to $871 billion in
1945. By 1949 defense spending had fall-
en to $94 billion. During the Korean
war, defense spending rose from $94 bil-
lion in 1949 to a peak of $359 billion in
1953 before dropping to $265 billion in
1957. During the Vietnam war, defense
spending increased to $343 billion in
lg-?g before dropping to $258 billion in
1972.

Unlike the three previous cycles, the
Reagan defense buildup was not a di-
rect response to armed conflict involv-
ing U.S. military forces. In fact, the
Reagan buildup actually started under
President Carter. Defense outlays had
been on a steady decline ever since the
withdrawal of United States troops
from Vietnam. By 1978 defense outlays
had fallen to 4.8 percent of the gross
domestic product, the GDP, the lowest
level since the end of World War II.

Under Carter, defense outlays rose to
5.3 percent of GDP by the time that he
had left office in 1981. That represents
an increase of $37 billion.

Under President Reagan the defense
outlays peaked in 1986 at 6.5 percent of
GDP. In constant dollars, defense
spending peaked in 1987 at $343 billion.
Measured on the same basis as the
three previous defense buildups, this
represents a $52 billion increase.

In theory, the money saved from re-
ducing defense spending can either be
returned to the taxpayers in the form
of lower taxes and reduced borrowing
or it can be used to finance other Gov-
ernment spending.

Congress has shown a growing pro-
pensity to spend the peace dividend.
After World War II Congress increased
domestic spending by 8 cents for every
dollar in defense spending. This level
rose to 25 cents after the Korean war.
After the Vietnam war, Congress spent
$1.09 in domestic spending for every §1
in defense savings.

Following the Reagan buildup, Con-
gress spent $2.30 for every dollar in de-
fense savings. Under President Bush's
proposed budget, defense outlays will
fall to 4.7 percent of GDP in 1993, which
is lower than when President Carter
took office.

By 1997 defense outlays are projected
to decline to 3.6 percent of GDP. That
represents the lowest level in defense
spending since 1940.
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Now, in constant dollars, defense
spending will decline to $246 billion in
1997. That represents a $97 billion de-
cline from its peak in 1987 and a cumu-
lative $512 billion decrease since 1989
when President Bush took office.

Now, President Bush has already pro-
posed a substantial reduction in de-
fense spending, and calls for further de-
fense cuts are based on the claim that
domestic discretionary spending is
being starved by the austere spending
caps imposed by the 1990 budget agree-
ment, when, in fact, under the Presi-
dent’s budget domestic discretionary
spending is projected to increase by al-
most $15 billion this year. That is the
largest single-year increase since 1978.

The 1990 budget agreement left plen-
ty of room for growth in discretionary
domestic spending. By breaking down
those firewalls, Congress will destroy
any possibility of restraint in future
yvears. While the projected increase in
domestic discretionary spending is dra-
matic, the growth in total domestic
spending is almost unbelievable.

Under the President’s budget pro-
posal, total domestic spending will rise
to $975 billion in 1997. That is $256 bil-
lion higher than the amount spent in
1989, and cumulatively total domestic
spending is projected to increase by
$1.3 trillion above the level when Presi-
dent Bush took office.

Based on the President's budget pro-
posal, domestic spending will rise by
$2.55 for every dollar in defense cuts.
Unfortunately, given the track record
of the Democrats in Congress, the pic-
ture will likely get even worse.

The President routinely blames Con-
gress for increasing Federal spending.
The Democrats, in turn, point out that
if the President was really interested
in a balanced budget that he would
submit one. However, after clearing
away all of the rhetoric, one fact is
clear: For the past 10 years, this Con-
gress has routinely sent less than the
President requested for defense and
more than he requested for everything
else,

From 1982, the first budget submitted
by President Reagan, through 1991, the
last year for which final numbers are
available, Congress spent $95 billion
less than the President requested for
defense and $628 billion more on every-
thing else.

So during the decade of the 1980's
Congress consistently spent less than
the President requested for defense
while spending more than he requested
on everything else.
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Now that the President has joined to-
gether in calling for lower defense
spending, the temptation to spend de-
fense money on other programs is
greater than ever. However, contrary
to the public perception, Congress is al-
ready spending the peace dividend at a
record pace. President Bush's budget
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projects that by 1997 defense spending
will decline to its lowest level since
1940, measured as a percent of GNP or
as a percent of the total Federal out-
lays. Additional defense cuts below this
level should be based on the national
security need, not on a desire to fund
more domestic spending.

Furthermore, any enthusiasm for a
peace dividend should be tempered by
Congress' track record to date. Amer-
ican taxpayers can hardly afford $2.55
in domestic spending for every dollar
in defense cuts.

Mr. Speaker, what I tried to show
here, through the help of the Repub-
lican Study Committee, is that if we
look at what happened last week,
where they raised another huge
amount of taxes to the tune of some
$77.5 billion and made some attempt to
put some growth incentives in there,
gave a piddling amount of tax cuts for
the middle class—trying to buy off the
middle class—and you tie that increase
of taxes, taking away from the private
sector and putting it into the public
sector, and make suggestions of de-
stroying the firewalls so they can take
the peace dividend, which does not
exist, and spend it on their domestic
programs, we can see what is happen-
ing here. Indeed, they have raised taxes
on one hand, and now this week they
are going to have a bill on this floor
that removes the spending restraints.

This is the only good thing that came
out of the budget agreement of 1990.
They are going to remove those spend-
ing restraints so they will have an ex-
cuse to increase their domestic spend-
ing. In fact, this morning, just earlier
today, I had group after group coming
into my office and salivating over their
prospects of getting even more of an in-
crease in their spending budgets than
they originally thought would happen
this year. They are all over this Hill
today and they will probably be all
over this Hill until this matter is re-
solved, putting pressure on Members of
Congress to spend money on these spe-
cial little programs that everybody
loves. But I have got to tell the Amer-
ican people, Mr. Speaker, that we do
not have the money. There is no peace
dividend. When you are running $400
billion in deficits per year, there is no
peace dividend. It was spent many
years ago. All they want is an excuse
to increase spending, especially in an
election year, so they can buy off their
constituencies to vote for them during
this election year. That is the whole
goal behind what we are seeing, and it
is just amazing to me.

Mr. Speaker, I had to sort of borrow
from that grand gentleman from Texas
[Mr. ARMEY], the ranking member on
the Joint Economic Committee, this
material. He has just released these
two charts that show what is going on.
The American people are being de-
ceived by the majority of this House.
The Republican staff on the Joint Eco-
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nomic Committee did a little research
on the budget packages, the two
growth packages that were presented
last week, and T think these two pic-
tures are indeed worth a thousand
words. This is a chart that is entitled
“Growth Versus Malaise,’' and what it
shows, as the Democrats have proposed
to raise taxes, is the effects that the
two bills, the Republican alternative in
the black and the Democrat alter-
native on the bottom, would have. It
shows what the effect will be on the
gross domestic product and what the
effect of the growth in this country
would be of the two proposals.

On the one hand, we see the Demo-
crat proposal, and over the 5-year pe-
riod of the two plans it shows that in
the first year it loses $3 billion. In the
next year the economy loses $8.5 bil-
lion, the next year $14.8 billion, and in
the next year it loses $19 billion, and
the next year $16.9 billion, and then in
1997, if we adhere to this—and we have
never adhered to any 5-year plan longer
than 18 months—in the last year the
economy will have lost $16.3 billion.

Yet if we had passed the Republican
plan, we can see above the line the
marks of the increase in the economy
that would happen as a result of the
Republican alternative. We did not
raise taxes. What we talked about was
cutting capital gains, giving a first-
time homebuyer credit, and those
kinds of things, and the chart shows
that in the first year the economy
would increase by almost $13 billion, by
$38 billion in the next year, $67 billion
in the next, and an increase of almost
$93 billion in the next, and an increase
in the next of $121 billion, and then in
the last year the economy would in-
crease $143 billion.

What does that mean in terms of
jobs? Well, it is obvious to anybody
with a third grade education that if the
economy is losing growth and is in a
decline or is losing its increase in
growth, jobs are not created at the
same rate as if the economy was in-
creasing.

In the chart on the far end entitled
‘““‘Jobs Creation Versus Destruction,”
the two lines are compared and we can
see that is the extrapolation from what
happens to the economy and what hap-
pens to jobs. And what happens to jobs
in this country is that we lose under
the Democrat plan 21,000 jobs in 1992,
62,000 in 1993, 71,000 in 1994, 81,000 in
1995, all the way to losing 103,000 jobs
in 1997, whereas if we had passed and
made into law the Republican plan, we
can see that we increase jobs by 84,000
in the first year, 220,000 the next year,
353,000 the next, 479,000 the next, and
then in the last year we increase jobs
by 593,000.

There is a real difference between the
philosophies of government here, and I
think the American people are going to
look at the philosophies of government
because we are going to make sure that
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the American people understand what
is happening in this Congress as a re-
sult of who controls this Congress, Mr.
Speaker.

What is happening on the one hand is
that we have the age-old FDR-type
New Dealism philosophy. In fact, we
have heard Members come down here
doing *‘1 minutes,"” talking about using
government to build infrastructure. In-
frastructure is very important, but it
is not a jobs program. Jobs are created
in the short terms of those contracts,
but they are not meaningful and last-
ing. The only way we can create jobs in
this country is to allow the American
people to hang onto more of their
money so that consumers can purchase
items when they feel driven to do so
and can choose what items they want
in their purchases. Then the American
businessman and woman can risk their
capital and invest in new companies
and thereby create more new jobs.

The philosophy on our side of the
aisle is that we need a growth package
that actually stimulates the economy,
but most importantly, in the long run
what it does is create a climate in
which Americans are free and have eco-
nomic freedom to build a greater econ-
omy. We are shutting down and stran-
gling the economy by raising more
taxes and spending more because ev-
eryone knows the Government cannot
efficiently spend money, and certainly
the Government does not risk money
in investments that create jobs.
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But if you increase the scope of the
government, then indeed what you
have is pulling out the very lifeblood of
our economy, putting it into an effi-
cient system and you are strangling
and bleeding our economic engine to
the point that it cannot create jobs.
That is what is happening in America
today. It has nothing to do with the
kinds of claims that have been made on
the floor of the House where the rich
got richer, the poor got poorer, which
is another subject that I could get into.
Suffice it to say that that is another
way of deceiving the American people.

It is amazing that those who claim
that the rich got richer and the poor
got poorer use the timeframe from 1977,
which is the Carter administration, to
1989, the end of the Reagan administra-
tion, yet they blame the Reagan ad-
ministration for 8 years out of that 12
years that they use as the basis for
their argument.

Well, the American people are not
stupid, they can recognize a sham once
they get involved in it and start read-
ing it.

So, the reason I took this special
order, Mr. Speaker, was to try to point
out or at least begin to point out that,
No. 1, there is no peace dividend. You
cannot have a peace dividend if you
have a $400 billion deficit. It was al-
ready spent by Congress years ago.
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Indeed what is happening is—what
the Democrats in this Congress are
proposing is that for every dollar of de-
fense spending that we cut, they want
to spend $2.55 on their favorite domes-
tic programs. The end result from rais-
ing taxes last week and increasing
spending as a result of the tax that will
be taken on the floor of the House this
week, the American people once again
are the losers.

So, Mr. Speaker, we are not going to
lay down and roll over and allow this
to happen without the American people
understanding it. And I think they will
speak in November,

————
WHO SAYS CRIME DOES NOT PAY?

(Mr. AUCOIN asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. AUCOIN. Mr. Speaker, who says
crime does not pay? You know, if you
are really rich and George Bush is
President, it pays a lot.

Case in point: Yesterday, in an ab-
rupt about-face, Federal banking regu-
lators settled with the junk bond king
Michael Milken. Even his own lawyers
admit the settlement will leave him
and his family with $475 million; $475
million.

Just think about it, it is living proof
that the 1980's were a decade of greed,
they were a decade of get your own
while you can, they were a form of
Robin Hood in reverse.

This settlement of $475 million is
nearly twice what we spend as a nation
to prosecute the S&L fraud every year.
It is almost enough to vaccinate every
needy kid in this country. It is a year’s
worth of special classes for 31,000 dis-
abled kids in my State of Oregon.

The Milken case is Reaganomics on
parade. And this settlement is one
more example of the rest of us picking
up the tab for the lifestyles of the rich
and famous.

When it comes to what the gen-
tleman from Texas just talked about,
about voters having a voice, to say
something about these current affairs
come November, I am here to say this
case is going to be one of those matters
in which voters are going to have a
very lot to say.

SOME CONCLUSIONS AND OBSER-
VATIONS ON THE BUDGET DE-
BATE

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Maine [Mr. ANDREWS] is
recognized for 30 minutes.

Mr. ANDREWS of Maine. Mr. Speak-
er, I have just completed in the last
few months my first year as a Member
of the Congress of the United States,
and I am in the midst, along with other
Members of this institution, of my sec-
ond budget debate.
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Mr. Speaker, I have come to some
conclusions and observations as I have
been through this first year and as I
grapple with the budget decisions that
we are now facing, and I would like to
share some of them with you.

Mr. Speaker, there are moments in
this body that this Congress actually
sits down and does the very difficult
work of analyzing issues, openly and
honestly, and actually tries to grapple
with those issues not in terms of par-
tisan politics or the battle for 10-sec-
ond sound bites or what advantage or
disadvantage this or that may have on
the next election, but there are times
when Members of this body actually
look into their minds and into their
hearts and debate an issue on the basis
of what is good for the country and
what they really think is the right di-
rection for this Nation.

We saw that spirit live very, very elo-
quently at this rostrum during the gulf
war, when this Congress had to come to
terms with probably the most serious
decision that any Congress can ever
make, and that is the decision to send
young men and young women into
harm's way.

There are times when that spirit and
that focus and that clarity and that
sincerity makes its way onto this floor
on other issues. But too often, Mr.
Speaker, that spirit does not live here
and we have challenges and
scapegoating and finger-pointing and
blaming when we should have respon-
sibility, analysis, openness, and a com-
ing to terms of disagreements and ana-
lyzing seriously the issues that
confront us.

I would like to take, as an illustra-
tion of that, an issue that really de-
mands that kind of approach with our
Nation’s budget. Last week, for those
of you who were paying attention to
the debate on the budget, you saw ex-
amples of all kinds of debate tactics
and strategies on this floor. I think
you saw examples of some of the best
and some of the worst of our congres-
sional debate.

Some of the best actually occurred, I
believe, when the Congressional Black
Caucus of this Congress came forward
with a proposal for a budget, outlining
priorities, outlining spending cuts, and
making a proposal for this Congress to
take a new direction.

During that debate there were actu-
ally moments when Members of the
other side who disagreed with the Con-
gressional Black Caucus did not stand
and finger-point; they asked questions,
they attempted to analyze, and there
was a sincere attempt to come to terms
with the differences between each side
and to try to reconcile differences be-
tween each side.
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Mr. Speaker, what emerged from that
debate was a very key, I think, analy-
sis of what some of the problems are
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that afflict this body and the debate
that often we get engaged in. We heard
from one side that, yes, that have a lot
of compassion for the people who hurt
in this country, and they are preparing
and defending social programs that can
help those people.

In fact, the gentleman from Georgia
[Mr. GINGRICH] actually stood and said
that he admired and respected that re-
sponse to the plight of so many in this
country. But he offered a challenge,
and that is for my side of the aisle, the
Democrat side of the aisle, and particu-
larly the Congressional Black Caucus,
to think perhaps more in terms of what
he described as capitalism in the Adam
Smith sense, and he criticized the ap-
proach of solving problems through
government bureaucracy and, instead,
proposed that we need to focus our at-
tention more on economic productiv-
ity. If we could focus our attention on
economic productivity, the issues and
the concerns that were being discussed
s0 eloquently from the Congressional
Black Caucus could be resolved.

Now I think that was a very positive
moment here in the U.S. House of Rep-
resentatives, two sides coming to
terms with two different philosophies
and approaches, two sides that were
sympathetic to the point of view of the
other, in an attempt to truly come to
terms with one another.

Mr. Speaker, the gentleman from
California [Mr. DELLUMS] in particular
sought to find that ground. As a matter
of fact, there was an invitation by the
Congressional Black Caucus to the gen-
tleman from Georgia [Mr. GINGRICH]
and others to sit down and discuss
those issues further.

I would like to take up the issue of
economic productivity and economic
strength and propose that perhaps
there is some common ground between
those who believe that this country has
failed to meet its basic responsibilities
to its people and has failed to make
critical investments in this country,
and those who believe that the key to
the success of this country and the res-
olution of so many of our problems is
economic productivity. Now what do I
mean?

As my colleagues know, we have a
problem that is not only a problem for
this body, but a problem on Pennsylva-
nia Avenue, in fact a problem in cor-
porate boardrooms all across the coun-
try, that too often the vision that is
used to address and solve problems is
extremely short term. It is in terms of
what is going to happen in the next
election or the next quarterly profit
sheets that are going to be coming out.
Too often we fail to look at the long-
term economic implications of our de-
cisions and ask the basic question:
What will be the long-term implica-
tions of budget decision, both in terms
of the budget of this Congress, as well
as the economy is this country, and,
because we fail to ask that question be-
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cause we forget to frame our debate in
terms of our future, we end up bogged
down in meaningless debates, and we
have terms that really are not going to
help us to solve our budget problems.

Mr. Speaker, I think that, if we were
to look at this Nation and address seri-
ously the concerns of those who believe
in economic productivity, we would
look at our budget in a fundamentally
different way. We would start asking
the question of, if we invest in this
education program, what is going to be
the return on that investment, both
economically and in terms of a budget,
not just in this budget year. We know
it is going to cost money, but down the
road what is it going to generate for
this country? If we ask a question
about a capital investment, roads,
bridges, rail systems, water and sewage
treatment systems, and we ask the
question, not just what is the impact of
this budget decision on this budget, but
the impact for this Nation and for this
economy long term, we could begin to
have a debate about the direction that
this country is going and the direction
that this country should be going. We
have got to distinguish between capital
investment that is going to generate a
turn in productivity for this Nation in
economic strength and regular operat-
ing expenses.

Now this is not a radical notion. I
have spent just about every single
weekend back home in Maine, and I
serve on the Committee on Small Busi-
ness, and I spend quite a bit of that
time traveling to many of the small
businesses in the State, and, as my col-
leagues know, it does not take long,
when we start talking about what deci-
sions have to be made in a business in
order to make that business strong, to
start to understand that making a dis-
tinction between long-term investment
and short-term operating expenses
makes a great deal of sense.

I say to my colleagues, imagine, if
you will, taking over a business that
used to be very profitable but is now in
serious trouble, Your job is to turn
that business around. What do you do?
Well, I would suggest, after talking to
many business people in my district,
that you're going to do at least two
things. No. 1, you're going to look at
your expense sheet, and you're going to
look at the expenses that you're incur-
ring, and you're going to ask yourself:
is this expense absolutely critical to
the strength and the health of my busi-
ness, and, if you find an expenditure
that isn’t, it may be very difficult to
do, but, if you're going to survive as a
company, you're going to have to make
the difficult decision of stopping that
spending that has no relationship to
the productivity of your company. Now
it may mean saying good-bye to a ven-
dor that you've had for a very long
time. It may mean some very painful
layoffs. It may mean some very dif-
ficult decisions. But if you're going to
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survive as a company, you're going to
have to be willing to make those tough
decisions.

Now you're also going to have to
look, however, just as importantly, at
your business in terms of where you
want that business to be. It’s called a
business plan, and the business plan
has a goal, and you look at the things
you're going to have to do in terms of
investment in that company in order
to reach that goal. It could mean new
equipment for your company. It could
mean a new plant. It could mean train-
ing or retraining some of your workers.
It could mean a number of different
types of investments. But you know, if
you're going to achieve your goal and
if you're going to put your strategy to
work, you're going to have to make in-
vestments.

Mr. Speaker, I ask my colleagues,
why can’t we in the U.S. Congress look
at our budget in much the same way?
Why do we have to have budget cat-
egories that don’t distinguish between
operating expenses that we may not be
able to afford and capital investments
that we're going to need if we're going
to build productivity for this country?
Instead we have budget categories that
I believe are obsolete to the goal of
getting this country’s economy moving
again.

Make no mistake. In my view the
only way that we are going to solve the
budget crisis of this Nation is through
economic strength and productivity,
and, in order to achieve that, we are
going to have to have an economic and
productivity strategy for America that
involves both holding the line and cut-
ting spending that we do not need on
the operating side, as well as making
investments in productivity on the
capital investment side.

Now we all know, because we have
heard from many economists who have
testified before this session of Con-
gress, that there is a direct relation-
ship between productivity and private
investment from our business world
and public capital investment. There is
a direct relationship. As my colleagues
know, there are all kinds of theories
that float around this place, trickle-
down, and supply-side, and this tax
scheme and that tax scheme.
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But we know from experience that if
vou make capital investments that are
going to make the ground on which
business operates fertile, you are going
to generate private investment. That
road, that bridge, that rail system,
that sewer line, that water system,
that good education system, that first-
class training system, those are public
investments that generate investment
from the private sector. You need both
in order for the economy to work, and
it does not work if you have the two
sides pointing fingers at one another,
blaming one another for the collapse of
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the economy. Both sides have to work
together.

This is not a radical idea. We heard
in testimony by the Economic Policy
Institute of Washington, DC, the testi-
mony of the president of that economic
institute, Dr. Jeff Faux, that while
Japan was investing over 5 percent of
its gross national product to these
basic public investments, basic public
capital investments, we in the United
States were investing less than 1 per-
cent in our infrastructure, our public
capital infrastructure.

In my State of Maine at Bates Col-
lege a professor of economics by the
name of Dr. David Aschauer testified in
a recent study that he did that if this
Nation were to maintain its level of
public capital investment at the same
level that we made that public capital
investment 20 years ago as a percent-
age of our gross national product, and
we continued that public investment
right through into today, this would be
the result, according to his study. Pro-
ductivity growth in the United States
would be 50 percent higher than it is
today; the average profit rate for our
businesses would be 22 percent higher;
and the rate of private investment
would be 19 percent higher than it is
today.

In other words, we are being denied
the benefit of strong, robust economic
growth today, because the wrong deci-
sions about public capital investment
were made yesterday.

My point to this Congress as we dis-
cuss our budget is that our children
and our grandchildren are going to suf-
fer even more tomorrow if we fail to
make those critical public capital in-
vestment decisions today.

Now, we all may differ as to exactly
what those capital investments would
be. We all may differ as to what the
key might be to economic growth and
productivity. But the fact of the mat-
ter is that if we restructure our debate
in terms of meeting clear goals for
America, in terms of ‘economic
strength and productivity, and we are
not afraid of public investment as a ve-
hicle to get that economic strength
and productivity, we could engage in
that kind of open debate without the
ideological blinders that so often ap-
pear on the floor of this Chamber and
without the partisan political
fingerpointing that oftentimes takes us
away from the point of a budget debate
that is directed toward the strength of
this economy.

When you talk about clear goals for
America, economic goals, directions of
where we must go, just like that busi-
ness, we need to have a business plan
based upon clear goals. One of the
words you hear floating around here, or
terms floating around the Congress, is
“‘industrial policy.” There goes indus-
trial policy.

We cannot have industrial policy, be-
cause industrial policy means that the
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Government is deciding who the win-
ners and who the losers are going to be
in our economy. We need to have a gov-
ernment that is totally divorced of
those kinds of decisions and totally di-
vorced of economic activity.

Well, the reason that our major eco-
nomic competitors are doing so well is
because they do not spend hours and
hours haranguing about the term *“‘in-
dustrial policy.”” They understand that
unless the Government has a clear vi-
sion and a clear goal and works coop-
eratively with the private sector, their
nations are not going to be able to
compete as effectively as they might.
So they work together and they estab-
lish areas of their economy that they
want to be second to none. They make
investments in the infrastructure nec-
essary to drive that economy, and they
make investments in their children's
education and training and retraining
of their workers. Finally, they gen-
erate a direct dividend on that invest-
ment through their productivity and
growth.

Now, we can stand here all we want
and can point fingers at them and
blame them for their productivity and
their growth and competitiveness in
the international marketplace, or we
can stop and ask ourselves, are perhaps
we framing our debate here in this
country in the wrong terms? Perhaps
we should not be making those gross
distinctions between private and public
over here, and never the twain shall
meet. Perhaps we should be talking
about a cooperative, focused, clear de-
bate and discussion to make those two
sides work together so that we can
achieve the kind of economic competi-
tiveness that this country so richly de-
serves and so desperately needs.

We know that job performance rises
with education. That is not debatable.
We know that. We know that in the
first 2 years after training, the produc-
tivity of a worker rises four or five
times faster than their rate of com-
pensation. That is productivity. And
we know that investing in smaller
class sizes in our elementary schools
and our secondary schools increases
the reading and math scores of our
children.

But we also know that the United
States ended in the decade of the 1980's
spending proportionately less on grades
K through 12 education than our major
international competitors.

We also know that for every dollar
that we invest in child immunizations,
we can save this Nation $10 in medical
costs down the road.

We know that for every dollar that
we invest in preschool education and
preparedness, such programs like Head
Start, we can save $5 to $6 in future
costs. Those are real savings, real
budget savings. But they only occur
when you are willing to make invest-
ments and when you are willing to look
beyond the next election and into the
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next few years and into the next few
generations, to look for the return on
investment that those kinds of spend-
ing decisions can make for this coun-
try.

We have a one-size-fits-all budget
category, like domestic discretionary
spending, that completely blurs the
distinction between investments we
need for tomorrow and budget items,
operating expenses, that we just can-
not afford to make during tough eco-
nomic times.

Mr. Speaker, I certainly believe that
if we are going to move forward in solv-
ing the budget crisis of this country
and addressing the economic crisis of
this country, we have got to start
using budget categories in terms that
make sense, in terms of turning this
country around.

I would submit that domestic discre-
tionary spending, quote/unquote, as a
budget category, everything but the
kitchen sink fits into that as far as do-
mestic spending, does not do the job,
does not make the distinction between
those two kinds of investments, does
not give us the chance to have a debate
upon the kind of future that we are
building for our children, the kind of
capital investments we need for our
economy, the kind of budget decisions
we have to make in our operating side
S0 we can save taxpayer dollars down
the road.

We cannot even have that debate if
we use budget categories and criteria
that are obsolete to what I think
should be the real business of this city
and of this institution and of our econ-
omy—getting this Nation moving
again.

Mr. Speaker, we are going to hear a
lot of discussion and a lot of debate in
the next few days and the next few
weeks that is going to try to polarize
this institution and Americans. We are
going to hear about the public sector
versus the private sector. We are going
to hear government described as inher-
ently incompetent and bad, or inher-
ently good and able.

We are going to hear talk about the
business sector, the private sector of
this country, as being either greedy or
self-serving, or the key to our salva-
tion.

What we end up with when we debate
our Nation’s future and our congres-
sional budget and our economy in
those terms is a failure to see the for-
est for the trees.
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We fail to recognize that the key to
this country's future is not govern-
ment and it is not business. It is peo-
ple, and we need both business and gov-
ernment, and the private sector, to tap
the tremendous resources of the people
of this country and create the eco-
nomic strength and security that we
need.

That is going to mean, No. 1, taking
off the ideological blinders. It means
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that we have to recognize, all of us, the
key to our budget crisis, that is, the
key to solving our budget crisis, is
through economic strength and eco-
nomic productivity. We also have to
recognize, no matter what side of the
aisle we sit on, that to be productive
we not only have to stop spending on
things that we cannot afford. We also
have to be willing to make investments
in things that we critically need for
our future.

In short, we need a productivity
strategy for America. We need some
clear goals. We need a clear strategy.
We need a budget that is based upon
that strategy and upon those goals. We
need a process that recognizes both the
need for investment and the need for
savings in our operating budget size.

During the debate last week we heard
several times the name of Adam Smith
resounding in these Halls. In fact,
there was one reference to capitalism
in the Adam Smith sense. Adam Smith
maintained that spending, public
spending for public works and for edu-
cation, is just as important a function
of government as national defense and
justice.

Ladies and gentlemen, we have ended
the cold war era and find ourselves on
the edge of a new era of history. Part
of that new era of history means a fun-
damental redefinition of what national
security is, what national strength is,
and what international leadership is.

National strength and security and
international leadership is not going to
be based in the post-cold war era on the
number of intercontinental ballistic
missiles that we have in our nuclear
arsenal. The strength and security of
this country and the ability of this Na-
tion to lead the world is going to be
based upon the strength and the vital-
ity of our economy and the well-being
of our people. If we are going to do the
right thing for this country in this
post-cold war era and if we are going to
do the right thing for our children, and
if we are going to truly make this Na-
tion the great Nation that it can be-
come for future generations, then we
have got to look beyond the next elec-
tion in our budget debate. We have got
to look beyond the next quarterly
spread sheets when the private sector
looks at investment decisions. We have
got to look beyond the old and obsolete
terminology of the budget categories in
our current budget and look to a future
that is based upon the economic
strength and vitality that we so read-
ily need.

Mr. Speaker, let us have a budget
process that helps us to debate the is-
sues as they really stand before this
Nation. Let us have a process that
helps us to make clear and responsible
decisions not just for ourselves and for
our constituents at home, but for our
children and our children’s children
and generations of Americans to come.

It is time for a new era. It is time for
Congress to lead that era.
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AMERICA NEEDS SOUND TAX
POLICY GOALS

The SPEAKER pro tempore (Mr.
FLAKE). Under a previous order of the
House, the gentleman from Pennsylva-
nia [Mr. SCHULZE] is recognized for 30
minutes.

Mr. SCHULZE. Mr. Speaker, we have
heard a lot lately about tax plans.
Every President has his tax plan. The
Democrats have a proposal. Everybody
else has their ideas on what we should
do with taxes. So I have asked for this
time to spend a few minutes to discuss
tax policy goals.

Usually when we talk about tax pol-
icy and tax policy goals people’s eyes
roll back in their heads, and they think
that it is such an esoteric subject that
‘it really does not affect me.”” But it
seems to me it is about time people
started paying attention to tax policy
goals.

When we look at these, we first of all
1 think have to look at the year 2010
and say, “What kind of United States
of America do we want for our children
and grandchildren in the year 20107?"
When I do that, I want an America
which is dynamically exporting. We
must be an exporting Nation.

We have to be a manufacturing Na-
tion. Service? Yes, we need service, and
I am sure a lot of you have read
““Megatrends’ and “‘Future Shock™ and
these very learned books on the direc-
tion our economy is going and how we
are inexorably grinding toward the
service economy.

It seems to me that we must retain a
manufacturing base. We could only ex-
port service and services for so long,
and we can only be the serviceman of
the world for so long.

So when we look at tax policy it
seems to me that we must have a tax
policy which would have as one of its
goals a vital or revitalized manufactur-
ing base in the United States of Amer-
ica.

If we are going to have that manufac-
turing base, these policy goals must in-
clude tax policies which would tilt the
playing field towards exports. If we
look at our tax structure today and
compare it with our major trading
partners, we would see that our tax
policy is slanted more towards favoring
imports than it is towards favoring ex-
ports. If we could tilt that playing field
I would, but I would be satisfied just to
level the playing field so that our man-
ufacturers or our exporters would have
the same opportunities to export their
products and/or services to the rest of
the world or to our major trading part-
ners as our trading partners have to ex-
port goods and services into our econ-
omy.

I think that we must have as one of
our policy goals to enhance exports
from the United States. Should we be a
total service economy? I do not think
0. There are many who would say that
we had no choice in the matter, that
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we are moving toward a service econ-
omy and we will be the serviceman of
the world. I think through the correct
tax policies we can revitalize our man-
ufacturing base.

One of our goals must be to have a
simplified tax structure. I might par-
enthetically insert here that you can
sort of divide tax policy into individual
income taxes and business taxes. I am
concentrating today on the business
portion of our tax structure and tax
policy.

We must look at simplicity. I remem-
ber seeing a photograph where one
company, in sending its tax return to
the IRS, had a stack of papers T4 feet
high. There have been many studies,
one not too long ago, which showed
that the cost to the businesses in
America to send $1 to the IRS was 56
cents. There are others which indicate
that it costs more than that.
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In 1983 there was an estimate that it
was approximately 66 cents for each
dollar of revenue raised, and given the
increase in complexity since then, we
have had DEFRA, TEFRA, OBRA,
COBRA, an entire alphabet soup of tax
changes since that time, so I saw an-
other estimate that it costs as much as
$1.05 in some instances for every dollar
that business sends to the IRS.

So we have to have simplicity. I
would like to quote Larry Gibbs who is
the former Commissioner of IRS from
February 1990 when he said,

* ** an incredible 153 separate amend-
ments to the Internal Revenue Code in the
last 15 years, an average of more than 10 sep-
arate changes each year for the last decade
and one-half, each year's changes seemingly
more voluminous than the last—ERTA,
TEFRA, DEFRA, REA, TAMRA, COBRA,
OBRA, and of course the 1986 act, just to
mention a few.

Larry Gibbs, the former IRS Commis-
sioner, said that in February of 1990.

Dr. Jane Gravelle of the Congres-
sional Research Service said, the cost
of economic distortions in the cor-
porate tax and again I quote, ‘‘was 97
percent the size of the tax revenue.”
Ninety-seven percent. Is that simplic-
ity? No, it is not simplicity.

Many businessmen have to figure
their taxes three times. Nearly every-
body has to figure their tax at least
twice, and some more than three times.
Some legitimately have to keep two or
three separate sets of books, which
used to be unheard of. So we have in-
creased the complexity of our Tax
Code.

Estimates are that we bring in some-
where between $100 and $110 billion a
year from the corporate structure in
taxes. If somewhere between that 97
percent and a 66 percent, say 80 percent
were saved, think of what corporate
America could do to modernize if we
could make the Tax Code more effi-
cient and allow them to use that
money for other purposes. So simplic-
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ity must be a goal of tax policy in the
coming years.

We have one other problem. As a
member of the Oversight Subcommit-
tee of the Ways and Means Committee
we have for the past couple of years
been looking into a topic called trans-
fer pricing. Transfer pricing is when a
foreign corporation will set up a wholly
owned subsidiary in the United States
and sell products to that subsidiary
which in turn sells them to the people
of America. But at the end of a year,
no matter how much business they do,
whether it is $100 million or $500 mil-
lion, they just do not make any money,
they do not make any profit. The prod-
ucts are priced so that they just about
break even.

This phenomenon is called transfer
pricing. There are those who believe
this is sort of a plot that the foreign
producer prices his product high
enough or so high when it comes into
the United States that the wholly
owned subsidiary cannot make a profit
and, therefore, pays no taxes in the
United States of America. It has been
estimated that we lose in taxes any-
where between $30 billion and $50 bil-
lion a year because of transfer pricing.

I had a meeting with the judges of a
tax court to discuss transfer pricing
quite some time ago. They said, *‘Con-
gressman, what you're asking us to do
as attorneys, as lawyers, and those
learned in the law, is to try to render
a decision on those who are making
what could be a wholly business deci-
sion. Suppose someone, for competitive
reasons, wanted to lower his prices and
penetrate a market. Now that is a per-
fectly legitimate way to price your
products, and so you are asking us to
crawl inside their mind and try to de-
termine whether they are insidiously
trying to avoid paying taxes in the
United States of America or whether
they are just trying to increase their
market share by a legitimate mer-
chandising method."

So it is very difficult to say to the
judges and the IRS that we want them
to stop this. In fact, the IRS now has a
special group, and I am sure that it is
costing us hundreds of thousands of
dollars. We are having some success.
Whether we will collect any money I
am not sure. But we are having some
success in proving in certain instances
that transfer pricing was employed in
order to avoid taxes in the United
States of America.

But as we look at tax policy over the
next 10, 15, or 20 years, we want to de-
vise our tax structure so that it will
not be easy for those who would per-
haps try to use this device to avoid
taxation in the United States, that it
would not be easy for them to employ
this device so that they could avoid
paying taxes, and we would not have to
spend thousands or hundreds of thou-
sands of dollars chasing down docu-
ments, and in some instances sending
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agents to foreign countries to look at
minutes of meetings, having them
translated, argue over translation. It is
an extremely complex area. So as we
develop tax policy goals for the year
2000 and beyond, I want to make sure
that we keep transfer pricing in mind
and that we develop a tax structure
that would negate such machinations.

Another problem that we have seen
in the past decade is a plethora of
mergers and acquisitions, mergers and
acquisitions which sometimes were de-
signed for the tax ramifications alone.
I think that we should discourage that
type of merger and acquisition. But at
the same time, we have to make sure
we do not discourage legitimate merg-
ers and acquisitions. If a company
wants to purchase another company in
order to penetrate additional markets
or expand their lines or to round out
their merchandising capability, and
they intend to benefit from them, that
is a legitimate goal and one that we
should smile upon and say yes, we want
you to do that, especially if it will
make them more efficient and make
them more profitable.

But mergers and acquisitions which
are taken solely for the reason to ei-
ther raid a pension fund or for tax
ramifications or the tax writeoff rami-
fications of that acquisition should not
be encouraged. We know that a fair
number of businesses today are suffer-
ing under huge overhang of debt be-
cause of a foolish merger or a foolish
acquisition.
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So we should try in tax policy to dis-
courage those nonlegitimate types of
business activities.

We absolutely have to keep in mind,
as a goal, reduction of the cost of cap-
ital. We want American business to en-
large. We want them to grow. We want
them to become more productive, and
in order for them to do that, they
should have available to them rel-
atively low-priced, low-cost capital.

Since 1981 the statistics show the
cost of capital in the United States of
America has increased by 80 percent.
Qur cost of capital in the United States
of America is twice as much as it is in
Japan. The cost of capital in the Unit-
ed States is 60 percent more than it is
in Britain.

Why is cost of capital important?
Most people, I think, even city dwell-
ers, have at one time or another used a
post hole digger, and it is pretty hard
work for those who have not used a
post hole digger. I think there are two
types. There is an auger that you screw
into the ground, and there is another
that you spread the tines and dig the
dirt out of the post hole. Well, a man
working diligently for an 8 or 9-hour
day can probably, with decent soil, dig
maybe 20 post holes a day, but with an
investment of capital, that same man,
if you can buy a $60,000 tractor with a
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power takeoff and put an auger on it,
that same individual can probably drill
100 post holes in a day, five times as
much.

That capital investment, that pur-
chase of that equipment, and when we
talk about capital gains, maybe who-
ever invests that money to make that
man more efficient is going to make a
few dollars, amen, because it protects
his job. I do not care how we get there,
but what we have to keep in sight in
our long term policy goals in taxation
is to lower the cost of capital in the
United States of America.

Mr. GEKAS. Mr. Speaker, will the
gentleman yield on that point?

Mr. SCHULZE. I am happy to yield
to the gentleman from Pennsylvania,
my colleague.

Mr. GEKAS. As always, my colleague
from Pennsylvania touches upon mat-
ters of fiscal policy and tax policy that
are right on point, and his long tenure,
of course, in the Committee on Ways
and Means gives him that special brand
of background that permits him to talk
with more than just the average know-
how.

On the question of the cost of capital,
is not the great debate about all of
these various tax plans that are being
thrown around in the Capital these
days, are we not missing the boat when
we cannot make clear to the people of
the United States that in order to fire
up this economy we have got to incite
people into a position, business people
and investors, where they can invest,
because that investment with a proper
return to them, just like the gen-
tleman says, let them become million-
aires, but with a proper tooling of our
fiscal policy to allow these people to
invest?

Every time they invest, they sow the
possibilities of new jobs. Is that not
what it is all about? When we give cap-
ital-gains treatment, special tax treat-
ment, toward these large investments,
even though they may in the long run
reap some profit, my gosh, God forbid
profit, are they not in the process also
of creating, again, the atmosphere for
new jobs? Is that not what the gen-
tleman is trying to get across? Is that
not what we who support capital-gains
formation and lower interest rates, the
cost of capital, are we not interested in
new jobs thereby?

Mr. SCHULZE. The gentleman is ex-
actly right, and I thank him for his ad-
dition.

Mr. GEKAS. I thank the gentleman
for allowing me to speak on the sub-
ject, and I would like to join with him
in whatever initiatives the gentleman
wishes to put on the books.

Mr. SCHULZE. I thank the gen-
tleman for that. Yes, he is right, that
the reduction in capital gains is one
way to lower the cost of capital.

There are other methods of reducing
the cost of capital. The targeted in-
vestment tax credit is probably maybe
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even a more exact method of increas-
ing capital in specific areas, or lower-
ing the cost of capital. Some of our for-
eign trading partners have other meth-
ods of reducing the cost of capital that
probably would not apply to us in our
free society.

Some of them dictate or control the
amount of interest paid on specific sav-
ing documents or instruments. The in-
vesting people in the United States of
America would not stand for that type
of control, but if a government wants
to say the workers of America can in-
vest in one type of saving instrument
and on that type of saving instrument
will be paid a 3-percent interest rate
and nothing higher, you can see that
would create a huge poll of low-cost
money for those who wish to borrow it.
There are devices like that available to
other nations around the world which
are not available to us in the United
States of America.

As we look at our long-term tax-pol-
icy goals, I think the reduction of the
cost of capital is one of them. Now,
along with that, we want to encourage
modernization and encourage more ef-
ficient production and productive fa-
cilities.

You might say, is that not the same
as reducing the cost of capital? Well,
not necessarily, because there are
other ways to do that.

In the Democrat tax proposal, they
expanded the dollar amount of expend-
ing for small businesses. I think that
went from $10,000 to $25,000. Such a
move would encourage, in a small way,
modernization and increased produc-
tivity on a relatively small scale, but
imagine the productivity increases if
we developed a tax policy which would
allow every business in America to ex-
pense every purchase that they made,
that if a steel producer wanted to buy
a new rolling mill, if they wanted to
put in a new electric heating system or
melting system, if they wanted to mod-
ernize a rolling mill or an integrated
operation and they expense that cost
immediately, write it off that year, the
incentive that that would be to mod-
ernize, it would be a tremendous incen-
tive, and as I look at tax policy for the
future, we want to do everything we
can to encourage modernization, be-
cause that will tie in with our other
goals of being an exporting nation, of
increasing our productivity, and the
bottom line is, of course, to provide
employment opportunities with the op-
portunity for upward mobility to all of
our people.

Are we going to do that if we are the
servicemen of the world? Well, we
might if we also at the same time, and
the previous speaker here this evening
was talking about this, this afternoon,
was talking about education, and that
is a very important component of our
society.

But I think we have to provide jobs
for everyone in the spectrum, and we
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do have to enhance education, because
we are going to be in a competitive
world, but we also want to provide
jobs, or at least the opportunity for a
job, for everyone in our society.
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And so when we do that, that means
that we have got to encourage the en-
hancement of productivity, we have
got to encourage investments in new,
modernized facilities, we have got to
do it across the board.

So, what did we talk about? We have
talked about a goal of a year, some-
where between 2000 and 2010, of being a
dynamic manufacturing society with
job opportunities for all, by being an
exporting nation exporting our goods
and services around the world, with
markets open to us around the world.

We have talked about enhancing our
service economy, yes, along with our
manufacturing base. We have talked
about simplification as a tax goal. We
have talked about the leveling of the
playing field in international trade so
that our producers have the same op-
portunity to sell into foreign markets
as foreign producers have to sell into
our markets.

We have talked a little bit about
transfer pricing again; that is kind of
dampening the opportunity for foreign
nations to game our structure, to game
our systems, so that they avoid the
payment of taxation.

We have talked about reducing the
cost of capital, we have talked about
encouraging modernization, increasing
productivity. We should do all that, re-
member, to protect our basic programs,
such as social security. We have got to
enhance and protect our social security
system. If we do all that, it might re-
quire something that I have called eco-
nomic patriotism; we have got to stand
up and say what is good for the United
States of America, what is good for our
children and our grandchildren, what
will provide them with the same oppor-
tunities that we have had because of
those who went before.

So, I would hope that all of us on
both sides of the aisle would perhaps
give some thought to tax policy goals,
and I would hope in future weeks that
I will perhaps continue this and be a
little more explicit in each of those
areas and see if we can work together
to develop a package which would
achieve those goals and perhaps in-
crease a large degree of economic pa-
triotism.

DEPOSIT INSURANCE REFORM ACT
OF 1992

The SPEAKER pro tempore (Mr.
FLAKE). Under a previous order of the
House the gentleman from Texas [Mr.
GONZALEZ] is recognized for 60 minutes.

Mr. GONZALEZ. Mr. Speaker, I real-
ize today that the Speaker pro tempore
is performing a duty over and above
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the call in that he has volunteered to
preside during what we call special or-
ders or the closing proceedings of the
session of the House.

Mr. Speaker, today I rise because of
the fact that I have introduced the De-
posit Insurance Reform Act of 1992.

Mr. Speaker, I will append at the end
of my statement the bill which is now
known as H.R. 4415, to be included in
the RECORD.

Mr. Speaker, the fact is that 1 have
been a member of the Committee on
Banking, Finance and Urban Affairs
since I had the great honor of being
elected to the U.S. House of Represent-
atives, about 302 years ago, when I as-
signed to the Banking Committee, and
have remained there since then. Of
course, since 1988 or 1989, officially on
January 3, I have been discharging the
functions of the chairman of that com-
mittee and also chairman of the Sub-
committee on Housing and Community
Development, of which our distin-
guished Speaker pro tempore is one of
the most effective members, from New
York, on both the subcommittee and
the full committee level.

Today what I have done is introduce
a reform that I have been seeking since
the last Congress, which I think is the
foremost need if we are going to pre-
vent an out-and-out collapse of this
unique but somewhat—in fact, very
much—distorted system known as the
deposit insurance fund system.

Now, it seems to me that after what
we have been experiencing and what
some of us, I do not use the word
prophesy, because it was not a proph-
ecy, it was a prediction based on facts,
based on what we who would be inter-
ested in these statistics as members of
the Banking Committee were charged
with knowing. So, I have been speaking
out on this subject matter for quite a
number of years and also because I re-
call vividly as if it were today, effec-
tive in 1980, the increase in the amount
to be insured in an insured depository
institution from $40,000 to $100,000.

Through sheer accident I happened to
have been on the floor that afternoon;
there were no more than 10 Members
present, And the reason I was here was
the same reason I am here today. I was
waiting to be recognized on the special
order that day, when I noticed that the
chairman of the subcommittee then,
and the following year he was to be
chairman of the full committee, but he
was chairman of the subcommittee
that had jurisdiction of the subject
matter because that subcommittee is
the Subcommittee on Financial Insti-
tutions, Supervision and Regulation.
To my amazement, I was sitting right
in front of where I am speaking here
when I heard the gentleman, the sub-
committee chairman, ask for recogni-
tion and asked that the Senate bill, I
forget its number, be taken from the
Speaker's desk and brought up imme-
diately for consideration.
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When I heard that it was the Senate
bill that had been entertained in the
Senate in obedience to one that the
House had passed but which I knew the
Senate was appending nongermane
matter to, as they can under their rule,
increasing the amount of coverage,
well, I knew we had not had any hear-
ings on it. So, I went to the then-staff
director who accompanied the chair-
man and asked him, and he smiled. I
said, ““What is this all about?’’ He just
smiled. There were no copies.

So, I had to go to the desk and obtain
the copy. Well, while I was looking at
it, the motion was made under a unani-
mous consent request to go ahead and
accept the Senate amendments and
proceed otherwise in accepting the
Senate bill and sending it back to the
Senate.

1 was amazed when I was reading it
to find that obviously the main thrust
of that request was to increase the in-
sured amount of deposits from $40,000
to $100,000. I knew we had no hearings
on the matter, had no evidence or any-
thing.

But I was particularly sensitive to
that because we had had two failures
that at that time were very sparse,
other than in some circles received
very little attention. One was a Frank-
lin National Bank. It was a harbinger,
it was a shadow of events coming in
the future.

There you had the same combination
that we have had since then, but except
now in an endemic profusion and in an
environment that is hostile to stability
where we need it the most, which is in
our financial structures and entities
and markets.

Nevertheless, it so happened. That
was the only consideration that was
ever given to that jump-rise. Now, I
was not interested in the amount. I
knew the argument that inflation this,
inflation that, and that it was about
time that some increase be given.
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When the House bill passed out, it
had an increase from $40 to $50,000. But
when the Senate appended that incre-
mental increase, that, of course,
aroused my concern.

Now the reason I was concerned, to
repeat, was that these banks that had
failed through a combination of things:
the Franklin Bank was the biggest one
at the time, and there was nobody as-
suring me that the same could not hap-
pen again. The thing that disturbed me
was that the Federal Reserve Board, at
a net cost of several billion dollars, or
almost several billion, at least a billion
and a half, which was really up to that
time quite unheard of, actually at-
tempted to bail that bank out, and I
raised the question of why and is this
the function, as I am raising the ques-
tion now. Is it the function of the in-
surance fund to go out and hand pick
which institutions it would not only
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give help, in the sense of giving them a
direct outlay, allowing them to stay
alive, even though they are dead as a
doornail, and, at the same time, for the
first time—now up to now I have been
able to come before my colleagues and
say, “Look. Now that we have all these
failures, there's no way we can get
around keeping the word of the govern-
ment,” and that is providing the
money to the funds; first, the S&L fund
known as FSLIC, and now, of course,
the BIF or the bank insurance fund, so
it can pay out the depositors.

What the people do not know, and
many of my colleagues seem to be
amazed when I tell them, is that the
way they have been paying out has
been to pay the uninsured. That is
those that have money, a hundred
thousand. Well, how many of those are
there around? The average deposit in
our country is not even $9,000. That is
average, median average. So, where is
all that payout money going?

So, we had the staff perform a study,
a very valuable study, more than a
year ago in which we brought out that
the FDIC and the others—well, the
FDIC as agent, which we made it, clos-
ing out S&L’s as well, was paying out
99 percent of the depositors. Well, what
does that mean? If the average deposit
in our country is less than—it is
around $8,500, then who is getting that
money? Well, it is the sophisticated
professional agents of these bank de-
posits who are sharp enough to know
when to pull and who are sharp enough
to know that they are going to get
their money even if it is over a million
or $2 million.

Mr. Speaker, that was never the in-
tent of Congress then, or since, or now.
Never have our Congresses passed a law
or amended a statute saying that more
than that stated amount should be paid
out. But it has been done, it continues
to be done, and what I want is to ad-
dress that, as I have wanted for 3 years
and have not succeeded.

Mr. Speaker, this is a real issue, yet
that is not what the editors of the
newspapers tell us is the issue, and
then we have, of course, some segments
of the banking industry who feel that,
unless they are protected some way,
that is what they call small, and in
some cases the definition of *“‘small™
varies from the big ones because of the
so-called doctrine of too-big-to-fail,
which shortly after that 1980 act incre-
mentally, exponentially, the amount of
the covered insurance deposit happened
in the shape and form of the Continen-
tal Illinois of Chicago where it col-
lapsed in a matter of 3 days when the
Japanese and the German investors
pulled $8.3 billion out of that bank in 3
days. It collapsed. That was the imme-
diate cause.

The underlying causes were many
and manifold, but it was then that
Chairman Volcker, the famous Chair-
man of the Federal Reserve Board—I
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was excoriated because I dared put in
an impeachment resolution to Mr.
Volcker. Well, I did it because I wanted
to draw attention to what was going
on. I wanted to draw attention to how
there was this incestuous relationship
between what was supposed to be the
regulator and certain segments of the
banking industry. Not all, just the top.
And I pointed out incessantly that the
Federal Reserve Board in its wanted
independence, when it wants to, is ac-
tually not a Federal agency. It is a
creature of an obedient tool, the com-
mercial banking system of our coun-
try.

But in reality what that translates to
is that it is obedient, and it is sensitive
and responding to the needs of those
top seven or eight big, giant,
megabanks we have had, and now with
the mergers this country is getting we
are headed to the greatest concentra-
tion of financial and banking resources
in the history of this country.

Mr. Speaker, this is the basic issue
since the founding of this Nation, and
we are witnessing a complete obfusca-
tion of that sort of fear or that lack of
confidence in great overweaning con-
centrations of that kind of power with-
out accountability, and how do the
people get accountability other than
through their elected agents and rep-
resentatives, both in the Congress as
well as in the White House? Where else
can they go?

But I am sorry to say, because it is
the proudest thing I can say with my
membership to this great deliberative
body, but it is sadness that I feel over-
whelming to say that both the Con-
gress and the President seem to have
abdicated the Federal Reserve Board as
visualized, the Federal Reserve as the
fiscal agent of the Treasury. That is
not the case.

Just look at who is printing our
money. It is the Federal Reserve
Board. Every dollar bill or note, every
five-dollar bill or note, ten-dollar bill,
twenty-dollar bill, fifty-dollar bill,
hundred-dollar bill does not say Treas-
ury note. It says Federal Reserve. That
means that we are at great risk.

Mr. Speaker, it used to be called Gov-
ernment printing presses pulling out
money like some popcorn machine
spewing popcorn. Today nobody says
anything, and we cannot because there
is no question about it. The whole
premise of the setup visualized by the
1913 Federal Reserve Act has been per-
verted.

The reason I introduced an impeach-
ment resolution was very simple. It
was to bring attention to the fact that
there was no accountability, that the
destiny and the future of the financial
and banking freedom of the American
people was being lost. It was losing
control and has. There is no use argu-
ing about that.

Mr. Speaker, it has reached a point
where a person such as I has to come
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up here vainly attempting to bring
back to the prime congressional intent
a reform of the deposit insurance sys-
tem. It seems to me that I am on the
defensive. How many allies do we have
in or out of the Congress? In or out of
the committee? How many editorials
have come out saying—all I know is
one newspaper in Florida, Why, when
we tried to offer an amendment to just
minimally reform this abuse, our oppo-
nents flashed and had hundreds of cop-
ies of the Washington Post editorial
saying, *“That's not the issue you ought
to be worried with. You ought to be
worried about powers. You, the Con-
gress, will have to give the banking
system powers to restore them to
health.”

Mr. Speaker, this is what we are still
hearing, as if it were up to Congress,
and, after the fiasco and the horrible
dilemma that has been created by that
mischievous, fallacious conclusion re-
flected in the 1980 financial depository
institution, the regulatory act and the
1982 so-called Garn-St Germain act, it
is exactly what they got.
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That is what I said then. I was the
only one in the committee who was
against that. I was the only one that
went to the Rules Committee to argue
against what the chairman was pre-
senting. How do you think I felt argu-
ing before the Rules Committee and
having my chairman sitting behind me
cursing me underneath his breath? The
only danger there was that I would lose
my pink temper and turn around and
knock his head off. Fortunately, I did
not, and I am glad I did not.

But the proof is the dilemma we are
in. It is not a question of saying, "I
told you so.” That has never been sat-
isfactory to me. I feel it is incumbent
upon us who are charged with knowl-
edge to do more than just speak up,
and that is to try to bring about some
effective change to what is obviously
leading this country and its people
down the primrose path of financial
and economic serfdom and slavery. We
have gone pretty much that way.

Not to get into tangential issues, but
as proof patent of how complacent and
sleepy-headed we are, where are all
these financial experts? Where are all
those who wrote those editorials?
Where were they in 1980 and 19827 The
pitch they had, together with all the
industry and the Members of Congress,
was that ‘‘you’ve got to pass these laws
and give them power so they can be
saved.”

I said, **You're not saving them. You
are dooming them. What you are doing
is opening the sluice gates to the old
speculators who all through our his-
tory have been present."

Why do we have laws? Why do we
have government if it is not for the
fact that it is a tacit admission that we
will always have creditors, we will al-
ways have wolves in human form?
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We have got to regulate. We have got
to watch. When we give the bankers
the power to create money or credit, do
you mean to tell me that we should not
regulate? The banking class is the
most privileged in our country. Under
our fractional reserve system it has the
power to create money, to create cred-
it.

What am I asking for in this bill?
Very simply, it is not even to totally
protect all depositors. Its purpose is to
protect the small depositors, the bulk
of those who do not have the means to
investigate the safety of a given invest-
ment or to diversify their risks across
a variety of investments. The deposit
insurance system has been distorted.
Not only has it been distorted, it has
been out-and-out corrupted, and it has
become depleted and insolvent.

I pointed this out years ago. How can
we call this an insurance fund if we
have allowed over 3 trillion dollars’
worth of deposits in commercial banks
alone? I am not counting credit unions
or S&Ls. That is just the commercial
banking system. That is over 3 trillion
dollars’ worth of insured deposits, with
a broken fund, insolvent and bankrupt.
Is that an insurance fund?

I have been saying this for years. The
first time I came on this floor and
brought out the statistics which for
the first time revealed that we had the
potential for disaster was in August
1979. Who listened? Well, I will give
some credit, and may his soul rest in
peace. There was only one who appar-
ently looked at the RECORD or saw that
speech when it was brought to his at-
tention. We did not have TV coverage
then. I have been using what we call
this great privilege of special orders
since the first time after I got sworn
into the Congress 30 years ago, to be
exact, 30 years and 3 months to the
day.

So when you have and you continue
to get an expansion in the base of expo-
sure of that fund or any fund, you do
not have to be an accountant to know
it is bankrupt if the extension is con-
stant as to its exposure and liability
and the other side of that ledger, that
is, the amount in the fund is not pro-
tected or increased in accordance.

So I brought that out in 1979, and I
brought out another fact. I brought out
in August 1979 the fact that the leading
banks in New York in a matter of 1%
years had gone from about $3 billion to
over $47 billion in loans at that time to
countries that I knew could not pay. Of
course, it is always greed. I was then a
subcommittee chairman, and I was for
10 years a chairman of the Subcommit-
tee on International Finance. Now,
many of these special interest lobby-
ists are powerful, and they prevailed
for many years. They could not fight
my election to chairman 3 years ago,
but they were there. They did try to
make some movement in that direc-
tion, but up until then what they
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would be content with doing was say-
ing, ‘‘“How could this guy even be con-
sidered as a potential chairman? Why,
he has no expertise in banking. He
never sat on these subcommittees. His
expertise is in housing.”

Of course, they overlooked the fact
that I was the progenitor and the cause
of why we got the first international
banking law to protect the people, at
least minimally at the time, in 1978.
And they forgot, except those who are
the gullible or those who want to be-
lieve it or could swallow it, that if you
are a member of a full committee, even
though you may be assigned to a cer-
tain segment of subcommittees, you
are on the full committee and the full
committee has to act on every action
of the subcommittees, so I would have
to be sitting there with every flow of
legislation coming out of the other
subcommittees. But on top of that and
then, of course, being malicious, they
never were about to go to the RECORD
and see wherein I had participated.

In any event, that is still the case. I
still have to face the animosity and the
malice of those who are entrenched. We
are dealing now with several trillions
of dollars on the table, and we know
that when you have that kind of
money, you are going to have a lot of
things happen. The only thing up to
now is that we have these powerful seg-
ments and we are in a pluralistic
world, thank God, but they are so pow-
erful and they are in such a conflicting
environment that they cannot get the
muscle to ram through a 100 percent in
one account without the other side
showing a kind of negativism or neu-
tralizing. But what happens is that
what the Congress and the committee
should have been doing for more than
30 years never got done, and that is the
constructing, the creation, the reshap-
ing, and the restructuring of our
outworn, contradictory, overlapping,
ridiculous so-called system of regula-
tion, regulatory control. Part of it goes
back to right after the Civil War, Obvi-
ously, after 1945, and particularly after
1960, it was our duty on that committee
to face the facts. It was a drastically
new world. The new technological ex-
pansion of knowledge, like instanta-
neous electronic communication, was
bound to impact on our banking sys-
tem.
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How would we handle it? What was
going to be the impact on the dual sys-
temn, the State and Federal banking
systems?

Those are the issues, what kind of
banking system do we want for Amer-
ica? Do we want to have one like in
England, France, or Germany, where
you have just three or four biggy,
biggy banks? They call them all pur-
pose banks, or full service banks.

This is what some want here. Fortu-
nately, the bulk of our banks are not
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interested. In the meanwhile, to even
compound it and make it worse, the
banks are complaining, and so are
other depository institutions, because
of what they call new capital require-
ments or reserve requirements.

Some of them think maybe the Con-
gress had something to do with it. Of
course not. Most of what they are com-
plaining about now was a result of an
international agreement, the so-called
Basel Agreement, from Basel, Switzer-
land.

But what was that agreement based
on? They called the meeting for the
purpose of having convergence of cap-
ital standards.

Do you mean that a rookie from the
Federal Reserve Board was sent over
there to negotiate with the Bank of
International Settlements, the BIS,
the real power in this world ever since
after World War I, and of which we are
not a voting member?

That commission that forged the so-
called agreement on convergence of
capital standards was called the Cooke
Commission, named after the Bank of
England official.

But they snookered the TUnited
States. Did the Congress have anything
to do with it? No, we did not. This is an
Executive action. It was something the
Federal Reserve Board, as one of the
chief banking regulators, did, and, of
course, also the monetary agency.

In other countries they would say it
is a central bank, but it is not really.
Because if we take Germany, where
you have an entirely different tradi-
tion, culture, historically and every-
thing else, the German bankers belong
to what they call a private bank, like
maybe the Bundesbank is a central
bank, but you also have three private
banks.

But those bankers are not like ours.
They look upon themselves also as ex-
officio policy partners of the Govern-
ment.

The reason we are having all these
scandals on some of these so-called for-
eign banks, which is what this is also
about, is, that unlike our system, most
of those banks are government owned.

Do we want to have that system?
What is it America needs in the way of
a banking system today? Do we want
to be headed to this great, great con-
centration of banking power? What do
we need?

What about the dual system? There
are some Members in Congress, and
some without, who say their day is
gone. The day of the State-chartered
banks and all of that should have been
finished.

Well, is that what we want? I am just
one. I am not the committee, I am just
the chairman thereof, and I am not
smart enough to tell you how it is. All
I can tell is that those areas in which
we have clear and preeminent jurisdic-
tion, and therefore responsibility for at
least trying to be knowledgeable, is not
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to defend the banks. What has hap-
pened over the years is that even edi-
tors seem to think that the Congress is
here at the beck and call and for the
convenience and aid of the bankers.

Well, let me say we are not. At least
I have never looked at it that way. We
are here to look after the greatest in-
terest of the greatest number, and in
banking matters to the safety and
soundness and stability of our system.

America has always had to have a
stable, safe, and sound banking system.

Now we have the shock waves, of
what? Puzzlement, fear. Fear is no
good. Fear is borne of ignorance. But if
you fear long enough, you are going to
do something. That means loss of con-
fidence.

No system, whether it is ours or the
world’s, or European, can stand the
loss of confidence. Particularly bank-
ing. It is based on confidence.

1t is just like our public service. I do
not have to tell my colleagues that
that very, very fine crystal known as
credibility, confidence, once lost, once
shattered, is impossible to regain.

We know that we can go out and tell
one thousand truths. But get caught in
one lie, and you have lost credibility.

The name of the game is that, con-
fidence, credibility. If the people lose
confidence and credibility in the safety
and soundness of this system, what are
you going to do? Work out a crisis?

I do not think we are responsible if
we wait and not anticipate. I have al-
ways been a firm believer in anticipa-
tion, anticipatory preparation, so that
at least you would have some pincers
to handle that hot potato that you
know full well is going to come.

Now, in this particular bill here, ac-
tually I just feel so pathetically
ashamed, because it is minimal. Most
people think of deposit insurance cov-
erage as being limited to $100,000. But a
family of four can obtain up to $1.4 mil-
lion in insurance coverage in an unlim-
ited number of institutions.

That is what they call disaggregation
of accounts. That is the fancy word for
that.

The indiscriminate bailing out of in-
surance coverage has allowed banks
and thrifts to gamble with the tax-
payers’ money. In fact, they have made
the deposit insurance system an enti-
tlement program, entitlement for the
banks and their well-being, rightful or
wrongful.

This legislation takes one small step
toward what? What is the law? Where
did this doctrine of *“‘too big to fail”
come out of?

Well, in the case of Continental,
where the Federal put in $6 billion, if
this had happened in another country
we would have said that country had
nationalized that bank.

But not us. Oh, no, it was private en-
terprise. We are going to Kkeep it pri-

vate.
But who? All of the biggies that have
the muscle and the political influence.
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What about the little ones? Yes, they
have gone out.

In my State of Texas we have had
more banks fail than S&L’s, and that is
the record throughout the country. Of
course, there were many more banks.
We have lost some 5,000 banks in just
less than 2 years in this country.

Now, do you mean we should sit here
and say, oh, well, it is going to all
come out all right, if we just whistle
past that cemetery, and just say to
ourselves it will be all right if we just
sit and wait?

It is not going to be all right. It is
going to be everything but all right.

At no time has this Congress ap-
proved any amendment empowering
any regulatory agency to pay out over
that stated legal sum in the law. But it
started in 1984, with Continental Illi-
nois. Mr. Volcker announced that he
would use every single power and re-
source this country had to save that
bank and others. He came before the
committee. I had 5 minutes. I asked
him one question.
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I said, ““But, Mr. Volcker, to what ex-
tent will you go if you have a succes-
sion of big banks failing?"

He said, “‘I will use every single re-
source of this country.”

This is on the record. This is in the
printed hearing of that day’s occasion,
not what I am saying now in retro-
spect.

So I then tried to get the chairman
to have hearings on the legality of the
empowerment of a regulator to do that
and pay out more than $100,000. That
deal also enabled the man or several of
the men who had led that institution
to its downfall to go out with golden
parachutes of $2 million a year pension.
It was not until Chairman Seidman
came aboard in 1987, that they put a
stop or at least what they could and to
the extend they could to the golden
parachutes. But the Continental Illi-
nois, look at the record. I could not
prevail.

I could not prevail because then as
now in some areas, marginalize him. If
you ignore him, you know in our coun-
try you can have censorship more than
like they do in a totalitarian country,
or even in England, they have a Min-
istry of Information and Censorship, as
we saw clearly when we had the Falk-
lands incident. But in our country we
have the first amendment.

We must remember, the mother
country does not. In our country,
though, if an event or an occurrence is
not reported, how do people know? Is it
not then a nonevent? And this is what
has been happening.

In some cases, I do not blame the
newspaper or the news media because
in our system and particularly in the
Congress, unless there is debate, unless
there is the clash of opinions, it is dif-
ficult for the outsider, even a very
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knowledgeable newspaper reporter, to
really fathom.

I am not completely exculpating our
news dissemination agencies from in-
forming the people as they should
have. I brought out the fact that when
the Hunt brothers of Texas, the billion-
aires, tried to corner the silver market,
of course they did what the Federal Re-
serve agents did.

They went over to England where for
500 years the silversmiths and gold-
smiths in England have, I think they
know what they are doing, after 400 or
500 years. And the Hunt brothers, in
their naivete, thought they could cor-
ner the silver market.

In 1869, after the Civil War, Jay
Gould and Jim Fiske tried to corner
the gold market. And at that time the
corruption was rampant, too. And they
used President Grant’s brother-in-law,
Mrs. Grant's brother, and what hap-
pened was you had that Black Friday
of 1869. They caused the depression at
that time.

Well, we had not too much different
except this time it was international,
the Hunt brothers.

Now, the bad part was that in order
to try to corner that silver market, the
Hunt brothers tried over $200 billion
worth of banking resources. This is
where we have gone wrong in our coun-
try. Banks used to be chartered. But
since the 1950's and the merger acts,
banks have been founded on our sys-
tems of banks other than through char-
tering.

The old charter laws used to be very
basic. They would say, a bank, if need-
ed, shall be chartered for public need
and convenience, not for profit. Of
course, you are going to make profit in
business. Business without profit is
like candy without sugar. We know
that.

But what I am talking about is, they
fundamentally stated the basic purpose
for a bank charter, the great privilege
to create money in our country. And
that was for public need and conven-
ience.

What public need and convenience?
To fire and stoke the engine and fur-
naces of industry and manufacturing
and small business. Our banks retired
from that after the 1960's and their so-
called transnational developments. The
Japanese never have stopped investing
in their own industry. Our bankers
have. Our bankers went into the high
leveraged buyouts.

And like the case of the Hunt broth-
ers, they lost their shirt. And so I put
the impeachment resolution after Mr.
Volcker, Chairman of the Federal Re-
serve Board, met in what they thought
would be a secret meeting in a Florida
hotel with the Hunt brothers and the
chairman then of the Citibank or
Citicorp, the Walter Wristin, who of
course was trying to protect the bank’s
exposure in that ill-begotten deal.

Well, the rest is history. The stock
market is in the dilemma it is because
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all those factors that were in the equa-
tion before 1932 were coming into place
as early as the late 1970's and that is
what I reported in my special order of
August 1979. And then-Chairman Ar-
thur Burns called me the next day
after the RECORD was printed and in-
vited me to have breakfast with him
the next morning, and I did.

And I knew we were headed for trou-
ble when he wrung his hands and he
said, ‘*“You are right. And when I tried
to tell the bankers at their convention
in Honolulu, they almost ran me out of
the room."’

And I said, ‘*“You are chairman of the
Federal Reserve Board. You can do a
lot about it.”

He said, “I don't know what I can
do.”

I said, ‘“Yes, you can. You have sec-
tion 14(b) of the Federal Reserve Board.
You can demand the reserves.’

And I said, ‘'In this case where they
are lending Peru,” I said, ‘“Peru, it
won't even pay the interest.”

And he said, “Well, I must say, I
agree with you. You are right."

Well, when I walked out of there and
this powerful man saying there was not
anything he could do, I knew we were
headed for trouble. That was August
1979.

Now, what I did was say, ‘“Look, I
have added the capitalization struc-
ture.” That is, what is their capital,
their assets in each of those banks? I
said, the total assets of these 9 banks is
less than their exposure on those for-
eign country loans.

I said, “‘Now, I am not a banker, but
gosh, how can these big-shot bankers
expose that way?"

The answer at that time was, “‘Oh,
this is Arab oil money recycled.” I
said, “‘I do not care what it is. These
are deposits that have been placed in
these banks that you are lending out.
You are not acting as an investment
adviser to an Arab sheikh. He has got
your deposits, and they amount to
quite a considerable number of billions
of dollars.”

Anyway, I hope and I trust that
somehow even in an election year, we
can get some attention to this des-
perately needed act of reform that will
reemphasize the fact that if the regu-
lators usurp their power in the too-big-
to-fail exertion of that doctrine
through them, they did so ultra vires,
that is, beyond their scope of proper
authority.

I could never get my predecessor
chairmen to have hearings on that, nor
could I ever get the proper legal au-
thorities of the Government. After all,
where does one go to ask that question
and evaluate it?
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The Congress made much progress in
limiting the scope of deposit insurance

coverage and the attendant liability of
the insurance funds when it enacted
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the Federal Deposit Insurance Corpora-
tion Improvement Act of 1991 last No-
vember. That bill, to a certain extent,
limited the too-big-to-fail policy. I say
““to a certain extent.’’ It went long way
in doing that, and the only reason we
were able to get it was because we had
those circumstances happening last
year in which the Federal Reserve
Board had put in $100 million to the
failed Lincoln Savings and Loan. Can
you imagine?

We got that, but we also have the
least cost resolution of failed insured
depository institutions, limited the
availability of pass-through deposit in-
surance coverage for bank investment
contracts and other pension plan de-
posits, and restricted the ability of in-
stitutions to accept broker deposits.
The insurance coverage amendments
contained in the Deposit Insurance Re-
form Act of 1992 legislation are nec-
essary, this is this bill, to further re-
duce the liabilities facing the Federal
Deposit Insurance Fund and the Amer-
ican taxpayer, and to restore the con-
gressional intent.

Mr. Speaker, I will include at the end
of the remarks the Deposit Insurance
Reform Act of 1992, a section-by-sec-
tion analysis, and H.R. 4415, for the
benefit of my colleagues who will find
it in the RECORD tomorrow.

H.R. 4415—DEPOSIT INSURANCE REFORM ACT
OF 1992, SECTION-BY-SECTION ANALYSIS
SECTION 1. SHORT TITLE

“Deposit Insurance Reform Act of 1992

SECTION 2. AGGREGATION OF DEPOSITS

This section limits Federal deposit insur-
ance to $100,000 per individual per insured de-
pository institution. Specifically, the sec-
tion amends section 11(a)(1) of the Federal
Deposit Insurance Act to require the Federal
Deposit Insurance Corporation (FDIC) aggre-
gate all deposits registered under the same
taxpayer or employer identification number
for purposes of determining the $100,000
limit.

Joint accounts must be attributed equally,
unless otherwise specified in account
records. Revocable trust accounts must be
attributed to the grantor of the account. De-
posits maintained by an agent, custodian or
person in a similar capacity on behalf of a
principal must be attributed to the principal.

New section 11(a)(1)(C)Xv) permits the FDIC
to issue regulations to make other attribu-
tions consistent with the insurance purposes
of the Federal Deposit Insurance Act.

The Act requires all deposits to be reg-
istered under the taxpayer identification
number or employer identification number
of each depositor.

The effective date of the amendment is
January 1, 1995.

Note that section 11(a)(3) of the Federal
Deposit Insurance Act, providing separate
insurance coverage for certain pension and
profit-sharing plan deposits and IRA's, is not
amended by this Act.

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the “Deposit In-

surance Reform Act of 1992,
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SEC. 2. AGGREGATION OF DEPOSITS.

(a) IN GENERAL.—Section 11(a)(1) of the
Federal Deposit Insurance Act (12 U.8.C.
1821(a)(1)) is amended—

(1) in subparagraph (B), by striking *(C)
and (D)" and inserting ‘‘(C), (D), and (E)"";

(2) by redesignating subparagraph (D) as
subparagraph (E); and

(3) by striking subparagraph (C) and insert-
ing the following new subparagraphs:

“(C) AGGREGATION OF DEPOSITS.—For the
purpose of determining the net amount due
to any depositor under subparagraph (B), the
Corporation shall aggregate the amounts of
all deposits in the insured depository institu-
tion which are maintained by a depositor or
by others for the benefit of the depositor, as
follows:

‘(i) Deposits registered under the same
taxpayer identification number or employer
identification number of one depositor shall
be attributed to that depositor.

‘(1) Deposits registered under the tax-
payer identification number or employer
identification number of more than one de-
positor shall be attributed equally, unless
otherwise specified in the deposit account
records, among those depositors.

“(iii) Deposits consisting of a revocable
trust or similar account shall be attributed
to the settlor or grantor of the deposit ac-
count.

“(iv) Deposits maintained by an individual
or entity (including an insured depository in-
stitution) acting as an agent, custodian,
nominee, conservator or in a similar capac-
ity on behalf of a principal (other than an in-
sured depository institution) shall be attrib-
uted to such principal.

“(v) Such other attribution to a depositor
as the Board of Directors determines by reg-
ulation not to be unduly burdensome and
costly to calculate; provided that the deposi-
tor has control over the deposit account and
that such attribution would be consistent
with the insurance purposes of this Act.

‘(D) DEPOSITOR IDENTIFICATION.—

“(i) IDENTIFICATION NUMBER.—AIll deposits
shall be registered under the taxpayer identi-
fication number or employer identification
number of each depositor.

“(ii) CONSIDERATION OF ADDITIONAL INFOR-
MATION.—For the purpose of aggregating and
attributing deposits under this paragraph,
the Corporation may consider additional in-
formation contained in the records of the in-
sured depository institution or made avail-
able by the depositor.”.

(b) EFFECTIVE DATE—~The amendment
made by subsection (a) shall take effect on
January 1, 1995.

INCREASING DANGER IN THE
NAGORNO-KARABAGH STRUGGLE

The SPEAKER pro tempore (Mr.
FLAKE). Under a previous order of the
House, the gentleman from Utah [Mr.
OWENS] is recognized for 5 minutes.

Mr., OWENS of Utah. Mr. Speaker, I
do not often presume upon the time of
the House, but my return last evening
from Armenia has led me to take this
time to discuss what is a very grave
and serious situation.

I just returned last evening from a
48-hour visit to Armenia, and conversa-
tions with ranking public officials, in-
cluding President Levon Ter-Petrosian,
Prime Minister Gagik Haratunian, and
several members of the Armenian Cabi-
net. In addition I have spoken with a
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great many other officials and dozens
of residents of that beleaguered coun-
try. I tried without success for 2 days
to visit the enclave of Nagorno-
Karabagh by helicopter, but weather
and military action combined to make
that impossible, to my great regret.
Just before I arrived, Azeri forces shot
a helicopter evacuating wounded Ar-
menian women and children.

My assignment as a member of the
Foreign Affairs Committee Sub-
committee on Europe and the Middle
East was to ascertain relevant facts
and information about conditions
there. But my first humanitarian con-
cern was the well-being of the people of
that country, more than 3% million
people, who have been victimized for
many years by a cruel blockade of
most of their food, fuel and other es-
sential resources by the Azerbaijani
Government in complete derogation of
international law and the charter of
the United Nations. It is an irrespon-
sible, reprehensible attempt to bring
improper pressure on behalf of their
own military action by raising dra-
matically the level of human suffering
among Armenians in both Armenia and
Nagorno Karabagh.

Stories of a fierce battle in and
around the Azerbaijani town of Khojaly
in Nagorno-Karabagh, said to have oc-
curred on or about February 26, were
beginning to circulate in the world's
press just before my departure from
Washington on March 4. Gruesome pic-
tures and reports of the alleged killing
of Azeri women and children by troops
of the Nagorno-Karabagh Armenian
army and irregulars were being pub-
licized. This became an important
issue for me to explore while in Arme-
nia.

I conducted many interviews and
held many conversations while in Ar-
menia about the grave charges being
made, surveyed and read much of the
world’s press and spoke at length with
several newspaper and television cor-
respondents who had actually visited
the town of Khojaly shortly after Feb-
ruary 26, and interviewed military
wounded who had been in the area.

As a result of that inquiry, I have
come to believe that a serious breach
of human rights did in fact occur at
that time, that innocent Azeri women
and children were killed, apparently by
Nagorno Karabagh Armenians on or
about February 26. The number killed
has been grossly exaggerated; still, vir-
tually all objective observers place the
number of dead at approximately 125 to
200, with at least two-thirds being
Azeri regular and irregular army
troops.

But whatever the number of dead and
wounded, a great tragedy has occurred
in what is a continuing sorry and piti-
ful litany of outrageous incidents of
cruelty in that struggle for control of
that small mountainous area in Azer-
baijan populated by Armenian ethnics.
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We must all condemn the gross depar-
ture from universally accepted stand-
ards of war: that the lives of innocent
nonbelligerent men, women and chil-
dren are to be protected. There is little
enough of military warfare which bears
any resemblance to civility. That prac-
tice, above all others, must be re-
spected and departures from it must be
condemned.

For those of you who are not familiar
with recent events in Khojaly, you
should know that just as Baroness Cox
of the House of Lords warned us, the
Azeris began launching hundreds of
GRAD missiles from Khojaly into
Stepanakert, the capital. This shelling
leveled approximately 50 percent of
that capital city, population 80,000. The
shelling destroyed hospitals, homes
and the Parliament building and killed
unknown numbers of its Armenian
residents.

If the killings were perpetrated by
Armenians, as it appears, they were
undisciplined troops from among the
Nagorno Karabagh Armenians, acting
contrary to usual standards and prac-
tices for military engagements which
otherwise have been scrupulously ad-
hered to by the Armenian soldiers of
Nagorno Karabagh. I deeply regret
those killings and condemn the events
which culminated in that deplorable
travesty.

But the facts are not clear. The
American press has relied on Azeri and
Turkish accounts to claim that Arme-
nians massacred 1,000 innocent civil-
ians. Yet French, Russians, British,
and other independent eyewitness jour-
nalists have categorically refuted these
reports. They place the total death toll
at no more than 200—including mili-
tary and civilian personnel—and they
refute charges that Armenians mas-
sacred or mutilated any of the dead.
Florence David of French television
Canal Linq has described ‘‘how the
myth of a massacre was concocted by
the Azeris.”

I have today dispatched a letter to
Artur  Mkrtichian, president of
Nagorno Karabagh, calling upon him
and other responsible officials to ap-
point a commission of impartial and
objective individuals of international
reputation to conduct an inguiry and
report the results thereof to him and to
the public. Second, I have suggested to
him that he pledge that guilty person-
nel, if the inquiry finds that in fact
such a breach of human rights took
place, will be arrested, charged and
brought before an appropriate military
tribunal. The Armenians, in sharp con-
trast to the Azeris, have consistently
investigated, tried, and punished indi-
viduals who, even under the pressures
of war, have committed crimes. Only
after such an investigation in this case
can the world be reassured that the Ar-
menians of Nagorno Karabagh will act
with responsibility in their struggle for
self determination and independence.
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1 was chairman of the delegation of
congressional observers at the Arme-
nian independence referendum last
September. I am also the prime sponsor
of legislation to preclude further
American diplomatic recognition of
Azerbaijan, economic assistance or fa-
vorable trade with the United States
until. the blockade of Armenia and
Nagorno Karabagh is lifted and human
rights restored. This legislation cur-
rently has 43 co-sponsors. That block-
ade of Armenia is an on-going gross
breach of human rights, it is contrary
to international law and the United
Nations Charter, is considered an act of
war and is causing widespread life
threatening suffering.

The United States Department has
chosen to ignore those violations, in
complete derogation of the pre-
conditions for human rights which Sec-
retary Baker earlier assured us must
be adhered to before any of the former
Soviet Republics would be diplomati-
cally recognized by this country. The
Secretary of State is so anxious to
build a counter force against Iran from
among the Muslim republics and Tur-
key that he has forgotten the lessons
from Iraq.

When America ignores serious human
rights violations in pursuit of political
purposes, as the administration did in
dealing with Saddam Hussein prior to
the Kuwait invasion, we lose. That is
what is being done in Azerbaijan and
Armenia today by the U.S. State De-
partment. I deplore our refusal to in-
sist that Azerbaijan drop its blockade
of Armenia and Nagorno Karabagh be-
fore we grant Azerbijan full diplomatic
recognition and American economic as-
sistance.

I also wish to point out that no one
has charged that the Armenian Gov-
ernment of President Levon Ter-
Petrosian was involved in the tragic
events at Khojaly.

There is increasing danger that the
struggles and battles in the enclave of
Nagorno Karabagh could bring the two
countries of Armenia and Azerbaijan
into direct conflict. There is also a
more remote likelihood that other
countries in the region, most likely
Turkey, could enter such an engage-
ment against Armenia. Above all else,
we must hope that negotiations can
begin immediately to contain this an-
cient dispute. It is to be hoped that
Russian President Boris Yeltsin, who
represents the only effective arbitra-
tion force in the area will continue his
efforts. We all pray that those involved
will be successful in averting the full
scale blood bath which otherwise looms
for that area.

THE REPUBLICAN PARTY IS
MAINSTREAM AMERICA
The SPEAKER pro tempore (Mr.
FLAKE). Under a previous order of the
House, the gentleman from Oklahoma
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[Mr. INHOFE] is recognized for 10 min-

utes.

Mr. INHOFE. Mr. Speaker, in light of
the chain of events of the past few
weeks, I feel compelled to share with
you some conclusions that I have come
to concerning the voting behavior of
the Democrat and Republican Parties.
Because a majority of the media is lib-
eral and not sensitive to conservative
causes, there is a distorted message
going around America. That message
somehow wants to erroneously convey
that the Democrat Party is the party
of the people.

Interestingly enough, just the re-
verse is true. It has just occurred to me
over the last few months that virtually
everything that mainstream America
is enthusiastic about is something that
has been consistent with the Repub-
lican philosophy and not the Democrat
philosophy.

What I am saying, and not in a smug
way, is that clearly the Republican
Party espouses the principles that are
agreed to by mainstream America. The
Democrat Party, which has been in
power in Congress and has run the
show for five decades, is no longer un-
derstanding of or sympathetic to the
feelings and the needs and the desires
of mainstream America.

Mainstream America wants a strong
national defense, wants voluntary
prayer in school, wants tough penalties
for crime, and wants a constitutional
balanced-budget amendment. Main-
stream America does not want feder-
ally subsidized abortions, flag desecra-
tion, and bureaucratic harassing over-
regulation of our lives and our busi-
nesses.

How do we know that mainstream
America has these desires? We know
because polling data is very clear. Spe-
cifically, according to a January 1992
CBS News-New York Times poll, 67 per-
cent of Americans say it is still impor-
tant for the United States to maintain
a strong military. According to an Oc-
tober 1991 Times-CNN poll, 78 percent
of Americans favor allowing children
to say prayers in public school. Accord-
ing to an August 1988 CBS News-New
York Times poll, 78 percent of Ameri-
cans favor a constitutional amendment
requiring the Federal Government to
balance its budget.

According to the Los Angeles Times
in a November 1987 survey, federally
subsidized abortions are opposed by 64
percent of the people. In a March 1990
CBS News-New York Times poll, flag
desecration was opposed by 83 percent
of those surveyed. According to a
March 1991 National Victim’'s Center
poll, 80 percent of all Americans favor
expediting the appeals process for
death penalty cases. And, according to
a February 1992 Times-Mirror poll, 65
percent of Americans agree that gov-
ernment is involved too much in their
lives.

With that overwhelming message
being sent by the American people
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through these national polls, wouldn't
it be reasonable to assume that Con-
gress would listen and act in accord-
ance with these desires? Well, at least
one party does—the Republican Party.
In every case, without exception, when
these issues are brought to a vote in
Congress, the desires of the American
people are overwhelmingly supported
by the Republicans and are rejected by
the Democrats.

But, don't take my word for it. Let’s
look at the record. I will present docu-
mentation that shows when each of
these seven subjects has been brought
up, an overwhelming majority of Re-
publicans have supported mainstream
America, while a confusingly high
number of Democrats have voted in di-
rect opposition to what most Ameri-
cans want. On page H 3400 of the May
22, 1991 CONGRESSIONAL RECORD, we find
a vote before Congress on an amend-
ment for a strong national defense. The
vote failed by a margin of 161 to 265,
right down party lines. The Democrats
voted to weaken our defense system
and the Republicans voted to strength-
en it.

On May 9, 1989, there was an amend-
ment that passed in the 101st Congress
favoring prayer in school and less than
half of the House Democrats supported
it. In this Congress, on June 5, 1991,
there was a vote that dealt specifically
with reducing Federal spending there-
by balancing the budget, and that
failed 171 to 255, right down party lines.
An amendment that provided use of
Federal military hospitals for abor-
tions passed the House by a margin of
220 to 208 on May 22, 1991, right down
party lines. Back in the 101st Congress,
a measure to constitutionally protect
the U.S. flag failed by a vote of 2564-177
on June 21, 1990, right down party lines.
Ninety percent of the House Repub-
licans voted in favor of the measure.
On November 13, 1991, by a margin of
253 to 177, the Democrats voted to place
further governmental regulation on
our lives and businesses. On a vote of
208 for and 218 against, a measure to
stiffen criminal penalties failed on Oc-
tober 17, 1991. All but nine of the soft-
on-crime votes were Democrats. And fi-
nally, during last year's defense au-
thorization debate on May 22, 1991,
Democrats in Congress voted by a mar-
gin of 268 to 161 to make irresponsible
cuts in this Nation’s defense systems.
These are but a few of a multitude of
votes that could be used to dem-
onstrate the relative voting behavior of
the Democrat and Republican Party
philosophies that occur on a weekly
basis.

It is unfortunate that the liberal
Democrat majority, that has had abso-
lute control of Congress over the past
few decades has developed ingenious
deceptive mechanisms in the institu-
tion to hide their votes. This enables
them to make the people at home be-
lieve that they are supporting their po-
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sition while opposing it in Congress. It
is an attitude that the leadership of
Congress seems to know more about
the needs and desires of the people
than the people themselves know.

A good example is the method used
to hide their votes from the people con-
cerning a balanced budget amendment
to our Constitution. Shortly after it
was discovered in a USA Today poll in
1987 that over 80 percent of the people
in America want a balanced-budget
amendment to the Constitution, House
Joint Resolution 268 was introduced.
House Joint Resolution 268 imme-
diately gained 246 coauthors from over
the Nation. I can just envision, at the
town hall meetings back home, a lib-
eral Democrat standing up and holding
House Joint Resolution 268 in his hand
saying, ““See here, ladies and gentle-
men. This is my name as cosponsor of
House Joint Resolution 268."" What the
Congressman didn't tell these people is
that he has no intentions of allowing
House Joint Resolution 268 to come up
for a vote. How does this Congressman,
who is trying to make the people back
home believe that he is supporting a
budget-balancing amendment to the
Constitution, keep from having to vote
on it?

It is very simple, the Speaker merely
puts it in a committee and then makes
a deal with the committee chairman
not to bring it up for consideration.
The only way that it can be brought up
for consideration is for a discharge pe-
tition to be signed by 218 Members of
Congress. The discharge petition is in
the Speaker’s desk and must be signed
during the course of a legislative day.
However, the names of those individ-
uals who sign a discharge petition are
kept secret and if a Member discloses
the names of other Members who sign
the discharge petition, he can be dis-
ciplined to the extent of expulsion
from membership of the House of Rep-
resentatives. So House Joint Resolu-
tion 268 had 240 cosponsors, but only
140 Members were willing to sign the
discharge petition.

Pretty cozy, huh? The Congressman
can falsely represent his position to
the people at home and never have to
vote on the issue. I might add that
there is a happy ending to that House
Joint Resolution 268 story. Several of
us contacted a national publication.
While the publication knew we couldn't
divulge the names of those who signed
the discharge petition, they agreed to
print the names of the individuals who
coauthored House Joint Resolution 268,
but did not sign the discharge petition.
We found a loophole in the corrupt in-
stitutional system that protects Con-
gressmen from their electorate and as
a result of that, we were able to imme-
diately force it out onto the floor and
we missed passing a balanced-budget
amendment to the Constitution by
only seven votes.

These corrupt institutional arrange-
ments have been put in place by the
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liberal Democratic leadership over the
past few decades and it's time that
they be stopped.

So, mainstream America, we know
that you want a strong national de-
fense, tough crime laws, voluntary
prayer in school, and a constitutional
balanced-budget amendment and we
know that you do not want federally
subsidized abortions, flag desecration,
and more overregulation of your lives
and businesses. We Republicans hear
you loud and clear and we are solidly
behind you with our voices and our
votes.

It is time for America to wake up and
understand who is in support of main-
stream America and all that it stands
for—it is the Republican Party. The
Republican Party is mainstream Amer-
ica.

R —

MESSAGE FROM THE PRESIDENT

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

———
0 1450

RESCISSIONS OF BUDGET AUTHOR-
ITY—MESSAGE FROM THE
PRESIDENT OF THE UNITED
STATES (H. DOC. NO. 102-201)

The SPEAKER pro tempore (Mr.
FLAKE) laid before the House the fol-
lowing message from the President of
the United States; which was read and,
together with the accompanying pa-
pers, without objection, referred to the
Committee on Appropriations and or-
dered to be printed:

To the Congress of the United States:

In accordance with the Congressional
Budget and Impoundment Control Act
of 1974, I herewith report 30 rescission
proposals, totaling $2.1 billion in budg-
etary resources.

The proposed rescissions affect the
Department of Commerce, Defense,
Health and Human Services, Housing
and Urban Development, the Interior,
and Transportation. The details of
these rescission proposals are con-
tained in the attached report.

GEORGE BUSH.

THE WHITE HOUSE, March 10, 1992.

SPECIAL ORDERS GRANTED

By unanimous consent, permission to
address the House, following the legis-
lative program and any special orders
heretofore entered, was granted to:

(The following Members (at the re-
quest of Mr. SCHIFF) to revise and ex-
tend their remarks and include extra-
neous material:)

Mr. DELAY, for 60 minutes, today.

Mr. ANNUNZIO, for 5 minutes, today.

(The following Member (at the re-
quest of Mr. GONZALEZ) to revise and
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extend his remarks and include extra-
neous material:)

Mr. OwWENS of Utah, for 5§ minutes,
today.

EXTENSION OF REMARKS

By unanimous consent, permission to
revise and extend remarks was granted
to:

(The following Members (at the re-
quest of Mr. SCHIFF) and to include ex-
traneous matter:)

. DICKINSON.

GALLEGLY in three instances.
GEKAS.

SNOWE.

GILMAN in two instances.
EMERSON.

BONIOR.

FALEOMAVAEGA in five instances.
PEASE.

FASCELL in two instances.
CONYERS.

HOYER.

BEEEEREEREES

ADJOURNMENT

Mr. INHOFE. Mr. Speaker, I move
that the House do now adjourn.

The motion was agreed to; accord-
ingly (at 2 o'clock and 51 minutes
p.m.), the House adjourned until to-
morrow, Wednesday, March 11, 1992, at
2p.m.

—————

EXECUTIVE COMMUNICATIONS,
ETC.

Under clause 2 of rule XXIV, execu-
tive communications were taken from
the Speaker’s table and referred as fol-
lows:

3041. A letter from the Secretary of Agri-
culture, transmitting a report on the Rural
Housing Demonstration Housing Program,
pursuant to 42 U.8.C. 1476(b); to the Commit-
tee on Banking, Finance and Urban Affairs.

3042. A letter from the Secretary of Hous-
ing and Urban Development, transmitting a
draft of proposed legislation to amend the
United States Housing Act of 1937; to the
Committee on Banking, Finance and Urban
Affairs.

3043. A letter from the Auditor, District of
Columbia, transmitting a copy of a report
entitled “Follow-up Review of the Depart-
ment of Housing and Community Develop-
ment's Property Management Administra-
tion Systems of Maintenance Practices and
Financial Controls: FY 1983-FY 1985," pursu-
ant to D.C. Code, section 47-117(d); to the
Committee on the District of Columbia.

3044. A letter from the White House Con-
ference on Indian Education, Director, trans-
mitting the report of the White House Con-
ference on Indian Education and statement
thereon, pursuant to 25 U.S.C. 2001 note; to
the Committee on Education and Labor.

3045. A letter from the Secretary of Edu-
cation, transmitting notice of final priorities
for fiscal year 1992—special projects and
demonstrations for providing supported em-
ployment services to individuals with handi-
caps, pursuant to 20 U.S.C. 1232(d)(1); to the
Committee on Education and Labor.

3046. A letter from the Secretary of Edu-
cation, transmitting notice of final priorities
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for fiscal year 1992—projects with industry,
pursuant to 20 U.8.C. 1232(dX1); to the Com-
mittee on Education and Labor.

3047. A letter from the Secretary of Edu-
cation, transmitting notice of final priorities
for fiscal year 1992—wvocational rehabilita-
tion service projects for American Indians
with handicaps, pursuant to 20 U.S.C.
1232(d)(1); to the Committee on Education
and Labor.

3048. A letter from the Secretary of Edu-
cation, transmitting notice of final priorities
for fiscal year 1992—wvocational rehabilita-
tion service projects program for migratory
agricultural and seasonal farmworkers with
handicaps, pursuant to 20 U.S.C. 1232(d)(1); to
the Committee on Education and Labor.

3049. A letter from the Secretary of Edu-
cation, transmitting notice of final priorities
for fiscal year 1992—rehabilitation long-term
training, pursuant to 20 U.S.C. 1232(d)(1); to
the Committee on Education and Labor.

3050. A letter from the Assistant Secretary
for Legislative Affairs, Department of State,
transmitting its quarterly report concerning
human rights activities in Ethiopia, covering
the period July 15 through October 14, 1991
and the period October 15, 1991 through Janu-
ary 14, 1992, pursuant to Public Law 100-456,
section 1310(c) (102 Stat. 2065); to the Com-
mittee on Foreign Affairs.

3051. A letter from the Assistant Secretary
for Legislative Affairs, Department of State,
transmitting notification of a proposed li-
cense for the export of major defense equip-
ment sold commercially to Kuwait (trans-
mittal No. MC-8-92), pursuant to 22 U.S.C.
2776(c); to the Committee on Foreign Affairs.

3052, A letter from the Assistant Secretary
for Legislative Affairs, Department of State,
transmitting a copy of Presidential Deter-
mination No. 92-16 concerning Angola, pur-
suant to 22 U.S.C. 2364(a)(1); to the Commit-
tee on Foreign Affairs.

3053. A letter from the Assistant Secretary
for Legislative Affairs, Department of State,
transmitting the semiannual reports for the
period April 1991 to September 1991 listing
voluntary contributions made by the U.S.
Government to international organizations,
pursuant to 22 U.8.C. 2226(b)(1); to the Com-
mittee on Foreign Affairs.

3054. A communication from the President
of the United States, transmitting his deter-
mination that continued nuclear cooperation
with the European Atomic Energy Commu-
nity [EURATOM] is needed in order to
achieve U.S. nonproliferation objectives and
to protect our common defense and security,
pursuant to 42 U.S.C. 2155(a)2) (H. Doc. No.
102-200); to the Committee on Foreign Affairs
and ordered to be printed.

3055. A letter from the Comptroller Gen-
eral, General Accounting Office, transmit-
ting the list of all reports issued or released
in January 1891, pursuant to 31 U.S.C. T18(h);
to the Committee on Government Oper-
ations.

3056. A letter from the Committee for Pur-
chase From the Blind and Other Severely
Handicapped, transmitting a report of activi-
ties under the Freedom of Information Act
for calendar year 1991, pursuant to 5 U.S.C.
552(e); to the Committee on Government Op-
erations.

3057. A letter from the Chairman, Commod-
ity Futures Trading Commission, transmit-
ting a report of activities under the Freedom
of Information Act for calendar year 1991,
pursuant to 5 U.5.C. 552(d); to the Committee
on Government Operations.

3068. A letter from the Chairman,
Consumer Product Safety Commission,
transmitting a report of activities under the
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Freedom of Information Act for calendar
year 1991, pursuant to 5 U.S.C. 562(e); to the
Committee on Government Operations.

3059. A letter from the Equal Employment
Opportunity Commission, transmitting a re-
port of activities under the Freedom of Infor-
mation Act for calendar year 1991, pursuant
to 5 U.S.C. 552; to the Committee on Govern-
ment Operations.

3060. A letter from the Executive Director,
Federal Energy Regulatory Commission,
transmitting notice of proposed changes to
an existing system of records, pursuant to 5
U.S.C. b52a(r); to the Committee on Govern-
ment Operations.

3061. A letter from the Executive Director,
Federal Retirement Thrift Investment
Board, transmitting a report of activities
under the Freedom of Information Act for
calendar year 1991, pursuant to 5 U.S.C.
552(e); to the Committee on Government Op-
erations.

3062. A letter from the National Archives,
transmitting a report of activities under the
Freedom of Information Act for calendar
vear 1991, pursuant to 5 U.8.C. 552(d); to the
Committee on Government Operations.

3063. A letter from the Director, National
Science Foundation, transmitting a report of
activities under the Freedom of Information
Act for calendar year 1991, pursuant to 5
U.8.C. 552(d); to the Committee on Govern-
ment Operations.

3064. A letter from the Executive Director,
Pension 'Benefit Guaranty Corporation,
transmitting a report of activities under the
Freedom of Information Act for calendar
year 1991, pursuant to 5 U.8.C. 552(d); to the
Committee on Government Operations.

3065. A letter from the Chairman, Securi-
ties and Exchange Commission, transmitting
a report of activities under the Freedom of
Information Act for calendar year 1991, pur-
suant to 5 U.8.C. 552(b); to the Committee on
Government Operations.

3066. A letter from the Director, Selective
Service, transmitting a report of activities
under the Freedom of Information Act for
calendar year 1991, pursuant to 5 U.S.C.
552(b); to the Committee on Government Op-
erations.

3067. A letter from the Deputy Associate
Director for Collection and Disbursement,
Department of the Interior, transmitting no-
tice of proposed refunds of excess royalty
payments in OCS areas, pursuant to 43 U.S.C.
1339(b); to the Committee on Interior and In-
sular Affairs.

3068. A letter from the Deputy Associate
Director for Collection and Disbursement,
Department of the Interior, transmitting no-
tice of proposed refunds of excess royalty
payments in OCS areas, pursuant to 43 U.S.C.
1339(b); to the Committee on Interior and In-
sular Affairs.

3069. A letter from the Deputy Associate
Director for Collection and Disbursement,
Department of the Interior, transmitting no-
tice of proposed refunds of excess royalty
payments in OCS areas, pursuant to 43 U.S.C.
1339(b); to the Committee on Interior and In-
sular Affairs.

3070. A letter from the Secretary, Depart-
ment of Transportation, transmitting rec-
ommendations for implementing vessel traf-
fic service systems, pursuant to Public Law
101-380, section 4107(b)(2) (104 Stat. 514); to
the Committee on Merchant Marine and
Fisheries.

3071. A letter from the Chairman, Merit
Systems Protection Board, transmitting the
Board's report entitled ‘‘Federal First-Line
Supervisors: How Good Are They?"; to the
Committee on Post Office and Civil Service.
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3072. A letter from the Department of the
Army, transmitting copies of the report of
the Secretary of the Army on civil work ac-
tivities for fiscal year 1991, Department of
Army Corps of Engineers extract report of
the Walla Walla district; to the Committee
on Public Works and Transportation.

3073. A letter from the Secretaries of De-
fense and Veterans Affairs, Departments of
Defense and Veterans Affairs, transmitting a
report on the implementation of the health
resources sharing portion of the Department
of Veterans Affairs and Department of De-
fense Health Resources Sharing and Emer-
gency Operations Act for fiscal year 1991,
pursuant to 38 U.S.C. 8111; jointly, to the
Committees on Armed Services and Veter-
ans' Affairs.

———

REPORTS OF COMMITTEES ON PUB-
LIC BILLS AND RESOLUTIONS

Under clause 2 of rule XIII, reports of
committees were delivered to the Clerk
for printing and reference to the proper
calender, as follows:

Mr. McHUGH: Committee on Standards of
Official Conduct. House Resolution 393. Reso-
lution instructing the Committee on Stand-
ards of Official Conduct to disclose the
names and pertinent account information of
those Members and former Members of the
House of Representatives who the committee
finds abused the privileges of the House
Bank, and to provide to other Members in-
formation regarding their House Bank ac-
counts. (Rept. 102-452). Referred to the House
Calendar.

PUBLIC BILLS AND RESOLUTIONS

Under clause 5, of rule X and clause 4
of rule XXII, public bills and resolu-
tions were introduced and severally re-
ferred as follows:

" By Mr. SWIFT (for himself, Mr. RIT-
TER, Mr. MANTON, Mr. RICHARDSON,
Mr. SLATTERY, Mr. PEASE, and Mr.
ANDREWS of Maine):

H.R. 4414. A bill to establish an Intercity
Rail Passenger Capital Improvement Trust
Fund, and for other purposes; jointly, to the
Committees on Ways and Means and Energy
and Commerce.

By Mr. GONZALES:

H.R. 4415. A bill to amend the Federal De-
posit Insurance Act to establish a measure
for determining deposit insurance coverage
that is fair to depositors and taxpayers, and
for other purposes; to the Committee on
Banking, Finance and Urban Affairs.

By Mr. WHITTEN (for himself, Mr.
MURTHA, Mr. SMITH of Iowa, Mr.
YATES, Mr. BEVILL, Mr. ALEXANDER,
Mr. TRAXLER, Mr. LEHMAN of Florida,
Mr. DixoN, Mr. FazZio, Mr. HEFNER,
Mr. AuCoIN, Mr. COLEMAN of Texas,
Mr. MOLLOHAN, Ms. PELOSI, Mr. GON-
ZALEZ, Mr. BROWN, Mr. MILLER of
California, Mr. CONYERS, Mr. DEL-
LUMS, Mr. Nowak, Mr. KILDEE, Mr.
FRANK of Massachusetts, Mr.
KoPETSKI, Mr. KANJORSKI, Mr,
ToORRES, Mr. FORD of Tennessee, Mr.
DEFAZIO, Mrs, UNSOELD, and Mr.
MARTINEZ):

H.R. 4416. A bill making dire emergency
appropriations to create essential productive
jobs, to strengthen short-term economic re-
covery, to boost long-run economic expan-
sion, and to provide assistance to those who
have been adversely affected by the eco-
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nomic downturn for the fiscal year ending
September 30, 1992, and for other purposes; to
the Committee on Appropriations.
By Mr. HENRY (for himself, Mr. VAL-
ENTINE, Mr. LEwIs of Florida, and,
Mrs. JOHNSON of Cennecticut):

H.R. 4417. A bill to rename the Department
of Commerce as the Department of Manufac-
turing and Commerce, and for other pur-
poses; jointly, to the Committees on Energy
and Commerce, Science, Space, and Tech-
nology, Education and Labor, and Ways and
Means.

By Mr. LEWIS of Florida:

H.R. 4418. A bill to amend the Internal Rev-
enue Code of 1986 to restore the prior law ex-
clusion for scholarships and fellowships; to
the Committee on Ways and Means.

By Mr. McCURDY (for himself, Mr.
GEPHARDT, Mr. HYDE, Mr. SOLARZ,
Mr. HOYER, Mr. GILMAN, Mr. BEREU-
TER, and Mr. JONES of Georgia):

H.R. 4419. A bill to provide for a Democ-
racy Corps to mobilize and coordinate the
expertise and resources of United States citi-
zens in providing targeted assistance to sup-
port the development of democratic institu-
tions and free market economies in the
former Soviet republics and the Baltic
States; to the Committee on Foreign Affairs.

By Mr. OWENS of Utah:

H.R. 4420. A bill to improve budgetary in-
formation by requiring that the unified
budget presented by the President contain
an operating budget and a capital budget,
distinguish between general funds, trust
funds, and enterprise funds, and for other
purposes; jointly, to the Committees on Gov-
ernment Operations and Rules.

By Ms. SNOWE:

H.R. 4421. A bill to establish a comprehen-
sive recovery program for communities,
businesses, and workers adversely affected
by the closure or realignment of military in-
stallations; jointly, to the Committees on
Armed Services, Energy and Commerce,
Ways and Means, Government Operations,
Banking, Finance and Urban Affairs, Edu-
cation and Labor, and Public Works and
Transportation.

By Mr. SYNAR. (for himself, Mr.
MooDy, Mr. KLECZEA, Mr. ASPIN, Mr.
PETRI, and Mr. GUNDERSON):

H.R. 4422. A bill to establish a Federal fa-
cilities energy efficiency bank to improve
energy efficiency in federally owned and
leased facilities, and for other purposes;
jointly, to the Committees on Energy and
Commerce and Government Operations.

By Mr. CONYERS:

H.J. Res, 435. Joint resolution to provide
for the issuance of a commemorative postage
stamp in honor of Louis “Satchmo’ Arm-
strong; to the Committee on Post Office and
Civil Service.

MEMORIALS

Under clause 4 of rule XXII, memori-
als were presented and referred as fol-
lows:

340. By the SPEAKER: Memorial of the
House of Representatives of the State of
Michigan, relative to the Little Traverse
Bay Bands of Odawa Indians; to the Commit-
tee on Interior and Insular Affairs.

341. Also memorial of the Senate of the
State of New York, relative to the 200th an-
niversary of the U.S. Bill of Rights; to the
Committee on the Judiciary.
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ADDITIONAL SPONSORS

Under clause 4 of rule XXII, sponsors
were added to public bills and resolu-
tions as follows:

H.R. 78: Mr. JOHNSON of Texas.

H.R. 371: Mr. SANTORUM.

H.R. 608: Mr. HOCHBRUECKNER and Mr. BEN-
NETT.

H.R. 609;: Mr. FRANK of Massachusetts and
Mr. PETERSON of Minnesota.

H.R. 639: Mrs. VUCANOVICH.

H.R. 905: Mr. TRAFICANT.

H.R. 1004: Mr. FRANKS of Connecticut and
Mr. SUNDQUIST.

H.R. 1124: Mr. SISISKY.

H.R. 1251: Mr. HYDE, Mrs. BENTLEY, and Mr.
MCMILLEN of Maryland.

H.R. 12562: Mrs. BENTLEY and Mr. MCMILLEN
of Maryland.

H.R. 1253: Mr. HYDE and Mr. MCMILLEN of
Maryland.

H.R. 1473: Mr. STAGGERS and Mr. BOEHNER.

H.R. 1T74: Mr. JEFFERSON.

H.R. 2083;: Mr. MILLER of Washington and
Mr. GORDON.

H.R. 2200: Mr. TAYLOR of North Carolina.

H.R. 2214: Mr. IRELAND.

H.R. 2452: Mr. BACCHUS.

H.R. 2832: Mr. REED.

H.R. 2872: Mr. GALLEGLY and Mr. JONES of
North Carolina.

H.R. 2966: Mr. MILLER of California and Mr.
LEwIs of Georgia.

H.R. 3026: Mr. MILLER of California, Ms.
PELOSI, Mr. MAVROULES, Mr. KENNEDY, and
Mr. Cox of Illinois.

H.R. 8173: Mr. DERRICK.

H.R. 3330: Mr. BEREUTER.

H.R. 3475: Ms. WATERS, Mr. TOowNs, Mr.
AUCOIN, and Mr. OWENS of Utah.

H.R. 3476: Ms. WATERS, Mr. LEHMAN of
Florida, Mr. TownNs, Mr. RAMSTAD, Mrs.
LLOYD, Mr. LAFALCE, Mr. KLug, and Mr.
OWENS of Utah.

H.R. 3887: Mr. JONTZ.

H.R. 3952: Mr. SPRATT and Mr. CLINGER.
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H.R. 3986: Mr. JoHNSON of South Dakota,
Mr. McMILLAN of North Carolina, and Mr.
GUARINI.

H.R. 4013: Mr. KANJORSKI.

H.R. 4051: Mr. McNuLTY, Ms. LONG, and
Mrs. UNSOELD.

H.R. 4109: Mr. MARKEY, Mr. ATKINS, Mr.
JOHNSON of South Dakota, Mr. ROE, Mr. Liv-
INGSTON, and Ms. NORTON.

H.R. 4190: Mr. STENHOLM, Mr. CRANE, Mr.
SYNAR, and Mr. CHAPMAN.

H.R. 4198: Mr. FIELDS, Mr. HUGHES, Mr.
MANTON, and Mr. SMITH of Florida.

H.R. 4228: Mr. MILLER of Ohio, Mr. JEFFER~
SON, Mr. HOCHBRUECKNER, Mr. DWYER of New
Jersey, Mr. KOLTER, and Mrs. ROUKEMA.

H.R. 4234: Mr. JEFFERSON and Mr. RIGGS.

H.R. 4243: Mr. KOPETSK1, Mr. FROST, Mr.
VOLKMER, and Mr. GEPHARDT.

H.R. 4351: Mr. JEFFERSON, Mr. HERGER, Mr.
KANJORSKI, and Mr. HYDE,

H.J. Res. 371: Mr. ALEXANDER, Mr. BAR-
NARD, Mr. BILIRAKIS, Mr. BROWN, Mr. Doo-
LITTLE, Mr. DUNCAN, Mr. EVANS, Mr. GON-
ZALEZ, Mr. LEVIN of Michigan, Mr. LEWIS of
California, Mr. LOWERY of California, Mr.
ROWLAND, Mr. SAB0, Mr. BENNETT, Mr. CAL-
LAHAN, Mr. CARR, Mr. CLEMENT, Mr. LEHMAN
of Florida, Mr. SAWYER, Mr. SCHEUER, and
Mr. WEISS.

H.J. Res. 388: Mr. SABo, Mr. MCNULTY, Mr.
FAz10, Mr. ARCHER, Mr. JOHNSON of South
Dakota, Mr. ATKINS, and Mr. CRAMER.

H.J. Res. 410: Mr. SYNAR, Mr. PANETTA, Mr.
ANDREWS of Texas, Mr. ORTON, Mr. Cox of I1-
linois, Mr. BALLENGER, Mr. FAWELL, Mr.
HENRY, Ms. HORN, Mrs. UNSOELD, and Mr.
Younec of Florida.

H.J. Res. 424: Mr. LanTOs8, Mr. OWENS of
New York, Mr. LAGOMARSINO, Mr. DYMALLY,
Mr. MONTGOMERY, Mr. LAFALCE, Mr, MILLER
of California, Mr. MCDADE, Mr. HUGHES, Mr.
McCMILLEN of Maryland, Mr. GUARINI, Ms.
PELOSI, Mr. LANCASTER, Ms. NORTON, Mr.
OWENS of Utah, Mr. QUILLEN, Mr. RAVENEL,
and Mr. STAGGERS.

H.J. Res. 430: Mr. MARTIN, Mr. MRAZEK, Mr.
MURPHY, Mr. STARK, Mr. ANDREWS of New
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Jersey, Ms. HORN, Mr. OWENS of Utah, Mr.
PERKINS, Mr. PICKETT, Mr. APPLEGATE, Mr.
RicGs, Mr. RAVENEL, Mr. ANDREWS of Maine,
Mr. MCNULTY, Mr. JOHNsON of South Dakota,
Mr. EDWARDS of Texas, Mr. SCHUMER, Mr.
MILLER of California, Mr, SOLOMON, Mr.
STOKES, Mr. RANGEL, Mr. ROE, Mr. BROWDER,
Mr. FALEOMAVAEGA, Mr. FEIGHAN, Mr. TRAX-
LER, Mr. VOLKMER, Mr. WALSH, Mr. LEHMAN
of Florida, Mr. SERRANO, and Mr. TOWNS.

H. Con. Res, 89: Mr, SWETT and Mr.
McMILLEN of Maryland.

H. Con. Res. 192: Mr. MAzzoLI, Mrs. MINK,
Mr. MAVROULES, Mr. FIsH, Mr. NOWAK, Mr.
GUARINI, Mr. ANDERSON, Mrs. BOXER, Mr.
JONTZ, Mr. NEAL of Massachusetts, Mr.
Moopy, Mr. NEAL of North Carolina, Mr.
MYERS of Indiana, Mr. VISCLOSKY, Mr. TAY-
LOR of Mississippi, Mr. BERMAN, Mr. GLICK-
MAN, and Mr. ENGLISH.

H. Con. Res. 224: Ms. ROS-LEHTINEN and Mr.
LEACH.

H. Con. Res. 276: Mr. SAWYER, Mrs. BENT-
LEY, Mr. CoLEMAN of Texas, Mr, Towns, Mr.
ANDREWS of New Jersey, Mr. CLEMENT, Mr.
BREWSTER, Mr. BEVILL, Mr. BROWDER, Mr.
LENT, Mr. POSHARD, Mr. GUARINI, Mr.
BUSTAMANTE, Mr. CALLAHAN, Mr. DONNELLY,
Mr. DOOLITTLE, Mr. FROST, Mr. MONTGOMERY,
Mr. FEIGHAN, Mr. HOYER, Mr. EsPY, Mr. AN-
NUNZIO, Mr. DORNAN of California, Mr. Dow-
NEY, Mr. GUNDERSON, Mr. HEFNER, Mr. RIT-
TER, Mr. HORTON, Mr. WILSON, Mr. ROE, Mr.
LAGOMARSINO, Mr. SMITH of Florida, Mr. FAs-
CELL, Mr, BATEMAN, Mr. MCDADE, Mr.
MCMILLEN of Maryland, Mr. HUGHES, Mr.
LANCASTER, Ms. NORTON, Mr, OWENS of Utah,
Mr. SOLOMON, Mr. HALL of Texas, Mr. LA-
FALCE, Mr. QUILLEN, Mr. RAVENEL, Mr.
RIGGS, Mr. ROSTENKOWSKI, Mr. ERDREICH, and
Mr. STAGGERS.

H. Res. 376: Mr. CRANE, Mr. KLUG, Mr. Fa-
WELL, Mr. JACOBS, Mr. McMILLAN of North
Carolina, and Mr. SOLOMON.

H. Res. 391: Mr. MOAKLEY.
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SENATE—Tuesday, March 10, 1992

(Legislative day of Thursday, January 30, 1992)

The Senate met at 9:30 a.m., on the
expiration of the recess, and was called
to order by the President pro tempore
[Mr. BYRD].

The PRESIDENT pro tempore. The
prayer will be led by the Chaplain, the
Reverend Dr. Richard C. Halverson.

PRAYER

The Chaplain, the Reverend Richard
C. Halverson, D.D., offered the follow-
ing prayer:

Let us pray:

Therefore shall a man leave his father
and his mother, and shall cleave unto his
wife: and they shall be one flesh.—Gen-
esis 2:24.

God of creation, we need constantly
to be reminded that marriage is God’s
idea, not the invention of a clever soci-
ologist who decided that it would be a
good way to organize society. History
teaches us that as the family disinte-
grates, society disintegrates. Help us
all, Lord, to take our families seri-
ously. Forgive us for making our ca-
reer a mistress, causing us to neglect
spouses and children. Help the Sen-
ators, as national leaders, to be exam-
ples of what God intended marriage
and family to be.

Father in heaven, bless our families.
Help us to take time, make time, for
them. Intervene in our family relation-
ships, that there may be healing and
reconciliation. Teach us, Lord, that
spouse and children deserve priority
over everything else in life, except God
Himself.

We pray in the name of Jesus, the
Heavenly Bridegroom. Amen.

RECOGNITION OF THE MAJORITY
LEADER

The PRESIDENT pro tempore. Under
the standing order, the majority leader
is recognized.

Mr. MITCHELL. Mr. President, am I
correct in my understanding that the
Journal of the proceedings has been ap-
proved to date?

The PRESIDENT pro tempore. The
Senator is correct.

———

SCHEDULE

Mr. MITCHELL. Mr. President, this
morning, the period for morning busi-
ness will extend until 10 o'clock a.m.,
during which time Senators will be per-
mitted to speak for up to 5 minutes
each. Once morning business closes at
10, the Senate will proceed to the con-
sideration of S. 792, the radon control
bill. This measure will be considered

under a unanimous-consent agreement
reached last week and printed in the
RECORD.

The agreement provides that only
four first-degree amendments are in
order to the bill with two of those sub-
ject to relevant second-degree amend-
ments. I am advised by staff that all of
the amendments have been worked out
on this measure, and that the Senate
could complete action on it in an expe-
ditious manner. Any votes which may
occur on the bill will not occur prior to
2:15 p.m. today.

The Senate will recess today from
12:30 p.m. until 2:15 p.m. in order to ac-
commodate the respective party con-
ferences. Upon reconvening at 2:15, the
Senate will complete action on the
radon bill, if any action is necessary at
that time, and then proceed to the con-
sideration of H.R. 4210, a bill to provide
tax relief for American families. Con-
sideration of this bill today will be for
debate only, as provided under the
unanimous-consent agreement to
which I previously referred.

On tomorrow, Wednesday morning,
when the tax bill comes before the Sen-
ate at 10 a.m., Senator PRYOR will be
recognized to offer an amendment.
Therefore, Mr. President, during to-
day’s session, the Senate will consider
the radon hill, and I hope and expect
that action will be completed on that
measure promptly today. Any votes
which may occur with respect to that
bill will occur after 2:15 p.m. Following
that, there will be debate only on H.R.
4210, with amendments in order, begin-
ning at 10 o’clock tomorrow morning.

As a reminder to Senators of the Sen-
ate schedule for the remainder of the
week, as I have just indicated, amend-
ments are in order to the tax bill be-
ginning at 10 a.m. on Wednesday, and [
anticipate that other amendments will
be offered. The Senate will be in ses-
sion late during every evening this
week in our effort to conclude action
on the bill this week. There will be de-
bate only today, and Senators who
wish to speak on the measure are urged
to do so today, once the Senate takes
up the bill. We will remain in session
this evening for as long as any Senator
wishes to address the Senate on that
subject. Tomorrow and Thursday, 1 ex-
pect there to be lengthy sessions, de-
pending, of course, on the number of
amendments offered.

When the Senate completes action on
H.R. 4210, the Senate will then vote im-
mediately on the motion to invoke clo-
ture on the conference report accom-
panying H.R. 3371, the omnibus crime
bill.

So with the exception of today, dur-
ing which time there will be no rollcall
votes prior to 2:15 p.m., rollcall votes
may occur at any time during the re-
mainder of the week. Senators are
alerted to expect lengthy sessions.

AUTHORIZING TESTIMONY BY A
SENATE EMPLOYEE

Mr. MITCHELL. Mr. President, on
behalf of myself and the distinguished
Republican leader, Senator DOLE, I
send to the desk a resolution on au-
thorization for testimony by a Senate
employee and ask for its immediate
consideration.

The PRESIDENT pro tempore. The
clerk will state the resolution by title.

The legislative clerk read as follows:

A resolution (8. Res. 267) to authorize tes-
timony by an employee of the Senate in
United States versus Alan Roy Mountain.

The PRESIDENT pro tempore. Is
there objection to the immediate con-
sideration of the resolution.

There being no objection, the Senate
proceeded to consider the reselution.

Mr. MITCHELL. Mr. President, a
Senate employee who works on my
staff has been subpoenaed to testify as
a witness at a criminal proceeding con-
cerning threats to members of my
staff. The following resolution would
authorize the employee’s testimony in
this matter.

The PRESIDENT pro tempore. The
question is on agreeing to the resolu-
tion.

The resolution (8.
agreed to.

The preamble was agreed to.

The resolution, with its preamble, is
as follows:

Res. 267) was

S. RES. 267

Whereas, in the case of United States v.
Alan Roy Mountain, No. Cr. No. 91-00006,
pending in the United States District Court
for the District of Maine, the United States
has caused to be issued a subpoena for the
testimony of Mary Leblanc, an employee of
the Senate on the staff of Senator Mitchell;

Whereas, by the privileges of the Senate of
the United States and Rule XI of the Stand-
ing Rules of the Senate, no evidence under
the control or in the possession of the Senate
can, by administrative or judicial process, be
taken from such control or possession but by
permission of the Senate;

Whereas, when it appears that evidence
under the control or in the possession of the
Senate is needed for the promotion of jus-
tice, the Senate will take such action as will
promote the ends of justice consistent with
the privileges of the Senate: Now, therefore,
be it

Resolved, That Mary Leblanc is authorized
to testify In United States v. Alan Roy

® This “bullet” symbol identifies statements or insertions which are not spoken by a Member of the Senate on the floor.
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Mountain, except concerning matters for
which a privilege should be asserted.

Mr. MITCHELL. Mr. President, I
yield the floor.

Mr. CRANSTON addressed the Chair.

The PRESIDENT pro tempore. The
Senator from California is recognized
for not to exceed 5 minutes.

PENTAGON PLAN WOULD MAKE
UNITED STATES WORLD POLICE

Mr. CRANSTON. Mr. President, the
Pentagon has secretly drafted a de-
tailed 46-page plan that would make
our country the world’s only real po-
liceman. This Pentagon plan would
keep military spending sky high, cost-
ing American taxpayers more than $1
trillion over the next 5 years.

Huge military spending would go on
and on under this plan, despite our vic-
tory in the cold war, despite the col-
lapse of the Warsaw Pact and the So-
viet Union—our principal perceived
enemy over T0 years—and despite the
Soviet Union’s replacement by 15 re-
publics that are friendly to us and
struggling to establish free societies
and free economies.

Huge military spending would go on
and on under the secret Pentagon plan,
despite the deiicit that is crippling our
society and undermining our economy;
and despite the crying need to restrain
excessive military spending so we can
begin to invest what we so desperately
need in health care, education, protect-
ing the environment and other ne-
glected and underfunded needs here at
home; and perhaps most of all, the
sickness of our economy that presently
devastates the living standards of so
many, many Americans.

This Pentagon plan was classified but
it has just been leaked apparently by
an unknown official who thought the
American people should be aware of it
and the Congress aware of it before the
Bush administration makes it the offi-
cial doctrine of the United States.

The plan is designed to make sure
that everyone in the world understands
that the United States intends to re-
main the world's No. 1 military power,
the one, the only main honcho on the
world block, the global big enchilada.

The plan insists that the United
States “‘will retain the preeminent re-
sponsibility' for dealing directly with
such problems and dangers as ‘‘access
to vital raw materials, primarily Per-
sian Gulf oil; proliferation of weapons
of mass destruction and ballistic mis-
siles; threats to U.S. citizens from ter-
rorism or regional or local conflict,
and threats to U.S. society from nar-
cotic trafficking."”

That includes the use of military
force where the United States alone, if
necessary, deems it called for.

Cooperative responsibility for coping
with such threats with friends and al-
lies and the United Nations? I say, yes.
But “preeminent responsibility'" by the
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United States alone, I say, no. What
kind of “collective security,’ and what
kind of “new world order' is that?

And where should the United States
exert its “preeminent responsibility’’
according to the Pentagon plan?
Among the places it mentions are
Western Europe, Eastern Europe, the
Middle East, BEast Asia, Southwest
Asia, and Latin America. What is left
in the world?

The only places they have not in-
cluded in our police beat are Africa,
the Arctic, and the Antarctic.

I agree wholeheartedly, of course,
that the United States must protect
our vital interests, that we must work
with our friends, allies, and the democ-
racies of the world to ensure our mu-
tual security, but we must not act
alone, in the Pentagonese language of
the defense plan, as a hegemony.
Frankly I had to look up that word in
the dictionary. It refers to one possess-
ing hegemony, preponderant influence
or authority. I did not even know how
to exactly pronounce the word.

The Pentagon warns us to beware
that some other nation may have am-
bitions to become a hegemony. Fair
enough. But to fair paraphrase Pogo,
we should be sure that the enemy we
are so worried about is not us.

The United Nations has been doing
very well of late in its new and impor-
tant peacekeeping role. We should en-
courage it, We should strengthen it.

Before we spend more than $1 trillion
to exert our “‘preeminent responsibil-
ity™ all over the globe, it would be a
good deal smarter simply to pay up the
$407 million we owe the United Nations
in past dues and peacekeeping assess-
ments. By withholding that money we
owe the United Nations, we are under-
mining its capacity to cope with
threats to the peace. Paying the United
Nations what we owe it could be one of
the best investments we have ever
made,

And, finally, I agree with Mikhail
Gorbachev and Richard Nixon who
have both warned in recent days that if
we do not do more to aid the new re-
publics of the former Soviet Union we
may witness a disastrous failure of
freedom over there. That could lead to
the tragic emergence of a new totali-
tarianism in the form of the former
U.S.S.R., a totalitarianism that could
pose new and costly threats to world
peace.

We spend trillions of dollars on de-
fense during the long long cold war.
The investment of relatively small
sums to advance the cause of freedom
over there now could prevent the rise
of a new dictatorship that could force
us to spend more over here in the fu-
ture to cope with the renewed threats
that such a new dictatorship could im-
pose on us and our friends and allies.

Mr. President, I yield the floor.
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RESERVATION OF LEADER TIME

Mr. CRANSTON. Mr. President, I ask
unanimous consent that the remainder
of the majority leader's time be re-
served and all of the Republican lead-
er's time be reserved.

The PRESIDENT pro tempore. With-
out objection, it is so ordered.

The Senator from Missouri is recog-
nized for not to exceed 5 minutes.

ROBERT HYLAND

Mr. DANFORTH. Mr. President, Rob-
ert Hyland died at his home last Thurs-
day night after a battle with cancer.
He was a great man. He was a person of
greatness in many different ways, and
by anyone’s definition. To know him
was to know an amazing human being.

At the conclusion of my remarks, I
will ask that Bob Hyland's biography
appear in the RECORD. I encourage my
colleagues to examine his life and work
and to reflect on how much a person
can accomplish.

Bob Hyland was a towering presence
in the broadecasting industry. He was
an inexhaustible source of civic and
community leadership in St. Louis. He
was dedicated to his family and church.
He was committed to doing good
works.

Accomplishment was the hallmark of
Bob Hyland. He got things done.

He was a visionary. But he was not
content with setting noble goals. He in-
sisted on bringing visions to life.

He was an individual of the highest
personal and ethical values. But he was
not content with being good. He in-
sisted on doing good.

He was a brilliant motivator of peo-
ple and used this gift with generosity
and daring. He motivated those around
him to do great things. People who
spent time around Bob Hyland got in-
volved in things that mattered. He mo-
tivated countless individuals in many
different ways—to make St. Louis a
better place for all its people; to create
in KMOX Radio a standard of excel-
lence that is legendary in the industry
and recognized nationally and inter-
nationally; to do good work in daily
life; to get involved in opportunities
for service to others.

1 cannot remember being with Bob
Hyland when he was not involved in a
major project, formulating a new chal-
lenge, or working with his singular in-
tensity on something important to
KMOX, his family or his church, or a
dear friend, or good works in the com-
munity, or economic development.

He was a dynamo. A person who came
to work long before dawn, who left
such a wonderful legacy to his beloved
St. Louis, had to be a dynamo. Bob
Hyland was a treasure to his family
and his many friends, to his commu-
nity, and to his profession. He cannot
be replaced. But he will be remembered
for many, many years to come. I feel
certain that the force of his personal-
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ity and the magnitude of his accom-
plishments will motivate countless
people to push themselves to make the
world a better place.

Mr. President, I ask unanimous con-
sent that Mr. Hyland’s résumé be
printed in the RECORD.

There being no objection, the résumé
was ordered to be printed in the
RECORD, as follows:

ROBERT HYLAND, SENIOR VICE PRESIDENT,

CBS RADIO

Robert Hyland could be characterized as
both Mr. St. Louis and Mr. Broadcasting.
Senior Vice President of CBS Radio, he is a
man noted for many contributions—both to
broadcasting and his community. He is ac-
tive in numerous professional, civie, cul-
tural, educational and social organizations,
and he is prominently involved in many ac-
tivities devoted to the St. Louis area—its
people, its growth and its service. He is re-
garded as one of the nation’s leading exam-
ples of a civic-minded business executive.

CIVIC AND COMMUNITY ACCOMPLISHMENTS

His efforts cover a broad range of industry
and community interests. In 1990, he was
named to the Missouri-St. Louis Metropoli-
tan Airport Authority by Governor John
Ashcroft, where he was named Chairman. He
is Chairman of the Board of Lindenwood Col-
lege, Chairman of the Board of Regional
Medical Center; President of the St. Louis
Zoological Commission; and a member of
Civic Progress. He is Chairman of the Board
of 8t. Anthony's Medical Center, a long-es-
tablished hospital in St. Louis which moved,
through his efforts, to a new facility in south
St. Louis County. He also founded the
Hyland Center and the Hyland Adolescent
Center for the treatment of alcohol and drug
abuse within the St. Anthony's medical com-
plex. He also serves as a board member of the
St. Patrick Center in St. Louis, the St. Louis
Chapter of the NAACP and the St. Louis
Urban League. He is past Chairman of the
St. Louis Regional Commerce and Growth
Association (Chamber of Commerce); past
Chairman of Downtown St. Louis, Inc.; Past
President of the Missouri Broadcasters Asso-
ciation.

Mr. Hyland is active in a large number of
cultural and civic activities. For several
years, he served as Chairman of the Munici-
pal Theater Association and he headed its
Fiftieth Anniversary Committee. Prior to
the Board Chairmanship, he was elected to
the Presidency for an unprecedented four-
year term, and he was instrumental in devel-
oping the current format for the theater’'s
season, featuring productions direct from
Broadway. He is a member of the Board of
Directors of the St. Louis Symphony Soci-
ety, and has served as Chairman of the Coun-
ty Pops Concert Serles. He is a member of
the Commission on the Arts for the State of
Missouri. He is a member of the Board of Di-
rectors of Operation Food Search; Pride,
Inc.; Kilo Diabetes and Vascular Research
Foundation; Mother of Good Counsel Nursing
Home and is on the Advisory Board for the
Good Samaritan Network.

Mr. Hyland has played a prominent role in
many important governmental and commu-
nity projects. In October, 1969, he was named
to the 10th Annual Class of the Missouri
Academy of Squires by Governor Warren E.
Hearnes for accomplishments in the commu-
nity. He was a founding member of the Jef-
ferson National Expansion Memorial Asso-
ciation, the committee responsible for the
development. of the “Gateway to the West"
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Arch, the 630-foot stainless steel monument
on the St. Louis riverfront. He was appointed
Chairman of the Board of the Jefferson Na-
tional Expansion Memorial Association in
1988, In 1986, he was appointed to the Bi-
State Panel on Bridges by Missouri Governor
John Ashcroft and Illinois Governor Jim

Thompson.

He has been a member of the Board of Di-
rectors of the Major Case Squad of Greater
8t. Louis since 1985. In 1973, he was appointed
to the Missouri Energy Council by Governor
Christopher 8. Bond; and 1975, to the Com-
mittee for the Missouri Action Plan for Pub-
lic Safety. He served as Chairman of Old
Newsboys Day in 1976, as well as Chairman of
the Midwest Boy Scout/Girl Scout Bicenten-
nial Celebration and continues to serve as
Executive Vice President of the St. Louis
Area Council, Boy Scouts of America. Since
1977, he has served as Chairman of the Steer-
ing Committee for the Annual Mayor's Pray-
er Breakfast.

Mr. Hyland is a leader in a variety of civic
and social organizations. He is past Presi-
dent and Founder of the Media Club of St.
Louis and was instrumental in the develop-
ment of the design of the new quarters for
the club atop the Laclede Gas Building. He is
President of the Knights of the Cauliflower
Ear, a group of prominent business and pro-
fessional men; past President of the Adver-
tising Club of St. Louis; past President and
Founder of the Stadium Club; past President
of the St. Louis Sports Hall of Fame. He is a
member of the Knights of Malta. He serves
as a member of the Board of Directors of
Boatmen’s Bancshares and Wetterau Inc.

HONORS AND AWARDS

During his tenure, KMOX Radio has re-
ceived many national honors: Golden Bell
Awards and Gabriel Awards as the nation's
outstanding radio station from the Catholic
Broadcasters Association; three Headliner
Awards; Ohio State Awards; George Foster
Peabody Awards; the United States Con-
ference of Mayors' Award for Outstanding
Community Service; Gavel Awards from the
American Bar Assoclation; the Janus Award
from the Mortgage Bankers Association of
America; Association of Trial Lawyers of
America Awards; the Associated Press
Broadcasters National Award; the Edward R.
Murrow Award from the National Radio and
Television News Directors Association; the
Robert F. Kennedy Journalism Award; the
first Medical Journalism Award; the Univer-
sity of Missouri Honor Award for distin-
guished service to journalism; and one of the
first National Association of Broadcasters’
Crystal Awards for public service.

In recognition of his personal efforts in the
industry and the community, Robert Hyland
has received numerous commendations in-
cluding the 1990 National Association of
Broadcasters (NAB) Service Award in rec-
ognition of his lifetime of continuous service
to radio; 1990 Media Person of the Year
Award presented by the St. Louis Metropoli-
tan Press Club; Magistral Knight of the Sov-
ereign Military Order of Malta by Pope Paul
IV; the 1988 St. Louis Man of the Year
Award; he was awarded an honorary Doctor
of Law Degree from Lindenwood College in
1965; an honorary Doctor of Law Degree from
the University of Missouri-St. Louis, 1985;
and an honorary Doctor of Public Service
Degree from his alma mater, St. Louis Uni-
versity in 1987; the Right Arm of St. Louis
Award from the St. Louis Regional Com-
merce and Growth Association (Chamber of
Commerce) in 1986; the Henry Shaw Award
from the Missouri Botanical Garden, 1983;
the San Francisco State University Broad-
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casting Preceptor Award for leadership and
creativity in the industry, 1977; Abe Lincoln
Award from the Southern Baptist Radio and
Television Commission for outstanding serv-
ice to the industry and to the community;
the 8t. Louis Award for outstanding con-
tributions to the St. Louis community, 1975;
Excellence in Governance Award from the
Missouri Hospital Association, 1985; the
B'nal B'rith Brotherhood Through Sports
Award; the Community Service Award for
his “‘contribution toward betterment of the
black community and mankind by the
Negro History Week Awards Committee; and
the “Outstanding Young Man of St. Louis”
Award from the Junior Chamber of Com-
merce of Metropolitan St. Louis. In 1980, he
was named Churchman of the Year by the
Religious Heritage of America for ‘‘contribu-
tions to the religious life of our country;"
and was also awarded Business Leader of the
Year by the Harvard Business School Club
for “achieving outstanding business suc-
cess." He was named the Sales Executive of
the Year in 1979 by the Sales and Marketing
Executives of Greater St. Louis and was
awarded the Silver Beaver Award for distin-
guished service to youth by the Boy Scouts
of America in 1976.

He has received numerous commendations
from such organizations as the St. Louis
Metropolitan Police Department; the Amer-
ican Law Enforcement Officers Association;
the International Society for General
Sematics; Morality in Media; Urban League
of St. Louis; NAACP, St. Louis Branch; Vet-
erans of Foreign Wars of the United States;
Muscular Dystrophy Association; Lions
International, United States Coast Guard;
American Cancer Society; United States
Navy; National Youth Development Founda-
tion; Human Development Corporation;
United Way of Greater St. Louis; Depart-
ment of Public Safety; Missouri Department
of Natural Resources; St. Louis Ambas-
sadors; St. Louis Opportunities Industrial-
ization Center.

ACHIEVEMENTS IN BROADCASTING

Mr. Hyland was named Regional Vice
President, CBS Radio, in 1973, the first such
designation in the CBS Organization. This
appointment followed 14 years as Vice Presi-
dent of CBS Radio and General Manager of
KMOX and KMOX/FM. In 1987, he was ap-
pointed to Senior Vice President, CBS Baxdio,
as well as General Manager of KMOX and
KHTR which later changed its call letters to
KLOU. Under his leadership, KMOX became
one of the most outstanding and most re-
spected radio stations in the United States.
It is a station consistently looked up to in
the broadcasting industry as a leader in re-
sponsible and innovative programming.

There are many industry ‘firsts’” to
Hyland's credit. In February 1960, he inaugu-
rated AT YOUR SERVICE, KMOX Radio’s
trend to ‘‘Talk-broadecasting.” Throughout
the broadcasting industry—in this country
and internationally—KMOX Radio's dialogue
format has been adopted by an estimated
2,000 other stations in such countries as
Japan, Australia, Canada, West Germany
and Mexico.

KMOX is known for its innovations. KMOX
Radio was the first CBS-owned radio or tele-
vision station to editorializé, and the first to
endorse a candidate. It was the first station
in the nation to use the Conelrad warning
system for severe weather conditions, a plan
later adopted nationally by the United
States Weather Bureau. KMOX was one of
the first radio stations in the country to es-
tablish and sponsor ‘'Call For Action,” an
off-the-air volunteer service program which
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began in 1975, offering much-needed assist-
ance to individuals throughout the St. Louis
area. KMOX was the first commercial sta-
tion in the nation to broadcast a college
course, and the first station to broadcast
from both houses of the Missouri legislature.

Son of the late beloved ‘‘Surgeon-General
of Baseball,” Dr. Robert Hyland, Sr., Hyland
has long been associated with the greats of
baseball and the entire world of sports, and
he has carried through his interest in sports
as a broadcasting executive. Under his lead-
ership, KMOX Radio has become the nation's
leading sports station, offering play-by-play
broadcasts of the Football Cardinals, both in
St. Louis and after they moved to Phoenix;
St. Louis Cardinal Baseball; the St. Louis
Blues Hockey and the University of Missouri
football and basketball. KMOX was the first
radio station to broadcast complete profes-
slonal baseball and football games from out-
side the continental limits of the United
States (Baseball Cardinals vs Far Eastern
All Stars, and Football Cardinals vs San
Diego Chargers). Mr. Hyland has assembled
at KMOX Radio one of the most talented and
highly acclaimed sports staffs in the nation,
and in addition to its extensive regularly-
scheduled sports coverage, KMOX presents
numerous live sports specials from through-
out the country.

Mr. DANFORTH. Mr. President, 1
suggest the absence of a quorum.

The PRESIDENT pro tempore. The
point of no quorum having been made,
the clerk will call the roll.

The legislative clerk proceeded to
call the roll. _

Mr. SYMMS. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDENT pro tempore. With-
out objection, it is so ordered.

The Senator from Idaho is recognized
for not to exceed 5 minutes.

Mr. SYMMS. I thank the Chair.

(The remarks of Mr. SYMMS pertain-
ing to the introduction of S. 2326 are
located in today's RECORD under
“Statements on Introduced Bills and
Joint Resolutions.')

MASSACHUSETTS ATHLETES IN
THE 1992 WINTER OLYMPICS

Mr. KENNEDY. Mr. President, the
people of Massachusetts take pride in
the fact that our State contributed one
of the largest contingents of athletes of
the U.8. winter Olympic team.

All of these athletes deserve great
credit for their achievements.
Somerville's Paul Wylie and
Stoneham's Nancy Kerrigan dazzled ev-
eryone in winning their silver and
bronze medals in the figure skating
competition. And Andover’s Sharon
Petzold won a bronze medal in ballet
skiing, which was a demonstration
sport at Albertville.

In addition, we were all inspired by
the play of the ice hockey team—half
of whom are from Massachusetts. Espe-
cially outstanding was the brilliant
goal-tending of Fitchburg's Ray Le-
Blane.

The other athletes from Massachu-
setts who represented the United
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States in the 1992 winter Olympic
games also performed with great skill
and dedication, and T commend them
all:

Alpine skiing: Krista Schmidinger of
Lee and Heidi Voelker of Pittsfield.

Figure skating: Todd Eldredge of
Chatham.

Ice dancing: Rachel Mayer of Welles-
ley and Peter Breen of Brockton.

Speedskating: Eric Flaim of Pem-
broke and Chris Shelley of Waltham.

Luge: Tim Wiley of Lexington.

Ice hockey: Greg Brown of
Southborough, Ted Donato of Dedham,
Scott Gordon of Easton, Steven Heinze
of North Andover, Shawn McEachern of
Waltham, Marty MecInnis of Hingham,
Joe Sacco of Medford, Tim Sweeney of
Boston, Keith Tkachuk of Medford,
C.J. Young of Waban, and Scott Young
of Clinton.

DISTRICT COURT DECISION MIS-
INTERPRETS LEGISLATIVE IN-
TENT

Mr. GARN. Mr. President, in my
years of public service, I have been
continuously troubled by court deci-
sions that have ignored legislative in-
tent, and that reverse the policies that
we in the legislative branch have
sought to establish. This happens over
and over again, and each time the re-
sults are undesirable. Judges are ap-
pointed to interpret the law, not to
create it. Until that principle becomes
a reality we will be forced to spend our
time revisiting issues that should have
been settled long ago.

Last month, the Federal district
court in Utah reached a decision that
represents an egregious example of
what I am complaining about. In this
case the court’s opinion directly con-
flicted with a statute that was passed
only a few months prior. As a result of
this ruling, literally millions of Ameri-
cans will be denied the opportunity to
significantly lower their interest ex-
penses, and unfair practices will be pro-
tected.

The case involves an amendment to
the Federal Deposit Insurance Corpora-
tion Improvement Act that I authored,
and that was adopted by the Senate
Banking Committee without objection
on August 2, 1991.

The amendment in guestion states
that:

No person obligated to provide services to
an insured deposit institution at the time
the RTC is appointed conservator or receiver
for the institution shall fail to provide those
services to any person to whom the right to
receive those services was transferred by the
RTC after August 9, 1989, unless the refusal
is based on the transferee’s failure to comply
with any material term or condition of the
original obligation.

The amendment was discussed in the
Senate Banking Committee's report
that was issued on October 1, 1991, in
which it was made clear that the
amendment applied retroactively, and
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that it covered ‘‘membership rights in
associations’; that is, credit card
membership rights. The amendment
was later adopted by the full Senate on
November 21, 1991. During the House-
Senate conference, I made the proposal
that the conference committee adopt
this provision, a proposal that was
eventually accepted after considerable
debate by members of the conference.

The genesis for this amendment was
well known to all of the members on
the conference committee. In 1990,
Sears, Roebuck & Co. acquired a failed
savings and loan association in the
State of Utah from the RTC. One of the
assets acquired in this transaction was
the savings and loan association's
membership rights in Visa. Sears in-
tended to use these membership rights
to offer millions of consumers a new,
low interest, no annual fee, Visa card
to be called Prime Option. However,
when Visa learned of Sears’ plan, they
refused to issue the cards, and pro-
tracted antitrust litigation ensued.
Pending the outcome of this antitrust
litigation, millions of consumers are
being denied the benefits of low inter-
est credit cards. It was for this reason
that the Bankcard Holders of America,
a consumer organization that focuses
on credit card issues, endorsed my
amendment and urged that it not be
weakened in any manner.

Of greater concern, the attempt by
Visa to refuse to honor its agreement
with the savings and loan association,
just because the association was ac-
quired by Sears, sets a very deleterious
precedent for the RTC. The member-
ship agreement with Visa was an asset
of the failed thrift association. When
the RTC sells a thrift to another com-
pany, it can receive more for the thrift
if the acquiring party has some assur-
ance that all of the assets it purchases
will retain their value after the sale.
Thus, the ability of Visa or any other
credit card issuer to unilaterally cut
off services to an acquiring institution
creates market uncertainty for the
thrift, thereby lowering the eventual
recovery to the U.S. taxpayer from the
resolution.

The significance of this factor cannot
be overstated. The RTC holds billions
of dollars of assets of all types and de-
scription. It is absolutely critical that
the RTC have the ability to sell assets
without undue hindrance, and without
clouds being placed on the value or
continued validity of the asset after it
is sold. The amendment was intended
to protect acquirors of RTC property,
especially when the property purchased
is in nontangible form, such as the
right to issue a credit card, the right to
receive computer services, or the right
to maintain relationships with particu-
lar vendors. The importance of this
amendment to the RTC was clearly
recognized, and that agency strongly
supported my amendment.

Obviously, the only way to legisla-
tively provide this protection, and to
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add certainty to the marketplace, is to
establish in law the rule that vendors
and other contractors cannot unfairly
terminate contractual rights with an
acquiring company, and to make this
right enforceable by that successor
company. If the right to require con-
tinued performance was only enforce-
able by the RTC, the acquiring com-
pany would have no assurance that its
rights would be adequately protected
after the sale, and therefore the legis-
lative remedy would be almost mean-
ingless.

There was no question in my mind,
or in any other Member’'s mind, that
this amendment would apply to the
Sears-Visa dispute, and to resolve the
issue other than the antitrust issues in
favor of the consumer. This is why, and
that is the only logical reason why, the
amendment was made retroactive to
August 9, 1989.

This is why I stated during the con-
ference committee deliberations that
the amendment “will prohibit Visa or
anyone else in a similar position from
acting unilaterally to strip an asset
sold by the RTC of its value * * * it
does involve Sears and both of us have
been very open about that * * * »

This is why Congressman SCHUMER
explained during conference committee
deliberations:

Visa is excluding this little bank from its
network on a technicality at the behest of
all the other large banks so that they can’t
issue their low interest rate credit cards.
And what the legislation attempts to do is
undo that situation.

This is why Senator D’AMATO stated
during the conference committee meet-
ing that with respect to the Sears-Visa
litigation, the amendment will “‘in es-
sence, say that this sale must be con-
summated and that you don’t have a
right to cut a person off.”

Finally, this is why Chairman GON-
ZALEZ, in opposing the amendment,
stated repeatedly that he can’t accept
the amendment because ‘‘it involves
litigation, it would impact ongoing
litigation."

Despite these clear statements of
congressional intent and basis upon
which the conference committee acted,
the district court in Utah ruled that
this amendment was not intended to
provide a legal right that could be en-
forced by the litigants in the dispute
between Sears and Visa.

Mr. President, I realize that other
Members of Congress made conflicting
statements about the intent of this
amendment on the floor of their re-
spective bodies following completion of
the conference committee delibera-
tions. Many of these statements were
made by Members who were not part of
the conference committee. Many of
these statements were made after the
conference committee report had been
accepted by the legislative body in
which they sit. Other Members were
concerned that the amendment not
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interfere with the prosecution of the
antitrust litigation. Most of these
statements were not even actually
given on the floor, but were simply
written documents inserted in the CoN-
GRESSIONAL RECORD. But the fact re-
mains that I authored this amendment
and it was adopted without change.

To disregard my views in favor of the
belated statements of other Members,
ineluding some who were not even on
the conference committee is not a
sound basis on which to make a deci-
sion. It violates well established prin-
ciples of statutory construction that
the views of the author of an amend-
ment should be given substantial
weight, and are more authoritative
than statements of other Members.
(See, for example, North Haven Board of
Education v. Bell, 456 U.S. 512 (1982).)
The decision also ignores the Supreme
Court’s instruction that the state-
ments of opponents of a legislative
measure that is enacted are ‘‘not the
most reliable indications of congres-
sional intent.” (Bryant v. Yellen, 448
U.S. 911 (1980).)

The district court’s decision was
wrong. It ignores the intent of the Con-
gress. It invites those opposed to the
majority view to find a Member, any
Member, to attempt to subvert the will
of the entire Congress. And in this
case, it led to a result that this is
harmful to consumers, to the RTC and
to the U.S. taxpayer.

REFORMING HEALTH INSURANCE

Mr. DURENBERGER. Mr. President,
I rise today to express my total frus-
tration with the failings of the private
health insurance industry.

Mr. President, there are many plans
for health care reform now pending be-
fore Congress. Despite their dif-
ferences, there is a strong consensus on
one issue—reform of insurance in the
small group market.

Not long ago, most health insurance
was community rated. That meant
that everyone in the community paid
the same premium regardless of health
status or other demographic factors.
However, in the late seventies and
early eighties, as commercial insurers
began to increase their share of the
health insurance market, a clear trend
began to emerge. Community rating
has largely disappeared and been re-
placed by experience rating where the
cost of a health insurance premium re-
lates directly to a person's health sta-
tus.

As a result of this rating change,
commercial insurers have designed in-
surance packages for young, healthy
individuals and have screened out most
people with prior health conditions.
Many commercial operators have seen
a chance for a quick buck and sold poli-
cies in this manner. These aggressive
underwriting tactics have led to exces-
sive rate increases, policy cancella-
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tions, and limited coverage. This has
been called the spiral of exclusion and
it has disfigured the marketplace.

Mr. President, I have introduced sev-
eral small group health insurance mar-
ket reform bills. Most recently I joined
the distinguished chairman of the Fi-
nance Committee, Senator BENTSEN, in
introducing S. 1872, the Bentsen-Duren-
berger Better Access to Affordable
Health Care Act. This is a bipartisan
effort with 24 Senate cosponsors. The
Finance Committee reported that bill
last week as part of the tax bill. Al-
though that tax bill will never become
law, I believe that before this year S.
1872 will be signed into law.

However, Mr. President, it is not just
the small group market that is broken.
The entire health insurance market is
failing. A front page article in the
March 4, New York Times entitled
‘““New Insurance Practice: Dividing the
Sick From Well" spells out the prob-
lem that is pervading the entire mar-
ket.

The article describes how the unac-
ceptable rating practices that have in-
fected the small group market are
spreading to group networks. Dividing
the sick from the well, Mr. President,
is experience rating pure and simple.

The article describes the traumas of
a young family in California whose in-
surance premiums have jumped to
$16,000 a year because one of their chil-
dren has a kidney problem. And this
family was part of a large group policy
network. As the article points out:
“When it comes to coverage, there is
no longer safety in numbers."”

Mr. President, no one in this country
should be asked to pay $16,000 for a
health insurance policy. But since the
industry refuses to change its rating
practices, I will soon be introducing
legislation that will extend the small
group reforms in 1872 and S. 700 to all
commercial insurance.

Mr. President, I ask unanimous con-
sent that the New York Times article I
referred to be printed in the RECORD.

There being no objection, the article
was ordered to be printed in the
RECORD, as follows:

[From the New York Times, Mar. 4, 1992]
NEW INSURANCE PRACTICE: DIVIDING SICK
FROM WELL
(By Gina Kolata)

In a new practice, some health insurance
companies are starting to divide the sick
from the well, even in large groups that were
once a bastion of security in a tumultuous
industry.

Families in large groups had always felt
that if they had been part of the group for at
least six months or a year, their medical
costs would be covered and their premiums
would remain stable. But now, some insur-
ance companies are dramatically raising
rates for sick people, and even for people
they think may become sick.

The result, said Dr. Norman Daniels, an
ethicist at Tufts University who is an expert
on health insurance, is that ‘‘no one in this
country with private health insurance cov-
erage who is in any kind of group plan is free
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from the kind of uncertainty that competi-
tion is producing.”

He added, “We are beginning to see that
people who have the greatest access to
health care {n this country are at risk.”

$16,000 ANNUAL PREMIUM

No one knows how common it is for insur-
ance companles to raise the rates for the
slck in large groups, which usually consist of
employees at big corporations or members of
special-interest organizations. But the expe-
rience of Kathleen Renshaw of Leucadia,
Calif., and others shows that the problem,
once thought to be limited to small groups,
is spreading to large groups as well.

Ms. Renshaw finally admitted defeat in her
struggle to keep group health insurance for
her family when the annual premium
reached $16,000 a year. Her problem is her 8-
year-old daughter, Marisa, an exuberant
child who swims on a team and takes singing
lessons.

But Marisa has only one kidney, and it
does not fully function. She needs regular
checkups and may face kidney failure in the
future. When the family's insurance com-
pany learned of the problem, which doctors
discovered when Marisa was 3, it began dou-
bling the family's health insurance pre-
miums each year, the maximum increase al-
lowed by California law.

WHO 18 AT RISK?

Finally, the family could no longer pay.
And no other company would insure them.
Along with Marisa, Ms. Renshaw, her hus-
band, William Harvey, and their 4-year-old
daughter, Kirsten, who has no medical prob-
lems, were out in the cold even though they
had been part of a large group with health
insurance.

Ms. Renshaw and Mr. Harvey never
thought they would be without health insur-
ance. They both have jobs, they bought
group health insurance through the alumni
association at the University of California at
San Diego, and they always paid their pre-
minms.

“I thought that when you pay insurance,
the insurance companies will pay for you
when you get sick,” Ms. Renshaw said. It
was a shock to learn otherwise, she said.

Dr. Donald Light, a sociologist who is pro-
fessor of health policy at the University of
Medicine and Dentistry of New Jersey, said
the family’s experience was “‘a tragic exam-
ple of the spiral of exclusion that is spread-
ing through the entire health care industry.”

The Renshaw family fell victim to a prac-
tice that Dr. Light calls policy churning.
Each year, the company would raise its
rates. At the same time, it invited its mem-
bers to reapply for an attractive low rate for
new subscribers. But people who were sick or
had a pre-existing condition were turned
down for the lower rate when they reapplied,
forcing them to accept whatever rate the
company would impose.

Dr. Light said group insurance programs
until recently covered any member who be-
came ill. The costs for the sick people were
spread over the entire group. But the new
trend changes the rules so that group mem-
bers who become sick or, the company sus-
pects, may become sick, have to pay much
more for their coverage.

Dr. Light said the practice began in small
groups, like self-insured small businesses, in
the mid- to late 1980's. While it is still most
common in small groups, he said, it is
spreading to larger and larger groups. The
group that Ms. Renshaw and Mr. Harvey
joined had thousands of families.

Dr. Daniels said practices that weed out
the sick are the insurance industry's way of
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remaining competitive by selling insurance
at low rates to people who are well. “What's
really at work are a set of economic fac-
tors,” he said. Insurers realize that people
who are healthy will shop around for the
lowest rates they can get, so insurers have to
compete with each other to attract this
healthy, income-generating group. The sick-
er people, however, cannot shop around be-
cause no other company will take them or
will charge them rates at least as high as
they are currently paying. So, Dr. Daniels
said, “insurers have underwriting procedures
to sort people out.”

The administrator of the alumni group in-
surance, Association Consultants Inc. of Chi-
cago, said that the group had offered attrac-
tive low rates to new subscribers, forcing
members of the group to reapply regularly or
pay much more. But, said William Richard
Floyd, the vice president of Association Con-
sultants, the group had no recourse. “The
greatest fear any plan has is that new appli-
cants will stop coming in,” he said. “If you
stop that flow, the plan will terminate be-
cause of poor experience."”

Dr. Uwe Reinhardt, an economist at
Princeton University, said the insurance
problems that beset Ms. Renshaw’s family
were a graphic example of why he calls the
American system health “‘unsurance’ rather
than health insurance. He added that these
problems show why health care has become a
potent issue in the current election cam-
paign.

Donald B. White, a spokesman for the
Health Insurance Association of America,
which represents commercial insurance com-
panies, said that what happened to Ms.
Renshaw's family was unacceptable, And he
said it was because of cases like hers that
‘“‘we and everyone else are proposing reforms
that would change the laws so that could not
happen again."”

Mr. White said most problems are with
small groups, so the insurance association
has proposed legislation to change that mar-
ket. It wants Federal laws to guarantee that
high-risk people in small groups can buy in-
surance at a cost that is no more than 50 per-
cent, of the average premium. Senator Lloyd
Bentsen, Democrat of Texas, has introduced
a bill in Congress that would prevent the ex-
clusion of sicker individuals from health in-
surance coverage sold to small businesses
and would prevent small groups from cancel-
ing policies of sicker people.

But these remedies do not address the situ-
ation that Ms. Renshaw and Mr. Harvey
faced because they were not insured with a
small group.

Ms. Renshaw said that she and her husband
purchased their insurance after Marisa was
born. Mr. Harvey, who is self-employed In
the construction industry, had no employer
to offer insurance and neither did Ms.
Renshaw, who until recently worked as a
photographer and is now a substitute teach-
er.

Marisa, however, was not a healthy baby.
She failed to gain weight as she should have
and no one knew why. Finally, when Marisa
was 3, her doctor discovered that she had
just one kidney and it had been permanently
damaged by a urinary tract infection.

A year later, the family's insurance pre-
miums started to escalate. In two increases
over the course of the year, the rate soared
from $1,6562 a year to $5,080 a year. The com-
pany did say, however, that Ms. Renshaw and
Mr. Bradley could reapply for insurance and,
if accepted, get a lower rate. They applied
and were rejected, meaning they were stuck
with the soaring rates. “That was how they
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separated the sick people from the well peo-
ple,” Ms. Renshaw said.

To reduce their premiums, Mr. Harvey
dropped out of the program and went unin-
sured. That brought the premium to $3,160 a
year.

But the next year, in February 1989, the
rate was increased again to $4,420 a year. In
February 1990, it rose to $8,844 a year, pay-
able quarterly. ‘‘We made two of those pay-
ments, but it was getting to the point where
our health insurance was as much as our
mortgage,” Ms. Renshaw said. Then, she
sald, she got a telephone call from the com-
pany saying it was raising the rate to $16,000
a year.

In desperation, Ms. Renshaw tried calling
her alumni association but, she said, they of-
fered no help and, “eventually they stopped
returning my calls.”” She said she also called
members of the California Assembly. “They
said, ‘That’s too bad. You should start a
grass roots petition,"” she recalled.

Ms. Renshaw and Mr, Harvey tried to find
another company to insure the family, but
none would. The best they could do was get
minimal coverage for their daughters. They
said they were told by the companies that
they could get coverage for the family if
Marisa’s kidney was excluded, but the cost of
paying for all of Marisa's sonograms and
checkups for her kidney as well as the health
insurance premiums would reach at least
37,000 a year. They could not afford it, Ms.
Renshaw said.

LIMITED COVERAGE NOW

Through a catastrophic health insurance
plan of the California Children Services,
Marisa is now covered for major problems
with her kidney, but nothing else. And this
coverage, Ms. Renshaw said, is available only
if a family of four has an income of $40,000 or
less. But if Ms. Renshaw gets a full-time
teaching job, which she has been seeking, the
family would be disqualified by its income.
In that case, she said, “‘our next option is a
divorce.”

Kirsten is covered by an individual Blue
Cross policy with a $1,500 deductible. But the
policy excludes payments for her sinuses, be-
vause she has had two sinus infections. And
it will not cover any problems with her eyes
because Ms. Renshaw once took her to an
ophthalmologist, mistakenly thinking that
her eyes were crossed.

Ms. Renshaw sald her search for insurance
has led her to get a teaching certificate,
rather than one in marriage and family
counseling, which she preferred, because she
does not want to be self-employed. As a
teacher, she reasoned, she would have a
chance of getting insurance though the
school system. And she is putting off having
a baseline mammogram until after she gets
insurance for the family, afraid that if the
mammeogram detects any suspicious lumps
in her breast, she would fail to get insurance.

As she applies for a teaching nosition, Ms.
Renshaw said that she is afraid to mention
Marisa’s kidney problem. “I might not get a
job,” she said.

And she and her husband live in terror of
illness because medical bills could -easily
bankrupt them. “I'm afraid we’ll lose our
house,”” Ms. Renshaw said. ‘“That’s the only
thing we have.”

UNDER SECTION 9 OF THE CON-
CURRENT RESOLUTION ON THE
BUDGET

Mr. SASSER. Mr. President, I hereby
submit revised budget authority allo-
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cations to the Senate Committee on

Finance and aggregates under section 9

of the concurrent resolution on the

budget, House Concurrent Resolution

121.

Section 9a) of the budget resolution
states:

SEC. 9. DEFICIT-NEUTRAL RESERVE FUND FOR
FAMILY AND ECONOMIC SECURITY
INITIATIVES IN ACCORDANCE WITH
PROVISIONS OF THE SUMMIT
AGREEMENT.

1(a) INITIATIVES T0 IMPROVE THE HEALTH
AND NUTRITION OF CHILDREN AND To PROVIDE
FOR SERVICES To PROTECT CHILDREN AND
STRENGTHEN FAMILIES.—

(1) IN GENERAL.—Budget authority and out-
lays may be allocated to a committee or
committees for legislation that increases
funding to improve the health and nutrition
of children and to provide for services to pro-
tect children and strengthen families within
such a committee’s jurisdiction if such a
committee or the committee of conference
on such legislation reports such legislation,
if, to the extent that the costs of such legis-
lation are not included in this concurrent
resolution on the budget, the enactment of
such legislation will not increase the deficit
(by virtue of either contemporaneous or pre-
viously passed deficit reduction) in this reso-
lution for fiscal year 1992, and will not in-
crease the total deficit for the period for fis-
cal years 1992 through 1996,

(2) REVISED ALLOCATIONS.—Upon the re-
porting of legislation pursuant to paragraph
(1), and again upon the submission of a con-
ference report on such legislation (if a con-
ference report is submitted), the Chairman of
the Committee on the Budget of the Senate
may file with the Senate appropriately re-
vised allocations under sections 302(a) and
602(a) and revised functional levels and ag-
gregates to carry out this subsection. Such
revised allocations, functional levels, and ag-
gregates shall be considered for the purposes
of the Congressional Budget Act of 1974 as al-
locations, functional levels, and aggregates
contained in this concurrent resolution on
the budget.

(3) REPORTING REVISED ALLOCATIONS.—The
appropriate committee may report appro-
priately revised allocations pursuant to sec-
tions 302(b) and 602(b) to carry out this sub-
section.

Subsection (¢) of section 9 of the budget
resolution provides:

(c) CONTINUING IMPROVEMENTS IN ONGOING
HEALTH CARE PROGRAMS AND PHASING-IN OF
HEALTH INSURANCE COVERAGE FOR ALL AMER-
ICANS.—

(1) IN GENERAL.—Budget authority and out-
lays may be allocated to a committee or
committees for legislation that increases
funding to make continuing improvements
in ongoing health care programs or to begin
phasing-in health insurance coverage for all
Americans within such a committee's juris-
diction if such a committee or the commit-
tee of conference on such legislation reports
such legislation, if, to the extent that the
costs of such legislation are not included in
this concurrent resolution on the budget, the
enactment of such legislation will not in-
crease the deficit (by virtue of either con-
temporaneous or previously passed deficit
reduction) in this resolution for fiscal year
1992, and will not increase the total deficit
for the period of fiscal years 1992 through
1996.

(2) REVISED ALLOCATIONS.—Upon the re-
porting of legislation pursuant to paragraph
(1), and again upon the submission of a con-
ference report on such legislation (if a con-
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ference report is submitted), the Chairman of
the Committee on the Budget of the Senate
may file with the Senate appropriately re-
vised allocations under sections 302(a) and
602(a) and revised functional levels and ag-
gregates to carry out this subsection. Such
revised allocations, functional levels, and ag-
gregates shall be considered for the purposes
of the Congressional Budget Act of 1974 as al-
locations, functional levels, and aggregates
contained in this concurrent resolution on
the budget.

{3) REPORTING REVISED ALLOCATIONS.—The
appropriate committee may report appro-
priately revised allocations pursuant to sec-
tions 302(b) and 602(b) to carry out this sub-
section.

On March 3, 1992, the Finance Com-
mittee reported S. 2325. S. 2325 includes
a provision that increases the Earned
Income Tax Credit for low-income fam-
ilies with children. This provision
would “increase funding to improve the
health and nutrition of children”—in
the words of section 9(a) of the budget
resolution—by targeting an increase in
the refundable tax credit for lower in-
come working families with children.

S. 2326 also includes extension of
Medicare benefits to cover a number of
preventive care services, including in-
fluenza immunizations, tetanus-diph-
theria boosters, and well-child care. S.
2325 also includes provisions that cre-
ate two new entities—the Coal Indus-
try Retiree Health Benefits Corpora-
tion and the 1991 Benefit Fund—to re-
place two coal industry health funds
that are experiencing financial difficul-
ties. These provisions will ensure that
retired coal miners, their widows, and
their dependents continue to receive
the health benefits for which they con-
tracted. In the words of section 9(c) of
the budget resolution, these two provi-
sions ‘‘increase funding to make con-
tinuing improvements in ongoing
health care programs.”

S. 2325 also meets the other require-
ment of section 9 of the budget resolu-
tion that—

To the extent that the costs of such legis-
lation are not included in this concurrent
resolution on the budget, the enactment of
such legislation will not increase the deficit
* % * in this resolution for fiscal year 1992,
and will not increase the total deficit for the
period of fiscal years 1992 through 1996.

As S. 2325 complies with the condi-
tions set forth in the budget resolu-
tion, under the authority of sections
9(a)2) and 9c)(2) of the resolution, I
hereby file with the Senate appro-
priately revised budget authority allo-
cations under sections 302(a) and 602(a)
and revised functional levels and ag-
gregates to carry out this subsection.

I ask unanimous consent that the re-
vised budget authority allocations be
printed in the RECORD.

There being no objection, the mate-

rial was ordered to be printed in the
RECORD, as follows:
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REVISED BUDGET RESOLUTION AGGREGATES AND
ALLOCATIONS

[in mullions of dollars]

1992 1992-96
Resolution aggregates:
e nnd il
R i J 850,528
Allocations to the Committee on Finance:
Budget authority 491371
Qutlays 487 464

IRRESPONSIBLE CONGRESS?
HERE’S TODAY'S BOXSCORE

Mr. HELMS. Mr. President, the Fed-
eral debt run up by Congress stood at
$3,851,871,758,136.39, as of the close of
business on Friday, March 6, 1992.

As anybody familiar with the U.S.
Constitution knows, no President can
spend a dime that has not first been
authorized and appropriated by the
Congress of the United States.

During the past fiscal year, it cost
the American taxpayers $286,022,000,000
just to pay the interest on spending ap-
proved by Congress—over and above
what the Federal Government col-
lected in taxes and other income. Aver-
aged out, this amounts to $5.5 billion
every week.

What would America be like today if
there had been a Congress that had the
courage and the integrity to operate on
a balanced budget?

TRIBUTE TO JOHN E. ALLEN, JR.

Mr. SPECTER. Mr. President, on
February 25, 1992, the city of Philadel-
phia, my home, was diminished with
the passing of John E. Allen, Jr., the
founder and artistic director of Free-
dom Theater.

Mr. Allen, who started Freedom The-
ater 26 years ago, was an extraordinary
human being. He was a director, an
actor, a playwright, a scholar and,
most of all, a humanitarian, a person
who saw dignity and worth in every
human being and who tried to make
this statement in the many produc-
tions that he brought to the theater
over the years.

Freedom Theater is more than a
place where dramas are presented. Be-
cause of John Allen, it is a beacon of
hope in an area suffering from the
many insidious maladies that afflict
the inner-city areas of our Nation’s
metropolises. He put on shows that in-
spired young African-Americans with
pride and that made them aware of the
possibilities of life. He did this with the
gifts he possessed: talent, enthusiasm,
a love of life, and a quenchless belief
that good theater could make a dif-
ference in the quality of life of its com-
munity.

In anyone's life, the important ques-
tion is always: Did he or she make a
difference? Was living better for others
in any way because of their contact
with this person? In the case of John
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Allen, the answer has to be a unani-
mous and resounding ‘‘Yes.” John
Allen made a tremendous difference for
those fortunate enough to have known
and worked with him and for those who
had access to his artistry.

All of these mourn his passing. So,
too, the city of Philadelphia to which
he gave so much and which is now
bereft of his gifts.

It is therefore fitting that the U.S.
Senate take note of the many contribu-
tions of John Allen to his community
and to his art with the hope that Free-
dom Theater will continue its impor-
tant work despite this great loss.

VERMONT'S FOREST PRODUCTS
INDUSTRY

Mr. LEAHY. Mr. President, my farm
in Middlesex, VT, has been in the
Leahy family for several decades. Like
other Vermont farms, it was initially
cleared of its native forests to produce
crops and provide pasture. But, like
many once productive farms it has re-
verted back to forest.

Interestingly, only 20 percent of Ver-
mont was forested in the late 1800's
while 80 percent was cleared. Today the
opposite is true with nearly 80 percent
of Vermont being forested and 20 per-
cent being cleared.

With the decline in the number of
farms since World War II-due to in-
creased urbanization, development, and
agricultural trends—Vermont's forest
products industry has picked up the
slack to the point where it now rep-
resents 12 percent of the gross State
product.

As I walk the Leahy farm and look to
the Green Mountains in the distance, I
am always struck by the beauty our
forests provide. Yet, I am also struck
by history and the people who toiled to
clear the forests in order to support
their families and feed the region.
There is a special sense of comfort in
knowing that forests are renewable and
with proper care our forest lands will
be sustained for future generations.

A few years ago, consulting forester
Jim Wilkinson and I walked the woods
of my family’'s farm. Jim talked about
the role management can play in mak-
ing my forests healthier, more produc-
tive, and more supportive of wildlife.
Eventually, Jim laid out a manage-
ment plan to help me accomplish my
goals as a forest landowner,

This experience on my own land and
a recent discussion with some inter-
ested members of Vermont's forestry
community got me thinking about the
role our forests play in the Green
Mountain State's economy.

Many do not realize the important
role forest products play in our econ-
omy. Forest products are the No. 1 val-
ued agricultural crop in the Nation.
According to the American Forest
Council, forest products produced $2.9
billion in earnings and employed 18.3
thousand Americans in 1988.
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In Vermont, the forest products in-
dustry ranks second only to electronics
in our manufacturing sector. There are
700 logging, sawmill, and trucking
firms:

Employing 3,300 people;

Providing $48 million in payroll; and

Producing $108 million in sales.

Forty-five percent of the timber
sawed in Vermont is consumed in Ver-
mont by some 400 secondary manufac-
turing firms. These manufacturers
produce many products, from furniture
to wooden bowls. These Vermont firms:

Employ 6,400 employees;

Provide $128 million in payroll; and

Produce $300 million in sales.

Moreover, economists believe each
primary and secondary manufacturing
job induces two more jobs through
spending on local businesses such as
the grocery stores, automobile sales
and repairs, insurance companies, and
the many other goods and services we
require to maintain our gquality of life.
If you take this category into consider-
ation, an estimated 30,000 people are
economically linked to the forest prod-
ucts industry in Vermont.

Of course, we could not have an in-
dustry without a supply of timber.

There are 4.4 million forested acres in
Vermont—TT7 percent is held by small
landowners, 8 percent by corporate
landowners, 9.3 percent by State and
local landowners, and 6 percent by the
Federal Government.

Many of the private lands are man-
aged for timber production with assist-
ance from various Federal and State fi-
nancial and technical programs. The
forest products industry’s American
Tree Farm System also provides assist-
ance to landowners who want to man-
age their land for timber production.

Last year, Vermonters harvested
over 200 million board feet from these
lands—about 5 percent of this harvest
came from the Green Mountain Na-
tional Forest, according to the Ver-
mont Department of Forests, Parks,
and Recreation.

Herein, lies the challenge we Ver-
monters must meet. The national for-
ests are owned by the public and must
be managed for multiple uses. I have
long supported nonintensive timber
management on the Green Mountain
National Forest because our public
lands are the only place to concentrate
benefits—such as wilderness, certain
fish and wildlife habitat protection and
restoration, watershed protection, and
recreational opportunities—benefits
that cannot be found or are not found
on private lands.

The importance of timber supply
must be balanced with these nonmar-
ket uses—both need to be protected for
future generations. The National For-
est Management Act, Endangered Spe-
cies Act, National Environmental Pol-
icy Act, and citizens rights to question
Federal agency actions help achieve
this balance.
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However, with 94 percent of Ver-
mont's timber supply located on non-
Federal lands, there is much we can do
to promote the forest products indus-
try. These opportunities include:

Fully funding State and private for-
estry programs that were authorized in
the forestry title of the 1990 farm bill;

Rethinking the roll of capital gains
and passive loss rules as they relate to
forest land management;

Assuring landowners that State, not
Federal, environmental laws apply to
those who receive financial forest man-
agement assistance through such pro-
grams as Stewardship Incentives and
Forest Legacy.

Healthy forests and a healthy forest-
based economy have been and must
continue to be an important part of
Vermont's future.

I know at times Vermonters argue
over what are seen as conflicting forest
management objectives. That is what a
democracy is all about. All Vermonters
are partners with a responsibility to
work together to assure that public
and private lands provide a healthy
balance of benefits—economic and en-
vironmental—according to what each
is best suited to do.

ALZHEIMER'S DISEASE

Mr. SPECTER. Mr. President, on
February 3, 1992, 1 \visited the
Neurophysics Laboratory at the Uni-
versity of Pittsburgh’s Graduate
School of Public Health. During my
visit, I had the opportunity to met
with Jay W. Pettegrew, M.D., director
of the Alzheimer's Disease Research
Center, and several relatives of people
suffering from Alzheimer’s. I found
these individuals® perspectives to be
worth consideration by Members of the
Congress as we look to the appropria-
tions bill for Labor, Health and Human
Services and Education for fiscal year
1993 in our allocation of resources, in-
cluding Alzheimer's disease. I ask that
these individuals® statements be in-
cluded in the RECORD following my re-
marks, because their comments give
direction to the path Congress should
take in dealing with this illness.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See exhibit 1.)

Mr. SPECTER. Mr. President, cur-
rently about 4 million Americans suffer
from Alzheimer’s disease. This illness
is severely debilitating. It kills brain
cells causing gradual loss of memory
and reasoning abilities and eventually
leads to death. Alzheimer's strike 1 of
every 10 Americans over age 65 and
nearly half of those over age 85. Stud-
ies show that unless we find a way to
cure or prevent Alzheimer’'s disease, 14
million Americans will be stricken by
this devastating illness by the middle
of the next century.

Alzheimer’'s devastates the sufferer
as well as his or her family members,
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both emotionally and financially. This
hardship is surprisingly common—af-
fecting one out of every three families
in our country. Currently estimated at
more than $90 billion a year, the cost of
Alzheimer’s is skyrocketing. Thus, a
major concern for such families is their
ability to afford the cost of long-term
care and medical treatment. It is clear
to me that containing such health care
costs is paramount to reform in most
areas of our Nation's health care sys-

m.
I believe that if we invested more
money in research for treatment and
cures now, the savings down the road
will be significant. Not only would we
save money, but also we would allevi-
ate the suffering of so many Americans
with Alzheimer’'s, as well as their fami-
lies. The estimates for savings is very
significant. Reports show that just a 5-
year delay in the onset of Alzheimer’'s
could save $40 billion presently spent
on care. In addition, research on Alz-
heimer's may lead to a simple, accu-
rate diagnostic test that would save as
much as $1 billion a year that Medicare
now spends for such diagnosis. The de-
velopment of effective drug treatments
could also save an estimated $76 billion
over the next 25 years. .

The progress that has been made thus
far in Alzheimer’s epidemiology is
promising. In my own State of Penn-
sylvania, the research being done by
the University of Pittsburgh Alz-
heimer's Disease Research Program is
very promising. Dr. Pettegrew de-
scribed to me the laboratory's use of a
magnetic resonance  spectroscopy,
which can isolate the molecule respon-
sible for contributing to Alzheimer’s
disease. Isolating this molecule has en-
abled researchers to begin developing
means to shut off the production of the
Alzheimer's molecule, thus preventing
the activation of the disease. This in-
vestigation shows promise in our abil-
ity to stop the onset of Alzheimer’s and
is indicative of the effectiveness and
worthiness of prioritizing Federal
spending on Alzheimer’s research.

Mr. President, it is clear that the
treatment of and the cure for this dev-
astating disease are both urgently
needed to relieve the suffering afflict-
ing so many lives.

EXHIBIT 1
UNIVERSITY OF PITTSBURGH,
February 19, 1992.
Senator ARLEN SPECTER,
Federal Building, Pitisburgh, PA.

DEAR SENATOR SPECTER: I want to thank
you for visiting the University of Pittsburgh
on February 3, 1992 and giving us the oppor-
tunity to share with you some of our
thoughts, goals and research findings con-
cerning Alzheimer's disease (AD). The re-
search and support programs are part of our
National Institute on Aging funded Alz-
heimer's Disease Research Center (ADRC)
and Leadership and Excellence in Alz-
heimer’'s Disease (LEAD) award. I would like
to reiterate several points which we dis-
cussed during your brief visit.

1) Magnitude of the AD Problem: There are
an estimated 4 million AD patients at this
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time in the United States; this number is ex-
pected to increase to 14 million by the year
2040. The kind of comprehensive care that is
needed for advanced AD patients currently
costs approximately $200 per day. If one uses
this same cost estimate of $200 per day for
the year 2040, this equals a cost of $1.02 tril-
lion for the health care of the projected num-
ber of AD patients in this country. The fi-
nancial cost therefore will be extremely bur-
densome.

2) AD is generally viewed as a disease of
the elderly; this is a myth. The fundamental
molecular changes that culminate in the
devastating symptoms of AD probably start
decades before the onset of any symptoms
and probably start sometime in middle age
(in the 40’s and 50’s). By the time symptoms
occur, there already is widespread and severe
damage to brain cells and cellular mem-
branes which are the vital communication
centers of the brain. Because there is wide-
spread damage prior to the onset of symp-
toms, therapeutic strategies aimed at treat-
ing only the symptoms will have relatively
little impact on the course of the disease.

3) Approaches must be developed to iden-
tify those individuals who have the begin-
ning molecular changes in their brains but
still have no symptoms. Then research must
be directed at designing drugs that can slow
or completely stop these molecular changes
and thereby prevent the disease.

4) We have identified a class of molecules
called phosphomonoesters (PME) which are
found in high abundance in the newborn de-
veloping brain and are used as building
blocks for nerve cell membranes. It is the
cellular membranes which are the ‘‘commu-
nication centers'’ of the brain and during the
growth and development of the brain there is
a great increase in the numbers and com-
plexities of these communication centers.
After this growth phase, the levels of the
PME dramatically drop as there is no further
“hard wiring” of the brain; the levels of the
PME then normally remain low throughout
the rest of life. In AD the production of PME
is again inexplicably turned on to the high
levels observed in the developing brain.
While the high PME levels are normal in the
developing brain, high PME levels in the ma-
ture adult brain create “mischief’. At these
high levels, one of these PME has now been
shown to shut down the communication cen-
ters which serve short term memory and this
provides an explanation for the loss of short
term memory which is such an early and
prominent finding in AD. As the levels of the
FPME continue to build, this same PME may
have the potential to act indirectly as a
toxin and selects certain brain cells for dam-
age and death; it is these same nerve cells
which are targeted for cellular damage and
death in AD. As AD progresses there is wide-
spread degeneration of the nerve cell mem-
branes which results in an increase in the
levels of another class of molecules
(phosphodiesters, PDE) which are the break-
down products of membranes.

5) We have demonstrated that the levels of
the PME and PDE can be determined in the
brains of living human subjects by the non-
invasive technique of magnetic resonance
spectroscopy (MRS). Using this technique,
we have recently shown that the levels of the
PME are high early in AD and then drop as
the levels of PDE rise. In vivo MRS, there-
fore, has the potential to demonstrate mo-
lecular changes in the brains of asymp-
tomatic individuals and, thereby, would be
useful in identifying these individuals who
could potentially benefit from drugs de-
signed to prevent AD.
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I wish to thank you for taking time from
your busy schedule to visit with us and hope
that our interchange was informative and
useful to you.

Sincerely,
JAY W. PETTEGREW, M.D.,
Professor of Psychia-
try, Neurology and
Health Services Ad-

ministration; Direc-
tor, Neurophysics
Laboratory;  Direc-

tor, Alzheimer's Dis-
ease Research Cen-
ter,

STATEMENT FOR SUBMISSION INTO THE
CONGRESSIONAL RECORD

My name is Ellen Berliner. My husband,
Arthur, has Alzheimer's Disease. As a partic-
ipant in a research study, I was asked to con-
tact friends and business associates who
might remember times when my husband be-
haved in a way that they felt was inconsist-
ent with his character. Such changes were
first noted in the early 1070's, but no one
knew then that they derived from an organic
illness. Eventually he was unable to work
and in 1979, his disease was diagnosed as Alz-
heimer's Disease. Care at home ultimately
proved unmanageable; stress and exhaustion
taking their toll on me and our children.

As a veteran, my husband had access to the
Veteran's Affairs hospital system where he
remained from 1986 until present. Appar-
ently, as an austerity effort on the part of
the VA, he was recently discharged to a pri-
vate nursing home. The VA will only cover
six months of care in the nursing home for
this now totally helpless man. After that I
am responsible.

The above experiences have led me to con-
clude that Alzheimer's Disease patients and
their families are in dire need of relief, I
offer the following suggestions for consider-
ation. Firstly, real savings will occur in the
future only if Federal funding remains at a
high enough level to keep researchers going
until they find the cause, treatment and cure
of this disease so that the entire nightmare
of personal suffering and ruinous costs to in-
dividuals and this nation come to a stop.

Additionally, the VA must continue to be
funded at a level adequate to support the
care of all veterans. Shifting the fiscal bur-
den of care to other federal programs and/or
to the family members of the patent (drain-
ing the financial savings of many families
who must foot their own bill for care) dis-
counts the very lives of those who have
served America in all her wars.

STATEMENT FOR THE RECORD

The following is a statement from the
daughter of a 90 year-old woman in the final
stages of Alzheimer’'s disease. The mother is
a resident of a local nursing home.

“The State requirement of 2.3 hours of
nursing home care per 24-hour shift means
that Alzheimer’'s patients, especially those
in advanced stages of the disease, are not re-
ceiving the basic care they require. They sit
in wheel chairs or lie unattended for hours,
unable to feed themselves, call for assist-
ance, change themselves or otherwise pro-
tect their remaining health. Family mem-
bers must themselves provide care or hire
others to feed, bathe, and change their fam-
ily members, since the nursing home time
commitment of 2.3 hours of care per patient
is totally inadequate for even very basic
care. There is not enough time in 2.3 hours to
feed, change, turn, bathe, and move her.

For the last four years, I have been going
to the nursing home twice a day to feed my
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mother her breakfast and dinner since the
nursing home staff do not have the time to
make sure my mother receives the nourish-
ment and fluids she needs. With personal
money, I have hired a caregiver to feed lunch
to my mother. My mother's food has to be
cut thinly or blended, but the nursing home
does not have time to do that, so I take my
food processor and prepare the food myself.
My mother is now dehydrated because of the
problems in feeding her, but no extra help is
available. My family and I have spent more
than $100,000 to provide basic care to my
mother in addition to the Medicare reim-
bursement the nursing home has received.

Medicaid reimbursement to the nursing
home is $12 less per day than the nursing
home costs. Since Medicaid does not meet
the full cost, the nursing home has to absorb
the difference. The nursing home manager
tells me that an increase in both the state
time requirement and in Medicaid reim-
bursement would enable the nursing home to
hire more staff to make sure my mother re-
ceives the necessities of food, bathing, and
movement.

My mother now has a urinary infection
with skin breakdown due to wet diapers not
being changed. My mother should not have
to suffer from a deterioration in her condi-
tion due to poor care and from inattention
because the nursing home is not receiving
sufficient money to care for her better.

My mother has twice fallen flat on her face
in the wheel chair because she had not been
properly restrained (no leg rests and the
Posey restrain around her torso and not her
upper body). She suffered a broken wrist
when she fell off a commode after an aide let
go of her to fix a wheel chair. She suffered
two strokes following the falls. I have seen
obvious neglect in the care of my mother and
other patients, including recently when an
aide nearly gave medications to my mother
that had been prescribed for her roommate.

I am completely stressed out from caring
for my mother and I am outraged by the at-
titude that ‘writes off’ people ‘warehoused’
in nursing homes. Once you are elderly, espe-
clally if you can’t take care of yourself as is
the case with Alzheimer's disease, you're for-
gotten.

I have contacted various local and state
government offices to urge that the 2.3 hours
of care be increased and that Medicaid fund-
ing be expanded so that my mother receives
the care with dignity to which she’s entitled.
I implore Senator Specter to reevaluate the
time requirements for nursing home care and
to work toward increasing the Medicaid
dally reimbursement for nursing home care,
especially for patients with Alzheimer's. By
the way, 50% of people in nursing homes
have Alzheimer’s.

If more people saw what actually happens
to Alzheimer's patients in nursing homes in-
stead of reading about it, they would never
forget the sights before their eyes and they
would never let themselves or a loved one
suffer through the circamstances—if they
could help it. I hope Senator Specter can
help the situation.

STATEMENT FOR INCLUSION IN THE
CONGRESSIONAL RECORD

My husband died two years ago after more
than a decade of slow progressive dementia
and physical deterioration. He had been
bright, witty and articulate. Gradually, he
lost his ability to do simple arithmetic, read,
dress himself, or understand television or
sports.

Eventually, he required constant super-
vision and care. First he attended a day care
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center, then he remained at home with a
health aide. T took over when I came home
from work and experienced the ‘‘thirty-six
hour day.” He could no longer walk or feed
himself by the time he had to enter a Veter-
an’'s Affairs hospital, almost three years
prior to his death.

Competent and qualified neurologists and
geriatriclans agreed that my husband’'s
symptoms indicated Alzheimer's Disease. No
tests are available to confirm this with 100%
accuracy. It was a shock therefore, to learn
after autopsy, that he had actually suffered
from an atypical form of Parkinson's Disease
which mimicked Alzheimer’s Disease.

STATEMENT

These comments regarding Alzheimer's
Disease from George Boyle, 106 Briarwood
Drive, Pittsburgh, PA 15235, phone 412-371-
7682,

I was thrust into the role of caregiver back
in 1980 when my wife, Jean, a well educated,
working professional nurse started to gradu-
ally lose her memory and her ability to do
the ordinary things of daily living. Her con-
dition deteriorated over the past 12 years to
a point where now she is completely incapa-
ble of any physical or mental activity and
requires 24 hour personal care.

We have always carried Blue Cross and
Blue Shield health coverage and now, with
Jean’s disability, she is covered by Medicare.
None of this, however, has any provision for
payment of the cost of long-term personal
care that is necessary in Jean's present state
and will continue as long as she lives. The
cost of this personal care must be borne by
me personally and is depleting my financial
resources and threatens to leave no cushion
for my own retirement.

A provision in Medicare for this type of
long-term care would be a blessing to myself
and thousands like me who are being finan-
cially depleted due to the long-term effects
of Alzheimer’'s Disease. If Medicare is not the
answer, then some form of national assist-
ance grant for victims of catastrophic illness
should be enacted. It hurts to work all your
life, raise and educate six children, and then
lose all you have worked for to a disease like
Alzheimer’s.

ALUMINUM COMPANY OF AMERICA,
Pittsburgh, PA, February 25, 1992.
Ms. LESLIE DUNN,
Alzheimers Disease Research Center, Pittsburgh,
PA.

DEAR Ms. DUNN: In response to Senator
Specter's request, I am writing the following
brief summary of our family's experience
with my mother, Thelma Sigar.

Members of our family first began discuss-
ing possible problems with my mother's
memory in 1988. It began as very simple
items such as being confused about social en-
gagements or not remembering facts relayed
on a telephone conversation. As things be-
came gradually more noticeable over a two-
year period, we inquired of a family physi-
cian who recommended us to the ADRC. Dur-
ing the five years that she has been enrolled
in the program, we have seen a gradual de-
cline in her mental faculties. In 1987, she was
living alone, working full-time in our family
business, and participating in many charity
and social activities. In addition, she would
travel to Florida for vacation during the
winter. However, each year we saw a dimin-
ishment in these capabilities. First was her
inability to travel alone on an airplane. Sec-

ond, a major trauma occurred in 1989 when, .

after several small traffic accidents, we de-
cided that she was no longer able to drive.
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This was a very difficult period for the fam-
ily since my mother had been very independ-
ent as far as going to work and attending her
various meetings. The ADRC was able to
refer us to a professional evaluator who gave
my mother tests and confirmed our decision.
After this date, she continued to go to work
on her own by using the ACCESS system of
senior citizen public transportation. Gradu-
ally, though, we found it necessary to em-
ploy someone to pick her up from work and
make sure that she was able to do her shop-
ping and get home.

During the last year, my mother has un-
dergone a rapid degradation of her memory
and other cognitive facilities. It seems hard
to remember that just one year ago she was
working full-time. Today, it is necessary to
have someone living with her full-time. She
could no longer use any type of public trans-
portation and, indeed, could not be left alone
in a supermarket to do her own shopping.
Telephone conversations have become much
more difficult, and it is necessary to speak
to her full-time care-giver in order to trans-
mit any kind of information.

The family is fortunate to have the finan-
cial capabilities to handle personal care in
this situation. We often talk about what
would happen if this were not the case. There
is no medical insurance or Medicare that
pays for any of the personal care necessary
for her. It certainly would take the full-time
care of someone to watch her even at this
medium stage of Alzheimers Disease, and
that would mean someone in this family giv-
ing up employment and spending that time
period with her. In addition, the strain on a
family member during that kind of an ar-
rangement is very difficult. For our family,
the worst part lies ahead as we expect an-
other five or six years of continuing dimin-
ishment until she reaches the stage of not
being able to care for herself in even the sim-
plest physical manner. We expect that our
expenditures will be $30-$33,000 a year over
this time period for her care. In addition,
there is even the greater loss of having a
healthy, vibrant person ‘‘disappear’ before
your eyes.

During the course of our discussions with
Senator Specter, we determined that even
with his proposals the total amount of
money spent for research per patient in the
United States during 1991 was approximately
$60. It would seem that even a simple cost
benefit analysis would reveal that a much
larger expenditure would actually be “‘profit-
able” when compared to the necessary out-
lays for public assistance and lost contribu-
tions of family members who are forced to
stay at home rather than work in the pro-
ductive sector. I would suggest that you fol-
low-up on the opportunity to present Alz-
heimers research as a profit opportunity
rather than an additional public expenditure.
If I can be of any further help, please call me
at 412-553-3632.

Sincerely,
KENNETH R. SIGER.

e —e—

THE T5TH ANNIVERSARY OF BOYS
TOWN

Mr. EXON. Mr. President, I rise to
pay special recognition to the 75th an-
niversary of Boys Town. Boys Town is
a national treasure, founded in 1917
when a Roman Catholic priest, Father
Edward Flanagan, borrowed $90 to rent
a home at 25th and Dodge Streets in
Omaha, NE, for wayward boys. In the
75 years that have passed since then,
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Boys Town has been unrelenting in its
care for society's troubled boys and
girls. To paraphrase Father Flanagan:
The work continues because it is God’s
work.

Anyone who wasn't already familiar
with Boys Town and the work it does
for children instantly learned of them
after MGM made a movie called ‘‘Boys
Town’ in 1938 starring Mickey Rooney
and Spencer Tracy. Tracy won the
Academy Award for his performance in
the movie and later gave his Oscar to
Father Flanagan. Today, the Boys
Town statue of two brothers and their
slogan: “‘He ain't heavy, Father, * * *
he's my brother” earn instant recogni-
tion.

Over these past T5 years, Boys Town
has directly touched the lives of 18,000
kids from all over the United States
who have lived at the original Boys
Town campus, spread over 1,300 acres
on the western edge of Omaha. In addi-
tion, Boys Town has reached thousands
of other children and families in crisis
through a national crisis hotline and
by opening offices, homes, shelters, or
programs in nine other States and the
District of Columbia, which I had the
privilege of helping to announce this
year. Although it still remains ‘‘Boys"
Town, girls have been admitted since
1979. And in 1991, for the first time
ever, a 16-year-old girl was elected
mayor. Although founded by a Catholic
priest, Boys Town has always been
open to children of all races and reli-
gions.

I am pleased to bring the 75th anni-
versary of Boys Town to the attention
of the U.S. Congress. I know my col-
leagues join me in wishing Boys Town
success in their continued work on be-
half of society’'s most innocent wvic-
tims—our abused, neglected, and home-
less children.

CONCLUSION OF MORNING
BUSINESS
The PRESIDING OFFICER (Mr.
ROBRB). The period for morning business
is now closed.

INDOOR RADON ABATEMENT
REAUTHORIZATION ACT

The PRESIDING OFFICER. Under
the previous order the Senate will take
up consideration of S. 792, which the
clerk will report.

The bill clerk read as follows:

A bill (8. 792) to reauthorize the Indoor
Radon Abatement Act of 1988, and for other
purposes.

The Senate proceeded to consider the
bill which had been reported from the
Committee on Environment and Public
Works, with an amendment to strike
all after the enacting clause and insert-
ing in lieu thereof the following:
SECTION 1. SHORT TITLE.

This Act may be cited as the '‘Indoor Radon
Abatement Reauthorization Act of 1991",
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SEC. 2. NATIONAL GOALS.

Section 301 of the Toxic Substances Control
Act (15 U.S.C. 2661) is amended—

(1) in the heading, by striking “NATIONAL
GOAL" and inserting NATIONAL GOALS"";

(2) by inserting '‘{(a) RADON LEVELS.—"" before
the first sentence of the section; and

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

“'(b) TESTING.—It is the goal of the United
States that all homes, schools, and Federal
buildings be tested for radon.".

SEC. 3. DEFINITIONS.

Section 302 of the Toxic Substances Control
Act (15 U.S.C. 2662) is amended by adding at the
end the following new paragraphs:

*(5) The term ‘residential dwelling' means—

“(A) a single-family dwelling or a one-family
dwelling unit in a structure containing not more
than four separate residential dwelling units,
each such unit used or occupied, or intended to
be used or occupied, wholly or partly, as the
home or residence of one or more persons; or

“(B) a single-family or one-family dwelling
unit on the subground, ground, or first-floor-
above-ground level of a multi-unil residential
Structure.

“(6) The term ‘multi-unit residential struc-
ture’ means a building containing more than
Jour separate residential dwelling units, each
such unit used or occupied, or intended lo be
used or occupied, wholly or partly, as the home
or residence of one or more persons.

“{7) The term ‘contract for the sale of residen-
tial real property' means any conlract or agree-
ment whereby one party agrees to purchase from
another parly any interest in real property im-
proved by one or more residential dwelling units
used or eccupied, or intended to be used or oc-
cupied, wholly or partly, as the home or resi-
dence of one or mare persons.

*(8) The term ‘applicable mortgage loan' in-
cludes any loan (other than temporary financ-
ing such as a construction loan) that—

*(A) is secured by a first lien on residential
real property (including individual units of con-
dominiwms and cooperatives); and

*'(B) either—

(i) is insured, guaranteed, made, or assisted
by any agency of the Federal Government, in-
cluding the Department of Housing and Urban
Development, the Veterans Administration, and
the Farmers Home Administration; or

“'(ii) is intended to be sold by an originating
mortgage institution to any federally chartered
secondary mortgage market institution.

"(9) The term ‘originating mortgage institu-
tion’ any lender that provides federally
insured, guaranteed, made, or assisted mortgage
loans, or sells mortgage loans to a federally
chartered secondary mortgage market institu-
tion.

*(10) The term ‘federally chartered secondary
maortgage institution’ means an institution char-
tered by Congress that buys mortgages from
originating financial institutions and resells
them to investors, including the Federal Na-
tional Mortgage Association, the Government
National Mortgage Association, and the Federal
Home Loan Mortgage Association.

‘“(11) The term 'Administrator’ means the Ad-
ministrator of the United States Environmental
Protection Agency.

*(12) The term 'Business day’' means any day
other than a Saturday, a Sunday, a Federal
holiday, a State holiday in the State in which
the affected residential property is localed, or a
State holiday in the State or States in which the
buyer or seller resides.

"'(13) The term ‘person’ means an individual,
trust, firm, joint stock company, corporation
(including a government corporation), pariner-
ship, association, State, municipality, commis-
sion, political subdivision of a State, or an inter-
state body.
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*“(14) The term “‘direct Federal financial as-
sistance'' means assistance in financing a resi-
dential dwelling provided by the Federal Hous-
ing Administration, Farmers Home Administra-
tion, and the Department of Veterans Affairs.

*(15) The term * Federal building'' means any
building that—

“(A) is used primarily as an office building,
school, hospital, or residence, and

“(B) owned, leased, or operated by any Fed-
eral agency."',

SEC. 4. PRIORITY RADON AREAS.

Title 11l of the Toxic Substances Control Act
(15 U.S.C. 2661 et seq.) is amended—

(1) by redesignating sections 303 through 311
as sections 304 through 312, respectively; and

(2) by inserting afler section 302 the following
new section:

“SEC. 303. PRIORITY RADON AREAS.

““fa) DESIGNATION OF AREAS.—The Adminis-
trator shall, designate as erpeditiously as pos-
sible but no later than January 1, 1992, areas as
priority radon areas, and revise, as appropriate
thereafter, the designations.

‘'(b) STANDARD FOR DESIGNATION.—The Ad-
ministrator shall designate an area as a priority
radon area in any case where the Administrator
determines that there is a reasonable likelihood
that the average radon level in the area is likely
to exceed the national average radon level by
maore than a de minimis amount.

“(c) FACTORS.—In designating priority radon
areas, the Administrator shall consider the most
current available information at the time of
such designation, including—

“(1) the national assessment of radon con-
ducted pursuant to section 118(k) of the
Superfund Amendments and Reauthorization
Act of 1986 (42 U.5.C. 7401 note);

“(2) surveys of school buildings conducted
pursuant to section 308;

“(3) surveys of Federal buildings conducted
pursuant to section 310;

““(4) surveys of work places conducted pursu-
ant to section 318; and

“'(5) any other information, including other
radon ts and geological data, as the
Administrator determines to be appropriate.”.
SEC. 5. CITIZEN'S GUIDE.

(a) SCHEDULE.—Section 304(a) of the Toxic
Substances Control Act (15 U.S.C. 2663(a)) (as
redesignated by section 4 of this Act) is amended
by striking “June 1, 1989 and inserting *“Janu-
ary 1, 1992".

(b) AcTION LEVELS.—Section 304(b)(1) of the
Toxic Substances Control Act (15 U.S.C.
2663(b)(1)) (as redesignated by section 4 of this
Act) is amended—

(1) by inserting ‘(A)" after “ACTION LEV-
ELS.—""; and

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

""(B) The citizen's guide shall slate the na-
tional goals established in this title, and shall
estimate the average national ambient outdoor
radon level. The guide shall also indicate the
health benefits of reducing indoor radon levels
to ambient outdoor levels.

*(C) The citizen’s guide shall establish a tar-
get action point indicating a level of indoor
radon that is, in the judgment of the Adminis-
trator, as close to the national ambient outdoor
radon level as can be achieved consistently in
eristing, single family homes through the appli-
cation of readily available and generally afford-
able radon mitigation technologies and prac-
tices."".

(c) INFORMATION.—Section 304(b)(2) of the
Toxic Substances Control Act (15 U.S.C.
2663(b)(2)) (as redesignated by section 4 of this
Act) is amended by adding at the end the fol-
lowing new subparagraph:

“(F) The location of priority radon areas and
the likelihood of radon levels above the target
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action point within and outside of priority
radon areas.”’.
SEC. 6. MODEL CONSTRUCTION STANDARDS.

(a) TECHNICAL AMENDMENTS.—(1) Section 305
of the Toxic Substances Control Act (15 U.S.C.
2664) (as redesignated by section 4 of this Act) is
amended—

(A) by inserting *‘(a) STANDARDS.—'' before
the first sentence of the section;

(B) by inserting '(b) CONSULTATION.—"" before
the second sentence of the section;

(C) by inserting ‘(c) GEOGRAPHIC DIF-
FERENCES,—(1)'"" before the fourth sentence of
the section;

(D) by striking the fifth sentence of the sec-
tion; and

(E) by inserting '(d) IMPLEMENTATION.—"" be-
fore the sixth sentence of the section.

(2) Section 305 of the Toxic Substances Control
Act (15 U.S.C. 2664) (as redesignated by section
4 of this Act) is amended by adding at the end
the following new subsection:

“(e) SCHEDULE.—The Administrator shall pub-
lish final radon control standards and tech-
nigques for residential dwellings and make such
techniques available to the public and the build-
ing industry not later than January 1, 1992, and
Jor multiunit residential structures and schools
by not later than January 1, 1994."".

(b) OBJECTIVES.—Section 305 of the Tozic Sub-
stances Control Act (15 U.S.C. 2664) (as redesig-
nated by section 4 of this Act) is amended by
adding at the end of subsection (c¢) (as des-
ignated by subsection (a)(1) of this section) the
Sfollowing new paragraph:

“C2)(A) Model standards and techniques shall
indicate a range of effective radon control meas-
ures, practices, and techniques, that apply to
original construction of a wide variety of build-
ing types, locations, conditions, and cir-
cumstances, and shall indicate the general
range of radon control achievable by such meas-
ures individually and in combination with other
measures.

“(B) At a minimum, the Administrator shall
establish minimum radon reduction measures,
practices, and techniques for new construction
for the purpose of determining compliance with
this section. Such radon standards shall be de-
signed to achieve indoor radon levels in homes
less than the target action point established
pursuant to section 304(b)(1)(C)."".

(c) FEDERALLY ASSISTED HOUSING.—Section
305 of the Toxic Substances Control Act (15
U.58.C. 2664) (as redesignated by section 4 of this
Act, and as amended by subsection (a)(2) of this
section) is amended by adding at the end the
Jollowing new subsection.

“‘(f) FEDERALLY ASSISTED HOUSING.—The ap-
propriate Federal official shall require that any
residential dwelling or multiunit residential
structure constructed more than two years after
the date of the establishment of new construc-
tion standards pursuant to this section or the
date of enactment of this section, whichever is
later, in an area designated by the Adminis-
trator as a priority radon area or more than two
years after the designation of an area as a pri-
ority radon area, whichever is later, shall be
constructed in accordance with the radon con-
trol standards established pursuant to sub-
section (c)(2)(B), before providing any direct
Federal financial assistance.”.

(d) DESIGN AWARDS AND CERTIFICATION.—Sec-
tion 305 of the Toxic Substances Control Act (15
U.8.C. 2664) (as redesignated by section 4 of this
Act, and as amended by subsection (c) of this
section) is amended by adding at the end the
Jollowing new subsection:

“(g) DESIGN AWARDS.—(1) The Administrator
shall establish a radon design awards program.

*(2) The radon design awards program shall
provide for awards for the best residential de-
sign incorporating radon control or mitigation
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standards in categories of residential design to
be determined by the Administrator.”.

(e) RELATIONSHIP TO STATE AND LOCAL
STANDARDS.—Section 305 of the Toric Sub-
stances Control Act (15 U.S.C. 2664) (as redesig-
nated by section 4 of this Act, and as amended
by subsection (d) of this section) is amended by
adding at the end the following new subsection:

“‘(h) RELATIONSHIP TO STATE AND LOCAL
STANDARDS.—The standards published pursuant
to this section shall not preempt the use of any
State or local building slandard if the State or
local standard is equally effective in reducing
radon levels as the standards published pursu-
ant to this section."".

SEC. 7. TECHNICAL ASSISTANCE.

(a) AcTiviTIES.—Section 306(a) of the Tozic
Substances Control Act (15 U.S.C. 2665(a)) (as
redesignated by section 4 of this Act) is amended
by adding at the end the following new para-
graphs:

“(9) Development of a model State program to
provide radon information to renters of housing,
including the dissemination to State and local
tenant and other organizations.

‘'(10) Assistance to State agencies and other
organizations concerning the assessment and
mitigation of radon in public water supplies.

“‘(11) Assistance to State agencies and other
organizations to facilitate prompt adoption and
effective enforcement of new construction stand-
ards for reducing radon levels developed pursu-
ant to section 305.

*“(12) Development of testing guidelines for
multiunit residential structures and multistory
buildings not later than six months after the
date of enactment of this paragraph and devel-
opment of mitigation guidelines not later than
three years after the date of enactment of this
paragraph.

*'(13) Issuance of guidance to States on appro-
priate elements of State radon measurement and
mitigation certification programs."’.

(b)  PROFICIENCY  TESTING.—(1)  Section
306(a)(2) of the Tozic Substances Control Act (15
U.S.C. 2665(a)(2)) (as redesignated by section 4
of this Act) is amended by striking “‘voluntary’'.

(2) Section 306(e)(2) of the Toric Substances
Control Act (15 U.S5.C. 2665(e)2)) (as redesig-
nated by section 4 of this Act) is amended to
read as follows:

“(2) CHARGE 1MPOSED.—To cover the operat-
ing costs of the proficiency rating program, the
Administrator shall impose charges on persons
applying for a proficiency rating. For fiscal
years 1992, 1993, 1994, 1995 and 1996 the amount
of fees collected under this paragraph shail be
Jfor the purpose of offsetting up to 50 percent of
the costs of operating the program. After fiscal
year 1996, the Administrator may apply such
amounts to defray more than 50 percent of the
program’s operating costs. No charges may be
imposed on State and local governments. In the
case of a State with authority to implement
radon device, measurement, and mitigation pro-
ficiency programs, the State may impose charges
consistent with charges which would have been
imposed by the Administrator. Any such funds
collected by a State may be used to provide State
match for Federal grants pursuant to section 307
of this title."".

SEC. 8. GRANT ASSISTANCE.

(@) APPLICATION.—Section 307(b) of the Toric
Substances Control Act (15 U.5.C. 2666(b)) as re-
designated by section 4 of this Act) is amended
by adding at the end the following new para-

graph:

“(6) A description of the State's efforts to de-
velop a mandatory radon proficiency program
consistent with sections 306(a)(2) and 314."".

(b) ELIGIBLE ACTIVITIES.—Section 307(c) of the
Toxic Substances Control Act (15 U.5.C. 2666(c))
(as redesignated by section 4 of this Act) is
amended by adding at the end the following
new paragraphs:
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““(11) Technical assistance to public water
supply systems concerning mitigation of radon
in public water supplies, and public education
and information activities to assist homeowners
in the assessment and mitigation of radon in
private drinking water supplies.

“(12) Activities to adopt model new construc-
tion standards for reducing radon levels devel-
oped pursuant to section 305 to the State and
assure the implementation of such standards in
the State.

"(13) Technical and financial assistance to
non-profit public interest groups to encourage
radon testing and mitigation at local levels.

*(14) Targeting outreach and technical assist-
ance activities to licensed child care facilities in
priority radon areas.

“(15) Notwithstanding the lmitation in sub-
section (i)(4), payment, in the form of grants or
loans, of costs of implementing remediation
measures necessary to prevent levels of radon in
school buildings above the target action point
identified pursuant to section 304(b)(1)(C): Pro-
vided, That such payments are made in consid-
eration of the financial need of the applicant.

'(16) Payment of costs of conducting radon
tests required pursuant to section 308(d): Pro-
vided, That such payments shall be made only
in the case of a local educational agency that
received assistance payment pursuant to para-
graph (15)."".

(c) PREFERENCE TO CERTAIN STATES.—Section
307(d) of the Torxic Substances Control Act (15
U.S.C. 2666(d)) (as redesignated by section 4 of
this Act) is amended—

(1) by striking **1991" and inserting “‘1993";
and

(2) by inserting before the period ', or have
adopted equally effective standards’.

(d) FEDERAL SHARE.—Section 307(f) of the
Toric Substances Control Act (15 U.8.C. 2666(f))
(as redesignated by section 4 of this Act) is
amended by striking “in the third year’ and in-
serting “‘in each succeeding year"'.

(e) ASSISTANCE TO LOCAL GOVERNMENTS.—Sec-
tion 307(g) of the Toric Substances Control Act
(15 U.S.C. 2666(g)) (as redesignated by section 4
of this Act) is amended—

(1) by striking “and (6)" and inserting *‘(6),
(11), (12), (14), (15), and (16),""; and

2) gy inserting *'(1)" after “GOVERNMENTS.—
" an

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

'(2) Any remediation plans for reducing
radon in school buildings implemented pursuant
to this section shall be reviewed for consistency
with EPA guidance by the school officials re-
sponsible for authorizing these types of struc-
tural changes."”.

(f) INFORMATION.—Section 307(h) of the Tozic
Substances Control Act (15 U.S.C. 2666(h)) (as
redesignated by section 4 of this Act) is amended
by adding at the end the following new para-
graph:

‘“(4) Any State receiving funds under this sec-
tion shall investigate consumer complainis
about radon services that violate the Environ-
mental Protection Agency or State radon pro-
ficiency program. An appropriate official of the
State shall advise the Administrator of any per-
son who violates the reguirements of section
314.7".

(g) AUTHORIZATION.—Section J307(j) of the
Toric Substances Control Act (15 U.S.C. 2666(j))
(as redesignated by section 4 of this Act) is
amended by striking paragraph (5).

SEC. 9. RADON IN SCHOOLS.,

Section 308 of the Torxic Substances Control
Act (15 U.8.C. 2667) (as redesignated by section
4 of this Act) is amended by adding at the end
the following new subsections:

“(c) GUIDELINES.—(1) Not later than one year
after the date of enactment of this subsection,
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the Administrator shall publish guidelines on
testinig for and remediating radon in school
buildings.

““(2) After the publication of guidelines pursi-
ant to this subsection, testing and remediation
carried oul pursuant to this section shall be
conducted in a manner consistent with such
guidelines.

“(3) Any radon testing or remediation of
school buildings conducted prior to the publica-
tion of guidelines pursuant to this subsection
shall be considered to meet the requirements of
this section if the testing or remediation is con-
ducted consistent with any interim guidance
published by the Administrator or by a State (in
any case where the Administrator determines
that such guidelines are substantially consistent
with the guidelines published under this sub-
section).

“{d) REQUIREMENT FOR RADON TESTING,—(1)
Not later than two years after the designation
by the Administrator of an area as a priority
radon area, each local educational agency lo-
cated in whole or in part in such designated
area shall conduct tests for radon in each school
building ouned or operated by the local edu-
cational agency.

““(2) The Administrator may extend the sched-
ule for testing for radon pursuant to this sub-
section to the date two years from the date of
publication of testing guidelines pursuant to
subsection (c).

“(3) The results of any tests conducted pursu-
ant to this section by a local educational agency
shall be available for public review in the ad-
ministrative offices of the local educational
agency during normal business hours. The local
educational agency shall notify parent, teacher,
and employee organizations of the availability
of such results and shall send the resulls to the
Administrator and the agency of the State that
implements radon programs.

‘'(4) Any radon testing conducted pursuant to
this section shall be supervised by a person who
has received instruction pursuant to an Envi-
ronmental Protection Agency or equivalent
State approved program, as determined by the
Administrator, and shall use radon measure-
ment devices and methods approved by the
radon proficiency program established pursuant
to sections 306(a)(2) and 314."".

SEC. 10. REGIONAL RADON TRAINING CENTERS.

Section 309(b) of the Torxic Substances Control
Act (15 U.8.C. 2668(b)) (as redesignated by sec-
tion 4 of this Act) is amended by adding at the
end the following new sentence: “The regional
radon training centers are authorized to provide
training to State and local building code offi-
cials, contractors, and others in the building
community, on the model construction stand-
ards and technigues published pursuant to sec-
tion 305."".

SEC. 11. FEDERAL BUILDINGS.

Section 310 of the Toxic Substances Control
Act (15 U.8.C. 2669) (as redesignated by section
4 of this Act) is amended by adding at the end
the following new subsection:

“(g) RADON ASSESSMENT AND MITIGATION
PLAN.—(1) Not later than January 1, 1994, the
Administrator shall submit to Congress a plan
describing activities to be undertaken by appro-
priate Federal agencies to assess and miligate
radon in Federal buildings.

“(2) The Administrator shall consult with the
heads of affected Federal agencies in the devel-
opment of the plan required pursuant lo this
subsection.

“(3) The plan required pursuant to this sub-
section shall, at a minimum—

“(A) include a list of each Federal building
and an indication of the results of any radon
tests for such buildings conducted to date;

“(B) specify those Federal buildings for which
assessment and mitigation will be undertaken
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on an erpedited basis based on consideration
D —
f"(f.) the radon levels in the buildings,

“*(ii) the number of people exrposed to high
radon levels; and

"“(iii) the susceptibility of the building to mili-
gation.

“(C) specify the schedule for mitigation in
each building in which radon levels exceed the
target action Jevel specified in section
303(b)(1)(C); and

‘(D) specify the Federal agency responsible
for the building, the estimated costs of mitiga-
tion, and the source of funds for assessment and
mitigation actions.

““(4) At a minimum, each Federal agency that
is responsible for Federal buildings shall assure
that—

“(A) all schools and residences are assessed to
determine radon levels by not later than Janu-
ary 1, 1996;

“(B) all other Federal buildings are assessed
to determine radon levels by not later than Jan-
uary I, 1998; and

“(C) in the case of a Federal building with
radon levels above the target action point estab-
lished by the Administrator pursuant to section
304(b)(1)(C), measures designed to achieve radon
levels at or below the targel action point are im-
plemented by not later than two years after the
applicable deadline for assessment specified in
this paragraph.

*(5) In implementing radon assessment and
mitigation activities, Federal agencies shall em-
ploy as contractors private firms certified by the
Administrator as proficient pursuant to section
306(a)(2). )
*'(6) Not later than two years after the submit-
tal of the plan required pursuant to this sub-
section, the Administrator shall submit to Con-
gress a report on actions taken to implement the
plan.”".

SEC. 12. RADON INFORMATION.

Title III of the Tozxic Substances Control Act
(15 U.S.C. 2661 et seq.) (as amended by section
4 of this Act) is further amended by adding at
the end the following new section:

“SEC. 313. RADON-RELATED INFORMATION.

‘(a) INFORMATION DOCUMENT.—(1) Not later
than 180 days following the date of enactment
of this section, the Administrator, in consulta-
tion with real estate groups and real estate fi-
nancial institutions, citizen groups, and other
groups that the Administrator determines to be
appropriate, shall develop a written document
containing radon-related information.

“(2) The document shall include, at a mini-
mum—

*(A) information indicating the health risk
associated with different levels of radon expo-
sure consistent with the health information in
the citizen's guide;

"“(B) information regarding the advisability of
undertaking measures to mitigate dangerous lev-
els of radon;

“(C) information regarding appropriale Fed-
eral and State agencies that can provide further
information on the health risk from radon, and
a list of firms or other entities approved by the
Environmental Protection Agency. for purposes
of radon detection and mitigation; and

“(D) recommended Environmental Protection
Agency radon testing procedures that will pro-
vide quality measurements in conjunction with
a real estate transaction.

‘(3) A copy of such document shall be pro-
vided by every originating mortgage institulion
to each person [rom whom il receives or for
whom it prepares a written application for an
applicable mortgage loan. Such document shall
be made available not later than five business
days after such application is received or pre-
pared.

“(4) No federally chartered secondary mort-
gage institution may purchase any mortgage
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loan originating twelve or more months after the
date of enactment of this section unless such
secondary morigage institution requires, by con-
tract or otherwise, that the originating mortgage
institution shall comply with the radon informa-
tion distribution requirements imposed under
this section, in originating mortgages to be pur-
chased by such secondary mortgage market in-
stitution.

‘“(5) For purposes of this section, a document
may be printed and distributed by each originat-
ing mortgage institution if the form and content
of the document meet the requirements of this
section and the document is approved by the
Administrator.

‘“(b) VALIDITY OF CONTRACTS AND LIENS.—
Nothing in this section shall affect the validity
or enforceability of any sale or contract for the
sale of residential real property or any loan,
loan agreement, mortgage, or lien made or aris-
ing in conneclion with an applicable mortgage
loan.

“(c) RELATIONSHIP TO OTHER LAWS.—Nothing
in this section shall annul, alter, affect, or exr-
empt any person subject to this section from
complying with the laws of any State with re-
spect to the provision of radon-related informa-
tion, except to the extent that the Administrator
determines that any such law is inconsistent
with this section, and then only to the extent of
the inconsistency.".

SEC. 13. MANDATORY RADON PROFICIENCY PRO-
GRAM.

Title 1I of the Toric Substances Conirol Act
(15 U.8.C. 2661 et seq.) (as amended by section
12 of this Act) is further amended by adding at
the end the following new section:

“SEC. 314. MANDATORY RADON PROFICIENCY
PROGRAM.

‘‘(a) MANDATORY PARTICIPATION.—Effective
two years after the date of the enactment of this
section, no person shall offer radon measure-
ment devices or radon measurement or mitiga-
tion services to the public unless such person
has successfully completed the Environmental
Pratection Agency’s radon proficiency program,
or appropriate portions thereof.

*'(b) STATUTORY CONSTRUCTION.—Nothing in
this section shall be construed to apply to gov-
ernmental units or nonprofit organizations that
provide a radon service for their oun use and do
not provide that service for commercial pur-
poses.

“(c) DELEGATION TO STATES.—(1) The Admin-
istrator shall administer the mandatory pro-
ficiency program consistent with the Guidance
to States on Radon Certification of the
Enviromental Protection Agency.

“(2) The Administrator is authorized to enter
into any agreement or other arrangement with
any Staile for the purpose of delegating its radon
proficiency program, including enforcement pro-
visions, or any other part thereof, to such State,
provided that a State program is consistent with
the Federal program.

“(d) PROHIBITED ACTS.—It shall be unlawful
Jfor any person to—

‘(1) fail or refuse to comply with this section,
or any rule or regulation promulgated or order
issued pursuant to this section,; or

“*(2) fail or refuse to—

““(A) establish or maintain records as required
by the Administrator or by a State where the
Administrator has entered into an agreement or
other arrangement under subsection (c);

‘'(B) submit reports, notices, or other informa-
tion, as required by the Administrator or by a
State where the Administrator has entered into
an agreement or other arrangement under sub-
section (c);

“(C) permit entry or inspection by the Admin-
istrator, or by a State where the Administrator
has entered into an agreement or other arrange-
ment under subsection (c); or
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*(D) permit access to or copying of records by
a State where the Administrator has entered
into an agreement or other arrangement under
subsection (c).”".

SEC. 14. MEDICAL COMMUNITY OUTREACH.

Title 1 of the Tozxic Substances Control Act
(15 U.5.C. 2661 et seq.) (as amended by section
13 of this Act) is further amended by adding at
the end the following new section:

“SEC. 315. MEDICAL COMMUNITY OUTREACH.

“fa) IN GENERAL—The Administrator, in co-
operation with the Secretary of Health and
Human Services, shall develop and implement
an outreach program (o provide information
about radon to the medical community.

“(b) INFORMATION.—(1) The Administrator, in
consultation with the Secretary of Health and
Human Services and the Surgeon General, shall
develop informational material concerning
radon tailored to doctors in general practice and
in specialties related to lung cancer. Such infor-
mation shall, at @ minimum—

“(A) explain the health threats posed by erpo-
sure to radon;

““(B) explain the association of radon with
smoking and other causes of lung cancer;

“(C) identify appropriate steps to take lo de-
termine exposure to radon in the home; and

(D) identify sources of additional informa-
tion,

“(2) Not later than one year after the date of
enactment of this section, the Administrator
shall transmit the information developed pursu-
ant to this section to—

“(4) doctors in the United States in general
practice;

“(B) doctors in specialties related to lung can-

cer;

“(C) all doctors employed by the Federal Gov-
ernment;

(D) all hospital administrators; and

“(E) other physicians and officials determined
by the Administrator to be appropriate.

“{c) REPORT.—Not later than two years after
the date of enactment of this section, the Ad-
ministrator, in consultation with the Secretary
of Health and Human Services, shall report to
Congress concerning the implementation of this
section and recommendations for measures to
improve radon information dissemination to the
medical community."'.

SEC. 15. FEDERAL HOUSING.

Title 11l of the Toxic Substances Control Act
(15 U.S.C. 2661 et seq.) (as amended by section
14 of this Act) is further amended by adding at
the end the following new section:

“SEC. 316. FEDERALLY OWNED AND ASSISTED
HOMES, SCHOOLS, AND BUILDINGS.

‘"(a) FEDERALLY FUNDED CONSTRUCTION.—Not
later than siz months after the publication of
priority radon areas required by section 303, or
the publication of model construction standards
required by section 305, whichever is later, the
head of each Federal agency shall adopt such
procedures as may be necessary to assure that
any new Federal building or that any school
constructed with Federal financial assistance,
in a priority radon area, shall conform to the
model construction standards required by sec-
tion 305.

‘'(b) FEDERALLY ASSISTED HOUSING.—The Sec-
retary of Housing and Urban Development, in
cooperation with the Administrator, shall, not
later than one year after the date of enactment
of this Act, disseminate in priority radon areas
information on the health threats posed by
radon, proper methods of testing for radon, and
techniques for mitigating elevated radon levels—

*(1) public housing and Indian housing as-
sisted under the United States Housing Act of
1937 (42 U.S.C. 1401 et seq.); and

“(2) tenants in housing units funded by hous-
ing assistance programs administered by the
Secretary. "',
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“(c) RESEARCH.—The Secretary of Housing
and Urban Development shall undertake a pro-
gram of radon research, consisting of research
on—

**(1) radon distribution and mitigation within
multiunit residential structures in conjunction
with the Administrator;

“¢2) landlord lability;

*'(3) predicting radon hazards in new multi-
unit residential structures on particular lands;
and

“*(4) such other research as both the Secretary
of Housing and Urban Development and the Ad-
ministrator consider appropriate.

‘'(d) TESTING REQUIREMENT.—(1) Beginning 6
months after the publication of Radon Priority
Areas required by this title, any residential
dwelling or multi-unit structure owned by a
Federal department or agency, or any Govern-
ment corporation in a Radon Priority Area shall
be tested for radon before a sales contract to sell
the home is signed.

*(2) Any radon testing conducted pursuant to
this section shall be supervised by a person who
has received instruction pursuant to an Envi-
ronmental Protection Agency or equivalent
State approved program, as determined by the
Administrator, and use radon measurement de-
vices and methods approved by the radon pro-
ficiency program established pursuant to section
306(a)(2).

""(3) Radon testing conducted within a 5-year
period prior to acquisition by a Federal depart-
ment or agency, or any Government corporation
or Government controlled corporation, shall sat-
isfy the requirements of this section if the test
otherwise meets the requirements of paragraph
(2).

*'(4) The results of a radon test required pur-
suant to this section shall be made available to
potential buyers of any homes described in
paragraph (1) before a sales contract to sell the
home is signed.”".

SEC. 16. NATIONAL RADON EDUCATIONAL EF-
FORTS.

Title Il of the Toric Substances Control Act
(15 U.S.C. 2661 et seq.) (as amended by section
15 of this Act) is further amended by adding at
the end the following new section:

“SEC. 317. NATIONAL RADON EDUCATIONAL CAM-
PAIGN.

“The Administrator is authorized to establish
a  national educational campaign to increase
public awareness about radon health risks and
motivate public action to reduce radon levels,
including the use of funds for the purchase and
production of public educational materials."".
SEC. 17. RADON IN WORK PLACES.

Title I1I of the Toxic Substances Control Act
(15 U.8.C. 2661 et seq.) (as amended by section
16 of this Act) is further amended by adding at
the end the following new section:

“SEC. 318. RADON IN WORK PLACES.

‘““{a) STUDY OF RADON IN WORK PLACES.—

‘(1) AUTHORITY.—The Administrator shall
conduct a study for the purpose of determining
the ertent of radon contamination in the Na-
tion's work places.

*'(2) SURVEY.—In conducting such study, the
Administrator shall design a survey that, when
completed, allows Congress to characterize the
extent of radon contamination in work places.
The survey shall include testing from a rep-
resentative sample of work places in each prior-
ity radon area and shall include additional test-
ing, to the extent resources are available for
such testing. The survey also shall include any
reliable testing data supplied by States, schools,
or other parties.

““(3) ASSISTANCE.—The Administrator shall
make available to the appropriate agency of
each Stale, as designated by the Governor of
such State, guidance and date detailing the
risks associated with high radon levels, tech-
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nical guidance and related information concern-
ing testing for radon within work places, and
methods for reducing radon levels.

“(4) DIAGNOSTIC AND REMEDIAL EFFORTS.—
The Administrator is authorized to select from
high-risk areas identified in paragraph (2),
work places for purposes of enabling the Admin-
istrator to undertake diagnostic and remedial ef-
Jorts to reduce the levels of radon in such work
places. Such diagnostic and remedial efforts
shall be carried out with a view to developing
technology and experlise for the purpose of
making such technology and erpertise available
to any work place and the several States.

“(5) REPORT.—Not later than two years after
the date of enactment of this Act, the Adminis-
trator shall submit a report setting forth the re-
sults of the study conducted pursuant to this
section.

“(b) AUTHORIZATION.—For the purpose of car-
rying out the provisions of paragraph (a)(4),
there are authorized to be appropriated such
sums, not to erceed $500,000, as may be nec-
essary. For the purpose of carrying out this sec-
tion other than paragraph (a)(4), there are au-
thorized to be appropriated such sums, not to
exceed $2,000,000, as may be necessary.''.

SEC. 18. PREEMPTION.

Title 111 of the Toxic Substances Control Act
(16 U.S.C. 2661 et seq.) (as amended by section
17 of this Act) is further amended by adding at
the end the following new section:

“SEC. 319. PREEMPTION.

*“fa) CONSTRUCTION OF PROVISIONS AS Nor
PREEMPTING OTHER LAWS.—Nothing in this title
shall be construed, interpreted, or applied to
preempt, displace, or supplant any other Fed-
eral or State law, whether statutory or common.

(b)) AWARD OF COSTS AND DAMAGE
AWARDS.—Nothing in this title shall be con-
strued or interpreted to preclude any court from
awarding costs and damages associated with the
testing or mitigation of radon contamination, or
@ portion of such costs, at any time.

“‘(c) CONSTRUCTION OF PROVISIONS AS NOT
PROHIBITING MORE STRINGENT STATE REQUIRE-
MENTS.—Nothing in this title shall be construed
or interpreled as preempting a State, with re-
spect to radon within such State, from establish-
ing any liability or more stringent requirement
that is equal to or more stringent than those in-
cluded in this title.

‘(d) CREATION OF CAUSE OF ACTION.—Nothing
in this title creates a cause of action or in any
other way increases or diminishes the liability of
any person under any other law.

“"(e) EFFECT OF PROVISIONS IN CIVIL ACTIONS
FOR DAMAGES.—It is not the intent of Congress
that this subsection, or rules, regulations, or or-
ders issued pursuant to this subsection, be inter-
preted as influencing, in either the plaintiff’s or
defendant's favor, the disposition of any civil
action for damages relating to radon. This sub-
section does not affect the authority of any
court to make a determination in any adjudica-
tory proceedings under applicable State law
with respect to the admission into evidence or
any other use of this title or rules, regulations,
or orders issued pursuant to this title."'.

SEC. 19. ENFORCEMENT.

Title Il of the Toric Substances Control Act
(15 U.S.C, 2661 et seq.) (as amended by section
18 of this Act) is further amended by adding at
the end the following new section:

“SEC. 320. ENFORCEMENT.

“fa) CiviL. PENALTIES.—(1) Any person violat-
ing section 313 or 314 shall be lable to the Unit-
ed States for a civil penalty in an amount not to
exceed $25,000 for each such violation,

“(2)(A) A civil penalty under this section shall
be assessed by the Administrator by an order
made on the record after opportunity for a hear-
ing in accordance with section 554 of title 5,
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United States Code. Before issuing such an
order, the Administrator shall give written no-
tice to the person lo be assessed a civil penalty
under such order and provide such person an
opportunity to request, not later than 15 days
after the date the notice is received by such per-
son, a hearing on the order.

“(B) In determining the amount of a civil pen-
alty, the Administrator may take into account
the nature, circumstances, ertent, and gravity
of the violation or violations and, with respect
to the violator, ability to pay, effect on ability
to continue to do business, any history of prior
such violations, the degree of culpability, and
such other matters as fustice may require.

‘“4C) The Administrator may compromise,
modify, remit, with or without conditions, any
civil penalty that may be imposed under this
subsection. The amount of such penalty, when
Jinally determined, or the amount agreed upon
in compromise, may be deducted from any sums
owing by the United States to the firm charged.

“(3) Any person who requested a hearing
under this section respecting the assessment of a
civil penalty and who is aggrieved by an order
assessing a civil penalty may file a petition for
judicial review of such order with the United
States Court of Appeals for the District of Co-
lumbia Circuit or for any other circuit in which
such person resides or transacts business. Such
a petition may only be filed within the 30-day
period beginning on the date the order making
such assessment was issued.

“(4) If any person fails to pay an assessment
of a civil penalty—

““(A) after the order making the assessment
has become a final order and if such person does
not file a petition for judicial review of the order
in accordance with paragraph (3); or

‘““(B) after a court in an action brought under
paragraph (3) has entered a final judgment in
Sfavor of the Administrator,
the Attorney General shall recover the amount
assessed (plus interest at currently prevailing
rates from the date of the expiration of the 30-
day period referred to in paragraph (3) or the
date of such final judgment, as the case may be)
in an action brought in any appropriate district
court of the United States. In such an action,
the validity, amount, and appropriateness of
such penalty shall not be subject to review.

‘"(b) COMPLIANCE ORDERS.—(1) If the Admin-
istrator finds on the basis of information made
available, that any person, firm, or organization
is in violation of this Act, the Administrator
shall proceed under the authority under sub-
section (2) of this section, or nolify the person,
firm, or organization in which the violation vc-
curred. If, beyond the thirtieth day after the no-
tification of the Administrator, the State has not
commenced appropriate enforcement action, the
Administrator may issue an order requiring com-
pliance or such other relief as the Administrator
may find appropriate, or bring civil action in
accordance with paragraph (4) of this sub-
section.

“(2) If the Administrator finds, on the basis of
information made available, that any person,
firm, or organization is in violation of require-
ments of the Act, the Administrator may issue
an order requiring such person, firm, or organi-
zation to comply with such requirement or such
other relief as the Administrator may find ap-
propriate, or shall bring civil action in accord-
ance with paragraph (4) of this subsection.

“(3) Any order issued under this subsection
shall be by personal service, shall state with
reasonable specificity the nature of the viola-
tion, and shall specify a time for compliance not
to exceed thirty days. Such orders shall take
into account the seriousness of the violation and
any good faith efforts to comply with applicable
requirements.

“(4) The Administrator is authorized to com-
mence a civil action for appropriate relief, in-
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cluding a permanent or temporary injunction, of
any violation for which he is authorized to issue
a compliance order under paragraph (1) of this
subsection. Any action under this subsection
may be brought in the district court of the Unit-
ed States in the district in which the defendant
is located or resides or is doing business, and
such court shall have jurisdiction to restrain the
violation and require compliance. Notice of the
commencement of such action shall be given im-
mediately to the appropriate State.".

SEC. 20. CITIZEN SUITS.

Title 11l of the Toxic Substances Control Act
(15 U.S.C. 2661 et seq.) (as amended by section
19 of this Act) is further amended by adding at
the end the following new section:

“SEC. 321. CITIZEN SUITS.

““fa) IN GENERAL—FEzcept as provided in sub-
section (b), any person may commence a civil ac-
tion—

(1) against any person (including (A) the
United States, and (B) any other governmental
instrumentality or agency to the extent per-
mitted by the llth amendment to the Constitu-
tion) who is alleged to be in violation of this
title or any rule promulgated thereunder, to re-
strain such violation; or

‘'(2) against the Administrator to compel the

Administrator to perform any act or duly under
this Act that is not discretionary.
Any civil action under paragraph (1) shall be
brought in the United States district court for
the district in which the alleged violation oc-
curred or in which the defendant resides or in
which the defendant's principal place of busi-
ness is located. Any action brought under para-
graph (2) shall be brought in the United States
District Court for the District of Colwnbia, or
the United States district court for the judicial
district in which the plaintiff is domiciled. The
district courts of the United States shall have
jurisdiction over suits brought under this sec-
tion, without regard to the amount in con-
troversy or the citizenship of the parties. In any
civil action under this subsection, process may
be served on a defendant in any judicial district
in which the defendant resides or may be found
and subpoenas for witnesses may be served in
any fudicial district.

“'(b) LiMitATION.—No civil action may be com-
menced—

““(1) under subsection (a)(1) to restrain a vio-
lation of this Act, or rule or order under this
Act—

*“(A) before the expiration of sixty days after
the plaintiff has given notice of such violation—

(i) to the Administrator; and

““(ii) to the person who is alleged to have com-
mitted such violation; or

“(B) if the Administrator has commenced and
is diligently prosecuting a proceeding to require
compliance with this Act or with such rule or
order, or if the Attorney General has commenced
and is diligently prosecuting a civil action in a
court of the United States lo require compliance
with this Act or with such rule or order, but if
such proceeding or civil aclion is commenced
after the giving of notice, any person giving
such notice may intervene as a matter of right
in such proceeding or action; or

“(2) under subsection (a)(2) before the erpira-
tion of sizty days after the plaintiff has given
notice to the Administrator of the alleged failure
of the Administrator to perform an act or duty
that is the basis for such action.

Notice under this subsection shall be given in
such manner as the Administrator shall pre-
scribe by rule.

“(c) IN GENERAL.—(I1) In any action under
this section, the Administrator, if not a party,
may intervene as a matter of right.

“(2) The court, in issuing any final order in
any action brought pursuant to subsection (a),
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may award costs of suit and reasonable fees for
attorneys and erpert witnesses if the court de-
termines that such an award is appropriate.
Any court, in issuing its decision in an action
brought to review such an order, may award
costs of suit and reasonable fees for attorneys if
the court determines that such an award is ap-
propriate.

“'(3) Nothing in this seclion shall restrict any
right that any person (or class of persons) may
have under any statute or common law to seek
enforcement of this Act, or any rule or order
under this Act, or to seek any other relief.

“'(d) CONSOLIDATION.—When lwo or more civil
actions brought under subsection (a) involving
the same defendant and the same issues or vio-
lations are pending in two or more judicial dis-
tricts, such pending actions, upon application of
such defendants to such actions that is made to
a court in which any such action is brought,
may, if such court in its discretion so decides, be
consolidated for trial by order (issued after giv-
ing all parties reasonable notice and oppor-
tunity to be heard) of such court and tried in—

(1) a district that is selected by such defend-
ant and in which one of such actions is pend-
ing;

“(2) a district that is agreed upon by stipula-
tion between all the parties to such actions and
in which one of such actions is pending,; or

“(3) a district that is selected by the court and
in which one of such actions is pending.

The court issuing such an order shall give
prompt notification of the order to the other
courts in which the civil actions consolidated
under the order are pending.”'.

SEC. 21. AUTHORIZATIONS OF APPROPRIATIONS.

(a) TECHNICAL ASSISTANCE.—Section 306(f) of
the Toxic Substances Control Act (15 U.S.C.
2665(f)) (as redesignated by section 4 of this Act)
is amended by striking “‘and 1991.” and insert-
ing "'1991, 1992, 1993, and 1994."",

(b) GRANT ASSISTANCE.—Section 307(j)(1) of
the Toxic Substances Control Act (15 U.S.C.
2666(j)(1)) (as redesignated by seclion 4 of this
Act) is amended by inserting before the period *',
and 815,000,000 for each of fiscal years 1992,
1993, and 1994°".

(c) SCHOOL REMEDIATION.—Section 307(j) of
the Tozxic Substances Control Act (15 U.S.C.
2666(7)) (as redesignated by section 4 of this Act)
is amended—

(1) by striking paragraph (5); and

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

“(5) Of funds appropriated pursuant to this
subsection for fiscal years 1992, 1993, and 1994,
not more than one-third shall be used to imple-
ment radon remediation measures for local edu-
cational agencies pursuant to paragraphs (15)
and (16) of subsection (c).

“(6) Of funds appropriated pursuant to this
subsection for fiscal years 1992, 1993, and 1994,
the Administrator may reserve an amount up to
2 percent or 3200000, whichever is the greater,
for the purposes of making granis to local edu-
cational agencies for the implementation of
measures to reduce radon levels: Provided, That
any such local educational agency is prohibited
by State law from receiving grant assistance
from the State: Provided further, That the local
educational agency provides not less than 50
percent of the cost of implementing such meas-
ures from non-Federal sources.™.

(d) REGIONAL TRAINING CENTERS.—Section
309(f) of the Tozic Substances Control Act (15
U.5.C. 2668(f)) (as redesignated by section 4 of
this Act) is amended by inserting before the pe-
riod **, and $1,500,000 for each of fiscal years
1992, 1993, and 1994"".

SEC. 22, TECHNICAL AMENDMENTS.

{a) TABLE OF CONTENTS.—The table of con-
tents in section I of the Toric Substances Con-
trol Act (15 U.5.C. 2601 note) is amended—
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(1) by redesignaling the items relating to sec-
tions 303 through 311 as 304 through 312, respec-
tively;

(2) by inserting after the item relating to sec-
tion 302 the following new item:

“'Sec. 303. Priority radon areas.'’;
and

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

"'Sec. 313.
‘'Sec. 3.

Radon-related information.

Mandatory radon proficiency pro-
gram.

Medical community outreach.

Federally owned and assisted homes,
schools, and buildings.

National radon educational cam-
paign.

Radon in work places.

Preemption.

“*Sec. 320. Enforcement.

"'Sec. 321. Cilizen suits.”".

(b) RADON MITIGATION DEMONSTRATION PRO-
GRAM.—Section 118(k)(2) of the Superfund
Amendments and Reauthorization Act of 1986
(42 U.S8.C. 7401 note) is amended—

(1) by adding at the end of subparagraph (A)
the following: 'The demonsiration program also
shall include the development and evaluation of
innovative, low-cost techniques to achieve ambi-
ent radon concentrations in eristing structures
with low to moderate radon levels and in new
structures, and the development and demonstra-
tion of radon mitigation technology for multi-
story buildings."'.

(2) by striking subparagraph (B); and

(3) by redesignating subparagraph (C) as sub-
paragraph (B).

SEC. 23. REPORT TO CONGRESS ON PROMOTING
RADON TESTING.

(a) EVALUATION.—The Administrator of the
Environmental Protection Agency, in consulta-
tion with the Secretary of Housing and Urban
Development, the Secretary of Agriculture, and
the Secretary of Veterans Affairs, shall evaluate
existing efforts to promote radon testing in the
Nation’s homes and ways to increase radon test-
ing.

(b) REPORT.—(1) The Administrator shall re-
port to Congress by October I, 1993, on the effec-
tiveness of alternative strategies to promote
radon testing. The strategies shall include—

(A) grants to support the development of
radon testing strategies by States;

(B) financial incentives to homeowners;

(C) testing and disclosure of radon levels dur-
ing real estate marketing;

(D) public education programs;

(E) distributing radon information during real
estate marketing, and

(F) distributing radon information with wtility
bills.

(2) In preparing the report, the Administrator
shall consult with concerned parties including
public interest groups, health officials, radon
testing industries, realtors, home builders, ulili-
ties and the States.

The PRESIDING OFFICER. Under
the previous order, time for the debate
on the bill and the committee sub-
stitute is limited to 30 minutes equally
divided and controlled in the usual
form.

Amendments in order to the commit-
tee substitute to S. 792 are: amendment
by the Senator from North Dakota [Mr.
BURDICK], a technical amendment in
the first degree, no second-degree in
order, for 5 minutes; amendment by the
Senator from New Hampshire [Mr.
SMITH], a first-degree on radon, no sec-

“'Sec. 315.
**Sec. 316.
“Sec, 317.

“'Sec. 318.
“'Sec. 319.
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ond-degree, 10 minutes; and two
amendments by the Senator from Wyo-
ming, a first-degree amendment on
public health, no time limit, and rel-
evant second-degree amendments are
in order; and a first degree on radon in
public schools, no time limit, second-
degree amendments are in order.

The Chair recognizes the Senator
from New Jersey [Mr. LAUTENBERG].

Mr. LAUTENBERG. Mr. President, [
yield myself 10 minutes.

The PRESIDING OFFICER. The Sen-
ator is recognized accordingly.

Mr. LAUTENBERG. Mr. President, I
acknowledge the presence of my col-
league from  Minnesota, Senator
DURENBERGER, with whom I worked
very closely on many environmental is-
sues and whose assistance here has
been invaluable.

Mr. President, I rise in support of S.
792, the Indoor Radon Abatement Reau-
thorization Act of 1992. This bill will
reauthorize and strengthen the radon
testing, mitigation, and education pro-
grams we enacted in 1988.

Mr. President, radon is a known kill-
er. It attacks us in our homes, our
schools, and our work places. Radon is
one of the most serious environmental
health risks facing the country today.

The evidence is overwhelming. A 1990
report by the EPA Science Advisory
Board, an expert panel of scientists
which provides technical advice to the
EPA Administrator, identified radon
and other indoor air pollutants as pos-
ing relatively high risks to human
health compared to other environ-
mental threats.

At a Superfund Subcommittee hear-
ing in 1989, Assistant Surgeon General
Vernon Houk said that the evidence of
the health threat posed by radon is the
strongest of any environmental con-
taminant.

The evidence Assistant Surgeon Gen-
eral Houk referred to involves lung
cancer deaths to miners caused by
radon. A 1990 National Academy of
Sciences report on radon concluded
that this mine data can be used to esti-
mate the risks in our homes and
schools from radon exposure.

Based on this report, EPA has reesti-
mated the risk posed by radon to 7,000
to 30,000 lung cancer deaths a year with
a mean estimate of 14,000 cancer
deaths. That makes radon the second
leading cause of lung cancer behind
smoking.

In 1988, EPA and the Surgeon Gen-
eral's Office issued a national health
advisory urging people to test their
homes after survey results showed that
one in four homes in 17 States surveyed
had elevated radon levels. And in April
of 1989, EPA completed a pilot survey
to measure radon levels in 130 schools
across the country. This survey found
that one in five classrooms had ele-
vated radon levels and that over half of
the schools tested had at least one
classroom with elevated radon levels.
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In New Jersey, the Department of
Environmental Protection and Energy
has estimated the 320 New Jerseyans
will die of lung cancer each year from
radon, making it by far the most seri-
ous environmental cause of cancer to
State residents.

It is no wonder that the Department
of Health and Human Services, in
Healthy People 2000, the Nation’s
health strategy, identified increased
radon testing as one of just three envi-
ronmental health goals for the coun-
try.

Fortunately, it is relatively inexpen-
sive to test for elevated levels of radon.
Home tests cost as little as $10 and
mitigation efforts for elevated levels of
radon, while not cheap, are in the
reach of most homeowners. EPA esti-
mates that the average cost to test a
school is roughly $1,000 and that the
average mitigation cost is only a few
thousand dollars per school.

The Congress has consistently ex-
pressed its concern about radon and
has taken steps to define the scope of
the health threat and to develop strat-
egies to address that threat.

Legislation I wrote, which was in-
cluded in the 1986 Superfund Amend-
ments and Reauthorization Act, re-
quired EPA to conduct a nationwide
radon survey and develop radon mitiga-
tion measures. Radon research legisla-
tion which Senator MITCHELL and I
wrote also was included in that bill.

In 1988, the Congress passed the In-
door Radon Abatement Act to require
EPA to establish a comprehensive
radon abatement program.

Under that bill, EPA was required to
provide grants to States to initiate
radon programs and provide technical
assistance to those programs, establish
a voluntary radon testing proficiency
program, update the radon citizens
guide, conduct a national survey of
radon in schools, establish model radon
construction standards, and initiate a
program to study radon in Federal
buildings.

That same year, the Congress also in-
cluded provisions I authored to require
HUD to develop a radon testing and
mitigation policy in its multistory
buildings in the Stewart B. McKinney
Homeless Assistance Amendments Act
of 1988. This bill was developed as a re-
sult of a GAO report, “Indoor Radon:
Limited Federal Response To Reduce
Contamination in Housing,” prepared
at my request. The report showed that
the Federal housing agencies were
doing very little to address radon.

Mr. President, EPA has developed a
good program of developing informa-
tion about the threat posed by radon,
and testing and mitigation methods.
But the problem is that too few people
are investing in a simple radon test.
And this is posing a serious health
threat. The principal problem here is
that radon is odorless, it is tasteless, it
is invisible, and people just do not take
the threat seriously.
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S. 792 extends the authorization for
the Indoor Radon Abatement Act. And
S. 792 will expand efforts to encourage
testing and mitigation.

It includes provisions from 8. 779 in-
troduced by Senator MITCHELL, S. 791
introduced by Senator CHAFEE and S.
575, the Radon Testing For Safe
Schools Act which I introduced.

8. 792 will increase radon information
dissemination efforts. Radon informa-
tion will be provided to home pur-
chasers prior to a real estate transfer.
HUD will disseminate radon informa-
tion to public and Indian housing au-
thorities. EPA will develop a model
State program to provide radon infor-
mation to tenant organizations.

And EPA will establish a medical
community radon outreach program.

S. 792 will make mandatory the exist-
ing voluntary radon proficiency pro-
gram. This will mean that no one will
be able to offer radon measurement de-
vices or radon measurement or mitiga-
tion services without successfully com-
pleting an EPA or State radon pro-
ficiency program. This will protect
consumers who want to test their
homes for radon or who want to under-
take radon mitigation efforts.

8. 792 requires testing of schools in
radon prone areas and provides Federal
assistance to reduce radon levels. And
it authorizes a nationwide survey of
radon in work places.

It also requires the development of a
Federal building radon mitigation

an.

S. 792 prohibits Federal loans assist-
ance for new homes in radon prone
areas unless the home is built to meet
radon construction standards. And it
requires Federal buildings and schools
financed by the Federal Government to
meet the model standards.

Mr. President, I want to thank Sen-
ator BURDICK, the chairman of our
committee, Senator CHAFEE, the com-
mittee’s ranking minority member,
Senator DURENBERGER, the ranking Re-
publican on the Superfund Subcommit-
tee, and our majority leader, Senator
MITCHELL, who has been a leader in ef-
forts to protect human health from air
pollution, for their support of this leg-
islation.

Mr. President, this is the second bill
the Senate will consider in this Con-
gress to address the threat posed by in-
door air pollutants. Last year we over-
whelmingly passed S. 455, the Indoor
Air Quality Act.

Today, we can pass legislation to re-
duce the health threat posed by radon
in a cost-effective manner. I urge my
colleagues to join in supporting the ef-
fort to rid our Nation of the danger
posed by radon.

The PRESIDING OFFICER. Who
yields time?

Mr. DURENBERGER. I yield myself 5
minutes.

The PRESIDING OFFICER. Senator
DURENBERGER is recognized for up to 5
minutes.
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PRIVILEGE OF THE FLOOR

Mr. DURENBERGER. Mr. President,
I ask unanimous consent that privilege
of the floor be granted to Karyn L.
Gimbel on a temporary basis for the
pendency of this action. She is assigned
to the Environment and Public Works
Committee.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. DURENBERGER. Mr. President,
I am here at the request of my col-
league, Senator CHAFEE of Rhode Is-
land who, as the chairman pointed out,
is the ranking member of the sub-
committee but could not be here today
for the passage of this bill, of which he
is an original cosponsor, and also the
sponsor of a companion bill, 8. 791.

Mr. President, I am pleased to join
with my colleague, Senator LAUTEN-
BERG, in presenting the Radon Reau-
thorization Abatement Act to the Sen-
ate this morning.

Radon, as indicated already, is a seri-
ous threat to public health in the Unit-
ed States. Radon is a colorless, odor-
less gas that is discharged from the soil
into the ambient air, but also into and
through the foundations of buildings.
It can become concentrated inside of
buildings.

Radon is a radioactive substance. As
it decays it emits radioactive particles.
When radon is breathed into the lungs
these decay products can cause damage
to the lung and the beginning of lung
tumor, that is lung cancer.

The Environmental Protection Agen-
cy believes that radon is the second
leading cause of lung cancer in the
United States, exceeded only by smok-
ing. EPA estimates that approximately
20,000 lung cancer cases per year are
caused by radon exposure.

This is an indoor air pollution prob-
lem. The risks from radon are highest
when we are inside our homes, schools,
and workplaces. The threat is not
spread evenly across the whole coun-
try. Some geological formations have
more radioactive soil and bedrock than
others and the radon risk is higher in
these areas.

I happen to represent a State in
which the bedrock is particularly sus-
ceptible to elevated risks of radon.

The Environmental Protection Agen-
cy has set a so-called action level for
radon in homes and other buildings. It
is a yellow light warning that elevated
risks may be present when the action
level is exceeded. EPA believes that ap-
proximately 10 percent of the homes in
the United States may exceed this ac-
tion level. In States with high radon
soil concentrations, that percentage
may double.

We can protect ourselves against the
radon threat. The first step is to have
your home tested for radon. Relatively
inexpensive test kits are now available.
They can be purchased at the grocery
store or the hardware store. They are
very easy to use.
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But only 5 percent of American
homes have been tested. Actions by the
Congress, by EPA and by some of the
States have given the radon problem
high visibility in recent years. But
only 5 percent of homes have been test-
ed. We must do much better than that.

If a home is tested and a problem is
found, if radon in a home exceeds
EPA’s action level, there are steps that
homeowners can take to reduce the
risk. This is a case where prevention to
improve health is possible, if people
would take the simple steps to become
informed about the radon problem and
have their homes tested.

Information on radon mitigation
measures can be obtained from the
EPA. It can be obtained from State
health departments and from other
sources like your community library.

The legislation that we are consider-
ing today reauthorizes a modest part-
nership between the Federal Govern-
ment and the States to focus public at-
tention on the problem. The bill will
assure that more public schools and
Federal buildings get tested for radon.
It will improve the capacity of contrac-
tors to correct problems when they are
discovered. It will assure better con-
struction in high radon areas in the fu-
ture and it will assure that home buy-
ers are informed about the health con-
sequences of radon.

But real advances in public health
protection will only be realized if the
American public takes action, This is a
public health problem, and it depends
totally on the cooperation of every per-
son, every home owner, for its solution.
People, especially those living in high
radon areas, should test their homes
for radon.

Mr. President, this legislation is the
result of work by many Members of
this body. I would like especially to
call attention to the role played by my
colleague, Senator JOHN CHAFEE of
Rhode Island, on the bill. As I said, he
cannot be with us this morning, but I
did want my colleagues and others to
know of his deep interest in the sub-
ject. I have already pointed out that he
is the author of 8. 791, which is titled
the Radon Information Act, and many
of the provisions of that bill are in-
cluded in the legislation we are now
considering.

Senators LAUTENBERG and MITCHELL
should also be commended here today
for the leadership that they have pro-
vided over several years on this public
health problem.

Mr. President, I yield the floor.

Mr. BURDICK. Mr. President, I rise
today in support of the passage of S.
792, the Indoor Radon Abatement Reau-
thorization Act. The Committee on En-
vironment and Public Works has heard
testimony over the course of the past 5
years documenting the serious health
effects of radon and indoor air pollu-
tion.

S. 792 addresses these health effects
in several ways. The bill amends the
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Toxic Substances Control Act [TSCA]
by extending EPA’'s authorization of
radon information, technical assist-
ance and training programs through
1994. The bill directs EPA to designate
as priority radon areas localities in
which the average radon level is likely
to exceed the national average. The
bill authorizes a wide range of meas-
ures to increase public information, on
radon health threats, to prevent radon
in new homes, and to provide financial
assistance to State programs.

I comment our colleague, Senator
FRANK LAUTENBERG, for crafting this
vital legislation. The Senator from
New Jersey has focused the attention
of the Committee on Environment and
Public Works on this pressing public
health problem and effectively mar-
shalled support for S. 792. I am grateful
for his efforts.

I also acknowledge the work of three
staff members who have aided the Sen-
ate in its consideration of this legisla-
tion. Jeff Peterson, Rick Erdheim, and
Rich Innes have worked for many
months in developing this important
bill. T thank them for their good work.

Mr. President, my home State of
North Dakota has documented elevated
radon levels in several areas of the
State. S. 792 will do much to address
this national public health problem. I
urge my colleagues to support this
much-needed reauthorization.

Mr. WOFFORD. Mr. President, I am
pleased that the Senate is considering
S. 792, the Indoor Radon Reauthoriza-
tion Act. I commend the bill’s sponsor,
Senator LAUTENBERG, for his leadership
in bringing this important legislation
to the Senate floor in a timely manner.
I am proud to serve with him, Chair-
man BURDICK and the majority leader
on the Environment and Public Works
Committee and to join with them as a
cosponsor of this legislation.

Unfortunately, the Bush administra-
tion again demonstrates its penny-wise
and pound-foolish approach to the
problems facing American families in
their own homes and communities by
opposing this legislation. Unlike the
President, we in Pennsylvania know
that we cannot bury our heads in the
sand and hope that the problem of
radon will go away. After all it is right
there in the sand with us. And we be-
lieve that Government has the obliga-
tion to help do something about it.

The fact is that radon is an acute
problem in several areas of my State,
threatening our families’ health and
quality of life. In fact, the discovery of
high levels of radon in Pennsylvania
during the 1980’s led to the national
awareness of radon hazards. Witnesses
from the Pennsylvania Department of
Environmental Resources testified be-
fore the Senate Environment and Pub-
lic Works Committee that over 10,000
single-family dwellings in Pennsylva-
nia have radon screening levels in ex-
cess of 100 picocuries/liter, which is a

CONGRESSIONAL RECORD—SENATE

level well above the concentrations al-
lowed in uranium mines. Clearly, this
places our people at unnecessary risk.

Pennsylvania has developed a com-
prehensive program to fight the effects
of radon. The State department of en-
vironmental resources has a telephone
hotline that receives an average of
1,000 calls each month. The State also
published a series of informational doc-
uments on radon and its potential
health effects, as well as lists of indi-
viduals and firms certified by the State
for radon testing or abatement.

But Pennsylvanians should not have
to fight this battle alone. This legisla-
tion helps ensure that they won't have
to. It expands the Federal effort to
combat the hazards associated with
radon exposures. The extension of the
Environmental Protection Agency
grant program will provide Federal
matching funds to States on a 50-50
basis, helping States like Pennsylvania
continue their work in identifying and
abating radon hazards.

In addition, S. 792 addresses the need
to identify the extent of radon in our
schools. The separate authorization
contained in this bill will assure that
funds are available in grants and loans
to schools for the purpose of reducing
the radon threat. By first identifying
priority radon areas, EPA can more ef-
fectively manage radon abatement
funds for our Nation's schools.

Mr. President, prevention is always
better, and less expensive, than solving
an existing problem. This legislation,
by directing EPA to issue model radon
construction standards for single fam-
ily homes, aims to prevent the accumu-
lation of radon before it reaches levels
that may present a health threat.

In addition to the prevention fea-
tures of 8. 792, the education and medi-
cal outreach provisions are beneficial
to those who live in areas where radon
has been discovered. Because the
health threats of radon may not be
known throughout the medical commu-
nity, it is important for the EPA to in-
crease awareness of its dangers and
ways to combat its effects on human
health.

Finally, Mr. President, this legisla-
tion demonstrates that partnerships
between the Federal Government and
States can lead to tangible improve-
ments in the lives of Americans. Ap-
parently, the administration is unwill-
ing to fully support this kind of effec-
tive partnership. That is unfortunate,
because radon does pose a threat in
many areas of my State of Pennsylva-
nia. Aggressive efforts by the State
along with financial and technical as-
sistance from the Federal Government
have created a sound structure to com-
bat these threats.

This legislation builds on the founda-
tion laid in the Indoor Radon Abate-
ment Act of 1988. The reauthorization
contained in S. 792 will enhance our
ability to protect the health of our
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families and well as the value of their
homes from the threats of radon. I
hope that the administration will see
the light and support this legislation,
and I commend its passage to my col-
leagues.
AMENDMENT NO. 1702
(Purpose: To clarify and improve certain pro-
visions relating to indoor radon abate-
ment)

Mr. LAUTENBERG. Mr. President, I
want to now go to the committee
amendments. I send the amendment to
the desk and ask for its immediate con-
sideration. :

The PRESIDING OFFICER. The
clerk will report the amendment.

The bill clerk read as follows:

The Senator from New Jersey [Mr. LAU-
TENBERG] for Mr. BURDICK, proposes an
amendment numbered 1702,

Mr. LAUTENBERG. Mr. President, I
ask unanimous consent that reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

On page 11, line 5, strike **1991"" and insert
Hlml I‘

On page 14, line 6, strike “‘Business’ and
insert “‘business’’.

On page 14, line 24, strike “and"”.

On page 15, strike line 2 and insert the fol-
lowing: eral agency, and

“(C) is occupied by the Library of Con-
gress, is part of the White House, or is the
residence of the Vice President, and

‘(D) is included in the definition of ‘‘Cap-
itol Buildings' under section 16(a) of the Act
entitled ‘An Act to define the area of the
United States Capitol Grounds, to regulate
the use thereof, and for other purposes’, ap-
proved July 31, 1946 (40 U.5.C. 193m)."".

On page 15, line 18 and 19, insert “indoor”
before “‘radon’ each place it appears.

On page 16, line 14, strike ‘(15 U.8.C.
2663(a))".

On page 16, strike lines 15 and 16 and insert
the following:
by section 4 of this Act) is amended—

(1) by striking *‘June 1, 1889,”" and inserting
“January 1, 1992,""; and

(2) by inserting *, in consultation with the
Director of the Centers for Disease Control
of the Department of Health and Human
Services,” after “Administrator” in the last
sentence of the subsection.

On page 17, line 13, strike ‘(15 U.S.C.
2663(b)(2))"".

On page 17, line 21, strike ‘(16 U.S.C.
2664)"".

On page 17, after line 24, insert the follow-
ing new subparagraph:

(B) by inserting “and periodically update
after ‘‘develop™;

On page 18, strike lines 1 and 2 and insert
the following new subparagraph:

(C) by striking the second sentence of the
section and inserting the following new sub-
section:

“(b) CONSULTATION.—In developing and up-
dating standards and technigues pursuant to
subsection (a), the Administrator shall con-
sult with—

‘(1) the Secretary of Housing and Urban
Development;

*%(2) organizations that are involved in es-
tablishing national building construction
standards and techniques; and

“(3) national organizations that represent
homebuilders and State and local housing
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agencies (including public housing agen-
cies).'”;

On page 18, line 3, strike *'(C)" and insert
SE)

On page 18, line 6, strike (D) and insert
SR,

On page 18, line 8, strike ‘(E)"" and insert
G
On page 18, line 11, strike *(15 U.S.C.
2664)".
On page 18, line 17, insert “by™ before “not
later'.
On page 18, line 21, strike ‘(156 U.8.C.
2664)".
On page 19, line 12, insert “require the use
of reasonably available and economically
achievable techniques, and to' after “‘be de-
signed to”.

On page 19, line 14, insert “where possible
by using these techniques after
“304(b)(1(C) .

On page 19, line 16, strike ‘(15 U.S.C.
2664)"

On page 20, lines 8 and 20, strike *(15 U.S.C.
2664)"" each place it appears.

On page 21, line 6, strike
2665(a))".

On page 21, strike lines 10 through 12 and
insert *‘disseminate radon information to
State and local tenant organizations.”.

On page 22, line 3, strike "‘certification"
and insert “proficiency’.

“(156 U.S.C.

On page 22, line 5, strike ‘(15 U.8.C.
2665(a)(2))".
On page 22, line 9, strike ‘Y156 U.S.C.
2665(e)(2))".

Beginning on page 22, line 8, strike all
through page 23, line 3, and insert the follow-
ing:

(2) Section 306(e) of the Toxic Substances
Control Act (as redesignated by section 4 of
this Act) is amended—

(A) by redesignating paragraph (2) as para-
graph (2)(A); and

(B) by adding after paragraph (2)}(A), as so
redesignated, the following new subpara-
graphs:

“(B)i) Except as otherwise provided in
clause (ii), for the purposes of this para-
graph, the term ‘small business' means a cor-
poration, partnership, or unincorporated
business that—

“(I) has 150 or fewer employees; and

“(I1) for the 3-year period preceding the
date of the assessment, has an average an-
nual gross revenue from radon measurement
and mitigation activities in an amount that
does not exceed $40,000,000.

“(ii) If, after consultation with the Small
Business Administration, the Administrator
determines that a modification of the defini-
tion of ‘small business’ under clause (i) is ap-
propriate to characterize small businesses
associated with radon measurement and
mitigation, the Administrator shall, by regu-
lation, modify the definition in such manner
as the Administrator determines to be appro-
priate.

*(C) The Administrator shall consider re-
ductions of such charges for small businesses
pursuant to the Regulatory Flexibility Act
(5 U.S.C. 601 et seq.).

(D) No charges may be imposed on State
and local governments. In the case of a State
which is administering a radon proficiency
program pursuant to section 314(c¢), the State
may impose charges consistent with charges
which would have been imposed by the Ad-
ministrator. Any amounts collected by a
State as charges under this paragraph may
be used as part of the non-Federal share of a
grant awarded pursuant to section 307 of this
title.”.

On page 23,
2666(b))".

line 6, strike *(15 U.B.C.
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On page 23, line 13, strike ‘(15 U.S.C.
2666(c))"”.

On page 24, strike line 19 and insert the fol-
lowing: ment pursuant to paragraph (15).

“(17) Educational programs for members of
the housing industry concerning the model
construction standards and techniques pub-
lished pursuant to section 305.

*/(18) Financial assistance to conduct sur-
veys to improve the precision of priority
radon areas.’.

On page 24, beginning on line 21, strike **(15
U.8.C. 2666(d))"".

On page 25,
2666(f))"".

On page 25, beginning on line 8, strike ‘(15
U.S.C. 2666(g))"".
On page 25,

2666(h)"".

line 4, strike *(15 U.S.C.

line 23, strike ‘(15 U.8.C.

line 8, strike *(16 U.B8.C.

On page 26, line 13, strike ‘(15 U.S.C.
2667)"".

On page 27, line 3, insert *‘in a manner” be-
fore “consistent’.

On page 27, line 23, strike *‘the availability
o',

On page 28, beginning on line 9, strike **(15
U.8.C. 2668(b))"",

On page 28, beginning on line 18, strike *‘(15
U.8.C. 2669)".

On page 31, line 6, insert “‘the Secretary of
Housing and Urban Development, national
organizations that represent State and local
housing agencies (including public housing
agencies),” before “‘real estate’’.

On page 32, line 1, insert ‘‘and reliable” be-
fore “measurements’’.

On page 34, line 4, insert “‘in a manner” be-
fore “‘consistent’’.

On page 35, line 23, strike “‘and"” and insert
a comma.

On page 35, line 23, insert “and the Direc-
tor of the Centers for Disease Control” be-
fore ‘‘shall™.

On page 38, strike lines 2 though 7 and in-
sert the following: “mitigating elevated
radon levels to public housing agencies and
Indian housing authorities, as defined in
paragraphs (6) and (11), respectively, of sec-
tion 3(b) of the United States Housing Act of
1937 (42 U.S.C. 1437a(b)), and to owners and
managers of other housing assisted under
other provisions of the United States Hous-
ing Act of 1937 (42 U.S.C. 1437 et seq.) and the
National Housing Act (12 U.8.C. 1701 et
seq.).".

On page 38, line 19, after the period, insert
an ending quotation mark and a period.

Beginning on page 38, line 20, strike all
through page 39, line 19.

On page 40, line 2, strike “‘is authorized to™
and insert *‘shall™.

On page 40, line 3, strike “‘educational’ and
insert “education’,

On page 40, line 3, insert “‘and is authorized
to enter into cooperative agreements' before
““to increase public awareness''.

On page 40, line 14, insert ‘‘the Director of
the National institute for Occupational Safe-
ty and Health of the Department of Health
and Human Services, in consultation with
the" before “Administrator.

On page 40, line 14, insert a comma after
“*Administrator".

On page 40, line 17, insert “‘the Director of
the National Institute for Occupational Safe-
ty and Health of the Department of Health
and Human Services and" before “the Ad-
ministrator".

On page 40, line 18, strike ‘‘design” and in-
sert “‘be jointly responsible for designing’’.

Beginning on page 40, line 24, strike “The
survey” and all that follows through page 41,
line 17.
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On page 41, line 18, strike '(5)" and insert
@,

On page 41, line 19, strike ‘*‘the Adminis-
trator’ and insert ‘‘the Director of the Na-
tional Institute for Occupational Safety and
Health of the Department of Health and
Human Services, in consultation with the
Administrator,”.

On page 41, beginning on line 22, strike
“For the purpose” and all that follows
through the period on line 25.

On page 42, line 1, strike ‘“‘other than para-
graph (a)(4)".

On page 43, line 25, insert ‘‘or who provides
false information concerning compliance
with section 305(f) to an appropriate Federal
official,” before “shall be liable™.

Beginning on page 47, strike line 23 and all
that follows through page 48, line 3, and in-
sert the following new paragraphs:

“(1) against the United States in any case
where the United States is alleged to be in
violation of section 305(f), 310, or 316, or any
rule promulgated thereunder, to restrain
such violation;

*(2) against any person who is alleged to be
in violation of section 308, 313, or 314, or any
rule promulgated thereunder, to restrain
such violation; or

On page 48, line 4, strike *(2)" and insert
w@y,

On page 51, line 13, strike ‘(15 U.8.C.
2665(1)".

On page 51, lines 15 and 20, strike ‘‘and
1994"" each place it appears and insert ‘‘, 1994,
and 1995".

On page 51, line 22, strike ‘(15 U.8.C.
2666(j))"".

On page 52, lines 4, 10, and 25, strike “‘and
1994" each place it occurs and insert **, 1994,
and 1995".

On page 52, line 22, strike ‘(15 U.S.C.
2668(0))"".

Beginning on page 53, strike line 15 and all
that follows through page 54, line 2, and in-
sert; the following:

(1) in subparagraph (A)—

(A) by inserting ‘‘develop and™ after ‘‘to";
and

(B) adding at the end of the subparagraph
the following new sentence: ““The demonstra-
tion program shall include the development
and evaluation of innovative low-cost tech-
nigues to reduce radon concentrations in ex-
isting structures, including structures with
low to moderate radon levels, and in new
structures, and the development and dem-
onstration of radon mitigation technology
for multistory buildings.".

Mr. LAUTENBERG. Mr. President,
the committee amendment contains
technical changes and responds to sug-
gestions made by the Banking Commit-
tee's Housing Subcommittee, the Budg-
et Committee, the Education Commit-
tee's Labor Subcommittee and others.

At the request of the Housing Sub-
committee, we require EPA to consult
with the Department of Housing and
Urban Development in establishing the
model radon construction standards
and in developing the residential hous-
ing radon document which will be
given to home buyers at the time they
purchase a house.

The Budget Committee raised con-
cerns about the budgetary impact of
two provisions in the bill. One provi-
sion would have required HUD to test
any houses it owns in radon priority
areas and make the results of that test
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available to prospective buyers hefore
the house could be sold.

This provision responds to the con-
cern that GAO first raised in 1988 that
HUD had no radon policy. As a result of
the GAO report, I included a provision
in the 1988 McKinney Act amendments
requiring HUD to develop a testing and
mitigation policy for its multistory
housing. The policy which HUD an-
nounced last year is totally inad-
equate. It merely called for additional
radon research and no testing or miti-
gation at its properties. At our hearing
on S. 792, both EPA and GAO testified
that additional research was not nec-
essary before HUD could begin to test
and, where appropriate, mitigate ele-
vated levels of radon at its properties.
So I included language in S. 792 requir-
ing HUD to test the properties it owned
in radon priority areas for radon and to
disclose the results to potential buyers
of the properties.

Fortunately, HUD has reversed its
policy. Secretary Kemp wrote me in
January that HUD would initiate a
testing and mitigation program at its
properties. I ask unanimous consent
that a copy of this letter be included in
the RECORD at the end of my remarks.

The PRESIDING OFFICER. Without
objection it is so ordered.

(See exhibit 1.)

Mr. LAUTENBERG. Because of
HUD’s policy reversal, and concerns
about the budgetary impact raised by
the Budget Committee, the committee
amendment deletes this requirement
from the bill.

The Budget Committee also was con-
cerned about a provision which would
have reduced the fee charged to those
participating in the voluntary pro-
ficiency program. This fee, which was
designed to recover the full cost of the
proficiency program, was imposed in
the original 1988 Indoor Radon Abate-
ment Act.

Because the radon testing and miti-
gation industry is made up of small
businesses, the industry has raised con-
cerns that the radon proficiency fee
would drive many of its members out
of the industry. S. 792 proposed to re-
duce the impact of the fee on the radon
industry by reducing the required cost
recovery by 50 percent.

The committee amendment responds
to Budget Committee concerns about
the budgetary impact of this provision
by deleting the 50-percent cost recov-
ery provision. Instead, the amendment
requires EPA to comply with the provi-
sions of the Regulatory Flexibility Act
to attempt to reduce the impact of the
fee on small businesses. The definition
of small businesses is based on a defini-
tion Congress adopted in the Federal
Insecticide, Fungicide, and Rodenticide
Act.

At the request of the Labor Sub-
committee, the committee amendment
requires the National Institute for Oc-
cupational Safety and Health rather
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than EPA to conduct the radon survey
of workplaces. EPA would be respon-
sible with NIOSH for designing the sur-
vey. .

The committee amendment contains
other provisions which were suggested
by organizations which are interested
in radon. It extends the authorization
of appropriations for another year
through fiscal year 1995. It requires
EPA to consult with the Centers for
Disease Control in developing the Citi-
zen's Guide for Radon and in establish-
ing the medical outreach program. It
allows States to use State radon grant
funds to conduct radon surveys to im-
prove the precision of EPA’s designa-
tion of radon priority areas. And it
adopts a provision included in the In-
door Air Quality Act to extend the
Federal building program to the White
House, the Vice President’s quarters
and the Congress.

Finally, the amendment makes a
number of changes to respond to con-
cerns raised by the National Associa-
tion of Home Builders. The NAHB has
taken a constructive role in addressing
the threat that radon poses in the Na-
tion’s houses by conducting research
and developing radon mitigation tech-
niques.

S. 792 provides that the Federal Gov-
ernment cannot provide a loan for a
newly constructed home in a radon pri-
ority area unless the house is built
consistently with the EPA radon con-
struction standards. These standards
are prescriptive and not performance
based standards. To make this clear,
the committee amendment requires
that the standards be based on reason-
ably available and economically
achievable techniques.

To help builders understand the con-
struction standards, the committee
amendment provides that State radon
grants can be used for educational pro-
grams for the homebuilding industry.
And EPA would be required to continue
to work with the NAHB to improve the
model construction standards.

S. 792 does not impose any liability
on a home builder who chooses not to
build a home consistent with the model
construction standards in a radon pri-
ority area. The Federal Government
simply will not provide a loan to pur-
chase that house. The committee
amendment maintains this lack of li-
ability except if a builder provides
false information regarding compliance
with the radon construction standards
to the Federal Government.

The committee amendment specifies
that the citizen suit provisions of 8. 792
can be used against the United States
and other persons for violations of cer-
tain provisions of the act. Suit can be
brought against the United States only
for violations of the act dealing with
providing loans to purchase new
homes, section 305; Federal buildings,
section 310; and federally owned or as-
sisted housing, section 316. Suits can be
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brought against any other person for
violations of provisions regarding
radon in schools, section 308; dissemi-
nating radon information to home buy-
ers, section 313; and the mandatory
proficiency program, section 314.

This provision makes clear that citi-
zens cannot use the citizen suit provi-
sions of this act against home builders.

States remain free to determine the
effect that compliance with the EPA
model radon construction standards or
any State standards has no liability is-
sues. New Jersey, which has adopted a
State radon construction standard for
the radon prone area of the State, pro-
vides that anyone who builds a home or
school in compliance with the State
standard is not liable for any damages
which may result from the presence of
radon in the home or school. Such a li-
ability system might encourage great-
er use of the model construction stand-
ards. States remain free under S. 792 to
adopt an approach similar to New Jer-
sey. State grant assistance provided for
under section 307(c)(12) of the revised
Indoor Radon Abatement Act can be
used by a State to develop a liability
system similar to New Jersey.

Mr. President, I want to thank other
committees interested in the bill for
their cooperation. I also want to thank
the National Association of Home
Builders, the National Association of
Realtors, the American Association of
Radon Scientists and Technologists,
the American Lung Association, the
American Academy of Pediatrics, the
Consumer Federation of America, the
National Education Association, and
the National Parent Teacher Associa-
tion for their assistance in developing
S. T92. And I urge Senators to support
the committee amendment.

EXHIBIT 1
U.S. DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT,
Washington, DC, January 8, 1992,
Hon. FRANK R. LAUTENBERG,
U/.8. Senate, Washington, DC.

DEAR MR. CHAIRMAN: This letter is in re-
sponse to the Senate Committee Report on
the 1992 VA-HUD-Independent Agencies Ap-
propriation Act requesting a revised Depart-
mental policy regarding the testing and
mitigation of radon in HUD-assisted multi-
famnily buildings.

The Senate Committee expressed concern
that the Department’s policy recommenda-
tions to the Congress contained in a report
submitted in April 1991 did not, in the com-
mittee's view, satisfy the requirements of
Section 1091 of the McKinney Homeless As-
sistance Amendments Act of 1988. That Act
required the Department to submit a policy
for research, education, testing and mitiga-
tion dealing with radon contamination in
certain HUD-assisted multifamily housing,

In response to the Committee's request,
the Department will initiate a program of
testing and mitigation in 1992, As a first
step, the Department will, as quickly as pos-
sible, test and, as necessary, mitigate all
HUD-owned multifamily buildings in EPA
designated ‘“‘high radon™ areas. All addi-
tional HUD-owned multifamily units in
these high radon areas that subsequently
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come into inventory will also receive prior-
ity for testing and mitigation.

Initiating a full testing and mitigation
program in HUD-owned multifamily units
has a number of advantages. Because these
properties are under the control of HUD, the
Department will be better able to refine and
develop techniques for testing and mitiga-
tion prior to expanding efforts into addi-
tional segments of the assisted multifamily
stock. During this initial phase, the Depart-
ment. will be able to develop a final testing
protocol. The testing program should also
provide HUD with additional information re-
garding intrabuilding radon distribution and
will enable the Department to better target
and prioritize subsequent efforts to buildings
that are “‘at risk", i.e. to those most likely
to have high radon levels in all units in the
building. HUD also should be better able to
estimate radon testing costs.

Effective mitigation of the balance of the
assisted multifamily stock requires the De-
partment to plan for and reserve adequate
funds under a number of programs. Mitigat-
ing HUD-owned units should provide oppor-
tunity to control for many cost variables,
such as adjustments that may be necessary
to heating, ventilating and air conditioning
systems and thereby identify accurately the
costs of mitigation.

The Department expects to complete these
initial efforts quickly so that it may proceed
to a fuller program of testing and mitigation
of the balance of the assisted multifamily
stock. Depending upon the nature of the in-
formation gathered during this initial phase,
the second phase of testing and mitigation
efforts might possibly be the high risk types
of buildings that are located in high radon
areas, or, alternatively, all remaining units
in the HUD-owned inventory.

The Senate Committee Report also re-
quires the Department to submit, within 6
months of enactment, a report on implemen-
tation of this revised policy of testing and
mitigation. Please be assured that the De-
partment intends to fully comply with both
the spirit and language of the Committee re-
port.

Very sincerely yours,
JACK KEMP,
Secretary.

Mr. LAUTENBERG. Mr. President,
these technical changes have been
cleared by the minority. Therefore, Mr.
President, I urge adoption of the
amendment.

The PRESIDING OFFICER. Is there
further debate. If not, the question is
on agreeing to the amendment.

The amendment (No. 1702) was agreed
to.
Mr. LAUTENBERG. I move to recon-
sider the vote.

Mr. DURENBERGER. 1 move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

Mr. LAUTENBERG. Mr. President, I
yield the floor. 1 believe the Senator
from New Hampshire has an amend-
ment he wants to offer.

The PRESIDING OFFICER. Who
seeks recognition?

Mr. SMITH addressed the Chair.

The PRESIDING OFFICER. The
Chair recognizes the Senator from New
Hampshire, Mr. SMITH. Under the pre-
vious agreement, the Senator is per-
mitted to offer a first-degree amend-
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ment. The Senator is recognized, ac-
cordingly, for up to 10 minutes.
AMENDMENT NO. 1703
(Purpose: To provide for the application of
multimedia risk assessment procedures for
the implementation of National Primary

Drinking Water Regulations for Radio-

nuclides)

Mr. SMITH. I thank the Chair. I
thank my colleagues, Senator LAUTEN-
BERG and Senator DURENBERGER, for
their courtesy and an indication they
will accept the amendment.

I do have an amendment at the desk
which I would offer at this time, Mr.
President.

The PRESIDING OFFICER. The
clerk will report the amendment.

The bill clerk read as follows:

The Senator from New Hampshire [Mr.
SMITH], for himself and Mr. SEYMOUR, pro-
poses an amendment numbered 1703,

Mr. SMITH. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

At the appropriate place, insert the follow-
ing new section:

“SEC. . Prior to promulgating any na-
tional primary drinking water regulation for
radionuclides under the Safe Drinking Water
Act, the Administrator of the Environmental
Protection Agency shall conduct a multi-
media risk assessment of radon considering:
(a) the relative risk of adverse human health
effects associated with various pathways of
exposure to radon; (b) the relative costs of
controlling or mitigating exposure to radon
from each pathway; and (c) the relative costs
for radon control or mitigation experienced
by households, communities and other enti-
ties including the costs experienced by small
communities as the result of such regula-
tion. Such an evaluation shall consider the
risks posed by the treatment or disposal of
any wastes produced by water treatment.
Upon completion of this risk assessment, the
Administrator shall report his findings to
the Senate Committee on Environment and
Public Works and the House Committee on
Energy and Commerce. Nothing in this sec-
tion shall modify or be the basis for an ex-
tension of any statutory or court-ordered
deadline for the promulgation of such regula-
tion.'.

Mr. SMITH. Mr. President, as my col-
leagues may be aware, on July 18, 1991,
the Environmental Protection Agency
proposed rules placing limits on radon
in drinking water. These rules, which
are under the jurisdiction of the Safe
Drinking Water Act, would require
that community and nontransient,
noncommunity water systems provide
water having no more than 300
picoCuries per liter of radon. While I
would not disagree that radon in drink-
ing water is an important health con-
cern, I believe that the 300 pCi/l set by
the EPA is too low.

Presently, the EPA has a voluntary
guideline that would limit the level of
indoor radon to no more than 4 pCi/l
from all sources. Using the EPA's
water-to-air ratio of 10,000 to 1, it
would take, in theory, 40,000 pCi/l of
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radon in water to create 4 pCi/l in the
air, assuming that water was the sole
contributor. Yet, not only is water a
small contributor to overall indoor
radon levels, but a 1,000 pCi/l level in
water—three times the proposed stand-
ard—would contribute only .01 pCi/l to
the indoor radon level.

I am also concerned that the EPA’'s
estimated cost for the implementation
of the radon rule—with a capital cost
of $1.6 billion, and an annual operating
cost of $180 million—is too low. Accord-
ing to the American Water Works As-
sociation, the overall cost of the radon
rule will be $20 billion in capital costs
and $2.7 billion in annual costs. It
should also be remembered that these
figures do not take into account the
dozens of other water rules that com-
munities and water suppliers must
comply with.

Regardless of whose figures you be-
lieve, it is clear that small commu-
nities and townships will clearly bear
the greatest financial burden from this
proposed rule. Indeed, in my home
State of New Hampshire, 96.5 percent of
the 2,746 community wells cannot cur-
rently meet the proposed standard of
300 pCi/l. Even if the EPA adopted a
less stringent standard of 1,000 pCi/l, 75
percent. of the wells in my State would
not meet this proposed radon rule.

Mr. President, we have mandated
that our communities meet a variety
of safe drinking water rules, the cost of
expensive landfill requirements, the ex-
pense of more stringent sewage treat-
ment facilities, and in many instances,
the cost of cleaning up Superfund
sites—all with very little Federal fund-
ing. Prior to establishing new Federal
regulatory mandates, we need to con-
duct adequate risk assessment to de-
termine the most significant health
and environmental risks, so that we
can fund these programs in the priority
of their risk, rather than in the prior-
ity of their political expediency.

On January 29, 1992, the chairman of
the executive committee of the EPA
Science Advisory Board, Mr. Raymond
C. Loehr, in a letter to EPA Adminis-
trator William Reilly, stated that:

Radon in drinking water Is a very small
contributor to radon risk except in rare
cases and the committee suggests that the
Agency focus its efforts on primary rather
than secondary sources of risk. The Agency
should conduct a full multimedia risk assess-
ment of the various options for regulating
radon in drinking water.

Mr. President, at this time I ask
unanimous consent to print that letter
in the RECORD.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

ENVIRONMENTAL PROTECTION AGENCY,

Washington, DC, January 29, 1992.
Subject: Reducing Risks from Radon; Drink-
ing Water Criteria Documents.
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Hon: WILLIAM K. REILLY,
Administrator, Environmental Protection Agen-
cy, Washington, DC.

DEAR MR. REILLY: The Radiation Advisory
Committee of the Science Advisory Board
has reviewed several radon-related issues
brought to it by the Agency during the past
year-and-a-half.! The Committee has also
commented extensively on the criteria docu-
ments supporting the proposed regulations
for radionuclides in drinking water.? As a re-
sult of their reviews and the proposed Na-
tional Primary Drinking Water Regulations
for Radionuclides?, the Committee is writing
to convey its concern about the inconsistent
approach within the Agency regarding reduc-
ing risks from radon exposures in homes.
This issue illustrates a larger concern that
the Agency is not effectively applying the
recommendations set forth in the Science
Advisory Board Report Reducing Risk: Set-
ting Priorities and Strategies for Environ-
mental Protection (subsequently referred to
as Reducing Risk).

The purpose of this letter is two-fold: (a) to
address the fragmented and inconsistent ap-
proach regarding reduction of radon risk and
(b) to provide our closing comments on the
revised drinking water criteria documents
that support the proposed regulations.

THE PROPOSED DRINKING WATER REGULATION IN
RELATION TO THE REDUCING RISK REPORT

The Committee realizes that the technical
aspects are only one of many factors that
must be considered in making policy deter-
minations and that the Agency has already
given significant thought to these issues in
preparing the proposed regulation for radon
in drinking water. However, the Radiation
Advisory Committee would like to express
its views on the relative risks addressed by
the proposed regulation vis a vis other radon
risks reviewed by the Committee and offer
its views as well on what its technical obser-
vations mean for matters of policy.

TECHNICAL OBSERVATIONS

The Agency has recognized that there is a
serious question about the regulation of
radon in drinking water. After considerable
deliberation, the Office of Drinking Water
has proposed to regulate it in the manner
adopted for other contaminants under the
Safe Drinking Water Act; that is, at an ap-
proximate lifetime risk level of 10-4. The
chief risk due to radon in water is its release
into the air and subsequent inhalation, as
opposed to ingestion of waterborne radon.
Thus a 10—* risk level (averaged over smok-
ers and non-smokers) translates into about
0.03 Pci/Ly in air, or approximately 300 Pci/L
in water. That air concentration is more
than 100 times smaller than the Agency's
voluntary guideline of 4 Pci/LL for indoor
radon concentrations. It also well within the
natural year-to-year variation in indoor
radon concentrations in average houses. As
part of the Indoor Radon Abatement Act
{Public Law 100-551) the Congress defined the
goal of achieving an indoor radon level equal

tRelationship Between Short- and Long-term Cor-
relations for Radon Tests (EPA-SAB-RAC-92-008);
Revised Radon Risk Estimates and Associated Un-
certainties (EPA-SAB-RAC-LTR-92 003); Draft Citi-
zen's Gulde to Radon (EPA-SAB-RAC-L/TR-92-005).

2Report to the Administrator on a Review of the
Office of Drinking Water Assessment of Radio-
nuclides in Drinking Water and Four Draft Criteria
Documents (SAB-RAC-87-035), Review of the Office
of Drinking Water's Criteria Documents and Related
Reports for Uranfum, Radium, Radon, and Manmade
Beta-gamma Emitters (EPA-SAB-RAC-92-009).

INational Primary Drinking Water Regulations:
Radionuclides: Proposed rule. Federal Register,
56:33050-33127, 18 July 1991.
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to the natural outdoor level, which is 0.1-0.5
Pci/L: depending on the area of the country
(NCRP Report, No. 94). This goal is a factor of
8-40 below the indoor radon action level, but
about a factor of 10 higher than the indoor
radon level corresponding to the proposed
regulation for radon in drinking water.

The Agency estimates that about 5% of the
total indoor radon in homes served by
ground water is due to radon released from
household water use. (In homes served by
surface water supplies, only a fraction of a
percent of the indoor radon will be due to
water use). Data in the radon criteria docu-
ment indicate that approximately 10-30% of
the population that relies on ground water
sources is exposed to water with radon con-
centrations above the proposed maximum
contaminant level of 300 Pci/L. Overall,
about 1% of the total indoor radon in areas
with ground water supplies would be ad-
dressed by adopting the current proposal.

Although some point estimates of param-
eters have been employed here, the Commit-
tee is well aware of, and wishes to bring to
your attention again, the uncertainties in
parameters and models employed in the
Agency’s assessments. Full consideration of
uncertainties is called for in the Reducing
Risk report and is an essential part of the
evaluations that the Committee recommends
below. The Committee urges appropriate ac-
tion to assure that the risk assessment fully
considers the uncertainties.

POLICY CONSIDERATIONS AND
RECOMMENDATIONS

The radon exposure situation reflects the
fragmentation of environmental policy iden-
tified in Reducing Risk. The tactics and
goals of different laws designed to address
radon exposures are not consistent. Efforts
within the Agency to reduce radon risks,
while not uncoordinated, are rooted in pro-
grammatic areas that respond to different
laws.

The field of radiation protection relies on
the principle of optimization, which the
Committee believes is in harmony with Re-
ducing Risk, particularly with Recommenda-
tion 4:

“EPA should reflect risk-based priorities
in its strategic planning processes. The Agen-
cy's long range plans should be driven not so
much by past risk reduction efforts or by exist-
ing programmatic structures, but by ongoing as-
sessments of remaining environmental risks, the
explicit comparison of those risks, and the anal-
ysis of opportunities available for reducing risks
(italics ours)."

Optimization, like the philosophy espoused
in Reducing Risk, means that we should
apply our limited resources to the more im-
portant risks.

Frankly, radon in drinking water is a very
small contributor to radon risk except in
rare cases and the Committee suggests that
the Agency focus its efforts on primary rath-
er than secondary sources of risk. The Agen-
cy should conduct a full multi-media risk as-
sessment of the various options for regulat-
ing radon in drinking water. Such an evalua-
tion would include the risks posed by the
treatment or disposal of any wastes produced
by water treatment. It would also consider
the effects of releases of other volatile com-
pounds during treatment. (This is currently
cited as an anciliary benefit of treatment
without analysis of the overall result.)

The Committee understands that the Safe
Drinking Water Act requires the Agency to
develop regulations for radionuclides in
drinking water. The Committee further real-
izes that a management structure based on
media/pollutants may make recommenda-
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tions that involve different perspection dif-
ficult to implement, However, if the Agency,
the Congress, and the country are going to
grapple seriously with the concepts in Re-
ducing Risk, then it is precisely this type of
issue that must be confronted directly, open-
ly, and creatively.

CLOSING COMMENTS ON THE REVISED DRINKING

WATER CRITERIA DOCUMENTS

The Committee would also like to com-
ment on some aspects of the criteria docu-
ments prepared in support of the proposed
regulations. Reviews of two earlier drafts of
the associated criteria documents have been
performed.? Following the Committee's re-
view in the summer of 1990, the Office of
Drinking Water, with the assistance of the
Office of Radiation Programs, revised the
criteria documents supporting the proposed
regulation. The Committee does not wish to
undertake a detailed formal review of the
third set of criteria documents. The fun-
damental scientific questions were discussed
in the previous reviews, cited above. The
Committee stands by its original positions
and belleves that the Agency could further
improve the scientific credibility of the cri-
teria documents by adopting its rec-
ommendations,

The new set of documents is more com-
plete and individual reports now include
more explanation of the options considered,
selection criteria, and possible alternative
choices. The Agency was less successful in
implementing the Committee's advice on un-
certainty analysis. Although each criteria
document now includes a chapter discussing
uncertainty, the content of those chapters is
very qualitative and is not the rigorous tech-
nical analysis envisioned by the Committee.
Overall document quality and clarity are
still inadequate for reports that are intended
to be the technical bulwark for Agency deci-
sions.

Broad scope assessments, of the type rec-
ommended above for radon, are also needed
for other of the proposed regulations. The
Agency's analyses should include the risks
resulting from the concentration of radium,
uranium, and other radionuclides in wastes
resulting from water treatment. These in-
clude the risks to workers involved in dis-
posal activities and the risks of disposal it-
self. A complete picture of the costs and ben-
efits of implementing these regulations is
needed. The importance of cost-effective
treatment is stressed in Section V of the pro-
posed regulations, but evaluation of the net
benefit of the proposals is far from com-
prehensive.

The Committee appreciatés the hard work
of the Offices of Drinking Water and Radi-
ation Programs. We thank them for briefings
and presentations that have alded our re-
views.

In closing, the Committee strongly encour-
ages the Agency to review its proposed
drinking water regulations in light of Rec-
ommendation 4 of the Reducing Risk report
and to prepare comprehensive analyses of
the complex guestions that arise. We look
forward to receiving a reply that delineates
your planned response to these challenging
issues.

RAYMOND C. LOEHR,
Chair, Erecutive Com-
mittee, Science Advi-
sory Board.
ODDVAR F. NYGAARD,
Chair, Radiation Advi-
sory Committee.
PAUL G. VOILLEQUE,
Chair, Drinking Water
Subcommittee, Radi-
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ation Advisory Com-
mittee.

Mr. SMITH. Mr. President, the pur-
pose of my amendment is to respond to
the recommendations of the EPA
Science Advisory Board. In particular,
my amendment would require the Ad-
ministrator of the EPA to conduct a
multimedia risk assessment of radon
considering the relative risk of adverse
human health effects associated with
various radon pathways, the relative
costs of controlling radon exposure
from these pathways, and the relative
costs these controls will impose on
households, communities, and other
entities. Additionally, my amendment
specifically requires the Administrator
to review the costs that will be experi-
enced by small communities as a result
of the radon regulation, and to report
these findings to Congress.

Put quite simply, Mr. President, my
amendment requires the EPA to look
at the costs and benefits of treating
radon in water and help focus resources
on sources and levels of radon that post
the greatest risk.

Due to opposition from some Sen-
ators, I removed language from an ear-
lier draft of this amendment which
would have specifically required the
Administrator to consider this analysis
in determining the maximum contain-
ment level for radon. While this lan-
guage is not contained in my amend-
ment, I believe that the results of a
risk assessment should consider the
relative risk of radon in water to the
relative risk of radon in the air and ad-
dress them appropriately. Further, I
expect that this new assessment will be
reviewed by the EPA Science Advisory
Board so that Congress can get a true
picture of this problem.

Mr. President, the issue of the regu-
lation of radon in water is an impor-
tant one, and although I believe my
amendment will provide the informa-
tion necessary to allow Congress to ra-
tionally assess the needs for these con-
trols, this amendment is not a solu-
tion. These proposed rules will cost our
Nation a great deal of money in order
to address the proportionally small
risk of radon exposure. I believe we
should follow appropriate risk assess-
ment to ensure our limited funds are
spent on these issues that truly rep-
resent a health and environmental
risk.

In conclusion, I thank my colleagues
for their assistance. I believe this
amendment is an important first step
in addressing this problem, and I urge
its immediate consideration.

Mr. LAUTENBERG. Mr. President,
we are prepared to accept the amend-
ment. The provision will not delay any
statutory or court-ordered deadline
pursuant to the Safe Drinking Water
Act.

The amendment very simply, as de-
scribed by the Senator from New
Hampshire, requires EPA to develop
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and report to the Congress specific
multimedia risk information on radon
prior to promulgating the national pri-
mary drinking water regulations for
radionuclides.

So we have no objection on this side.

Mr. DURENBERGER. Mr. President,
if my colleagues do not have any objec-
tion, I will take slightly longer to ac-
knowledge the contribution that Sen-
ator SMITH has made, and to outline
the problem that we have before us.

I am going to do that because I was
the Senate author of the legislation
that led to the regulations for radon in
drinking water that my colleague from
New Hampshire has described. I man-
aged the 1986 amendments to the Safe
Drinking Water Act here on the floor
of the Senate, and chaired the con-
ference with the House. So I have some
familiarity with the issues that have
been raised.

I wanted to assure my colleague that
this is going to take a minute or two to
do at the end of which I am going to
recommend what my colleague from
New Jersey has already indicated, that
the Senate accept the amendment by
my colleague from New Hampshire.

But I want to for the sake of the
record, and for those who have ex-
pressed the concern that our colleague
has so well articulated here today,
share a little bit of the background
that we have in sort of the fundamen-
tal dilemma in the structure of the
Safe Drinking Water Act, because it di-
vides the people of this country into
two groups—the big city group and the
small town group. Many of us represent
a lot of the latter. Even though they
are only 20 percent of the total popu-
lation, we represent quite a few of the
latter.

Protecting drinking water quality is
mostly a question of infrastructure,
the building of water supply and treat-
ment systems that provide safe public
water. In our larger cities it is possible
to build a very good drinking water
supply and a treatment system that
can deliver safe water at a cost of just
a few dollars per family. Because the
cost of the capital investment in a big
city gets spread over a large number of
people for a very long time, you can
get high quality drinking water in a
big city relatively cheaply.

But that same level of protection at-
tempted in a small community leads to
very large costs. It could be hundreds
of dollars per family per year. That is
simply because there is only a small
population to serve the retired debt of
the infrastructure capital investment
that goes into the drinking water.

So, this is the dilemma for the Fed-
eral Government as it tries to set a na-
tional drinking water standard. If we
set the standard based on what the big
cities can afford, then families in small
communities are hard pressed to pay
for the same level of protection.

On the other hand, if the standard is
set at a level that is not as stringent,
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at a level that reflects affordability for
a very small town, then the bulk of the
population that live in the large cities,
80 percent of all Americans who get
their drinking water from these large
systems, will not be getting the health
protection that they could otherwise
afford. The health risks from drinking
water would be higher for the 80 per-
cent than they would choose, or that
they could afford.

So Congress was fully aware of the
dilemma when it enacted the original
Save Drinking Water Act in 1974, and
when it was reauthorized in 1986, and
on both of those occasions ended up re-
quiring that the standards be set ac-
cording to the level of protection that
large cities could afford.

That is the very clear requirement in
the law. EPA is to set the national
standards to maximize the health pro-
tection that can be afforded by the 80
percent of our people who live in large
cities.

The Safe Drinking Water Act con-
tains provisions that recognize and at-
tempt to mitigate the cost problems
that small communities may face.
There are variance and exception pro-
visions all of which can be applied to
small communities. The period for
compliance can be lengthened to ac-
commodate the particular capital in-
vestment needs of the community.
There are other steps that can be used
to ease the costs.

I have to say having observed the im-
plementation of the act for a long pe-
riod that these safeguards have not
been implemented with any consistent
sense of purpose by the EPA or by the
States.

We also have a program run by the
Farmers Home Administration. It pro-
vides grants and loans to small com-
munities to build drinking water sup-
ply and treatment systems. Each year
this Congress makes a substantial ap-
propriation for this program, and the
size of the appropriation as a practical
matter has grown in recent years.

So in summary, in the past, Congress
has chosen to impose drinking water
standards that reflect the level of
health protection that people in large
cities can afford. Those standards have
been imposed on the whole Nation,
large city and small.

1 suppose we could have chosen a dif-
ferent course. We could have gone with
a small community standard. We could
have authorized more relaxed stand-
ards that provide less health protec-
tion, In fact, in the very regulation
under discussion here, it appears that
EPA in contravention of the law, re-
laxed the standard to reflect afford-
ability for small communities.

Although some are complaining that
the standard proposed for radon by
EPA will be too expensive for some
communities, if EPA had actually fol-
lowed the clear direction of the law,
the standards would have been even
tighter.
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Why should it be? Because as we have
already heard this morning radon
causes cancer. Because in some com-
munities the exposure to radon from
drinking water can be a significant
risk. Because the 80 percent of the pop-
ulation that receives its drinking
water from large city systems could
easily afford better water with less
cancer risk.

Let us not forget in this debate the
American public wants safer drinking
water, and that the American public is
willing to pay for it. The American
public today spends $2 billion a year for
bottled water. They apparently do not
have sufficient confidence in the qual-
ity of the public supply. So they spend
$2 billion a year bringing bottled water
home for drinking water purposes.
That is a huge expenditure. And Mr.
President, T would argue it is some
measure of the public demand for safe
water supplies.

We might also have authorized EPA
to set two standards, one for large
cities and one for small. We could solve
the dilemma that way. We could ask
rural Americans, those who live in our
small towns, to accept a higher health
risk from their drinking water than
their city cousins experience.

As someone who represents a rural
State, I have never been in favor of
that approach. I do not want two
Americans, one urban and one rural.
When we are dealing with something as
basic as drinking water, I have always
believed that we have an obligation to
give the whole population on equal
level of protection.

So the solution I prefer is to find a
way to equalize the burden between
communities through fees and grants. I
have proposed legislation that would
impose a fee of 2 cents per thousand
gallons of water on the water delivered
by large systems.

In my legislation, the revenue gen-
erated by that fee, which would be
about $1256 million a year, would then
be used to support the capital invest-
ment necessary to upgrade the drink-
ing water supply of small communities
and to repair private wells. Twenty
million Americans still live outside of
the protection of the Safe Drinking
Water Act because they draw their
water from private rather than public
supplies.

Since the average price for drinking
water in the United States is about
$1.30 per thousand gallons, the 2 cents
would be a small fee on the 80 percent
living in the large cities to provide
high quality, safe drinking water for
all Americans. We can certainly reach
that objective for less than the $2 bil-
lion that the public already spends for
bottled water.

So, Mr. President, I must say there is
opposition to my solution to the drink-
ing water dilemma. Much of the water
used in the United States is consumed
by big industries. They would pay a
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substantial part of their 2 cents, thou-
sand gallon fee. So they are all opposed
to it.

Furthermore, the managers of the
medium-sized systems—that is, the
cities of 10,000 to 25,000 people—are also
reluctant to pay a fee for this kind of
a subsidy.

Many of the small systems that
would receive aid are subdivisions built
just outside the city limits of medium-
sized cities, largely for the purpose of
avoiding assessments and taxes that
come from being inside the city limits.
Of the 39,000 public water systems in
the Nation, 4,000 are of that type.

The water department managers do
not have much sympathy with the
water quality problems that are
brought on by building a subdivision to
avoid city water and sewage charges.

With that background, Mr. President,
as [ indicated earlier, I want to com-
mend my colleague, Senator SMITH, for
his concern for this problem. I mean it
is a real concern for real people, who
live in small towns all over this coun-
try. I have tried to express the concern
that I have today not only for their
economic health but for their real
health as well.

So I am going to recommend that the
Senate accept the amendment by the
Senator from New Hampshire. I am
sympathetic with the concerns that
bring him to the floor. The information
that is required to be developed by his
amendment will be useful in under-
standing the future of the drinking
water program. He was not a Member
of the Senate when we considered these
issues in 1986. He is now, and he is a
most valued member of the Committee
on Environment and Public Works, and
I look forward to working with him
and Senator LAUTENBERG as these ques-
tions are considered in the next reau-
thorization. With his assistance, I am
sure we will make progress in solving
the dilemma I tried to bring to my col-
leagues today.

Mr. SEYMOUR. Mr. President, I rise
in strong support of the Smith-Sey-
mour amendment to require the Envi-
ronmental Protection Agency to con-
duct a multimedia risk assessment of
radon before it promulgates any radio-
nuclide regulation under the Safe
Drinking Water Act. In light of the
ever increasing regulatory burden fac-
ing our Nation's municipal govern-
ments, it seem only reasonable to re-
quire the EPA to get a better feel for
the risk associated with radon in
drinking water before it regulates it.

In July 1991, EPA proposed a 300
picoCurie per liter standard for radon
in drinking water. Such a standard
would cost California $3.7 billion to
meet. No one would question even this
enormous expenditure if it could be
shown that such a standard would sig-
nificantly reduce the risk of radon ex-
posure for Californians. Unfortunately,
that is simply not the case. Tap water
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only contributes one to 5 percent of in-
door radon contamination. EPA’s own
Scientific Advisory Board has stated
that radon in drinking water is a very
small contributor to the overall risk of
radon exposure.

Our Nation is faced with many envi-
ronmental and public health problems.
We cannot afford to waste our valuable
resources on expensive efforts that do
little to protect the public's health.
The Smith-Seymour amendment will
help assure that the EPA views radon
risk reduction in a more holistic man-
ner. It is my hope that such a more
balanced approach will yield greater
environmental benefit at a lower cost.

I would like to take this opportunity
to thank Senator SMITH for sponsoring
this important measure, and the man-
agers of S. 792 for accepting it. I believe
this measure strengthens the Indoor
Radon Abatement Reauthorization Act
of 1991, and with its addition I intend
to fully support the bill.

Mr. SMITH addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from New Hampshire.

Mr. SMITH. Mr. President, 1 ne-
glected to mention that Senator SEY-
MOUR was an original cosponsor of this
legislation, and I also ask unanimous
consent that Senator WALLOP be added
as a cosponsor of the legislation.

The PRESIDING OFFICER. Without,
objection, it is so ordered.

The PRESIDING OFFICER. Is there
further debate?

The question is on agreeing to the
amendment.

The amendment (No. 1703) was agreed
to.
Mr. LAUTENBERG. Mr. President, I
move to reconsider the vote.

Mr. DURENBERGER. I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

Mr. SYMMS. Mr. President, I ask
unanimous consent that I might speak
for 10 minutes on the bill.

The PRESIDING OFFICER. Is there
objection?

There being no objection, the Sen-
ator is recognized for up to 10 minutes.

Mr. SYMMS. Mr. President, I have
been concerned about indoor air qual-
ity for many years now in the Con-
gress. As far back as 1974, when we had
our first big wave of legislation to
start stressing conservation of the
building codes and so forth, and Con-
gress dived headlong into pushing the
public into sealing public buildings air-
tight, and then they pressured the
American citizens to lock themselves
into little bubbles within their own
homes, I said then we should go slow
about change and that forcing the pub-
lic into these sealed homes until we
know a little more about what happens
to air quality.

Congress, in its zeal and so-called
wisdom in the early 1970’s, at the time
of the first boycott with respect to oil
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and energy supplies and higher escalat-
ing energy costs, acted anyway.

Now we have before us a bill that ad-
dresses some of these problems. People
have found out in time that a little
fresh air inside buildings saves a lot of
problems with respect to air quality.

The bill, for the most part, is a well-
balanced, measured response. The bill
does, however, put forward some new,
aggressive research initiatives and
clarifies the objections of the Federal
Indoor Air Quality Response Act and
gets some information out to those
people who may need it. So that part of
the bill, on the whole, is not a bad
thing.

I guess I should put it this way: I
think this is unneeded legislation. But
I also say to my colleagues who are
here before the Senate pushing this
legislation, on a scale of 1 to 10 on leg-
islation that would be detrimental to
the economy of the country, this is low
on the scale. I did not think it will do
any good. It is going to increase spend-
ing and help break the budget, and it is
part of the reason we have a $300-bil-
lion deficit.

But I do think that there can be
some meritorious comments made on
behalf of our colleagues pushing this
legislation, who want to make sure
that people have the basic understand-
ing of what radon levels mean, and
where the national radon education
program comes into effect. We cannot
just tell folks a given radon level and
expect they will know it is good or bad.

In the past, we have drastically over-
stated effects. I think what we need in
all of these pieces of legislation is more
sound science—more sound science. I
think that if you go to Canada and
look at the standards there as com-
pared to here, you get quite a different
story.

Mr. President, I think it also needs
to be said here on the floor that the ad-
ministration does oppose the enact-
ment of 8. 792. The bill's prescriptive
and regulatory requirements will dupli-
cate programs without significantly
lowering the radon qualities and levels.

The bill will also undermine pro-
grams designed to provide States with
the flexibility to develop self-sustain-
ing and cost-effective specific pro-

s.

The Federal Government is already
undertaking numerous programs to ad-
dress elevated radon levels in build-
ings. The EPA provides a wide range of
technical assistance to help States
identify and mitigate elevated radon in
residents, workplaces, and schools. The
EPA is also working with other Fed-
eral agencies to develop policies for
federally run programs.

The bill would inappropriately reau-
thorize the State radon program as a
federally subsidized program. This re-
authorization is contrary to the origi-
nal intent of the existing 3-year start-
up program, Mr. President. The pro-
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gram was designed with Federal assist-
ance after 3 years by gradually increas-
ing the State’s share. While the admin-
istration would not oppose a l-year ex-
tension at a reduced Federal share, it
opposes the longer extension.

The bill's unfocused requirements
that definitions will result in overcon-
trol and excessive societal costs where
radon levels are relatively low.

These definitions of priority radon
areas and target action points are too
broad and ignore the work that EPA
and other agencies have already done
to determine these areas.

The bill’s prescriptive regulatory ap-
proach is premature, given the state of
scientific and technical expertise in
mitigating radon. S. 792 will unneces-
sarily insert the Federal Government
into areas that have traditionally been
the province of States and local gov-
ernments. I am sure that does not slow
down the intent of those who are in
favor of this legislation, but I think it
is something that should be considered.

With respect to the cost—and I know
in terms of the legislation that passes
this Congress, one almost hesitates to
get up and talk about a bill that is as
small in terms of spending as this one.
But it is millions and millions of dol-
lars, Mr. President, and this is the fun-
damental problem that we have here
with respect to scoring this bill as pay
as you go.

S. 792 will increase spending. It is
subject to the pay-as-you-go require-
ment of the Omnibus Budget Reconcili-
ation Act of 1990, The budget point of
order applies in both the House and
Senate against any bill that is not
fully under CBO scoring. If, contrary to
the administration’s recommendation,
the Senate waives any such point of
order that applies to 8. 792, the effect
of enactment of this legislation would
be included in a look-back, pay-as-you-
go sequester report at the end of the
congressional session.

OMB'’s preliminary scoring estimates
of this bill are presented in the table
that I will read from.

In 1992, it will be $16 million; 1993, 8§56
million; 1994, $5 million; 1995, $56 mil-
lion; and 1992-95, a total of $31 million.

So, as I say, in terms of costs here, it
is not as bad as many pieces of legisla-
tion. But the principal point I think
should be understood by my colleagues
is that, as in many instances, this
radon problem is already being looked
at and undertaken by EPA and many
State indoor air quality agencies
throughout the country.

I believe the country would probably
be better off not to spend the $31 mil-
lion. Raise the issue, let the public find
out about it. Let the States worry
about this problem, and let EPA do
what they have been doing with respect
to an education program to the public
so that people are aware of it.

Basically, one way to avoid some of
the problems is to have a little fresh
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air and circulation inside of houses. It
is not all that complicated, but it is
one of those things that we have
brought largely on ourselves.

This bill speaks to a problem that
was brought upon the American people
by earlier actions of Congress.

1 would be remiss, also, if I did not
compliment my colleague from New
Hampshire for his amendment, which I
think is a substantial improvement to
the legislation with respect to water
quality.

Mr. President, I ask unanimous con-
sent that at the end of my remarks, a
Warren Brookes article of June 25, 1990,
be printed in the RECORD.

There being no objection, the article
was ordered to be printed in the
RECORD, as follows:

[From the Washington Times, June 25, 1990]
IRRATIONAL TOXIC GOAL
(By Warren Bookes)

If Congress and the Environmental Protec-
tion Agency get their way, American home-
owners will have to spend $1 trillion to bring
the radon levels in their houses down to nat-
ural background levels. Those levels are 70
percent lower than even the present EPA
danger target and they are the ludicrous
goal set by Congress as an amendment to the
1988 Toxic Substances Control Act.

A paper in this month's Journal of Envi-
ronmental Science and Technology says:
“The implications of measures needed to
achieve this goal are staggering. Even if it is
technically feasible, the costs would be pro-
hibitively large, on the order of $1 trillion
($10,000 to $16,000 per household times 70 mil-
lion households)."

Yet, as the paper points out, less than 3
percent of total risks of radon exposure are
among those who do not smoke. That's fewer
than 500 people per year nationwide. Ninety
seven percent comes from smoking and
radon. In other words, nonsmokers make up
60 percent of the population but only 3 per-
cent of the radon risk.

The author of this paper Is William
Nazaroff of Lawrence Berkeley Laboratory
at the University of California. He and his
colleague, Anthony Nero, are generally re-
garded as the nation's foremost experts on
radon risk and its mitigation.

Mr. Nazaroff’s paper is a scorching indict-
ment of the EPA and Congress for a radon
policy that *‘is developing without careful
analysis of the premises and objectives for
controlling risk in the indoor environment.”

In short, we have here a replay of Congress
and the EPA's asbestos disaster, where bil-
lions are being misspent because of a failure
to accurately identify real risk. In that case
as well, much of the miscalculation of asbes-
tos risk was failure to identify the 88 percent
role of smoking in the original study of as-
bestos exposure.

At the heart of the radon risk problem is
the fact that although the current risk esti-
mates project some 16,000 cancer deaths from
this source, *‘only 3 percent of this mortality
rate (about 500 cases) is projected to occur
among individuals who have never smoked.”
Even that is based on models which delib-
erately overstate risk by at least 10 to 100
times or more, suggesting an insignificant
public health risk.

The respected Journal of Health Physics
will soon publish a study by Dr. Linda Titus
Ernstoff of the University of Pittsburgh and
Dr. Thomas Gerusky of the Pennsylvania De-
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partment of Health, which shows that among
a sample of 800 residents of very high radon
exposure homes in the infamous, “Reading
Prong'—10 times the EPA danger level—
there was no evidence of raised lung cancer
death rates.

Partly because of this kind of data, Penn-
sylvania has adopted an official policy of of-
fering professional testing help only to those
whose basement canister readings are above
20 picocuries per liter. That's five times the
EPA level of 4 picocuries per liter and is the
same level now used in Canada to detect pos-
sible remediation targets.

The economic significance of this is huge.
At 20 picocuries per liter, less than 80,000
U.S. homes would need radon mitigation at a
cost of about $150 million or about 0.1 per-
cent of the cost of meeting the EPA's cur-
rent standard, which targets 8 million to 10
million homes. Mr. Nazaroff also suggests
that the Canadian 20 picocureis per liter
level would make more sense.

One reason, he says, is that ‘“More than 90
percent of the lung-cancer risk associated
with radon could be controlled by eliminat-
ing smoking without any changes in radon
concentrations.”

He estimates even the total cost of meet-
ing present EPA standards of 4 picocuries per
liter is about $20 billion. He points out that
““A reduction by about 3 percent in the num-
ber of cigarette smokers would reduce the
annual mortality due to lung cancer by the
same amount as a radon-mitigation pro-
gram” at current standards.

As Mr. Nazaroff puts it, “From a public
health perspective, the goal of reducing lung
cancer incidence may be more easily met by
changing the population’s smoking habits
rather than by aggressive measures to re-
duce indoor radon concentrations.™

This is reinforced by the work of Univer-
sity of Pittsburgh radiation physicist Ber-
nard Cohen. He looked at 411 U.S5. counties
and discovered the correlations between lung
cancer deaths and radon levels are on the av-
erage negative—higher radon levels are asso-
ciated with lower lung cancer deaths. A simi-
lar lack of correlation has been just reported
in a study of more than 200,000 medical
records in Florida.

Mr. Nazaroff says, “’It has not yet been pos-
sible and will be difficult in the future to
demonstrate a compelling association be-
tween environmental radon exposure and
lung cancer rates.”

In the March 1990 issue of Epidemiology,
Fanny Ennever of the Case Western Reserve
School of Medicine says the lifetime risk of
lung cancer for someone never exposed to
radon (at EPA danger levels) and who has
never smoked is 1.1 percent. That risk only
rises to 1.5 percent from 40 years of exposure
to EPA’s radon danger levels! By contrast,
the lifetime risk for the full-time smoker is
12.3 percent which rises to 15.8 percent with
radon exposure. She concludes: ‘‘Ceasing to
smoke is considerable more beneficial than
easing radon exposure”—and a whole lot less
costly.

RADON AND LUNG CANCER DEATHS

From all

eautes From radon
Current population (1986):
Never smoked ... 5,000 500
Former smokers 57,600 6,500
Current smokers 67,800 8,700

oMY oo coonsaniannai 130,400 15,700

Source: Lawrence Berkeley Laboratory, University of California, William
Nazaralf.

The PRESIDING OFFICER. Who
yields time?
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Mr. LAUTENBERG. Mr. President, a
parliamentary inquiry

The PRESIDING OFFICER. The Sen-
ator will state it.

Mr. LAUTENBERG. The time that
the Senator from Idaho just used was
in response to a unanimous-consent re-
quest; is that correct?

The PRESIDING OFFICER. The Sen-
ator is correct.

Mr. LAUTENBERG. Therefore, it
does not come off the bill, nor does it
come from the amendment that Sen-
ator WaLLOP will offer; is that correct?

The PRESIDING OFFICER. The Sen-
ator is correct.

Mr. LAUTENBERG. Mr. President, I
ask unanimous consent that we extend
the time that we are going to have on
the bill by another 20 minutes; 10 min-
utes equally divided.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

Who yields time?

Mr. LAUTENBERG. Mr. President, I
yield myself 3 minutes.

The PRESIDING OFFICER. The Sen-
ator is recognized for 3 minutes.

Mr. LAUTENBERG. Mr. President, I
want to very quickly respond to our
colleague from Idaho in terms of his
warm support for this legislation.

We heard very critical comments by
the Senator. I want to very quickly go
to the issue of direct spending. CBO has
declared that the bill will not result in
direct spending because of the commit-
tee amendment that was introduced
and approved by the Senate this morn-
ing.

So, to the Senator from Idaho, I
would just mention that the issue of di-
rect spending has been taken care of.
There was a technical amendment ac-
cepted by the Senate. So that elimi-
nated the problem of direct spending.

The other issue, Mr. President, is
whether we need a significant effort by
the Federal Government to deal with
the health problems caused by expo-
sure to radon or whether, as described
by my friend and colleague from Idaho,
it is an unneeded, unnecessary, insig-
nificant—I do not have the whole list
of adjectives that were used. The issue
is whether or not we are serious when
we talk about protecting the public
health.

We have a statement by the Assist-
ant Surgeon General, Dr. Houk, who
agrees with EPA that somewhere be-
tween 7,000 and 30,000 lung-cancer
deaths a year result from radon. Unfor-
tunately, people are not alarmed be-
cause they do not see it; they do not
smell it; and they do not taste it.
Therefore, it is not significant.

Mr. President, I yield myself 5 addi-
tional minutes, on top of the 3 that I
have already expended.

The PRESIDING OFFICER. The Sen-
ator is recognized for an additional 5
minutes.

Mr. LAUTENBERG. Mr. President,
we are looking at a health threat that
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in terms of lung cancer is second only
to smoking. And yet the Senator cas-
nally dismisses this threat to the lives
of so many, to the health costs for
dealing with lung cancer caused by
radon and the threats to children who
ingest air at a higher rate. I would ask
the Senator whether or not he thinks
we ought to ignore the problem of
radon in schools. There are very few
States around this country that do not
have a significant radon threat.

I took a trip to Sweden in 1985 to see
how that nation deals with the radon
problem. They do not permit houses or
buildings to be built unless they deal
first with the exposure to radon. They
take it seriously. I know the Senator
too well to believe that he would want
to casually dismiss this kind of a
health threat.

We have labels on cigarettes. We can
label the threat posed by radon by sim-
ply testing the homes. We are not talk-
ing about major costs. We do all kinds
of things to protect the public health.
So why is this suddenly something that
is so trivialized and dismissed? I do not
understand.

Mr. SYMMS. Mr. President, will my
colleague yield?

The PRESIDING OFFICER. Does the
distinguished Senator from New Jersey
yield to the Senator from Idaho for a
question?

Mr. LAUTENBERG. I am happy to
yield.

Mr. SYMMS. Mr. President, I in no
way want to trivialize the intent or
motives of our colleagues on the com-
mittee, but I would just point out there
is substantial evidence that comes
from the other side that indicates that
it may not be 20 million lung cancers
caused by radon.

Mr. LAUTENBERG. Twenty thou-
sand.

Mr. SYMMS. Twenty thousand.
There is not substantial evidence of
that.

To back that up, Mr. President, I
refer to the Warren Brookes article
that has been printed in the RECORD. It
speaks to that issue and speaks to
some of the overstatements that we
often hear. And EPA’s own remarks,
Mr. President, do not say that anyone
is getting lung cancer from radon.
They say they have suspicion, but they
do not really know.

I thank my colleague,

Mr. LAUTENBERG. Mr. President,
the debate about the seriousness of
radon has been dealt with very clearly.
In 1990, a report by the EPA Science
Advisory Board which—I mentioned in
my opening remarks—an expert panel
of scientists which provide technical
advice to the EPA Administrator, iden-
tified radon and other indoor air pol-
lutants as posing relatively high risks
to human health, compared to other
environmental threats.

So I think that with the scientific
evidence, we no longer have a debate
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about the seriousness of radon as a
health threat.

Mr. President, I yield the floor at
this point.

The PRESIDING OFFICER. Who
yields time?

Mr. WALLOP addressed the Chair.

The PRESIDING OFFICER. The
Chair recognizes the Senator from Wy-
oming [Mr. WALLOP].

AMENDMENT NO. 174
(Purpose: To clarify and improve certain pro-
visions relating to indoor radon abate-
ment)

Mr. WALLOP. Mr. President, I send
an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows:

The Senator from Wyoming [Mr. WALLOP]
proposes an amendment numbered 1704,

Mr. WALLOP. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

“SEC. 322. PERIODIC REASSESSMENT OF HEALTH
RISKS,

The Administrator, in consultation with
the heads of the National Academy of
Sciences and the Centers for Disease Control,
shall conduct a program to reassess, on. a
periodic basis, the human health risks asso-
ciated with radon exposure.”.

On page 36, line 4, before the semicolon, in-
sert “and include a summary of scientific
evidence that demonstrates the human
health effects of exposure to radon’.

On page 53, between lines 11 and 12, strike
the item relating to section 321 and insert
the following new items:

‘*Sec. 321. Citizens suits.
“Sec. 322. Periodic Reassessment of Health
Risks.”.

On page 55, after line 6, insert the follow-
ing new section:

SEC. 24. PERIODIC REASSESSMENT OF HEALTH
RISKS.

Title III of the Toxic Substances Control
Act (15 U.S.C. 2661 et seq.) is amended by
adding at the end thereof the following new
section:

Mr. WALLOP. Mr. President, I thank
the majority leader for his civility in
allowing me to go ahead with the
amendment.

Mr, President, the Senate is once
again engaged in one of our most per-
sistent, one of our most contentious
and certainly one of our most expen-
sive debates, the quest for an accept-
able level of risk for inhabiting our
planet. Risk comes in many forms. We
face physical threats, such as driving a
car, emotional threats, such as a per-
sonal failure or loss, and environ-
mental threats, such as eating an apple
sprayed with Alar.

One philosophy of government insists
that we should develop a zero-risk soci-
ety through government regulation.
The economic cost of the regulation
becomes a secondary issue. It is not
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surprising that the greatest govern-
ment burden on our economy today is
the cost of environmental regulations.
The Hansen report estimates that this
regulatory activity cost $400 billion an-
nually.

No doubt there is a need for environ-
mental regulation and standards. But
we do sometimes lose our way. Recall
the poor fellow we had standing stark
naked next to the chainlink fence sur-
rounding a coal-fired powerplant 24
hours a day for T0 years. The purpose
was to determine a Federal standard
for exposure to emissions from power-
plants using high sulfur coal. By re-
quiring scrubbers on all power plants,
we may have saved that fellow stand-
ing by the fence from lung cancer. But,
in the meantime, he caught a terminal
case of pneumonia.

We will never eliminate risk. What
we should do is focus on real hazards,
real threats. Tuberculosis is a example
of a real and immediate problem. We
thought we have virtually eradicated
TB in this country. But it is back, and
it is causing life-threatening health
problems in many communities. Obvi-
ously, our public health agencies
should respond to what some have de-
scribed as an epidemic of TB.

TB is a known, measurable, and con-
tainable risk. But, many health risks
are unknown, obscure, or latent. In re-
sponse to such environmental health
threats, we have relied on questionable
scientific methodology. For instance,
in banning saccharin, the Federal Gov-
ernment relied on research which stud-
ied the effects of giving rats 1,000 times
the normal daily dosage of saccharin.
Of course the rats got sick, and the
Feds banned saccharin. But, after mas-
sive costs to the industry and years of
conflict over the research, a mistake
was admitted and the ban was lifted.

More recently, animal studies dem-
onstrated that dioxin is an extremely
toxie carcinogen to some animals.
Once again, a serious health effect was
extrapolated to humans. When dioxin
was discovered in the soil at Times
Beach, MO, the Centers for Disease
Control recommended evacuation of
the town. The Federal Government
paid $36 million for the community,
and a $200 million cleanup was begun.

Families were destroyed, divorces oc-
curred, old people were uprooted from
homes and put in retirement centers
prematurely. But a $200 million clean-
up started

However by 1989, Vernon Houk, head
of the CDC’s Center for Environmental
Health told a congressional committee
that new evidence suggests that the
risk of dioxin had been wvastly over-
stated. Sometimes, even the scientific
method does not provide the correct, or
at least the total answer.

But, problems with the data has
never deterred Congress from enacting
legislation to regulate. Later this year,
attempts will be made to label oil and
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gas drilling muds as toxic wastes,
based on the wish that the muds are a
health hazard. If this were ever to be-
come law, have we improved public
health and reduced risk? No. But we
have fulfilled the environmentalists’
dream of stopping all domestic oil and
gas drilling.

Congress also bases decisions on in-
adequate scientific data. We banned
virtually all uses of all forms of asbes-
tos because of health risks based in
part on studies of exposure in ship-
yards during World War II. After an ex-
pensive effort in the schools and else-
where, questions have been raised
about whether all forms of asbestos are
a health hazard. One hundred years
ago, it was discovered that asbestos
was the most common mineral in Wyo-
ming. The airborne levels exceed that
in any building that exists in America.
I wonder whether my State would have
ever been settled if there had been an
EPA back in 1892,

Our latest adventure in health risks
involves radon. Much of the data on
health effects is based on studies of
uranium miners in Western States,
such as Wyoming, back in the 1950’s
and 1960’s. For many years, the miners
worked in unvented underground
mines. Many also smoked. The level of
lung disease was above the national av-
erage, so a new, serious health risk was
determined. The congressional re-
sponse is an expensive effort to eradi-
cate this indoor air pollutant.

Radon gas, as a byproduct of radio-
active decay, does have health effects.
The issues are, first, whether there is a
serious, prevalent public health threat,
and, second, what cost should society
undertake in response to this threat.
Two years ago, a paper by William
Nazaroff in the Journal of Environ-
mental Science and Technology stated,
“The implications of measures needed
to achieve this goal (of reducing indoor
radon levels to natural background lev-
els) are staggering. Even if it is tech-
nically feasible, the costs would be pro-
hibitively large” about $10,000 to
$16,000 per household, for a total of §1
trillion. Fortunately, the Senate has
scaled back its ambitions, and we will
only focus on radon testing and infor-
mation on mitigation. A colloguy I had
with the sponsor, Senator LAUTENBERG,
discusses this program from the per-
spective of public schools.

The Nazaroff paper also points out
for over 60 percent of the population,
they face less than 3 percent of the
lung cancer risks from radon exposure.
Why? Because they do not smoke. The
radon risk, whether with uranium min-
ers or other exposed groups, is most in-
tense for those who smoke.

As Nazaroff states:

More than 90 percent of the lung cancer
risk associated with radon could be con- «
trolled by eliminating smoking without any
changes in radon concentrations. A reduc-
tion by about 3 percent in the number of cig-
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arette smokers would reduce the annual
mortality due to lung cancer by the same
amount as a radon-mitigation program.

The solution to the radon risk is sim-
ple. We do not need a new, expensive
program to renovate our homes and
schools, we need an effective program
to reduce smoking. We do not need bill-
boards with skull and bones imposed
over a radon canister, as have recently
appeared around Casper, WY. We do
need accurate science, and responsible
legislation.

I would ask unanimous consent that
two articles published last fall in the
Cato Institute publication, ‘“Regula-
tion,” on the science of health effects
and on the radon threat appear at the
end of my remarks. Also, that a letter
explaining the administration’s posi-
tion on 8. 792 also be included in the
RECORD.

The PRESIDING OFFICER (Mr.
KoHL). Without objection, it is so or-
dered.

(See exhibit 1.)

EXHIBIT 1

[From Cato Review of Business &
Government, Fall 1891]
THE PERIOD AND PROMISE OF RISK
ASSESSMENT
(By Richard B. Belzer)

Unfortunately, the practice of risk assess-
ment by the federal government routinely
departs from the academic ideal. Federal
risk assessments continue to rely on con-
servative models and assumptions that effec-
tively intermingle important policy judg-
ments with science. This often makes it dif-
ficult to discern serious hazards from trivial
ones, and it distorts the ordering of the gov-
ernment’s regulatory priorities. These dis-
tortions typically lead to disproportionate
investments in reducing very small threats
to health and life. In some cases these distor-
tions may actually increase net health and
safety risks.

Widely acknowledged problems that con-
tinue to plague the practice of risk assess-
ment in the federal government were de-
scribed in the 1990 edition of the Regulatory
Program of the United States, an annual
publication of the Office of Management and
Budget. The issues were not new, nor was the
forum original inasmuch as previous editions
of the Regulatory Program had raised simi-
lar concerns. But the unusual candor of the
1990 edition provoked a storm of controversy
within federal regulatory agencies. The pol-
icy issues kindled by risk assessment, which
for years had been relegated to obscure sci-
entific journals, had finally become visible
to the highest levels of the federal govern-
ment.

The 1990 Regulatory Program highlighted
three concerns. First, the continued reliance
on ‘‘reasonable worst-case’' assumptions dis-
torts risk assessment and yields estimates
that may overstate the expected level of risk
by several orders of magnitude. Second, the
assumptions embedded in risk assessments
impart arbitrary ‘“margins of safety" for
which there is no scientific basis. The choice
of an appropriate margin of safety is a value
judgment that should remain the province of
responsible risk management officials, and it
is inappropriate to conceal it within osten-
sibly scientific risk assessments. Third, cur-
rent risk assessment procedures distort the
regulatory priorities of the federal govern-
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ment and direct scarce resources toward re-
ducing trivial carcinogenic risks while fail-
ing to address more substantial threats to
life and health.

Cancer risk assessment has become ex-
traordinarily controversial over the past few
years. It has been subjected to the crescendo
of criticism by prominent scientists, risk as-
sessment professionals, and policy analysts.
Defenders of the faith have responded in kind
by challenging the arguments of the accusers
with gusto and occasional vitriol. It remains
an open guestion whether risk assessment
can survive this internecine warfare.

Despite these battles over its underlying
validity, quantitative risk assessment plays
an increasingly important role in the federal
government's management of risks. Public
confidence in the government’s scientific ob-
jectivity never has been so important. Pol-
icymakers and risk management officials
need high-quality risk assessment to assure
an effective ordering of regulatory priorities
and to maintain (or perhaps to restore) pub-
lic confidence in the risk management proc-
ess. As former EPA Administrator William
D. Ruckelshaus noted in 1983, ‘“risk
assessment . . . must be based on scientific
evidence and scientific consequences only.
Nothing will erode public confidence faster
than the suspicion that policy considerations
have been allowed to influence the assess-
ment of risk.””

CURRENT RISK ASSESSMENT PROCEDURES

Risk assessments of chemical substances
in general (and possible carcinogens in par-
ticular) consist of a mixture of facts, models,
and assumptions. Facts are beyond dispute,
of course, but there is considerable debate
concerning the scientific merits of the mod-
els and assumptions commonly used in risk
assessment. In some cases a sclentific con-
sensus has developed to support a particular
model or assumption, but in many other in-
stances certain models and assumptions are
relied on simply because they reflect past
practices. Put simply, no scientific basis ex-
ists for some of the most critical models and
assumptions used to assess cancer risk.

These models and assumptions generally
lead to a substantial overestimate of risks.
That is, they lead to estimates of a “‘reason-
able worst case' rather than provide infor-
mation about the typical or average level of
risk, This bias arises within the procedures
used to estimate both hazard and exposure.
In fact, additional biases are embedded in so
many steps that in the final result risk as-
sessments often exceed by orders of mag-
nitude the risk posed to the average exposed
individual.

Several procedures generally used to ex-
trapolate the results from animal tests to
human risk are explicitly and intentionally
biased. Therefore, risk assessors often char-
acterize estimates as “‘upper-bound excess
lifetime cancer risks.” The term upper bound
means that there is a small (but known)
probability that the true (but unknown) risk
actually exceeds the wvalue specified. Of
course, the true risk is just as likely to be as
small as a corresponding lower bound, which
may be zero. Similarly, the caveat “life-
time' is added to reflect the assumption
that exposure to the substance in question
ocecurs continuously for seventy years.

It is also important to recognize that these
estimates refer to ‘‘excess’’ cancer risks. The
average American's lifetime risk of cancer s
approximately one in four. One-third of this
risk is attributable to smoking; another one-
sixth is related to diet. All other causes, in-
cluding environmental, occupational, and di-
etary exposures to carcinogens and aging,
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thus pose an average lifetime cancer risk of
one in eight. When a risk assessment is pub-
lished that suggests that a particular sub-
stance poses an “‘excess’’ cancer risk of one
in 10,000, this means that the lifetime risk of
cancer faced by the average non-smoking
American exposed to this substance may be
increased by as much as one tenth of one
percent.

Choosing between Animal Tests and Epide-
miology.—Animal testing enables scientists
to estimate risks before human health ef-
fects become evident. Animal tests can also
be conducted under tightly controlled lab-
oratory conditions that allow exposure to be
carefully calibrated. In contrast, epidemio-
logical studies must rely on less accurate ex-
posure measures, some of which (such as re-
call) are inherently biased. It is also easier
to control for confounding factors that
would systematically alter risk estimates
with laboratory animal tests than with epi-
demiological studies.

For these reasons, combined with an ethi-
cal aversion to delaying action until human
“body counts’ are available, animal studies
are the dominant source of risk assessment
data. Unfortunately, animal testing also suf-
fers from serious limitations. Laboratory
controls are by no means complete or suffi-
cient. They generally fail to control for total
caloric intake, for example, which has been
associated with an increased incidence of tu-
mors independent of exposure to possible
toxins. Even more important, there is no
generally accepted scientific basis for ex-
trapolating low-dose human cancer risks
from high-dose rodent bicassays. Current
practice reflects a collection of scientific
conventions for which there is little more
scientific support today than there was over
a decade ago when the procedures where first
developed.

Despite these problems, properly con-
ducted animal tests and epidemiological
studies both have useful roles to play in
quantitative risk assessment. Indeed, they
are complementary. The usual weaknesses of
epidemiological investigations—unreliable
exposure data, confounding effects—are read-
ily avoided in laboratory tests on animals.
Conversely, the weaknesses of animal tests—
problematic extrapolation from higher to
low doses, arbitrary conversion of animal ex-
posure to human equivalents—do not arise in
epidemiological studies. Careful risk assess-
ments incorporate both kinds of analysis to
ensure that the emerging pictures are them-
selves internally consistent.

Current practice among federal regulatory
agencies departs significantly from this
ideal. Animal tests are often preferred to ep-
idemiological studies when the former sug-
gest higher risks. In a recently proposed reg-
ulations concerning cadmium, for example,
the Occupational Safety and Health Admin-
istration (OSHA) proposed a new permissible
exposure limit based on a risk assessment
derived from an animal test rather than
from a high-quality epidemiological inves-
tigation. OSHA rationalized its preference by
pointing to the animal study's superior con-
trol of exposure and its capacity to predict
tumors at multiple sites. Animal tests inher-
ently have these advantages over epidemio-
logical studies, however, so the conditions
under which OSHA would rely on human
rather than animal data are unclear. But the
more important question Is whether OSHA
was also influenced by the fact that the data
from the animal test predicted low-dose can-
cer risks ten times greater than the data ob-
tained from the epidemiological study.

Biases Embedded in Cancer Risk Assess-
ment.—In many important ways the judg-
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ment that enter into animal-based risk as-
sessments are intended to amplify the result-
ing estimate of risk.

Sensitive Test Animals.—Animal bicassays
rely on homogeneous, genetically sensitive
strains of rats and mice. This enhances the
power of the test to detect abnormalities
such as cancer. Certain animal strains have
high rates of spontaneous tumor formation,
however, and some scientists question
whether observing elevated tumor rates in
such animals provides useful information in
estimating human cancer risk. Despite these
concerns, cancer risk assessments often pro-
ceed on the assumption that elevated tumor
rates found in sensitive animals are suffi-
cient to conclude that a substance is likely
to be a human carcinogen.

The use of sensitive animal strains is not
suggestive of bias per se, however, Rather,
the bias arises because federal risk analysts
often select the combination of species,
strain, and gender that yielded the most sig-
nificant tumorigenic response, and disregard
all other results. Because there is no sci-
entific basis for making such determina-
tions, this practice cannot avoid imparting
bias to federal agency risk assessments.

Severe Testing Conditions.—Current risk
assessment protocols require the use of very
high doses in animal tests. One group of ani-
mals is exposed to the highest dose that can
be administered without inducing chronic
excessive morbidity or mortality—the so-
called maximally tolerated dose. A second
group is exposed to one-half of this dose, and
a third group (if there is one) is exposed to
one-fourth of the dose. Typically, all of these
doses greatly exceed the level of exposure en-
countered by human populations.

Unfortunately, high doses may induce can-
cer for reasons unrelated to biological mech-
anisms that operate at low doses. At the
maximally tolerated dose substances often
cause severe Inflammation and chronic cell
killing. These doses may induce cancer sim-
ply because of chronic toxicity. For example,
formaldehyde administered at the maxi-
mally tolerated dose causes nasal tumors in
rats. These tumors appear to result from the
inflammation of the nasal passage tissues. It
is unclear whether the observed response is
due to high-dose toxicity or perhaps to some
other characteristic of the test species since
the observed tumor rates exceed by a factor
of twelve the rates found in the next-most-
sensitive species tested.

Some scientists have concluded that it is
not scientifically credible to use the results
from rodent tests performed at the maxi-
mally tolerated dose to estimate human
health risks arising from exposure to low
doses. By one estimate, about half of all
chemicals tested at the maximally tolerated
dose cause tumors In animal tests, and this
ratio appears to be the same whether the
chemical in question is natural or synthetic.
Two-thirds of these positive results drop out
at a dose equal to one-half the maximally
tolerated dose, however. This leads some sci-
entists to ask whether other factors besides
mutation (cell proliferation, for example)
may be the underlying mechanism behind
high-dose carcinogenesis. Such questions
have led to considerable pressure within the
scientific community to reconsider whether
maximally tolerated dose administration is
appropriate for estimating human cancer
risks.

Conversion from Animals to Humans.—
When relying on animal tests to estimate
human cancer risks, scientists must convert
exposures in the test animal to human dose-
equivalents. The two most common conver-
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sion formulas involve body weight and sur-
face area, and there are scientific reasons for
choosing either approach in individual cases.
The surface area approach leads to estimates
of risk that are between seven and twelve
times greater than those that derive from
the body-weight methods, however, and de-
spite the ambiguity of the underlying
science, EPA guidelines require the use of
the surface-area method except in extraor-
dinary cases.

Federal risk analysts have been working
for some time to resolve the dispute concern-
ing the appropriate conversion factor. This is
both a welcome development and a potential
problem. Although it is indisputable that
scientific consensus is desirable on this
issue, the anticipated resolution—using body
weight raised to the two-thirds power—ap-
pears to be more of a political compromise
than a scientific consensus. A uniform as-
sumption based on non-scientific concerns
may bury this legitimate scientific dispute
within the risk assessment process and leave
risk management officials and the public un-
aware of one more significant area of sci-
entific uncertainty.

Selective Use of Alternative Studies.—Fed-
eral risk assessment guidelines recommend
that relevant animal studies be considered
irrespective of whether they reveal a posi-
tive relationship. These guidelines give ap-
propriately greater credence to studies that
show a positive response than to studies that
are ambiguous or negative. In practice, how-
ever, a single positive study may overwhelm
a host of negative studies.

A recent example of the selective use of al-
ternative studies is the EPA’s decision to
ban the plant growth regulator daminozide
(Alar). The scientific basis for this decision
was a single positive animal bioassay. Ac-
cording to the EPA’s cancer risk assessment
guidelines, overcoming such a classification
requires, at a minimum, two “essentially
identical” studies showing no positive rela-
tionship. In the case of Alar, however, a
more stringent test appears to have been ap-
plied. Three high-quality studies failed to
show significant effects, but they received
little or no apparent weight in the classifica-
tion decision. In cancer risk assessment,
once a statistically significant positive re-
sult has been obtained in one test species,
strain, or gender, the statistical burden of
proof shifts to the no-effect hypothesis. Be-
cause it is logically impossible to prove a
negative, however, these procedures estab-
lish a virtually irrebuttable presumption in
favor of the carcinogenesis hypothesis.

A more defensible approach is to assign
welghts explicitly to each relevant study
that meets the minimum standards of seci-
entific quality. Such a procedure would ac-
tively seek to incorporate in a scientifically
appropriate manner all the information
available at the time a decision must be
made. Risk analysts shy away from such a
process because they consider any weights to
be subjective emendations lacking scientific
basis. Although this concern is certainly
valid, the absence of an explicit weighting
system leads to an equally subjective but
hidden implicit weighting scheme. A weight-
of-evidence procedure with documented
weights would reflect the informed judgment
of respected scientists, whereas the existing
procedure is both undocumented and politi-
cally unaccountable.

The Choice of Dose-Response Model,—Hav-
ing selected a single data set from among the
laboratory animal tests, risk analysts must
then extrapolate low-dose human risks from
the data generated by high-dose animal
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tests. They use mathematical models to do
this.

No single mathematical model is accepted
as generally superior for extrapolating from
high to low doses. Rather than be a scientific
footnote to the risk assessment process,
however, the choice of model thus becomes
an important policy issue. For example,
when OSHA used five different dose-response
models to estimate cancer risks from cad-
mium, risks at moderate doeses varied by a
factor of 100. At doses in the range of the
proposed exposure limit, two of the five mod-
els yielded excess lifetime cancer risk esti-
mates on the order of of one in 1,000, a level
often regarded by policymakers as unaccept-
able. Two other models predicted essentially
zero risk, however. Since none of the five
models enjoys a biologically superior basis
for estimating low-dose risks, the choice of
dose-response model became a critical policy
decision.

The preferred procedure under such cir-
cumstances would be to explicitly develop a
subjectively derived ‘‘best’” estimate or risk
distribution while fully informing both polit-
ical officials and the general public as to the
uncertainties involved. In the case of OSHA's
cadmium proposal, however, this practice
was not followed. Agency staff used a multi-
stage model to determine whether low-dose
exposures constituted a significant risk and
estimated both the baseline risks and the
benefits from regulation solely on the basis
of this embedded policy choice.

The multistage model is the most com-
monly used method for estimating low-dose
risks. Various features of the model typi-
cally cause it to produce high risk estimates
even when the data are poor or inconsistent.
Morever, it yields higher risk estimates than
many other models that have equal sci-
entific plausibility. The linearized multi-
stage model, a special version of the multi-
stage model, is much more inherently con-
servative than the multistage model because
it is explicitly and intentionally biased.
Some agencies routinely use the linearized
multistage model despite (or perhaps be-
cause of) its additional inherent bias. This
practice lacks any basis in either biology or
statistics. Ironically, the degree of hidden
bias is greatest where the true risk is the
lowest.

Advocates of the linearized multistage
model argue that it offers important advan-
tages over alternatives. For example, they
say that it is more “stable'’’ than alternative
models and that this stability is a desirable
trait in the face of uncertainty. In addition,
proponents contend that using the same
model across a variety of chemicals provides
a “‘yardstick’ for comparing relative poten-
cies and thus for ranking relative risks. Fi-
nally, advocates of this model argue that it
is prudent risk assessment practice to err on
the side of caution when dealing with poten-
tially carcinogenic substances. None of these
arguments has any merit.

The observed statistical “stability™ in the
linearized multistage model arises because
the model is insensitive to the data it is sup-
posed to fit. Stability arises from an inten-
tional specification error, not from any de-
sirable characteristic of the model. By con-
straining the data to fit the model, risk ana-
lysts implicitly display greater scientific
confidence in the model than in the underly-
ing data.

The yardstick argument in favor of the lin-
earized multistage model fails because it in-
stitutionalizes these systematic biases. Any
rank-ordering of chemical hazards based on
this model will be biased in theory as well as
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in practice. An especially pernicious use of
the yardstick argument is the assertion that
it enables government agencies to set regu-
latory priorities. Besides the structural bias
implied in the model, further bias occurs be-
cause the model fails to take account of
human exposure. This failure virtually guar-
antees that regulatory priorities will be
misordered. For example, in the air toxics
title of the recently enacted Clear Air Act
amendments, Congress gave special consider-
ation to the cancer risks said to be associ-
ated with dioxins. It is reasonable to believe
that the congressional concern about dioxin
was motivated substantially by the very
high potency estimate for one of those
chemicals—an estimate that Is widely be-
lieved by scientists to be a gross overesti-
mate of the true risk.

Proper model specification is the founda-
tion of modern statistical methods, so chal-
lenges to the multistage model should be ex-
pected and encouraged as better data and im-
proved models become available. Indeed,
change is a hallmark of scientific inquiry;
policies that institutionalize any particular
model specification effectively stifle sci-
entific advancement.

In practice, however, use of other models is
generally discouraged. For a risk assessment
to be based on an alternative model, there
must be substantial seientific evidence sup-
porting the alternative. Instead of incor-
porating the latest scientific information
and statistical procedures, current federal
agency practices discourage such advance-
ments by communicating a generic mistrust
of alternatives. The resulting value judg-
ments embedded in the multistage models
were never explicitly approved by risk man-
agement officials. In many cases government
officials charged with making difficult regu-
latory decisions are never even aware of the
implicit policy judgments of staff risk ana-
lysts.

Biases Embedded in Human Exposure Esti-
mates.—It is a generally accepted principle
of exposure assessment that estimates
should be based on realistic scenarios, with
appropriate consideration of uncertainty.
Nevertheless, regulatory agencies often rely
heavily on “reasonable worst-case" environ-
mental conditions, base human health as-
sessments on the so-called maximum ex-
posed individual, and assume that exposure
occurs constantly over an entire lifetime,
even when it is intermittent or short-lived.
Each of these assumptions tends to overstate
the estimate of average human risk. In com-
bination these biases are multiplied so that
the final result is a cascade of biases that
may mislead policymakers and create undue
public alarm. Most disturbing, perhaps, is
that excessive blas in risk assessment en-
courages regulatory initiatives that promise
more protection from the ravages of cancer
than policymakers can possibly deliver.

“Reasonable Worst-Case” Exposure Condi-
tions.—When exposure data are available,
they often relate to unusually sensitive envi-
ronments or highly contaminated condi-
tions. But agencies frequently use these data
to estimate regional or nationwide environ-
mental exposures under the false assumption
that unusual localized circumstances apply
rather generally.

In a recently proposed rule governing the
allowable level of synthetic organic chemi-
cals in drinking water, the EPA estimated
the level of existing contamination by using
a handful of state studies. These studies had
been undertaken to measure contamination
levels at previously identified ‘““hot spots,”
not to characterize nationwide exposures.
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Nevertheless, data from these studies were
extrapolated nationwide. After combining
modelling assumptions, hot spot data, and
conservative potency estimates derived from
the hazard assessment process described ear-
lier, the EPA estimated a baseline cancer in-
cldence of seventy-four cases per year. But
the true incidence is very likely to be much
lower simply because of the extreme envi-
ronmental conditions on which nationwide
exposure sstimates were based.

The “Maximum Exposed Individual.”"—
Risk analyses must also consider the condi-
tions under which humans may be exposed.
Actual exposure varies considerably depend-
ing on location, population mobility, and a
host of other factors. But exposure estimates
are often based on the “maximum exposed
individual,” a hypothetical person whose ex-
posure represents the worst case.”’ Exposures
to environmental contaminants are gen-
erally assumed to occur twenty-four hours
each day for seventy years, Occupational
cancer risks are based on an analogous con-
struct—a hypothetical worker who is ex-
posed at the permissible exposure limit eight
hours per day, five days per week, fifty
weeks per year over a forty-five-year work-
ing lifetime. Risks to the entire exposed pop-
ulation are often estimated by assuming
that all are exposed at levels equivalent to
the maximum exposure—a statistical ab-
surdity that imparts a substantial and quan-
tifiable bias.

Risk assessments focused on the drinking
water pathway offer another example of ex-
posure bias. First, adults are assumed to
drink two liters of tap water per day, but the
average adult consumes only 1.4 liters of all
beverages per day, less than half of which is
drinking water. Second, the full daily con-
sumption of drinking water is assumed to
come from the same contaminated source,
but the average adult spends more than one-
half of all waking hours away from home. Fi-
nally, exposure is assumed to occur for sev-
enty years, but the average person spends
just nine years at any one residence. Each of
these assumptions may be plausible for a
small subset of the exposed population, but
the likelihood that anyone is accurately
characterized by all three is extremely re-
mote. Indeed, these three assumptions lead
to estimates that exceed the average level of
exposure by a factor of more than fifty.

The design of cleanup plans for hazardous
waste sites offers another example in which
biased assumptions are used to estimate
human exposure. The procedures give special
weight to unusually sensitive subpopula-
tions, such as children, pregnant women, the
elderly, and those with chronic illnesses.
Children's exposure is generally estimated
by assuming that half of nearby households
include children and that one child from
each household plays at the hazardous waste
site. Soil ingestion exposures are based on
children who intentionally eat dirt. For air
exposures, all nearby residents are assumed
to spend the entire day within the contami-
nated zone. Dermal exposures are similarly
calculated on the basis of worst-case condi-
tions and assumptions.

A common defense for these biased expo-
sure assumptions is that risk assessments
often fail to measure risks from all relevant
pathways. Risk assessors thus account for
what they cannot estimate by intentionally
exaggerating what they can. This was the
case for many years because analytic meth-
ods for some pathways were considered ex-
cessively primitive. More recently, however,
federal risk analysts have working diligently
to capture multiple pathways. It is now

4769

quite common to see risk assessments that
estimate risks from inhalation, dermal ab-
sorption, and ingestion through drinking
water, meat, milk, home-grown vegetables,
and locally caught fish. These efforts to ana-
lyze pathways comprehensively have not di-
minished the use of conservative exposure
assumptions, however. These assumptions
are simply extended to the additional path-
ways. The resulting exposure scenario com-
bines the reasonable worst case from each
pathway into a mega-worst case.

Assumptions versus Real-World Exposure
Data.—These exposure assumptions are typi-
cally used in lieu of real-world data, even
when such data exist. Risk estimates are
only as good as the data and assumptions
used to create them, and even small biases in
assumed exposure levels can result in sub-
stantial overestimates of average risk.

For example, regulatory agencies may not
have statistically reliable real-world data on
pesticide residues in agricultural products,
and they also may not know the proportion
of a given crop that has been treated with a
particular pesticide. A common resolution of
these uncertainties is to assume that resi-
dues are equal to the regulatory “tolerance"”
(the maximum level allowed to be present in
food sold in interstate commerce) and that
100 percent of the relevant crop has been
treated. Both assumptions are likely to over-
state actual exposure, but they are encour-
aged by agency guidance as mechanisms in-
tended to produce inflated estimates of risk.

When data are available, the extent of this
bias becomes evident. In a recent pesticide
review the EPA reduced its earlier upper-
bound excess lifetime cancer risk estimate
by a factor of 100 when its exposure assump-
tions were replaced with real-world data.
The EPA then still acknowledged that
upperbound risks were probably overstated
because field tests were performed on the
basis of applications at the maximum legal
rate and as close to harvest as the label per-
mits. Similarly, feeding studies assumed
that animal diets were dominated by
feedstuffs containing relatively high resi-
dues, such as almond hulls and raisin waste.
As the EPA noted, even if these assumptions
accurately reflected typical animal diets,
they would do so only for portions of Califor-
nia where almonds and raisins are grown.
Nationwide extrapolations based on these
unusual diets significantly overstate average
exposure.

IMPLICATIONS OF BIASED RISK ASSESSMENT FOR
REGULATORY DECISIONMAKING

The primary purpose of risk assessment s
to provide data and analysis that can serve
as the foundation for making risk manage-
ment decisions. This requires the synthesis
of information concerning risks and exposure
levels into a coherent package that can be
used to develop regulatory options.
Decisionmakers can then use risk estimates
as inputs in their regulatory analysis.

Unfortunately, risk information tends to
be presented in ways that frustrate regu-
latory analysis and mislead decisionmakers.
First, the substantial uncertainties underly-
ing risk estimation are generally discarded
in favor of reporting only point estimates.
Decisionmakers are thus led to believe that
scientists have determined the actual level
of human cancer risk. Second, the point esti-
mates provided do not represent the expected
values of the underlying risk distributions.
Instead, they are laden with biases. Both of
these factors imply that regulatory choices
may differ systematically from what they
would have been if decisionmakers had been
fully and accurately informed.
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Failure to Quantify Uncertainty.—Sci-
entists agree that uncertainties should be
quantified and presented to decisionmakers
as part of the risk assessment package. In
practice, regulatory proposals that utilize
risk assessment rarely provide this informa-
tion, nor do they analyze the implications of
uncertainty. Virtually all risk assessments
prepared in support of regulatory decision-
making identify only the upper-bound risk
estimates.

The difference between upper-bound and
expected-value estimates may be consider-
able. The EPA's current upper-bound risk es-
timate for dioxin may be 5,000 times greater
than the expected-value estimate. The
upper-bound risk estimate for
perchloroethylene (the primary solvent in
dry cleaning) exceeds the expected value es-
timate by a factor of about 35,000. the signifi-
cance of these distortions becomes evident
only when agencies strive to avoid them. For
example, the EPA’s recent decision to ban
asbestos relied on epidemiological data rath-
er than animal studies and on the geometric
mean from a collection of studies rather
than the highest risk estimate awvailable.
These simple improvements in risk assess-
ment combined to reduce the estimated risk
of lung cancer by a factor of ten and the esti-
mated risk of mesothelioma by a factor of
twenty.

In many instances decisionmakers are not
informed that risk estimates differ because
of underlying methodological and policy
choices. In the EPA’'s draft proposed rule
limiting emissions from coke ovens, for ex-
ample, cancer risks were estimated on the
basis of the linearized multistage model de-
scribed above. In previous rules involving
similar types of risks, however, the EPA has
used a maximum likelihood procedure de-
signed to identify the expected value of the
dose-response mode. Unsurprisingly, the lin-
earized multistage model projected higher
risks. To the extent that decisionmakers
were not informed that the higher risk esti-
mate was largely due to the use of a different
extrapolation procedure rather than to any
fundamental change in scientific knowledge,
choices based on this risk assessment were
likely to reflect misunderstanding rather
than science.

Some risk estimates are so large as to defy
all reason and common sense. In a recent de-
cision to list spent wood-preserving chemi-
cals as hazardous wastes, the EPA provided a
table listing all of the contaminants in the
waste stream, the levels of these constituent
chemicals, and the calculated groundwater
risks based on specified but arbitrary dilu-
tion and attenuation factors. When the risks
posed by these individual contaminants are
summed, they yield an estimated upper-
bound excess lifetime cancer risk of forty-
two. This implies that an individual exposed
to the diluted form of this waste stream
could expect to die from cancer every two
years for seventy years.

Misordered Priorities, Perverse Out-
comes.—Logically, one would expect that
routine exaggeration of likely risks would
lead to inefficient regulatory choices.
Decisionmakers, convinced that a certain
substance or activity poses a significant
threat to public health, may well take ac-
tions that they would otherwise resist. Nev-
ertheless, decisionmakers would still be able
to establish sensible priorities as long as all
risk estimates were equally exaggerated.

Federal risk analysts are not consistent in
their assessments of different risks, however.
This makes it difficult to determine which
activities pose the greater risks or to estab-

CONGRESSIONAL RECORD—SENATE

lish reasonable priorities for regulatory ac-
tion. The bias in risk assessment is espe-
cially severe with respect to carcinogens. It
is thus reasonable to expect that other
health and safety risks tend to receive rel-
atively less attention and weight than they
would if different types of risk were meas-
ured more consistently. Society implicitly
bears greater total risks because the bias in
cancer risk assessment has misordered regu-
latory and budgetary priorities.

Conservative risk assessments can lead to
truly bizarre regulatory decisions. When the
EPA established its new “toxicity char-
acteristic for hazardous waste,” the agency
also identified twenty-five organic chemicals
that, if detected above specified thresholds,
would render a waste stream *“hazardous.”
This designation is significant because it
triggers expensive treatment and disposal re-
quirements. Biased risk assessment proce-
dures dictated very low thresholds for these
organics.

Several months after promulgating the
regulation, the EPA learned that common
chlorofluorocarbons (CFCs) may contain
trace levels of carbon tetrachloride and
choroform—two of the twenty-five organic
chemicals listed. Further, under previously
established EPA rules the act of removing
these CFCs from refrigeration units for recy-
cling made them “solid wastes." Thus, any-
one seeking to reclaim CFCs rather than to
vent them to the atmosphere faced a rather
difficult decision. The required testing of
these ‘“‘solid wastes” would trigger a *“haz-
ardous waste” designation and the full
weight of expensive regulation under the Re-
source Conservation and Recovery Act.
These burdens could be avoided only by
doing the wrong thing—venting the refrig-
erants to the atmosphere.

After discovering this problem, the EPA
moved quickly to suspend the application of
the toxicity characteristic to CFCs, but the
event symbolizes the perversities that can
result from conservative risk assessment. As
it happens, the same CFC compounds that
would have been hazardous wastes if re-
claimed from refrigeration units are also
used as inert propellants in a variety of
pharmaceuticals—including the inhalers
that asthmatics rely on to breathe freely.

Finally, the use of biased risk estimates
may actually increase individual risk, even
in situations in which cancer is the only con-
cern. Regulatory actions taken to address
what are in fact insignificant threats may
implicitly tolerate or ignore risks that are
far more serious. For example, before it was
banned, ethylene dibromide (EDB) was used
as a grain and soil fumigant to combat ver-
min and molds. Vermin transmit disease,
and molds harbor the natural and potent car-
cinogen aflatoxin B. The estimated human
cancer risk from the aflatoxin contained in
one peanut butter sandwich is about sev-
enty-five times greater than a full day’s die-
tary risk from EDB exposure. By eliminating
the relatively small hazard from EDB, fed-
eral officials may have intensified the rel-
atively potent threat of aflatoxin.
STRATEGIES FOR IMPROVING RISK ASSESSMENT

The practice of risk assessment is ex-
tremely complex and fraught with con-
troversy. The underlying problem is inher-
ently difficult to analyze, and the stakes in-
volved are enormous. Seemingly innocuous
choices made in assessing risk often ‘have
huge consequences.

The problems identified here do not imply
that risk assessment should be abandoned,
although increasing dissatisfaction with the
process has intensified the pressures to do
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so. For risk assessment to survive as a useful
component of regulatory analysis and deci-
slon making, dramatic changes must occur
that will restore its credibility and rel-
evance,

Renewed Commitment to Separating
Science from Policy.—First, heroic efforts
must be made to separate science from pol-
icy. Criticisms leveled more than a decade
ago by the National Academy of Sciences are
still unanswered. Risk assessment remains a
seamless web of science and value judgment
that is impenetrable by the average citizen
and wholly lacking in public accountability.
Confidence in government as a risk manage-
ment institution cannot improve until the
credibility of risk assessment as a scientific
enterprise is restored,

Regulatory agencies tend to be institution-
ally resistant to change, Scientific advance-
ments in risk assessment methodology that
implicitly cast doubt upon earlier decisions
are particularly distressing. Although this
phenomenon characterizes many institu-
tions, it appears to be especially pernicious
with regard to regulatory agencies and risk
assessment. Thus, a formulaic approach to
risk assessment has evolved in which depar-
tures from the accepted pattern are inher-
ently controversial simply because they are
different. The process needs to be reopened
to admit a wider variety of new ideas,
hypotheses, and results.

Develop Risk Distributions in Lieu of
Point Estimates.—Perhaps the single most
important reform needed is the replacement
of upper-bound estimates with risk distribu-
tions. There are a variety of analytic meth-
ods available for estimating distributions
and retaining the uncertainties of risk anal-
ysis. While these methods were
computationally quite difficult a decade ago,
contemporary computer technology is more
than adequate for the task.

Besides enabling risk analysts to commu-
nicate uncertainty, risk distributions are
compatible with efforts to incorporate all
the avallable information. Risk assessments
would be far less sensitive to individual as-
sumptions, model choices, and data, and
they would reflect scientific and statistical
advancements more quickly.

The role played by decisionmakers would
be enhanced in such a setting, If
decisionmakers wanted to choose a very 2au-
tious strategy, they could do so and explic-
itly apply a margin of safety in the final de-
cision. The public and affected parties would
also benefit from knowing the full risk dis-
tribution and its expected value, rather than
learning only an alarming estimate implic-
itly derived from the distribution’s upper
tail.

Sensitivity Analysis of Major Parameters
and Assumptions.—In the short run, risk as-
sessments would be substantially improved if
analysts performed sensitivity analyses on
those parameters and assumptions that are
believed to dominate the outcome. This is
the conventional practice in benefit-cost
analysis where both sides of the economic
ledger are often characterized by consider-
able uncertainty. There is no reason why fed-
eral risk assessments should not be so rigor-
ous as the economic analyses that agencies
perform in support of regulatory decision-
making.

CONCLUSION

Risk assessment lies at a crucial stage in
its evolution. Whether it will survive as a
useful policymaking instrument will ulti-
mately depend on whether the risk assess-
ment profession responds to long-standing
concerns such as those discussed here. An ob-
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jective observer could well interpret the pat-
tern of blas—as extensive, pernicious, and re-
sistant to reform as 1t appears to be—as a
malignant invasion of such magnitude that
the organism cannot be saved. Whether risk
assessment ultimately survives will depend
on whether the methodology (and its practi-
tioners) can adapt to the changing needs of
policy officials and decisionmakers and can
incorporate the latest advances in science.
[From Cato Review of Business and
Government, fall, 1991)
RADON TODAY: THE ROLE OF FLIMFLAM IN
PUBLIC POLICY
(By Philip H. Abelson)

The Environmental Protection Agency and
some members of Congress are embarked on
a questionable radon program that will en-
tail great costs and produce trivial benefits.
The costs include huge financial expendi-
tures for renovation and new construction in
schools, residences, large buildings, and fed-
eral buildings, as well as fees for litigation.
The program also will cause needless anxiety
for millions of people.

In its warnings to the public and in its
guidelines the EPA adopts what it calls a
conservative approach. It gives credence to
the piece of evidence or analysis that implies
the greatest risk or danger. Solid evidence
that the risk is minimal is disregarded. As a
result of that approach to asbestos, radon,
and industrial chemicals, our country is on
the road to wasting a trillion dollars or more
to obtain negligible health benefits.

This article will analyze the shaky sci-
entific basis on which the EPA has set goals
for radon levels. It will provide evidence that
EPA estimates of the carcinogenicity of
radon at low levels are unreliable, and it will
describe some of the efforts of the EPA to
frighten the public.

The EPA has issued many statements
about the number of lung cancer deaths at-
tributable to radon. The numbers vary but
are of the order of 16,000 per year, with an
upper limit of 43,200 per year. The numbers
are not supported by epidemiological stud-
ies, but are based on limited data derived
mainly from experiences of uranium miners.
The data, many of which are based on high
exposures in dusty unventilated mines, have
been extrapolated to low doses in relatively
dust-free living rooms.

Shortly after World War II, the Atomic En-
ergy Commission embarked on a high-prior-
ity program to develop domestic sources of
uranium. A high price was established for
crude uranium-containing ores. John Mor-
gan, a purchasing agent for the Atomic En-
ergy Commission in the early days, observed
that many truck drivers and other amateurs
had used geiger counters to prospect for ura-
nium. As result, a substantial number of the
prospectors became millionaire miners. In-
deed, about 2,000 small mines were soon pro-
ducing uranium. Morgan called the mines
“dog holes” since in many cases the opening
were scaled to a size more comfortable for
dogs than for humans. The early mines were
not ventilated. Howard L. Kusnetz, who as
an officer of the U.S. Public Health Service
from 1951 to 1971 monitored conditions in the
uranium mines of the Colorado Plateau and
developed improved methods of radon deter-
mination, told of primitive conditions in the
small mines in which he crawled to measure
radon levels. He spoke of the early difficul-
ties of obtaining reliable results and stated
that many of the reported measurements
were made by miners. Their data were not
reliable and tended to understate exposures.

The wvast majority of the miners were
smokers. In the cramped mine quarters, all
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those present inhaled the smoke. But during
the 1850s the small unventilated mines con-
tained more than cigarette smoke and radon.
There were also nitrogen oxides and mineral
dusts. The dust itself contained uranium and
its decay products, Beyond the effects of ra-
diation were the lung irritant effects of the
dust itself. It is well known that asbestos
workers who smoked had a greatly enhanced
frequency of lung cancer. In any event, con-
ditions in the mines were not conducive to
good health. Silicosis, chronic obstructive
pulmonary disease, and other noncancerous
lung pathologies were noted In nonsmokers,
The miners—smokers and nonsmokers—were
exposed to pathology-inducing mineral irri-
tants not present in one's home.

The EPA's statements on the carcino-
genicity of radon and its decay products de-
pend heavily on a report of a committee of
the National Research Council—the so-called
BEIR IV report. That report is largely based
on a survey of literature relevant to uranium
miners on the Colorado Platean and includes
references before 1987. It is a careful study,
but it can be no more reliable than the frag-
mentary data available to the committee. A
table in the document indicates how poorly
radon exposures were monitored during the
1950's. For example, in 1955 radon was meas-
ured in only four of more than 2000 mines. In
the interval from 1951 to 1958 the fraction of
mines monitored seldom exceeded about 7
percent. The committee did recognize that
the data and models on which they based
their report were controversial. The coun-
cil’s report concluded: “In summary, a num-
ber of sources of uncertainty may substan-
tially affect the committee’s risk projec-
tions; the magnitude of uncertainty associ-
ated with each of these sources cannot read-
ily be quantified. Accordingly, the commit-
tee acknowledges that the total uncertainty
in its risk projection is large.”

The one conclusion of the report that is
valid beyond doubt is that at high doses of
radon, miners who are cigarette smokers ex-
perience an enhanced incidence of lung can-
cer. The data with respect to nonsmokers are
less impressive. Only small numbers of can-
cers are involved in this cohort.

In its projections to estimate dangers asso-
ciated with low exposures, the committee
made the conventional assumption that risk
is a linear function of dose. That is, one can
extrapolate from high-dose effects to predict
those at low doses. This assumption has
never been proved.

Many epidemioclogical surveys and various
surgeon General's reports have linked ciga-
rette smoking with the incidence of lung
cancer and other pathologies. Each year
about 140,000 smokers die of lung cancer. In
the days before smoking became prevalent
(from 1920 to 1930) lung cancer was a rare dis-
ease. Radon levels in residences then were
comparable to or greater than those now ex-
isting. In fact, the average radon levels expe-
rienced by people in the early 1900z were
probably considerably higher than those of
today. Radon is formed in soil and accumu-
lates in households largely through leakage
through the basement or bottom floor.
Amounts of radon are greatest at the lowest
floor level and much lower higher up. In to-
day’s apartment living residents receive
much lower exposures than in the past. The
historical data indicate that with moderate
exposure to radon, nonsmokers are not sub-
ject to lung cancer. Rosalyn Yalow, a Nobel
laureate, reported: ‘‘According to American
Cancer Society statistics the age-adjusted
lung cancer death rates in 1930 were 5 per
100,000 for males and 2.5 per 100,000 for fe-
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males. At the present time, the rates are
about 15-fold higher for men and 10-fold high-
er for women,”" The increased death rate is
clearly linked to increased smoking.

The EPA has estimated that among a total
of 140,000 lung cancer deaths, as an upper
limit as many as 43,200 might be due to
radon. Such a large number—whether 43,200,
20,000 or 16,000—should be glaringly evident
in the population from even a casual epide-
miological survey. A large number of homes
have been monitored. The EPA has provided
data for levels of radon in thirty-four states.
Five states in the Midwest, including Towa,
have the highest radon levels. Taken to-
gether, those states were recorded as having
about twice the national level. The lung can-
cer incidence in those five highest radon
states was reported as only about 80 percent
of the national average, however. Studies in
other regions by Dr. Bernard Cohen and Dr.
Ralph Lapp have yielded similar results.
Lapp compared rates of lung cancer deaths
in counties in New Jersey. Some counties
over the Reading Prong have very high radon
levels, Atlantic Coastal Plain counties have
low radon levels. Warren County has thir-
teen times as much radon as the Coastal
Plain counties, but rates of lung cancer
deaths were the same in both regions. Mod-
erate but higher than average levels of radon
correlate with beneficial lessening of the in-
cidence of lung cancer, This s a finding that
appears to hold elsewhere in the world.

Doctor Yalow has also commented on the
epidemiological findings: *‘In the three
states with the highest mean radon levels in
home living areas (Colorado, North Dakota,
Iowa: 3.9, 3.5, 3.3 pCi/liter respectively), the
lung cancer death rate averages 41 per
100,000, and in the three states with the low-
est radon levels (Delaware, Louisiana, Cali-
fornia: 0.75, 0.96, 0.97 pCi/liter respectively),
the rate averages 66 per 100,000."”

The observation that small doses of radi-
ation need not be harmful is counter to a
widely accepted hypothesis of radiation bio-
physicists. But the hypothesis was created
more than fifty years ago at a time of igno-
rance because of the absence of solid data.
Actually, some experimental data indicate
no effect or a beneficial effect for small radi-
ation exposures. While it is known that ion-
izing radiation creates free oxygen radicals
and can injure chromosomes, it is now
known that repair mechanisms exist. More-
over, it has been shown that low-level radi-
ations make the cells less susceptible to sub-
sequent high doses of radiation. This adapt-
ive response has been attributed to the in-
duction of a chromosomal break-repair
mechanism that can repair much of the dam-
age when cells are exposed to high doses of
radiation.

We know that when humans engage in
physical exercise, their metabolism in-
creases. This creates an enhanced level of
free oxygen radicals, some of which react to
destroy the integrity of DNA. But the exist-
ing repair mechanisms are effective, As a re-
sult, the exercise is overall beneficial to
health.

Evidence for absence of a carcinogenic ef-
fect of radiation and radon at moderately
elevated doses was also provided by an epide-
miological study financed by the U.S. Na-
tional Cancer Institute and conducted in
China. In some Chinese rural provinces little
movement of population occurs, and there
are areas where the soils contain unusually
large amounts of uranium and thorium min-
erals. Thus, it is feasible to compare the ef-
fects of radiation on highly exposed and low-
level control populations. The radiation lev-
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els differed by a factor of three. In both in-
stances populations of 70,000 were involved.
Although the numbers of lung cancer cases
in both groups were small, the controls had
more lung cancer than the highly exposed
persons. There was about twice as much can-
cer of all kinds in the controls as in the
highly exposed population.

A crucial assumption underlying many of
the regulatory standards issued by the EPA
is that substances toxic at high levels are
also injurious at low levels approaching zero.
That is, one extrapolates from high levels to
low levels by using a linear approach. The
EPA uses this assumption to estimate the ef-
fect of radon as well as the effects of chemi-
cals that are carcinogenic in animals at very
high exposure levels. But the error of this
approach is becoming increasingly apparent
through experiments that produce data that
do not fit the linear model. A striking illus-
tration comes from human stomach cancer
caused by excessive ingestion of table salt. If
the EPA were consistent in its regulatory
program, the known occurrence of salt-in-
duced stomach cancer should lead to a ban
on the use of table salt. A number of trace
elements that are absolutely essential to life
are carcinogenic at high doses. Pharma-
cologists have long stated that it is the dose
that make the poison.

The EPA has no solid evidence that low
levels of radon cause lung cancer, especially
in nonsmokers. Epidemiological evidence
(part of it gathered by the EPA) indicates
the contrary. In addition, authorities in the
United Kingdom and Canada do not share the
EPA's view of the extent of the hazards
posed by radon. In the United Kingdom
radon levels in Cornwall and Devon are four
times as great as the national average, but
the incidence of lung cancer in those two
areas is 15 percent less than the nation’s av-
erage. The Canadians also have a history of
radiation and health research. They have ex-
perience with high levels of radon in Mani-
toba and elsewhere. They have set the expo-
sure level at which remediation is required
at five times that of the EPA.

Despite such information, the EPA has
chosen to rely on the questionable linear ex-
trapolation of questionable data obtained
from miners’ exposures to radon to calculate
effects in a quite different residential envi-
ronment. In fact, the EPA seems to have be-
come so convinced of the validity of its point
of view that it has been taking strong meas-
ures to brainwash and alarm the public. It
appears to have adopted the view that the
end justifies the means. That is, the goal of
reducing exposure to radon justifies using in-
accurate data and inflicting psychological
trauma.

THE EPA’S PUBLIC MISINFORMATION CAMPAIGN

An elevated incidence of lung cancer in
uranium miners was well known before 1980.
The existence of areas with high radon levels
was also known. The EPA gave no urgency to
those facts until about 1985, when high radon
concentrations were detected in homes on
the Reading Prong in Pennsylvania. A burst
of activity followed, and soon the EPA made
statements to the effect that radon is the
second leading cause of lung cancer.

The public did not respond in great num-
bers to the EPA’s 1986 Citizen's Guide to
Radon or to subsequent public urgings. The
public's lack of response has led the EPA to
resort to motivational efforts that depend
less on truth and education and more on cre-
ating public anxiety.

In the autumn of 1988, then EPA adminis-
trator Lee Thomas appeared on national tel-
evision to say that up to a third of U.S,
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homes had excessive radon levels. That is,
the exposure levels exceeded the EPA action
level of four pCi per liter. That statement
conflicted with scientific studies showing
that only about one-fifteenth of homes had
levels exceeding four pCi per liter. From
time to time the EPA issued a variety of dif-
ferent estimates on the fraction of homes
with excessive levels. Estimates often were
obtained by nonrandom state surveys that
oversampled in areas with high radon levels.

The effort to motivate the public became
increasingly shrill. With absolutely no proof,
the agency compared the effects of radon to
those of smoking. The EPA asserted that
dally exposure to four pCi per liter of radon
produced a lung cancer risk comparable to
smoking up to half a pack of cigarettes a
day. William Reilly, administrator of the
EPA, revised this estimate to more than 10
cigarettes a day in an October 1989 news con-
ference, There was no scientific basis for
such a remark; no new facts had been devel-
oped to warrant a change from earlier esti-
mates. What is inexcusable is that the state-
ment did not differentiate between radon's
effects on smokers and nonsmokers.

A continuing series of statements by the
EPA led to media coverage and in turn to
congressional interest in radon. One result
was legislation establishing a virtually im-
possible goal for the EPA of reducing resi-
dential levels of radon to the level in the
outside air. The EPA has repeatedly taken
the position that no level of radon is safe,
and the cost of reaching the congressional
goal has been estimated at about a trillion
dollars. Nearly every home owner in the
country would be adversely affected, most
without benefit.

The key to creating action-producing anxi-
ety s to work through mothers. When they
are told that their children are at risk, they
tend to respond decisively. That was ob-
served during the asbestos scare, when large
sums of money were spent to remove asbes-
tos from schools. To create anxiety about
radon, the EPA adopted a model that alleges
that children are three times as susceptible
to radon as are adults. Jay Lubin has written
that ‘“the proposition that children are at
greater risk is currently unsupported.” He
based his statement on a study that was
made on Chinese miners who had been first
exposed to radon while under the age of thir-
teen. He also cited a BEIR V report on radon
that stated that ‘‘the model for respiratory
cancer does not depend upon age at expo-
sure."”

Despite the lack of evidence that children
are particularly at risk, in 1989 the EPA par-
ticipated in a campaign with the Advertising
Council to exploit parents’ concern for their
children so as to frighten them into imple-
menting EPA recommendations. A thirty-
second television spot was created and re-
peatedly run. Dr. Anthony Nero, a physicist
specializing in radon matters at Lawrence
Berkeley Laboratory, wrote: “In the TV spot
a family is seen in front of their television
set. A voice says that high radon in one’s
home is like having hundreds of chest X rays
a year. Flashes occur 7 or 8 times causing
the entire skeleton of a child, safe in his
mother's * * * lap, to appear before us. It
isn't only the child’s chest that is exposed to
X rays. It’s his entire skeleton, flashing at
the rate of a thousand times an hour (a mil-
lion times a year)—conveying a palpable
danger of death. The frequent flashes show-
ing us a dead child are not intended to in-
form, but to cause undue fear, moving people
to action with the threat of death. This is
terrorism.™
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Additional details concerning the relation-
ship of the EPA and the Advertising Council
appear in a briefing document entitled
“Radon Media Campaign.” The document
was apparently constructed from Xeroxed
copies of slides uses to brief the EPA some
time in the autumn of 1990. One section of
the briefing asked, “Why an Advertising
Campaign?' The answers were: radon has be-
come “‘old news'; the public is apathetic
about radon—although most people have
heard of it, fewer than 5 percent of homes na-
tionwide have been tested; and sustained
media coverage is needed to motivate public
action. Another section, headed “Advertising
Research Findings,” noted that radon is not
perceived as a serlous risk, that only edu-
cated self-starters are taking action, and
that smoking comparisons are not effective.
It went on to suggest that an easy first step
is needed and pointed out that the major
problem is denial: more information results
in more denial. A following section, titled
‘“Keys to Over-coming Denial,” called for re-
lating radon risks to others in the house-
hold, personalizing radon with relevant, tan-
gible comparisons, eliminating unnecessary
information, and using strong and unsettling
messages. Those last two recommendations
bear emphasis. In other words they say, ‘Do
not inform them; scare them.

In August 1990 the EPA circulated a draft
of a proposed revised Citizen’s Guide to
Radon. The subtitle to the draft was Don't
Let A Dangerous Intruder Invade Your
Home. The document employed the ‘‘scare
them™ strategy; it was designed to raise anx-
iety rather than to present facts. Many re-
viewers of the draft denounced the strategy
as inappropriate. In the November 9, 1990,
publication of Inside EPA one reviewer re-
portedly castigated the agency's use of emo-
tional motivational language to spur public
action on radon as “‘little more than a eu-
phemism for misrepresentation and obfusca-
tion.” Another reviewer described the draft
guide as **a clever example of deceptive ad-
vertising and a distortion of scientific fact.”
Other reviewers compared the guide to “‘an
advertisement for radon contractors,’” criti-
cized “improperly presented scientific infor-
mation, omission, and just plain fictitious
statements,” and suggested that the guide
should ‘‘emphasize much more that people
should stop smoking.” A frequently recur-
ring criticism related to the lack of credibil-
ity the EPA would have for publishing such
an alarmist guide. One reviewer wrote:
“[Tlhe long-term negative effects of the
alarmist approach as presented by this guide
are not evaluated. One should not underrate
the need to retain credibility.”” As a result of
largely scathing comment about the draft of
the 1990 Citizen’s Guide, the document was
not issued. A revision is in progress, how-
ever.

The repeated concern about the guide’s de-
struction of the credibility of the federal
government was also present in other cor-
respondence. Scare tactics that employ de-
monstrably inaccurate data are bad public
policy. In the case of radon such tactics have
proved ineffective. For more than five years,
the EPA has attempted to scare people into
testing for radon. The efforts have been fos-
tered by a tremendous amount of media cov-
erage, but only about 5 percent of the public
has responded. Even with the ghastly thirty-
second TV spot showing children’s skeletons,
the response was not great. Is the public be-
coming jaded after a long series of scary
media coverage of environmental matters?

The answer may lie in another direction—
does the Individual believe that a risk is
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being imposed by others? A substantial frac-
tion of the population smokes, although the
public has been repeatedly informed of the
great hazard of lung cancer. When told of
miniscule hazards from chemicals emitted
by industry, however, smokers react strong-
ly, for the risk is imposed by others. In con-
trast, radon Is produced by Mother Nature,
so it cannot be very bad.

Many scientists and physicians have sug-
gested that if the EPA were really deter-
mined to diminish lung cancer deaths due to
radon, it would engage in a campaign to re-
duce smoking. Reducing the number of
smokers by a few percent would more effec-
tively improve health than would a frontal
attack on radon that would cost hundreds of
billions of dollars.

One strategy designed to diminish expo-
sures to radon that has been partially imple-
mented has to do with real estate sales. In-
creasingly, owners find that to sell their
homes they must test for radon and remedi-
ate if necessary. Were the EPA to lower the
radon exposure levels that would require re-
medial action to meet congressional goals of
a level equivalent to that of the outside air,
the costs of remediation would become enor-
mous. In that event, the EPA would surely
come under angry scrutiny. The best policy
would be for the EPA to abandon attempts
to frighten all the citizens and instead con-
centrate on identifying those areas of the
country and the circumstances in which high
levels of radon prevail.

Levels of radon are variable around the
country, and in areas where the uranium
content is high, the radon hazard is cor-
respondingly elevated. In limited areas the
levels of radon in homes are at least 100
times higher than the national average. Sci-
entists have repeatedly urged the EPA to
focus its efforts on attaining remediation in
those areas. Legislation now pending in Con-
gress mandates such efforts.

One of the weaknesses of the EPA is that
it seems unable to learn. Its basic policies
were set nearly twenty years ago. Whénever
a risk is Identified, the EPA takes what it
calls a conservative approach. This entails
developing worst-case scenarios and giving
credence to sloppy data if they indicate a
greater risk. Experiments that later show
that no risk exists are disregarded. Very
rarely indeed has the EPA loosened regula-
tions on the basis of new, valid scientific
data. With respect to radon, new data could
be obtained. An epidemiological survey could
establish the extent to which, if any, non-
smokers are affected by ambient levels of
radon. Some millions of dollars devoted to
such a study would be a better investment
than spending billions of dollars on rec-
ommendations that might merely be a waste
of money. Since the EPA has not shown the
alacrity to foster such a study, another
agency such as the National Institutes of
Health or the Department of Energy should
be assigned the task.

OFFICE OF MANAGEMENT AND BUDGET,

Washington, DC, February 25, 1992.
STATEMENT OF ADMINISTRATION POLICY

(8. T92—Indoor Radon Abatement Reauthor-
ization Act of 1991—Lautenberg of New
Jersey and four others)

The Administration opposes enactment of
S. 792. The bill's prescriptive and costly reg-
ulatory requirements would duplicate exist-
ing Federal programs without significantly
lowering indoor air radon levels. The bill
would also undermine programs designed to
provide States with the flexibility to develop
self-sustaining, cost-effective, and location-
specific programs.
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The Federal Government is already under-
taking numerous programs to address ele-
vated radon levels in buildings. The Environ-
mental Protection Agency’s (EPA) Radon
Action Program provides a wide range of
technical assistance to help States identify
and mitigate elevated radon in residences,
work places, and schools. EPA also is work-
ing with other Federal agencies to develop
radon policies for federally run housing pro-

rams.

The bill would inappropriately reauthorize
the State Radon grant program as a perma-
nent federally subsidized program. This reau-
thorization is contrary to the original intent
of the existing three-year start-up grant pro-
gram. The program was designated to end
Federal assistance after three years by
gradually increasing the State share. While
the Administration would not oppose a one-
year extension at a reduced Federal share, it
opposes a longer extension.

The bill’s unfocused requirements and defi-
nitions will result in over-control and exces-
sive societal costs where radon levels are rel-
atively low. The definitions of ‘“‘Priority
Radon Areas' and “‘target action point' are
too broad and ignore the work that EPA and
other agencies have already done to deter-
mine areas with a high probability of ele-
vated radon levels, The Administration op-
poses any change to the existing radon
guidelines without first going through the
appropriate scientific review process.

The bill’s prescriptive regulatory approach
is premature given the current state of sci-
entific and technical expertise on mitigating
radon. Some of the techniques developed for
mitigating radon have been successfully ap-
plied in schools and large buildings. How-
ever, more research is needed, particularly in
multifamily residences, to develop and refine
these techniques, and a regulatory approach
for mitigating radon problems in large build-
ings is premature at this time.

5. 792 would unnecessarily insert the Fed-
eral Government into areas that have tradi-
tionally been the province of State and local
governments. It is inappropriate for the Fed-
eral Government to interfere with State and
local control of the housing market by regu-
lation, forcing them to adopt Federal mini-
mum radon building standards. The bill may
supersede successful State and local govern-
ment programs designed to reflect the par-
ticular needs of their jurisdictions.

SCORING FOR PURPOSES OF PAY-AS-YOU-GO

S. T92 would increase direct spending;
therefore, it is subject to the pay-as-you-go
requirement of the Omnibus Budget Rec-
onciliation Act of 1990 (OBRA). A budget
point of order applies in both the House and
the Senate against any bill that is not fully
offset under CBO scoring. If, contrary to the
Administration’s recommendation, the Sen-
ate waives any such point of order that ap-
plies against S. 792, the effects of enactment
of this legislation would be included in a
look back pay-as-you-go sequester report at
the end of the congressional session.

OMB's preliminary scoring estimates of
this bill are presented in the table below.
Final scoring of this legislation may deviate
from these estimates. If S. 792 were enacted,
final OMB scoring estimates would be pub-
lished within five days of enactment, as re-
quired by OBRA. The cumulative effects of
all enacted legislation on direct spending
will be issued in monthly reports transmit-
ted to the Congress.

Estimates for pay-as-you-go

Outlays: Millions
Millions
1yt - SRR . VA T YT T L 316
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Millions
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Mr. WALLOP. The amendment I am
offering today would provide the medi-
cal community with more extensive in-
formation on the radon health effects
research. It would also require EPA to
conduct further research on the health
effects of radon exposure. It is a re-
sponse to the need for more thorough
analysis of the health effects on our
general population from exposure to
radon. I appreciate the assistance of
the staff of the Environment and Pub-
lic Works Committee in working out
this amendment. And, I urge the adop-
tion of the amendment.

Mr. LAUTENBERG addressed the
Chair.
The PRESIDING OFFICER. The

Chair recognizes the Senator from New
Jersey.

Mr. LAUTENBERG. Mr. President,
we have agreed to accept this amend-
ment. I confirm what I said in my
opening statement, that there is over-
whelming evidence with proof substan-
tiating that radon presents a serious
health risk. The National Academy of
Sciences has already issued two reports
confirming the extent of the problem.
EPA continues to work with the NAS,
the National Academy of Sciences, and
Centers for Disease Control to further
refine radon risk estimates.

The amendment offered, however, by
the Senator from Wyoming is consist-
ent with existing EPA efforts. It would
require EPA to work with the National
Academy and to work with the Centers
for Disease Control to periodically up-
date the estimates of public health
risks caused by exposure to radon. It
would also require EPA to include in
its medical outreach program a sum-
mary of scientific evidence dem-
onstrating the human health effects of
exposure to radon.

So I support the Wallop amendment
and ask that it be agreed to.

Mr. DURENBERGER addressed the

Chair.

The PRESIDING OFFICER. The
Chair recognizes the Senator from Min-
nesota.

Mr. DURENBERGER. Mr. President,
the chairman of the committee and the
manager of this bill has accurately
stated the view of our colleague’s
amendment and, on behalf of the mi-
nority, I recommend its adoption, and I
compliment my colleague from Wyo-
ming for his contribution to the legis-
lation.

The PRESIDING OFFICER. If there
is no further debate, the question is on
agreeing to the amendment.

The amendment (No. 1704) was agreed
to.

Mr. LAUTENBERG. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.
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Mr. DURENBERGER. I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

Mr. WALLOP. Mr. President, I just
offer my thanks to the chairman and
ranking member. One of the reasons I
felt it was important is illustrated in a
letter that I received yesterday from
the Acting Regional Administrator of
EPA, Denver region, region 8, which
contains the following sentence:

Although there is not yet consensus on
what concentration level of radon gas in the
air creates a health risk, scientists do agree
that this can be dangerous if not detected
and properly addressed.

And enclosed is a pamphlet from the
EPA on radon which is fraught with
comments. They simply do not know. I
think the thrust of this amendment is
to require them to base as much as pos-
sible on scientific efforts and not the
emotional outery that has arisen.

RADON IN SCHOOLS

Mr. WALLOP. In section 9 of the bill,
EPA is required to publish guidelines
on remediating radon in school build-
ings. Would the remediation guidelines
require renovation or new construction
by the schools? Have any cost esti-
mates been prepared on the average
cost per school to comply with the
guidelines?

Mr. LAUTENBERG. S. 792 takes a
right-to-know appreoach to radon in
schools. It requires testing by schools
in priority radon areas and disclosure
of the results. But it does not mandate
any mitigation, That decision is left up
to the school districts. So no renova-
tion or new construction of schools is
required by S. T92.

To encourage those schools with ele-
vated radon levels to undertake these
efforts, the bill authorizes $56 million
per year to assist needy schools. Any
mitigation efforts undertaken with
this Federal assistance must be con-
ducted consistent with EPA school
mitigation guidelines. The guidelines
themselves would not require either ex-
tensive renovation or new construc-
tion. Basic techniques used to reduce
radon in schools are similar to stand-
ard methods to reduce radon in homes.
Adjustments to the heating, ventila-
tion, and air conditioning system will
sometimes resolve the problem.

EPA estimates that it will cost on
average $1,000 to test a school and a
few hundred to $15,000 for mitigation.

Mr. WALLOP. The bill requires reme-
diation to be carried out in accordance
with EPA guidelines. Is this, in effect,
a mandated activity by EPA with
which the local school districts will
have to comply?

Mr. LAUTENBERG. S. 792 requires
that remediation carried out pursuant
to the bill and funded by EPA must be
consistent with EPA remediation
guidelines. As I indicated, the bill does
not require schools to undertake miti-
gation efforts.
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Mr. WALLOP. As the chairman is
aware, there is a great deal of concern
in my State over the actions of some
contractors and consultants involved
in asbestos removal. In some cases
their mistakes have been very costly to
local school districts. What safeguards
are being taken in this bill to ensure
that school districts do not experience
the same problem with radon consult-
ants? If the federally certified consult-
ants are in error in their actions, is
there provision for EPA to assume the
cost of the error rather than the school
district?

Mr., LAUTENBERG. I am aware of
the Senator’s concern. Under S. 792
EPA will administer a mandatory
radon proficiency program. EPA al-
ready has developed two proficiency
programs designed to help the public
and school officials find reliable radon
contractors, and to set performance re-
quirements for the radon industry.

EPA is required to issue guidance to
States to establish a radon proficiency
program. And we authorize EPA to del-
egate the proficiency program to the
States and authorize States to use
their radon grant funds to establish
these programs. So it may be that a
State rather than EPA will be respon-
sible for implementing the proficiency
program. Schools can arrange to have
their own employees certified under
the program. Through its regional
radon training centers, EPA has devel-
oped a special training course for
school facility managers. And EPA is
developing technical radon diagnostic
and mitigation documents for school
administrators and facility managers
to assist their selection of contractors.

As I said, S. 792 does not require
mitigation efforts. If a school has a
high radon reading but is concerned
about error, it can retest. And in any
event, the school is not required to
mitigate radon levels.

Mr. WALLOP. S. 792 requires EPA to
designate radon priority areas. Areas
in which there is a reasonable likeli-
hood that the average radon level is
likely to exceed the national average
radon level by more than a de minimis
amount are to be designated priority
radon areas. Could the Senator explain
what this means?

Mr. LAUTENBERG. S. 792 conserves
scarce Federal resources by requiring
EPA to focus on those areas which, on
the basis of test results, present the
greatest risks from radon. Under S. 792,
EPA would designate priority radon
areas and require certain efforts to be
focused in those areas.

Under this definition, EPA would
designate areas in which the average
radon measurement is above the na-
tional average. But we have given EPA
some flexibility in this definition by
allowing EPA to exclude areas which
are above the national average by only
a de minimis amount. EPA would have
some discretion in determining what a
de minimis amount is.
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Mr. WALLOP. I want to be assured
that EPA radon standards are not
based on worst-case exposure, extrapo-
lating risks of exposure to radon gas by
underground miners in poorly venti-
lated mines to risks of exposure in resi-
dential and school environments. Is
this accurate, and will EPA be required
by the bill to update their assessment
of risk to reflect the actual risk of ex-
posure in a home or school setting?

Mr. LAUTENBERG. Radon health
risk estimates are based on estimates
of actual population exposure to radon
in the residential environment. Radon
health risks are not based on worst-
case exposure.

Further, the radon risk assessment
already has been adjusted to account
for the differences between under-
ground mines and homes based on an
extensive study by the National Acad-
emy of Sciences concluded last year.
This study confirmed that epidemio-
logical studies of underground miners
can be used to estimate risk in homes
but recommended that EPA lower its
population risk estimate by 20-30 per-
cent to account for the differences in
the two environments. EPA has incor-
porated these findings into its radon
risk estimates. Based on this report,
EPA has reestimated the risk posed by
radon to 7,000-30,000 lung cancer deaths
a year with a mean estimate of 14,000
cancer deaths.

EPA is continuing to work with the
National Academy of Sciences and the
Centers for Disease Control to further
refine radon risk estimates. Such ef-
forts include the examination of ongo-
ing residential epidemiological studies
which may further refine the under-
standing of residential radon risks.

I expect EPA to continue to evaluate
the threat posed by radon based on the
best available evidence.

Mr. President, I ask unanimous con-
sent that letters of support from the
National Association of Home Builders,
the National Educational Association,
the National Parent Teachers Associa-
tion, and editorials from two New Jer-
sey newspapers in support of radon
testing in schools be printed in the
RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

NATIONAL ASSOCIATION OF
HOME BUILDERS,
Washington, DC, March 6, 1992.
Hon. FRANK LAUTENBERG,
Chairman, Subcommitlee on Superfund, Ocean
and Water Protection, Washington, DC.

DEAR CHAIRMAN: On behalf of the National
Association of Home Builders, I am writing
to convey our support for 8. 792, the Indoor
Radon Abatement Reauthorization Act.

While S. 792 reauthorizes existing radon
programs, it also takes a responsible step
forward in dealing with a number of more
far-reaching radon issues, such as implemen-
tation of EPA’s Model Construction Stand-
ards at the state and local level, greater in-
formation dissemination requirements and
designation of high radon areas for regula-
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tion. We are grateful for having the oppor-
tunity to provide input into the drafting of
provisions directly affecting the home build-
ing industry.

We also appreciate your patience and will-
ingness to give our members the time nec-
essary to work through some of the provi-
sions in S. 792 with the Environmental Pro-
tection Agency (EFPA). While I can not speak
for EPA, the experience was a productive and
educational one for NAHB. We look forward
to assisting EPA in implementing the Model
Construction Standards in accordance with
the resolution passed by NAHB in January.

Again, thank you and your staff person,
Ric Erdheim, for the good will and coopera-
tion shown to NAHB.

Respectfully yours,
ROBERT ““JAY" BUCHERT.
NATIONAL EDUCATION ASSOCIATION,
Washington, DC, March 6, 1992.

DEAR SENATOR: On behalf of the two mil-
lion-member National Education Associa-
tion, I strongly urge you to vote for S. 792,
the Indoor Radon Abatement Reauthoriza-
tion Act.

Among the provisions of 8. 792 is a require-
ment that all schools located in areas of high
radon concentration test for elevated levels
of radon gas. NEA strongly supports this par-
ticular provision and opposes any amend-
ment to delete or weaken it.

Radon is widely agreed to be among the
most serious environmental health problems.
Not only EPA, but the American Medical As-
sociation, the American Lung Association,
the Surgeon General, and the Centers for
Disease Control agree that radon is the most
critical indoor carcinogen to be dealt with in
this century. Indeed, radon is the second
leading cause of lung cancer, resulting in as
many as 20,000 deaths a year.

Requiring schools to test for hazardous
levels of radon is critical, because children
may be more susceptible than adults to ad-
verse health effects from radon. in addition,
an EPA survey of radon in schools conducted
in 16 states, found more than half of all
schools tested had at least one classroom
with unsafe levels of radon. The highest
reading was equivalent to exposing children
to over 10,000 chest x-rays per year!

S. 792 gives schools in high priority radon
areas two years to conduct these tests and
authorizes up to $5 million per year in finan-
cial assistance to help needy schools pay for
needed radon mitigation and testing activi-
ties.

The health of our nation's schoolchildren
is far too precious to endanger from
unhealthy levels of radon in schools. Enact-
ment of 8. 792 represents a crucial step to en-
sure a healthy and safe environment in
school buildings. Votes on this issue may be
used in NEA’'s Legislative Report Card for
the 102nd Congress.

Sincerely,
DEBRA DELEE,
Director of Government Relations,
THE NATIONAL PTA,
Chicago, Ill, March 5, 1992.

DEAR SENATOR: On behalf of the 7 million
parents, teachers, students and other child
advocates who are members of the National
PTA,; I am writing to urge your support of S,
792, the Indoor Radon Abatement Reauthor-
ization Act.

Radon is considered the number one envi-
ronmental cancer risk, ranking second only
to cigarette smoking as a cause of lung can-
cer fatalities. As is suspected with most en-
vironmental hazards, children are more sus-
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ceptible to the adverse health effects of ex-
posure to radon. In 1988, the Environmental
Protection Agency issued a national radon
health advisory promoting radon testing in
homes, and now the Agency also rec-
ommends that all schools be tested for radon
as well. In fact, an EPA survey of schools in
16 states showed that a majority of schools
tested had unsafe levels of radon in at least
one classroom.

8. 792 would require local education agen-
cies to test school buildings in areas des-
ignated to have high levels of radon, and cre-
ate a financial assistance program to help
schools mitigate high levels of radon. Fur-
ther, the bill would require that parents be
notified of radon hazards, and renew the En-
vironmental Protection Agency's (EPA) ex-
isting radon programs.

Parents have the right to know if the
school buildings their children attend are
safe from environmental hazards. Schools
will not know if their buildings are safe
without testing. If schools find hazards, they
can initiate relatively simple corrective ac-
tions to lower the radon levels.

The National PTA strongly supports legis-
lative - efforts to address environmental
health hazards in schools. We urge you to
support S. 792, and to oppose any weakening
amendments that are offered to the bill.

Sincerely,
i ARLENE ZIELKE,
Vice-President for Legislative Activity.

[From the Bergen (NJ) Record, May 29, 1989]
RADON ALERT FOR SCHOOLS

Schools have no immunity from the radon
problems that plague many homes across
northern New Jersey. Yet some schools fail
to carry out the easy, inexpensive tests that
would show whether students are in danger
because of the colorless, odorless gas that
has been linked to lung cancer. Sen. Frank
Lautenberg, D-N.J., is on the right track
with a bill that would require testing of all
schools in high-risk radon areas by 1993.

Since students spend many hours a day in
school, radon there poses a special risk. And
Assistant Surgeon General Vernon N. Houk
to a recent congressional hearing that chil-
dren's lungs are especially susceptible to
damage from radon. This is especially sig-
nificant in northern New Jersey, where de-
caying deposits of uranium and radium have
produced high levels of radon in many com-
munities. A recent state survey of 69 schools
in 11 counties found at least one school in
every county had dangerously high radon
levels.

Mr. Lautenberg is right that testing should
be required. Perhaps, as he suggests, the fed-
eral government should provide $10 million
to pay for testing in high-risk areas. Perhaps
schools themselves should pick up the costs,
estimated at only about $1,000 per school.
But whoever pays the bill, failure to test will
lead to unacceptable health risks for school-
children.

[From the Star-Ledger, July 16, 1989]
RADON IN THE CLASSROOM

In a disturbing revelation, the federal En-
vironmental Protection Agency (EPA) found
increasing levels of dangerous radon in
schools throughout the country, including
New Jersey, which was included in a survey
of 130 schools in 16 states.

EPA Administrator William Reilly, in an-
nouncing the survey results, said it is impor-
tant to “understand both the seriousness of
the risk and the relative simplicity of test-
ing for and fixing the problem.” Nationally,
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54 percent of the schools tested had at least
one room in which radon levels exceeded the
standard used to determine if there is a
health risk, which prompted Mr. Reilly’s
concern.

An estimated 400,000 homes in northern
and central portions of New Jersey could
contain unhealthy levels of radon. State en-
vironmental officials have urged that homes
be tested and have told school administra-
tors for the past two years that schools
should also be checked.

School districts in the Garden State are
not required by law to check for radon or to
provide information to the state, although
state Department of Environmental Protec-
tion officials believe many schools have con-
ducted tests.

Radon, the colorless, odorless, naturally
occurring gas formed by the radioactive
decay of uranium, is found in soil, rocks and
some groundwater supplies. Studies indicate
that indoor exposure to radon may cause up
to 20,000 lung cancer deaths per year—second
only to smoking.

The radon survey was required under a 1988
law promoted by Rep. James Florio (D-1st
Dist.) and Sen. Frank Lautenberg (D-N.J.), a
commendable piece of legislation. Mr. Reilly
was wise to personally bring this potentially
hazardous condition to the attention of the
American public and advise districts to do
ongoing testing, ensuring that radon levels
do not exceed healthful limits. It would be
wise if the testing were made mandatory,
with the results forwarded to the state as a
means of determining followup and correc-
tive measures.

New Jersey does not presently have a prob-
lem of major proportions, but preventive
steps are essential. The last thing anyone
wants is children exposed to dangerous ele-
ments. Continuous testing and remedial ac-
tion could prevent a lot of grief in the long
rmn.

The PRESIDING OFFICER. Are there
further amendments?

Mr. MITCHELL addressed the Chair.

The PRESIDING OFFICER. The
Chair recognizes the majority leader.

Mr. MITCHELL. Mr. President, I rise
in strong support of legislation to rean-
thorize the Indoor Radon Abatement
Act.

Almost 5 years ago, I learned of the
serious health threats posed by expo-
sure to naturally occurring radon gas
in the air indoors. Dangerous radon
levels exist throughout the country,
but radon is an especially serious prob-
lem in my home State of Maine. Re-
cent surveys indicate that 30 percent of -
Maine homes have elevated radon lev-
els.

The Congress responded to this prob-
lem by passing radon legislation which
I introduced. For the past several
years, this legislation has guided the
Environmental Protection Agency and
States to improve the public’s under-
standing of radon health threats and to
support other needed efforts to reduce
radon exposures.

I am pleased that we have before us
today legislation to extend and expand
the radon program. I commend Senator
LAUTENBERG, the sponsor of this bill,
for his tireless efforts to advance this
legislation. I also thank Senator
CHAFEE for his thoughtful and con-
structive contributions to the bill.
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Radon is a naturally occurring, ra-
dioactive gas that can seep indoors,
cause damage to lung tissue, and in-
crease the risk of lung cancer. Accord-
ing to EPA, radon may cause 14,000
lung cancer deaths in the United
States each year.

Over the past several years, EPA has
conducted surveys of radon in homes in
34 States. These surveys indicate that
one in five homes nationwide may have
radon at levels above the EPA rec-
ommended action level. In some
States, the percentage of homes with
radon above the recommended action
level is even higher. Based on this sur-
vey date, EPA has recommended that
every detached home in the United
States be tested for radon.

In April 1989, EPA reported the re-
sults of a preliminary assessment of
radon levels in schools. EPA Adminis-
trator William Reilly stated at that
time—

Indoor radon is one of the major environ-
mental health threats facing Americans, and
I am now recommending that schools nation-
wide be tested.

The EPA survey included a total of
130 schools in 16 States. Of these
schools, 54 percent had at least one
room with radon levels above the EPA
recommended action level. A total of
3,000 rooms were tested in the survey
and 19 percent had radon at levels
above the EPA action level and three
percent were found to have levels five
times higher than the EPA action
level.

The Indoor Radon Abatement Act,
passed by the 100th Congress, estab-
lished a foundation for efforts to re-
duce radon exposures. The act provides
for technical assistance and grants to
States to start up radon response pro-
grams, authorizes EPA to certify pri-
vate radon measurement and mitiga-
tion firms, provides for development of
model building codes to control radon,
authorizes creation of regional radon
training centers, and directs the EPA
to conduct testing for radon in schools
and Federal buildings.

Last year, the Environment and Pub-
lic Works Committee started the proc-
ess of reauthorizing radon legislation.

Senator LAUTENBERG introduced bills
calling for radon testing in schools and
expansion of the key elements of the
existing statute. His bill, S. 792, pro-
posed new initiatives, including mak-
ing adoption of new construction
standards a priority for the award of
State grants; requiring that new Fed-
eral buildings and schools be built to
new construction standards; requiring
a national radon education campaign;
and requiring EPA to conduct a survey
of radon in workplaces.

Senator CHAFEE introduced provi-
sions making the existing voluntary
radon testing program mandatory and
requiring radon information to be
available to buyers at the time of sale
of a home.
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In addition, I introduced legislation
reauthorizing existing programs and
adding several new elements including
requirements for the development and
implementation of radon new construc-
tion standards, requirements for radon
testing and mitigation in Federal
buildings, clarification of authority for
publication of radon information and
the Citizen’s Guide, and a new initia-
tive for radon information outreach to
the medical community.

Today we have before us an amended
version of S. 792 which includes the
best provisions of each of our bills.
This bill builds on the success we have
had with the existing program. It also
revises and expands the program to ad-
dress critical needs, such as reducing
radon in schools, and preventing radon
problems through improved home con-
struction techniques.

I am especially pleased that the bill
will continue the grants to support
State radon programs. This grant as-
sistance is critical to a number of
States, including my home State of
Maine.

Mr. President, this legislation is an
effective and workable approach to a
significant public health problem and I
urge my colleagues to give it their full
support.

Mr. President, it had been my inten-
tion to obtain an unanimous-consent
agreement governing the disposition of
this bill to accommodate Senator
CHAFEE, But I am now advised we are
still awaiting clearance on the Repub-
lican side. So I will withhold the re-
quest until that clearance is obtained.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

Mr. DURENBERGER. Mr. President,
just to acknowledge the majority lead-
er's comments, I express my gratitude
to him both for his statement and for
his consideration for those on our side.
I indicated earlier my colleague from
Rhode Island could not be here and
would not be here. But our colleague
from Pennsylvania, the senior Senator,
Senator SPECTER, would like to come
to the floor and make a brief speech, a
5-minute speech, if he can do it.

Mr. MITCHELL. Mr. President, if I
might say, this proposed agreement
would not preclude that. What I intend
to propose, as soon as we get clearance,
is simply that between 2:15 and 2:30
there be 15 minutes of debate, 10 min-
utes under the control of Senator
CHAFEE, 5 under Senator LAUTENBERG’S
control, and that we vote at 2:30 on the
bill. There would still be time this
morning for any Senator who wished to
address this subject to do so.

I will withhold the request at this
time. I understand it is being cleared
on the Republican side. The intention
of this is to accommodate Senator
CHAFEE.

Mr. DURENBERGER. Mr. President,
we would have no objection on this
side.
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Mr. LAUTENBERG. Mr. President,
while the majority leader is still on the
floor, I would like to thank him for his
support, his comments, and for his per-
sistence in dealing with the radon
issue. Maine, like New Jersey and so
many other States, has a serious prob-
lem with the presence of radon. Wher-
ever there is uranium in the soil, the
potential exists for this invisible gas to
invade homes, schools, and buildings
and pose a health threat.

So T want to thank the majority
leader and note that his contribution
to the investigation of radon, the
threats that it poses, and the concern
for schools, has been consistent and I
join him in hoping that this bill will
pass.

Mr. President, as we discuss this bill,
some suggest that maybe we are mak-
ing a mountain out of a molehill. I
want to take a few minutes this morn-
ing just to recall what it is that trig-
gered off this concern and this interest
in this very serious problem.

Radon gas had been known as a
health threat to miners. The discovery
of lung cancer in miners introduced the
concerns that surround radon.

It was never thought, as I under-
stand, to be the kind of problem per-
meating from the soil that we later dis-
covered. We thought this was confined
to people who mined minerals, coal,
and were buried in the bowels of the
Earth as they did their job.

But one day in 1984 in the State of
Pennsylvania, a man named Stanley
Watras, who worked for a nuclear pow-
erplant, passed through a routine radi-
ation inspection that the utility had to
check for radioactivity on the person’s
body. There was a shocking response.
The fact is that this man had very high
levels of radioactive indications on his
body. They checked because the utility
was concerned that there may have
been a problem within the plant that
exposed this man to this kind of condi-
tion.

Lo and behold, they found out that
his home was in a radon belt that ex-
tended from Pennsylvania through New
Jersey into New York, where uranium
was deposited in the soil. And that was
the first opportunity that we had to
really identify the threat radon poses
in homes, schools, and buildings.

We heard a lot of debate this morning
about whether or not this threat is se-
rious, whether or not we ought to
spend all this money, whether or not it
is worth the effort, and whether or not
this is another program to expand the
Government bureaucracy.

But I ask any of those who question
the validity of this legislation whether
they have had discussions with par-
ents, with teachers, with families of
those who work in school buildings to
see whether or not we just ought to
pass it by; avoiding the alleged addi-
tional bungling bureaucracy. Certainly
there is not a parent in the country
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who would say: Listen, do not bother
with radon because it really has not
been proven to be serious. Even though
the EPA and the Assistant Surgeon
General have ascertained it is respon-
sible for somewhere between 7,000 and
30,000 lung cancer deaths a year, and
everyone knows that lung cancer has
one of the poorest records of surviv-
ability among the various forms of can-
cer that develop.

Ask any of those families, those citi-
zens whether or not it is worth getting
involved. I think the answer will be an
overwhelming yes. I would be willing
to pose that question, realizing that I
might look pretty silly, to ask a parent
whether or not it would be a bad idea
to test, for not a lot of money, radon in
schools and homes. And my own home
in Montclair, NJ, had some radon expo-
sure. We had it tested. It was in the
corner of the house beneath the porch.
It was determined the risk in that case
was not significant. But only a few
blocks from me the Federal Govern-
ment under Superfund has spent a
great deal of money to get rid of that
radon contaminated earth. It happens
to be from a man-made cause. There
was a dump from a watchmaker in the
1920’s who used radium on the dials and
there are about a dozen homes where
the families had to be uprooted, where
the property values just sunk, and the
problem was very severe in this par-
ticular area.

We have overwhelming evidence of
the threat posed by radon. As a con-
sequence, Mr. President, I think it is
urgent that we go ahead and pass this
legislation.

We have agreement pretty much in
the Senate. I am responding principally
to some of the suggestions made this
morning about the relatively low im-
portance of this legislation. I think it
is important. I think citizens across
the country will regard it as an impor-
tant matter. Radon is evident in al-
most every State in the country. In
some of the States a very significant
number of homes have elevated levels
of radon gas present.

Mr. President, I will continue to urge
my colleagues to support this reau-
thorization. At the moment, I will sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. LAUTENBERG. Mr. President I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

L
UNANIMOUS-CONSENT AGREEMENT

Mr. LAUTENBERG. Mr. President,
on behalf of the majority leader, I ask
unanimous consent that at 2:15 today,
the Senate resume consideration of S.
792 and that there be 15 minutes re-
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maining for debate on the bill, with the
time controlled as follows: From 2:15 to
2:25 under the control of Senator
CHAFEE, and the remaining 5 minutes
under my control; that no amendments
or motions be in order; that when the
time is used or yielded back, the Sen-
ate, without intervening action or de-
bate, adopt the committee substitute,
as amended, and vote on final passage
of the bill.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. LAUTENBERG. Mr. President, I
ask for the yeas and nays on final pas-

sage.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

MORNING BUSINESS

Mr. LAUTENBERG. Mr. President,
on behalf of the majority leader, I ask
unanimous consent that there now be a
period for morning business, with Sen-
ators permitted to speak therein for up
to 5 minutes each.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Senator from Minnesota [Mr.
DURENBERGER] is recognized.

e

THE DEATH OF FORMER ISRAELI
PRIME MINISTER, MENACHEM
BEGIN

Mr. DURENBERGER. Mr. President,
yesterday, our friends in Israel laid to
rest a true national hero. Former
prime minister Menachem Begin was
one of Israel’'s founding fathers. He
struggled to achieve the Zionist dream
while in Poland, the country of his
birth. He fought for independence in
British mandatory Palestine in the
1940°s. He led in the political opposition
for many years after that. Menachem
Begin served his country and his people
as prime minister from 1977 to 1983.

In his greatest achievement,
Menachem Begin led his country to a
historic peace with Egypt, which re-
mains Israel’s only neighbor to for-
mally accept its existence. Begin and
Egyptian President Anwar Sadat
shared the Nobel Peace Prize for that
crowning achievement of both their ca-
reers.

Menachem Begin never wavered from
his single-minded purpose of doing
what he thought was best for his peo-
ple.

Indeed, by the force of his will and
determination, Menachem Begin
helped shape history.

In many ways, of course, Menachem
Begin led a very controversial life.
Clearly, not every one agreed with his
ideas, tactics, or his policies. But ev-
eryone, across the political spectrum
in Israel, and throughout the world,
agrees that Menachem Begin always
remained true and faithful to his prin-
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ciples. Nothing ever deflected him from
his singular pursuit of securing a Jew-
ish state and ensuring its continued
survival and prosperity.

Few people knew better than
Menachem Begin did the imperative for
establishing a secure homeland for the
Jewish people. Having grown up in Po-
land, he and his beloved wife fled the
Nazis in 1939. Although his wife man-
aged to reach Palestine, Begin was im-
prisoned by the Soviet Union for his
past activities in Zionist youth organi-
zations. It was only in 1941, after serv-
ing 1 year of an 8-year sentence, that
he was released from prison, because
his services were needed by Stalin to
fight off the Germans.

In a personal tragedy that deeply in-
fluenced his future actions, he lost his
parents and a brother to the Nazi Holo-
caust. He knew firsthand the unspeak-
able horrors being perpetrated against
the Jewish nation and so many others.

Menachem Begin lived his life to en-
sure that that would never happen
again.

As a leader of the armed opposition
to British mandatory rule, Begin took
many controversial actions, some of
which were opposed even by other Jews
and Jewish organizations. For good or
ill, Menachem Begin never strayed
from his single-minded determination
to ensure the creation and continued
survival of a Jewish national state.
Only in this way could Jews ensure
that never again would another holo-
caust befall them.

After Israel achieved independence in
1948, Begin became a leader in the po-
litical opposition. His views were rare-
ly mainstream, but Begin never devi-
ated from the course his principles de-
manded. He always had the courage to
remain true to his convictions.

Soon after becoming Prime Minister
in 1977, Menachem Begin recognized an
opening for peace with Egypt that
President Sadat had courageously cre-
ated. He seized that opportunity, and
he and Sadat made history by forging a
first-ever peace treaty between Israel
and an Arab neighbor. These two cou-
rageous leaders would share the Nobel
Peace Prize for their efforts to forge a
peace that remains in force to this day.

As well, Mr. President, as we con-
tinue our struggle today to ensure the
destruction of Iraq's capacity for weap-
ons of mass destruection, let us not for-
get that it was Menachem Begin who
took the bold action to destroy Iraq's
major nuclear facility in 1981. That ac-
tion was harshly criticized at the time,
including by the United States. Begin
was undaunted by the severe inter-
national condemnation, apparently
confident that history would prove his
action correct.

I think we can all agree now that
that decision was indeed correct.
Today, instead of being critical, we can
be thankful that Israel had that kind
of leader who made that daring strike.
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Nevertheless, this courageous leader
was soon embroiled in the most bruis-
ing controversy of his political career.
Begin ordered the invasion of Lebanon
in 1982 in order to destroy PLO oper-
ations there that were continuously
endangering the lives of Israeli civil-
ians in northern Israel. It was a costly
enterprise, in terms of Israeli and Arab
casualties, but also in terms of Israel's
vision of itself and its place among na-
tions. This is a controversy that fol-
lowed Menachem Begin to his grave.

Mr. President, whatever one’s views
are of his life, Menachem Begin has
earned his place in history. He dem-
onstrated throughout his life the cour-
age of his convictions, the determina-
tion to achieve his objectives, and the
constancy of purpose that so few others
have managed.

Let me conclude with a quote from
yesterday’s Washington Post: “Those
who met and observed him say Begin
seemed to identify his survival with
that of the Jews as a people and that
he steadfastly kept that single goal be-
fore him, regardless of how history
might judge him or his actions. All else
was secondary."”

Mr. President, we share in the grief
and mourning of our friends in Israel.
In his death, we commemorate the life
of a great Israeli leader. May he rest in
peace and serenity. He has earned
nothing less.

Mr. President, I ask unanimous con-
sent to have printed in the RECORD an
editorial and an op ed from this morn-
ing’s Washington Post.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

[From the Washington Post, Mar. 10, 1992]

MENACHEM BEGIN

1t was difficult, even at moments when he
was at his most vexing and pugnacious, not
to harbor a certain admiration for the integ-
rity of Menachem Begin. In an age—was
there ever any other? —when so many politi-
cians changed position in the slightest
breeze, the former Israeli prime minister
represented a rare constancy and devotion to
personal principle. The odds were almost al-
ways against him, but that never diminished
his ardor to do what he considered right for
his people. His style was that of another pe-
riod and place, but what he delivered was
quintessentially of his time.

His role in creating Israel in 1948 is still a
matter of controversy, as many critics in Is-
rael and elsewhere are still reluctant to cred-
it his leadership of an underground move-
ment against the British, and his sometimes
terroristic activity, for the birth of the Jew-
ish state. But Mr. Begin himself was never in
doubt that his Holocaust-learned readiness
to fight for his Zionist beliefs tipped the bal-
ance. In this instance, as was his habit, he
left the compromising to others.

A turn of the political wheel finally
brought Mr. Begin and his Likud Party to
power in 1977. Egypt's Anwar Sadat found
himself terminally prickly—though he did
have his courtly side—but also reliable and
strong enough to fashion, with Jimmy
Carter’s help, the first Arab-Israeli peace
agreement. Thus did a rigid radical right-
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winger accomplish an immense strategic
feat, neutralizing Israel's most powerful foe,
that had eluded Israel's liberal Labor estab-
lishment through four wars over nearly 30
years.

In 1982 Menachem Begin conducted, or at
least let loose, the invasion of Lebanon that
in its bloodiness and inconclusiveness se-
verely strained his relations with the United
States and led to his stepping down in the
following year. He fought the war to crush
the threat posed by Palestinians struggling,
as he himself had earlier struggled, to claim
a state on the land contested between them.
Mr. Begin never understood that his goal of
annexing the West Bank with its predomi-
nantly hostile Arab population was consist-
ent neither with obtaining full peace for Is-
rael in its region nor maintaining full de-
mocracy in the Jewish state. Still, his con-
tribution in helping to start negotiations be-
tween Israel and his hostile neighbors was
enormous and historic.

[From the Washington Post, Mar. 10, 1992]
MENACHEM BEGIN: SHAPED BY HOLOCAUST
(By David Ignatius)

Menachem Begin told me in July 1982, be-
fore the war in Lebanon had gone sour on
him, that when he retired he planned to
write a book, to be called *The Generation of
Holocaust and Redemption.”

““T'his is my generation,” Begin said during
an interview that day, outlining the chapters
of his book. “I survived 10 wars, two world
wars, Soviet concentration camp, five years
in the underground as a hunted man and 26
years in opposition Iin the [Israeli] par-
liament. Twenty-six years, never losing faith
in a cause.”

And how would Begin end his book? ‘‘Peo-
ple ask me sometimes the gquestion, ‘How
would you like to be remembered?’ " he said.
“Perhaps I will end the book with this. And
the answer is, as a decent man. No more.""

Begin never published the book, but in a
sense it was unnecessary. For Begin's entire
life was the story of that generation—of the
impossible tragedy of the Holocaust, and the
impossible triumph of Israel.

The last time I saw Begin was a year later,
in August 1983. By then, he was the Lion in
Winter, gaunt and sad-eyed, brooding about
the war in Lebanon that had gone so badly
wrong. A man who had devoted his career to
saving Jewish lives and making Israel more
secure was now caught in a war that was
daily killing Jews, without adding to Israel’'s
security. For Menachem Begin, that recogni-
tion must have been agony.

‘““The truth is that he is sad,” said Yehiel
Kadishai, Begin's personal secretary and
comrade from the Irgun underground, when I
asked about his melancholy boss. “It's true.
There is a deep sadness in his heart. He is a
person who can't show a laughing face when
there is sadness In his heart."”

Begin’s aides explained that he couldn’t
take his mind off the continuing Israel death
toll in Lebanon, He would ask each day for
the latest casualty figures, for the details of
how each soldier had died. When his aides
tried to change the subject, he would steer
them back to the death and destruction.

A few weeks later, Begin was gone. He re-
signed as prime minister on Sept. 15, 1983,
telling his colleagues he could not continue.
He spent the rest of his life as a virtual rec-
luse, surfacing only occasionally—but never
to explain or complain.

The Begin I got to know during two long
interviews for The Wall Street Journal was a
different person from the unsmiling,
unyielding man Americans met on their tele-
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vision screens. He was an old-world gen-
tlernan who dressed in a formal business suit
even when everyone else in Israel was wear-
ing an open-neck sport shirt; a lawyer who
worked in an office lined with Israell texts,
a Jewish encyclopedia and a “Jane’s” guide
to military weapons around the world.

And he was funny. That was the great
shock about Menachem Begin; he was funny
like Mel Brooks' 2,000 Year-Old Man. When I
once mentioned to him that I had just read
his book, *“The Revolt,” he responded:
“What? You were having trouble sleeping,
maybe?’" When a colleague once asked him
what had been the greatest achievement of
the Jewish people during their long history,
Begin gave him a cockeyed look and
deadpanned: ““The day of rest.”

Begin knew who his enemies were: The
Palestine Liberation Organization, which he
always called the “‘so-called PLO."” He ex-
plained during my first conversation with
him, in July 1981: “My language is ‘so-called
PLO.” Not because of the ‘P’ and not because
of the ‘0." They may stay. Because of the ‘L.’
What kind of a liberation is it to try to de-
stroy a people, and all the time to turn the
weapons against the civilian population?”

He talked about the old man from the town
of Nahariva who had recently been killed by
the PLO’s Soviet-made Katyusha rockets,
and the way he described it reminded his lis-
tener that for Begin, the Holocaust was al-
ways present In memory, something that had
happened just before yesterday.

“Amongst the people who got killed by the
Katyushas was a man age 68, Begin said.
“Yes, he lived for several years in Auschwitz,
if I may say so. And then he survived Ausch-
witz and came to this land, or he came back
to the land of his forefathers. And here, 36
years after the end of the war, and after he
had survived Auschwitz, the Soviet-supplied
Katyusha—supplied to a neo-Nazi organiza-
tion, which killed a Jew because he is a
Jew—it got him."

That was the essential Begin. He was born
into his generation of holocaust and redemp-
tion, and it was foolish of the Americans, let
alone the Arabs, to imagine that they could
ever sweet-talk Begin out of it, and into a
sense of security and confidence that his en-
tire history denied.

What if Yasser Arafat were to announce (as
he later did) that he accepted Israel's right
to exist? Here is how Begin, wary to the end
of his days, answered that question in 1982.

“It would be a deception,” he said. “I
wouldn't believe Hitler, or Goering, or Goeb-
bels, and I will not believe Mr. Arafat, or Fa-
rouk Khaddoumi, or Abu Iyad. They proved
to us in writing, in deeds, in speeches that
they are bent on the destruction of Israel.
And no nation will ever agree to commit sui-
cide.”

Mr. DURENBERGER. Mr. President,
I yield the floor.

Mr. LAUTENBERG addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from New Jersey [Mr. LAUTEN-
BERG] is recognized.

Mr. LAUTENBERG. Mr. President,
the Senator from Minnesota made
some very significant and, I think, elo-
quent remarks about Prime Minister
Menachem Begin, ex-Prime Minister. I
think the title followed him to his
grave even though he was not formally
sitting in the prime minister's chair.

I had the privilege, Mr. President, of
meeting Mr. Begin several times. I was
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in Israel when President Sadat visited
on that historic occasion. I was there
when he broke all the rules, broke all
of the taboos—and went directly to Is-
rael to make peace.

It was quite a stirring moment not
just in the history of Israel but in the
history of mankind; in that sworn en-
emies, avowed combatants, were able
to sit down at a table, finally, when the
will prevailed and obtain peace.

In those discussions, under Prime
Minister Begin’s stewardship, much
was exchanged for peace. The Israelis
gave back the Sinai Desert which they
had captured in the 1973 war, including
oil wells. The significant supply of oil
in the Sinai would have been enough to
allow Israel self-sufficiency in her en-
ergy needs. For peace, Israel gave back
enormous amounts of territory includ-
ing a town called Yamit in which peo-
ple had settled and infrastructure had
been built, including houses and
schools and stores, all kinds of facili-
ties.

Mr. Begin was known by some as a
terrorist. We know that he was a per-
son deeply imbued with a commitment
to his own people.

He ordered, in the interest of peace,
that that town of Yamit, built on the
Mediterranean, just in, now, the east-
ern reaches of Egypt, be evacuated.
They physically carried residents out
of that town, destroyed the buildings
that they had built that were of value.
The residents did not want to turn that
over—and give back the Sinai, but they
did. A year or so ago in the final settle-
ment of a border on the Gulf of Agaba,
Israel conceded a very sensitive, new
boundary because they wanted peace.
They wanted more than anything to
save the lives of their young people.

Now, Mr. President, as we look at the
discussions underway purportedly lead-
ing to peace, we do not have the same
kind of a gathering or a meeting that
we had had between President Sadat
and Prime Minister Begin.

President. Sadat paid a terrible price
for his peace overtures. He died at the
hands of assassins. We were all
shocked; all dismayed. His widow con-
tinues in search of peace in the area,
and lectures regularly in the United
States, as does his daughter. Sadat
paid a terrible price for wanting to
make peace, but he made it. And there
were no preconditions.

Mr. President, this peace conference
that is taking place now ought also to
be conducted without preconditioning.

We do not need the heavy hand of the
administration saying settlements are
the greatest obstacle to peace and,
therefore, we ought not to help Israel
in a humanitarian mission to help to
provide for absorption of new immi-
grants. Instead, what we have done is
entered into the peace discussions in a
material and detrimental way by not
saying to the parties: Sit down, talk,
as did Prime Ministers Begin and
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Sadat, and talk about peace and how
you get there without preconditions.

Mr. President, the territories were
taken in response to a war, a war
against Israel, in which the mission of
her enemies was to destroy the country
and to, as often said, ‘‘Drive the Jews
into the sea; exterminate them; elimi-
nate the Jewish State.”

Mr. DURENBERGER. 1 wonder if my
colleague will yield for a minute.

Mr. LAUTENBERG. Sure.

Mr. DURENBERGER. Mr. President,
I appreciate the opportunity to be here
and to listen to my colleague talk
about both his personal experiences
and his commitment. And I think I un-
derstand the appropriateness of the
message he is leaving with all of us
now,

Because I must be elsewhere, much
as [ would like to continue to engage in
this—he is expressing many of the feel-
ings that I have—I did want to thank
him for sharing the personal experi-
ences he had. I was reminded, as my
colleague from New Jersey was speak-
ing, of the first time I went with—this
happened to be right after the Camp
David conference—I went with former
colleague from Connecticut, Senator
Ribicoff, and with Bob Strauss.

We went to Egypt, and we spent some
time having our eyes opened there,
with the help of President Sadat; and
then to Israel, to meet with President
Begin, Prime Minister Begin. I was
struck by how little these two adver-
saries had really known about each
other, until one of them offered to open
up a personal relationship.

I was struck, too, because of the
tough image that I had of Prime Min-
ister Begin up to that point, and what
a large heart he had, and how he dem-
onstrated that in his discussion of
what he was learning about President
Sadat; what he was learning about the
Egyptian people; what he was learning
about the conditions under whieh the
Egyptian people were living in their
country.

And I think that probably one of the
lessons I took away from that was that
it always takes a special relationship
between world leaders to bring about
the kind of relationship on which you
are going to build peace. It does not
take the artificialities of outside-deter-
mined conditions and a variety of pri-
orities set by other people. It really
does take sort of a confidence and a
trust, that obviously these two men
had built between themselves, in order
to lay the foundation for this peace.

And right now, my sense is—and I
perhaps think it is the sense of the
Senator from New Jersey—that that
trust between the people involved,
which is so essential on which to re-
build the foundation for the future in
the Middle East, is starting to get a lit-
tle shaky, for whatever reason; and
that unless somebody starts to move
fairly quickly to bring those people
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back together and to build the rela-
tionship that Menachem Begin and
Anwar Sadat built with each other, you
are not going to see more than that
one Arab country join in an effort to
bring peace to the Middle East, and
thus, for many of us, peace to the
world.

I thank my colleague for yielding.

Mr. LAUTENBERG. Mr. President, [
thank my colleague once again for his
thoughtful remarks, because we are
talking about a significant world lead-
er passing from the scene. It is an ap-
propriate time to reflect on what that
individual’s life meant as we con-
template discussions for peace in the
troubled area. I started to say that in
the defensive war of 1967, the Israelis
ended up with the territories becanse
they were responding to a threat to ob-
literate the State of Israel and to try
to remove her from the face of the
Earth.

That experience conditioned the Is-
raelis; they learned something. They
learned that they had to take care of
themselves, that they had to be pre-
pared for any eventuality. Because, let
us say, for the population of some 4 to
5 million, surrounded by a peopulation
of more than 100 million, some of those
countries very rich in resources, they
had to further survival.

This is a time now to mark Prime
Minister Begin's departure by taking a
vow that this will be the time to put
aside any preconditions, encourage the
parties to go to the table, and wind up
in the direction of peace.

Senator DURENBERGER said it: No-
body ever believed, when Begin came
to office, that this hardliner, tough guy
who fought for survival would ever
make peace. Instead, when it was eye
to eye, face to face with his counter-
part in Egypt, they managed to strike
an agreement. Yes, President Carter's
intervention and helping hand made an
enormous difference. But the fact is
that peace was obtained.

That is what ought to be happening
here, Mr. President. We cught not to be
discussing territories or settlements;
we ought to be encouraging the parties
to get together to resolve those issues.
There is a serious discussion about
housing loan guarantees taking place. I
think they ought to be conducted apart
from the discussion of the territories
or settlements.

We can debate the humanitarian obli-
gation that the United States has to
provide those housing loan guarantees
at no cost to the American public,
since we for decades insisted that the
Soviet Union, as it then existed, permit
people to emigrate freely. That is the
condition we required for trade and
commerce, and we stayed fast with
that.

Finally, as a result of Mr.
Gorbachev's tries, and encouragement
by then President Reagan and the Con-
gress, we arrived at a condition where
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people were free to emigrate. President
Bush encouraged it very significantly
as well.

Mr. LEAHY. Will the Senator yield
for a comment?

Mr. LAUTENBERG. Yes.

Mr. LEAHY. I would note to the dis-
tinguished Senator from New Jersey,
who is one of the leaders on this issue
on settlements and loan guarantees, on
the question of loan guarantees, I had
made a proposal which the distin-
guished ranking member of the Sub-
committee on Foreign Operations, Sen-
ator KASTEN, has agreed to. It has to be
either vetoed, or signed by the Presi-
dent, should it be passed; we have no
way of guaranteeing anybody’s votes
except ours.

There is a proposal that Senator KAs-
TEN and I are willing to agree on. The
Leahy-Kasten proposal has been given
to the administration, and we are ask-
ing them for their reaction. I have told
them that I want a definitive answer.
It will either be signed, were it to be
passed by the Congress—not an easy
step, when a majority of the people in
this country oppose loan guarantees.
Should it be passed, would it be signed
or vetoed?

In any event, within the next few
days, our committee, the Subcommit-
tee on Appropriations, will meet, and
that question will be presented to us. I
mention this because a number of Sen-
ators have asked what is happening on
this. The Senator from New Jersey, of
course, has been one of the most active
in trying to work out this situation. I
know of his deep, abiding concern.

Incidentally, the part that I heard of
his expression of the tremendous step
toward peace that former Prime Min-
ister Begin took, I happen to agree
with—the step he took, that President
Sadat took, and I think the tremen-
dous courage and stick-to-itiveness of
former President Jimmy Carter.

It was one of those moments in his-
tory, a somewhat finer moment, where
you had three people willing to put
aside decades—generations, perhaps—of
thinking in other ways, with distrust
and animosity, and all the rest, and
came together not for their own per-
sonal benefit but for the benefit of
their countries—our country in the
case of President Carter, Prime Min-
ister Begin’s country in his case, and
President Sadat’s country in his.

I hope that the same kind of effort
will be used on both sides in the ongo-
ing peace talks. The fact of having
them is a tremendous step forward, but
it is not enough. Ultimately, peace
should come, and there are tremendous
opportunities in the Middle East for
both the Arab world and for Israel, but
it is an opportunity that only comes
about through cooperation and the re-
moval of the threat of war. There are
some parties who think that takes a
huge leap of faith, who think we will
never get to that. There are a lot of
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other parties that can work to it and
should.

The question of loan guarantees will
be settled one way or another, at least
at the committee level, in the next few
days. I hope the compromise that I had
proposed, and which Senator KASTEN
accepts, can be agreed to and can be
signed because it will still be a long
row to get it through the Senate, get it
through a committee of conference,
and get it through both parties after
that. So it is not a done deal even with
it.

But I would like to see that issue set-
tled because I agree with the Senator
from New Jersey that that should not
be something that tangles up the peace
process. There are enough serious is-
sues within the peace process to be ne-
gotiated without the actions of the
U.S. Congress tangling it up. 1 agree
with that, and I thank the Senator
from New Jersey for yielding his time.

Mr. LAUTENBERG. Mr. President, I
thank the Senator from Vermont for
his comments. He has tried very hard.
We are old friends, and we have had
some difficult moments. His job is to
try to fashion a compromise. I reserve
the right, as do all of us, to stand up
for what we believe is an obligation,
but he has the job, the Senator from
Vermont, as chairman of the Sub-
committee on Foreign Operations, to
fashion an arrangement that can sur-
vive. I know he has had a very tough
time in dealing with the administra-
tion on one side and with those on the
other side who think the United States
ought to provide humanitarian relief
unconditionally. So his efforts have
been significant. I hope that he will be
able to succeed in getting an accept-
able bill through the subcommittee and
through the committee. I sit on the
subcommittee and I would like to con-
tinue working with him to determine
what constitutes an acceptable bill.

There is one thing I would just like
to say to my friend and colleague in
terms of the comment that he made
that people are overwhelmingly op-
posed to these housing loan guaran-
tees. I do not think the case has been
presented, Mr. President. 1 do not
think that there have been those advo-
cates standing up there and saying,
“Listen, Israel, for decades now, in her
very short history has saved perhaps
thousands of American lives and bil-
lions of American dollars.”

Where would we have been if Saddam
Hussein had the nuclear capability
that was being developed in 1981 when
the Israelis intervened by bombing the
reactor at Osiraq. Yes, there was uni-
versal condemnation and criticism at
the time. Inside the Pentagon, how-
ever, they were cheering because they
knew how significant that action was
going to be.

Mr. LEAHY. Mr. President, will the
Senator yield for one observation one
more time?
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Mr. LAUTENBERG. I yield.

Mr. LEAHY. I agree with the Sen-
ator. A lot can be made and done to
make the case. When the Leahy-Kasten
compromise makes it to the floor of
the Senate, I will certainly expect the
Senator and others to make their case
because we have to.

Mr. LAUTENBERG. I hope there will
be an acceptable proposal on the floor.

Mr. LEAHY. I think the compromise
itself will not be a popular one. I think
it is a wise one. I think it is a just one.
I think it speaks both to the signifi-
cant interest of the United States and
the significant interest of Israel, and
when it makes it to the floor, then we
are going to also have to make a case
and the case will have to be made in
the other body.

Mr. LAUTENBERG. We will be work-
ing together if there is an acceptable
proposal.

Mr. LEAHY. I thank the Senator.

Mr. LAUTENBERG. Mr. President, I
do not think the impatience of the
democratic presence of Israel in the
Middle East has meant to the United
States has been clearly articulated. I
stand here today talking about only
America’s interests, what is good for
America, what is good for our country.
We want to preserve our position of
international leadership.

We have been battered from pillar to
post now, whether it is on the eco-
nomic front, perhaps even the diplo-
matic front, criticism today by Presi-
dent Nixon of President Bush's action
in terms of Russia. We want those new
democracies to survive. We have a very
important stake in that area, and we
hope that we will be able to see a bold-
ness on the part of the President in re-
maining in the forefront of the inter-
national body so that we can preserve
the leadership role for America.

But, Mr. President, we cannot do
that if we suddenly turn our back cn an
ally who has been there for us for dec-
ades; an ally who helped us maintain a
degree of stability in a region that
would have, in my view, gone up in
flames in earlier times were it not for
Israel there to unite the enmity of the
Arab countries.

We concluded a war just about a year
ago, Mr. President, in the Persian Gulf
in which America survived with glory
and with honor at the time. We had
over 500,000 of our best young people
there, and they did their job quickly
and effectively. The fact is that we did
not bring democracy to that area. You
have not seen the Kuwaiti Government
ask the Palestinians, who lived there
and earned a living there, and invite
them back into their community.
These human beings who have families
and have homes and still want to make
a life for themselves.

In Saudi Arabia we see constant re-
pression by the monarchy. We know
there has been a recent attempt to de-
mocratize. If one reads between the
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lines, however, one sees that the king
is not giving away the store by a long
shot. And, further, we won the war in
100 days, but Saudi Arabia has not been
able to pay its bill to the United
States. They still owe us over $1 bil-
lion, or did as of last week, on a pledge
they made to pay for the cost of saving
their country. It is like the parents of
the kidnaped child who said, ‘‘Listen,
return my kid and I will pay you as
soon as I get the money.”” We should
have demanded cash up front. That is
the least they could have done. It cost
us a fortune; we lost people. Yes, it was
a relatively small number, but every
one of those young people who died,
died a hero or heroine, and their fami-
lies still mourn. So it was not without
cost. And the least those so-called
friends of ours could have done was
ponied up and paid their bills when
they were due. Everyone knows that
Saudi Arabia does not have any prob-
lem getting cash. Just look at the
homes that the royal family has and
the profligate spending that they en-
gage in. Pay your bills, that is what I

say.

Mr. President, today we are reminded
by the death of Prime Minister
Menachem Begin about the sacrifices
that were made on behalf of democracy
in the Middle East. But we also have to
remember those occasions, like in 1970
when the Jordanian King turned artil-
lery fire on Palestinians living on the
east side of the Jordan River and they
swam and they walked across Jordan
seeking refuge in Israel. The avowed
enemy was where they turned to to
protect themselves and their families.

So we have an interest, Mr. Presi-
dent, to try to keep this democracy
strong. She has been a dependable ally.
She has asked for housing loan guaran-
tees, and it may come as a surprise,
but the United States has been provid-
ing guarantees for the last 5 yvears in
excess of $10 billion to Arab countries,
including $2 billion to Kuwait. We
underwrote their loans unconditionally
and said, “Look, these guys will pay
their debt.”

We have been doing that without any
political condition. And that is the way
we ought to do it with Israel’s request.
We ought to make sure that Israel pays
her bills—that is her responsibility—
but we ought to help provide a refuge
and a haven and a home for those who
now live in the former Soviet Union
who are threatened by the rise of na-
tionalism, antisemitism and other acts
of racism.

And there would not be a more appro-
priate time to see that happen, Mr.
President, than as we acknowledge the
passing of a leader, someone who, as we
heard from Senator DURENBURGER, de-
fended his people, defended his country,
and died with honor and dignity.

I was in Oslo, Norway, invited to see
the award of the Nobel Peace Prize to
President Sadat and Prime Minister
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Begin. It was a very touching cere-
mony. It is really touching when you
think about it. If one wants to talk
about how people can resolve dif-
ferences, a reference is always made to
Israel and Egypt. People say, well, if
Israel and Egypt can do it, then any-
body can do it, because there were no
more bitter enemies then those two
countries. There was no greater loss of
life in terms of the size of their popu-
lation than the wars between those
countries.

And so as we look at the recent past,
we have to also look to a future and
say, America, stand up. There is a hu-
manitarian need you ought to address.

I yield the floor and suggest the ab-
sence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. LAUTENBERG. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. SIMPSON. Mr. President, in gen-
eral, this bill is a quite straightforward
reauthorization of an existing program.

Several amendments to the original
act have been made. However, the ad-
ministration remains opposed to this
bill for a number of reasons, primarily
due to its prescriptive and costly regu-
latory requirements and the possibility
of duplication with existing Federal
programs.

Further, there is a question that this
act may not significantly lower indoor
air radon levels.

This brings up my specific concern
with the bill. Are we, in fact, address-
ing the greatest risk posed by exposure
to radon first, thus efficiently and ef-
fectively allocating scarce resources?

For this reason, I wholeheartedly
support Senator SMITH'S and Senator
WALLOP’s amendments.

Senator SMITH's amendment requires
the Environmental Protection Agency
[EPA] to conduct a multimedia risk as-
sessment of radon prior to promulgat-
ing any national primary drinking
water regulation for radionuclides
under the Safe Drinking Water Act.

The EPA’s Radiation Advisory Com-
mittee of the Science Advisory Board
wrote to Administrator Reilly on Janu-
ary 29, 1992, 6 weeks ago, that the pro-
posed National Primary Drinking
Water Regulations for Radionuclides,
proposed rule in the July 18, 1991, Fed-
eral Register, revealed an inconsistent
approach within the EPA regarding re-
ducing risks from radon exposures in
homes.

The EPA's own Science Advisory
Board is seriously concerned that the
recommendations set forth in the
Science Advisory Board report, ‘‘Re-
ducing Risk: Setting Priorities and
Strategies for Environmental Protec-
tion,” were not applied in this rule-
making.
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The Radiation Advisory Committee
further recommended that EPA ‘‘con-
duct a full multimedia risk assessment
of the various options for regulating
radon in drinking water. Such an eval-
uation would include the risks posed by
the treatment or disposal of any wastes
produced by water treatment.”

What this means is that since radon
in drinking water represents only 1
percent of total exposure to radon that
regulating radon in drinking water to
the proposed 300 picoCuries per liter
standard may not be the most cost-ef-
fective program.

Further, the equivalency between air
radon levels and water radon levels is
10,000 to 1. This means that if the air
radon level is 1 picoCurie per liter then
the equivalent water level is 10,000
picoCuries per liter.

Given that background levels for
radon are 0.1 to 0.5 picoCuries per liter
outdoors and 1 to 2 picoCuries indoors
the equivalent drinking water level
would be 10,000 to 20,000.

One may easily conclude that the
proposed 300 picoCuries per liter is dis-
proportionately minuscule and cer-
tainly should be revised proportion-
ately to the indoor radon level—to the
3,000 picoCuries per liter range.

In my own State of Wyoming, tests
have been conducted in all 23 counties
for indoor residential radon readings.
Sixty percent of all homes tested fall
below the EPA indoor air action level
of 4 picoCuries per liter, yet the pro-
posed rule would require expensive
treatment for water serving these
homes, even though radon in the water
contributes less than five percent to
the radon level in the air. This rule
would require removal of radon in
drinking water to a level of .03 in air.
There seems to be a contradiction in
our policies.

In looking at nine tests on homes and
schools in Laramie County, all pass the
recommended EPA indoor air lsv2i but
not one can meet EPA’s proposed
drinking water radon limit of 300
picoCuries per liter.

Mr. President, I would point out that
radon in drinking water is not a con-
cern when ingested but when it escapes
as a gas from the water and is inhaled.
The geology of Wyoming, as well as
most other States—produces radon in
the soil and the gas mixes with well
water—the primary source of drinking
water in Wyoming.

We need to deal with the problem of
radon, there is no question about that.
What we must do, however, is make
sure that we have the policy direction
under control; that we are not just
throwing money at a small portion of a
problem that requires a comprehensive
solution; that we consider the eco-
nomic impacts of our good intentions.
Therefore, I firmly support the Smith
amendment because I believe that it
accomplishes these goals. Thank you.
With those significant amendments I
shall support the bill.
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I would like to submit several docu-
ments for the RECORD, and ask unani-
mous consent that they be printed
after these remarks.

First, EPA Science Advisory Board
letter of January 29, 1992; Second, the
February 28, 1992, Statement of Admin-
istration policy; Third, the October 15,
1991, letter from the Wyoming Public
Health Sanitarians Association to the
EPA; and Fourth, the March 9, 1992,
letter from the Wyoming Department
of Health.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

ENVIRONMENTAL PROTECTION AGENCY,
Washington, DC, January 29, 1992.
Subject: Reducing Risks from Radon; Drink-
ing Water Criteria Documents.

Hon. WILLIAM K. REILLY,
Administrator, Environmental Protection Agen-
cy, Washington, DC.

DEAR MR. REILLY: The Radiation Advisory
Committee of the Science Advisory Board
has reviewed several radon-related issues
brought to it by the Agency during the past
year-and-a-half.! The Committee has also
commented extensively on the criteria docu-
ments supporting the proposed regulations
for radionuclides in drinking water.2 As a re-
sult of these reviews and the proposed Na-
tional Primary Drinking Water Regulations
for Radionuclides?, the Committee is writing
to convey its concerns about the inconsist-
ent approach within the Agency regarding
reducing risks from radon exposures in
homes. This issue illustrates a larger con-
cern that the Agency is not effectively ap-
plying the recommendations set forth in the
Science Advisory Board report Reducing Risk:
Setlting Priorities and Strategies for Environ-
mental Protection (subsequently referred to as
Reducing Risk).

The purpose of this letter is two fold: (a) to
address the fragmented and consistent ap-
proach regarding reduction of radon risk and
(b) to provide our closing comments on the
revised drinking water criteria documents
that support the proposed regulations.

THE PROPOSED DRINKING WATER REGULATION IN
RELATION TO THE REDUCING RISK REPORT

The Committee realizes that the technical
aspects are only one of many factors that
must be considered in making policy deter-
minations and that the Agency has already
given significant thought to these issues in
preparing the proposed regulations for radon
in drinking water. However, the Radiation
Advisory Committee would like to express
its views on the relative risks addressed by
the proposed regulation vis a vis other radon
risks reviewed by the Committee and offered
its views as well on what its technical obser-
vations mean for matters of policy.

TECHNICAL OBSERVATIONS

The Agency has recognized that there is a

serious question about the regulations of

tRelationship Between Short- and Long-term Cor-
relations for Radon Tests (EPA-SAB—RAC-92-008);
Revised Radon Risk Estimates and A lated Un-
certainties EPA-SAB-RAC-LTR-92-003); Draft Citi-
zen's Guide to Radon (EPA-SAB-RAC-LTR-92-005).

2Report to the Administrator on a Review of the
Office of Drinking Water assessment of Radlo-
nuclides In Drinking Water and four Draft Criteria
Documents (SAB-RAC-87-085); Review of Office of
Drinking Water's Criteria Documents and Related
Reports for Uranium, Radium, Radon, and Manmade
Beta-gamma Emitters (EPA-SAB-RAC-92-009).

3National Primary Drinking Water Regulations:
Radionuclides: Proposed rule. Federal Register,
56:33060-33127, 18 July 1991.
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radon in drinking water. After considerable
deliberation, the Office of Drinking Water
has proposed to regulate it in the manner
adopted for other contaminants under the
Safe Drinking Water Act; that is, at an ap-
proximate lifetime risk level of 10-4. The
chief risk due to radon in water is its release
into the air and subsequent inhalation, as
opposed to ingestion of waterborne radon.
Thus a 10~ risk level (averaged over smok-
ers and non-smokers) translates into about
0.03 Pel/Ls in air, or approximately 300 Pci/L
in water. That air concentration is more
than 100 times smaller than the Agency’s
volantary guideline of 4 Pci/LL for indoor
radon concentrations. It is also well within
the natural year-to-year variation in indoor
radon concentrations in average houses. As
part of the Indoor Radon Abatement Act
(Public Law 100-551) the Congress defined the
goal of achieving an indoor radon level equal
to the natural outdoor level, which is 0.1-0.5
Pcl/LL depending on the area of the country
(NCRP Report No. 94). This goal is a factor of
8-40 below the indoor radon action level, but
about a factor of 10 higher than the indoor
radon level corresponding to the proposed
regulation for radon in drinking water.

The Agency estimates that about 5% of the
total indoor radon in homes served by
ground water is due to radon released from
household water use. (In homes served by
surface water supplies, only a fraction of the
percent of the indoor radon will be due to
water use.) Data in the radon criteria docu-
ment indicate that approximately 10-30% of
the population that relies on ground water
sources is exposed to water with radon con-
centrations above the proposed contaminant
level of 300 Pci/L. Overall, about 1% of the
total Indoor radon in areas with ground
water supplies would be addressed by adopt-
ing the current proposal.

Although some point estimates of param-
eters have been employed here, the Commit-
tee is well aware of, and wishes to bring to
your attention again, the uncertainties in
parameters and models employed in the
Agency's assessments, Full consideration of
uncertainties is called for in the Reducing
Risk report and its an essential part of the
evaluations that the Committee recommends
below. The Committee urges appropriate ac-
tion to assure that the risk assessment fully
considers the uncertainties.

POLICY CONSIDERATIONS AND
RECOMMENDATIONS

The radon exposure situation reflects the
fragmentation of environmental policy iden-
tified in Reducing Risk. The tactics and goals
of different laws designed to address radon
exposures are not consistent. Efforts within
the Agency to reduce radon risks; while not
uncoordinated, are rooted in programmatic
areas that respond to different laws.

The field of radiation protection relies on
the principle of optimization, which the
Committee believes is in harmony with Re-
ducing Risk, particularly with Recommenda-
tion 4:

EPA should reflect risk-based priorities in
its strategic planning processes. The Agency's
long range plans should be driven not so much
by past risk reduction efforts or by existing pro-
grammatic structures, but by ongoing assess-
ments of remaining environmental risks, the ex-
plicit comparison of those risks, and the analy-
sis of opportunities available for reducing risks
(italics ours).

Optimization, like the philosophy espoused
in Reducing Risk, means that we should apply
our limited resources to the more important
risks.

Frankly, radon in drinking water is a very
small contributor to radon risk except in
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rare cases and the Committee suggests that
the Agency focus its efforts on primary rath-
er than secondary sources of risk. The Agen-
¢y should conduct a full multi-media risk as-
sessment of the various options for regulat-
ing radon in drinking water. Such an evalua-
tion would include the risks posed by the
treatment of disposal of any wastes produced
by water treatment. It would also consider
the effects of releases of other volatile com-
pounds during treatment. (This is currently
cited as an ancillary benefit of treatment
without analysis of the overall result.)

The Committee understands that the Safe
Drinking Water Act requires the Agency to
develop regulations for radionuclides in
drinking water. The Committee further real-
izes that a management structure based on
media/pollutants may make recommenda-
tions that involve different perspectives dif-
ficult to implement. However, if the Agency,
the Congress, and the country are going to
grapple seriously with the concepts in Reduc-
ing Risk, then it is precisely this type of
issue that must be confronted directly, open-
ly, and creatively.

CLOSING COMMENTS ON THE REVISED DRINKING
WATER CRITERTA DOCUMENTS

The Committee would also like to com-
ment on some aspects of the criteria docu-
ments prepared in support of the proposed
regulations. Reviews of two earlier drafts of
the associated criteria documents have been
performed. Following the Committee's re-
view in the summer of 1990, the Office of
Drinking Water, with the assistance of the
Office of Radiation Programs, revised the
criteria documents supporting the propeosed
regulation. The Committee does not wish to
undertake a detailed formal review of the
third set of criteria documents. The fun-
damental scientific questions were discussed
in the previous reviews, cited above. The
Committee stands by its original positions
and believes that the Agency could further
improve the scientific credibility of the cri-
teria documents by adopting its rec-
ommendations.

The new set of documents is more com-
plete and individual reports now include
more explanation of the options considered,
selection criteria, and possible alternative
cholces. The Agency was less successful in
implementing the Committee's advice on un-
certainty analysis. Although each criteria
document now includes a chapter discussing
uncertainty, the content of those chapters is
very qualitative and is not the rigorous tech-
nical analysis envisioned by the Committee.
Overall document quality and clarity are
still inadequate for reports that are intended
to be the technical bulwark for Agency deci-
sions.

Broad scope assessments, of the type rec-
ommended above for radon, are also needed
for other of the proposed regulations. The
Agency’s analyses should include the risks
resulting from the concentration of radium,
uranium, and other radionuclides in wastes
resulting from water treatment. These in-
clude the risks to workers involved in dis-
posal activities and the risks of disposal it-
self, A complete picture of the costs and ben-
efits of implementing these regulations is
needed. The importance of cost-effective
treatment is stressed in Section V of the pro-
posed regulations, but evaluation of the net
benefit of the proposals is far from com-
prehensive.

The Committee appreciates the hard work
of the Offices of Drinking Water and Radi-
ation Programs. We thank them for briefings
and presentations that have aided our re-
views.
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In closing, the Committee strongly encour-
ages the Agency to review its proposed
drinking water regulations in light of Rec-
ommendation 4 of the Reducing Risk report
and to prepare comprehensive analyses of
the complex questions that arise. We look
forward to receiving a reply that delineates
your planned response to these challenging
issues.

RAYMOND C. LOEHR,
Chair, Executive Committee,
Science Advisory Board.
ODDVAR F. NYGAARD,
Chair, Radiation Advisory Committee.
PAUL G. VOILLEQUE,
Chair, Drinking Water Subcommitiee,
Radiation Advisory Committee.
OFFICE OF MANAGEMENT AND BUDGET,
Washington, DC, February 28, 1992.
STATEMENT OF ADMINISTRATION POLICY

(8. 792—Indoor Radon Abatement Reauthor-
ization Act of 1991—Lautenberg of New
Jersey and four others)

The Administration opposes enactment of
S. T92. The bill's prescriptive and costly reg-
ulatory requirements would duplicate exist-
ing Federal programs without significantly
lowering indoor air radon levels. The bill
would also undermine programs designed to
provide States with the flexibility to develop
self-sustaining, cost-effective, and location-
specific programs.

The Federal Government is already under-
taking numerous programs to address ele-
vated radon levels in buildings. The Environ-
mental Protection Agency’s (EPA) Radon
Action Program provides a wide range of
technical assistance to help States identify
and mitigate elevated radon in residences,
work places, and schools. EPA also is work-
ing with other Federal agencies to develop
radon policies for federally run housing pro-

grams.

The bill would inappropriately reauthorize
the State Radon grant program as a perma-
nent federally subsidized program. This reau-
thorization is contrary to the original intent
of the existing three-year start-up grant pro-
gram. The program was designed to end Fed-
eral assistance after three years by gradu-
ally increasing the State share. While the
Administration would not oppose a one-year
extension at a reduced Federal share, it op-
poses a longer extension.

The bill’s unfocused requirements and defi-
nitions will result in over-control and exces-
sive societal costs where radon levels are rel-
atively low. The definitions of ‘“‘Priority
Radon Areas’ and ‘“‘target action point’ are
too broad and ignore the work that EPA and
other agencies have already done to deter-
mine areas with a high probability of ele-
vated radon levels. The Administration op-
poses any change to the existing radon
guidelines without first going through the
appropriate scientific review process.

The bill's prescriptive regulatory approach
is premature given the current state of sci-
entific and technical expertise on mitigating
radon. Some of the techniques developed for
mitigating radon have been successfully ap-
plied in schools and large buildings. How-
ever, more research is needed, particularly in
multifamily residences, to develop and refine
these techniques, and a regulatory approach
for mitigating radon problems in large build-
ings is premature at this time.

8. 792 would unnecessarily insert the Fed-
eral Government into areas that have tradi-
tionally been the province of State and local
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governments. It is inappropriate for the Fed-
eral Government to interfere with State and
local control of the housing market by regu-
lation, forcing them to adopt Federal mini-
mum radon building standards. The bill may
supersede successful State and local govern-
ment programs designed to reflect the par-
ticular needs of their jurisdictions.

SCORING FOR PURPOSES OF PAY-AS-YOU-GO

S. 792 would increase direct spending,;
therefore, it is subject to the pay-as-you-go
requirement of the Omnibus Budget Rec-
onciliation Act of 1990 (OBRA). A budget
point of order applies in both the House and
the Senate against any bill that is not fully
offset under CBO scoring. If, contrary to the
Administration's recommendation, the Sen-
ate waives any such point of order that ap-
plies against S. 792, the effects of enactment
of this legislation would be included in a
look back pay-as-you-go sequester report at
the end of the congressional session.

OMB's preliminary scoring estimates of
this bill are presented in the table below.
Final scoring of this legislation may deviate
from these estimates. If S. 792 were enacted,
final OMB scoring estimates would be pub-
lished within five days of enactment, as re-
quired by OBRA. The cumulative effects of
all enacted legislation on direct spending
will be issued in monthly reports transmit-
ted to the Congress.

Estimates for pay-as-you-go

Outlays: Millions
Millions
516

STATE OF WYOMING,

DEPARTMENT OF HEALTH,
Cheyenne, WY, October 15, 1991,
COMMENTS CLERK—RADIONUCLIDES,
Drinking Water Standards Division, Office of

Ground Water and Drinking Water (WH-
550D), Environmenlal Protection Agency,
Washington, DC.

DEAR SIR OR MADAM: The Wyoming Public
Health Sanitarians Association (WPHSA) is
an organization concerned with environ-
mental health and sanitation issues, particu-
larly those with impact in the State of Wyo-
ming. In response to 40 CFR, Part 141 and
142, Federal Register dated Thursday, July
18, 1991, we would like to state our opposition
to the Radon-222 drinking water standard of
300 pCi/L. We recommend that a level, some-
where between the National average of 750
pCi/L and 3,000 pCi/L (the MCL for England)
be adopted. England’s socialized medicine
should be aware of increased health risks.

Our opposition is based on the following
facts:

(1) The present technology methods vary
between 50% and 95% effective depending
upon the type of radon treatment system.
All of these, aeration, GAC and decay stor-
age, have inherent technical problems which
have yet to be addressed in order to ade-
quately ensure that the sanitation of an oth-
erwise potable water supply is not com-
promised during a radon reduction process.

(2) We do further oppose that at levels of
300 pCi/L, that Chapter 6 of the “Radon Tech-
nologies for Mitigators,” an EPA publica-
tion, states that if limits are set between 200
and 2,000 pCi/L: as an MCL, radon could easily
become one of the most treated for contami-
nants in drinking water. This is based on
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their assumption that the average radon
concentration for most wells is approxi-
mately 750 pCi/L.. There is concern that
treatment for other contaminants in a water
system other than for the radon, that the in-
troduction of pathogenic bacteria by using
aeration treatment would be an unaccept-
able risk. Present technology would require
'3 or 4 passes to treat the water' and cause
a need for chlorination after aeration treat-
ment to ensure that no bacterial contamina-
tion has been introduced or sustained
through the radon treatment process.

(3) Using the accepted ratio of 10,000 pCi/L
in water to transfer to 1 pCi/L in air, it
would take a waterborne radon level con-
centration in excess of 5 million to equate to
the two working level months allowable by
EPA for radon workers in the industry using
a 30 minute water exposure twice a day.

(4) In our experience with testing in Lara-
mie County, Wyoming, the mean average
minus outliers on 9 wells is 2,203 pCi/L. The
median for the same sample data set is 1,315
pCi/L.

(5) In reference to a publication in the
Health Physics Journal, 1984, Dundulis, et al,
“Individual potable water supplies contain-
ing 222 Rn concentrations as high as 400,000
pCi/L: do not significantly increase the prob-
ability of stomach or intestinal cancer as de-
fined by the Beir III risk estimates."

(6) The radon in drinking water typical
variation ranges on an order of 2 to 3 mag-
nitudes on a daily basis as cited in the EPA
“Radon Technologies for Mitigator Hand-
book.'' Because of this, it is necessary that
multiple samples be taken in order to ensure
an adequate average.

We do believe that the data which we have
been able to examine speaks strongly in op-
position of the proposed 300 pCi/L for the rea-
sons cited above. Thank you for the avail-
ability to comment on this Federal Register.

Sincerely,

LiNDA D. STRATTON,
President, Wyoming Public Health
Sanitarians Association.
DEPARTMENT OF HEALTH,
STATE OF WYOMING,
Cheyenne, WY, March 9, 1992.
BRIDGETT O'GRADY,
National Water Resources Association, Wash-
ington, DC.

DEAR MsS. O’GRADY: We are sending the
summaries that you requested about indoor
air radon in Wyoming. Although these read-
ings are not directly related to water and
radon, we have preliminarily found that
those houses that had elevated indoor radon
levels often have a well that is also elevated,
but most of our home samples (2532) were not
on a private well system.

Our position is based on only about a dozen
results in Laramie County. A graph is also
included outlining 9 of these results. As you
can see there was not one well which would
have passed the low-end proposed Radon
limit of 300 pCi/L. However, the minimal
water radon contamination was not solely
responsible for the elevated Indoor radon
contamination levels. Furthermore, other
than the Radon level, all these wells have po-
table water supplies and are presently un-
treated water sources.

I hope this data is useful to you. Please
call if we can supply any other information.

Sincerely,
JAN HOUGH,
Coordinator, Radon Project.
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INDOOR RESIDENTIAL RADON READING WYOMING—1987, 1390, 1991
< 4 pCil 4-19 pCil 20-93 pCil 100-193 pCit 200 and > pCill
| 33 10 0 0 0 43
2 448 255 59 17 10 789
3 3 153 13 0 [] 259
4 53 2l 2 0 0 76
5 67 29 1 0 0 97
& 40 12 0 0 0 52
ST P T T P I I ) —— £ 52 3 0 0 110
8 16 T 1 0 0 i}
9 24 [ 0 0 0 30
10 49 18 3 0 0 10
1 53 [ 1 ] 0 60
12 36 48 8 0 0 92
T el skl B 21 9 0 0 0 30
14 9 9 0 0 0 18
15 11 0 0 0 35
16 2 5 0 0 0 el
AR ) oaledid o T 1 2 0 0 91
18 2 I 0 0 0 0
19 16 4 0 0 0 20
20 170 44 1 0 0 215
21 21 12 2 0 0 35
n 95 107 2 1 0 35
23 1 12 2 0 0 2
Total 1520 854 130 18 10 2532
Percentage radon results 60 k! ] § 0.7 03 100
Note.—All reported readings were short-term charcoal measurements reported to the Wyoming Department of Environmental Health, Radon program.
Mr. WALLOP. Mr. President, in the As I discussed earlier today, the

debate earlier today on S. 792, the in-
door radon bill, I mentioned a recent
letter I received from Jack McGraw,
the Acting Regional Administrator of
EPA in region VIII. This is the Rocky
Mountains region which includes my
State of Wyoming. The letter solicited
my support for radon testing. It seems
that all the tactics to scare people into
testing their homes, and undergoing
renovations, have failed. So, now, they
want me to test my home for radon.

I did not have the testing canister
when I was home in Big Horn, WY, this
past weekend. I have it here in my of-
fice. I thought I would leave it on my
desk here in the Senate, but the in-
structions state it should not be left in
a windy atmosphere.

While I was home, I did notice the
other part of the EPA radon campaign.
Huge billboards with the skull and
bones imprinted over the word “‘radon”
have been erected across Wyoming.
This fear-inducing effort not only poi-
sons rational debate, but resembles an
act of piracy. Rather than a crime on
the high seas, this is deceit on the high
plains.

In his letter, Mr. McGraw states,
“*x * * there is not yet consensus on
what concentration level of radon gas
in the air creates a health risk * * *»’
Yet the attached “Citizen’s Guide to
Radon” explains that testing and miti-
gation should be undertaken to avoid
the threat of lung cancer. In a rather
questionable passage, the guide reports
that 85 percent of the 130,000 annual
deaths from lung cancer results from
smoking. Above this parenthetical
statement, the guide states that up to
20,000 annual deaths are due to radon
exposure. This accounts for the re-
maining 15 percent of lung cancer
deaths. So, all lung cancers result from
either smoking or radon exposure. This
would frighten any homeowner or par-
ent into seeking immediate radon test-
ing and mitigation in a home or school.

science on the health effects of radon is
still an area of dispute. Currently, EPA
is working with the National Academy
of Sciences on the so-called BIER 6
study, which would be a new review of
the risks of radon exposure. The
amendment I included to this bill also
pushes for more accurate science on
health effects. I hope this desire for ac-
curacy also permeates EPA.

I ask unanimous consent that Mr.
McGraw’s letter, and the *Citizen’s
Guide’ be printed at this point in the
RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

ENVIRONMENTAL PROTECTION AGENCY,

Denver, CO, March 3, 1992.
Hon. MALCOLM WALLOP,
U.S. Senator,
Casper, WY.

DEAR SENATOR WALLOP: I'm writing to ask
your participation in our Regional Radon
Awareness Campaign. EPA, in cooperation
with state radon programs, has made contin-
uous strides in increasing public awareness
of the serious health risk from radon gas. Al-
though there is not yet consensus on what
concentration level of radon gas In the air
creates a health risk, scientists do agree
that radon gas can be dangerous if not de-
tected and properly addressed.

Your demonstrating how easy it is to test
for the gas by testing your Wyoming home
would greatly aid us in our efforts. EPA will
publicize your participation as a leader in
this public health protection campaign. Our
news release would announce only your will-
ingness to test for radon, not the test re-
sults.

In anticipating your willingness to partici-
pate, I have enclosed a charcoal canister
with instructions on how to test your home
and a copy of the *“Citizen's Guide to
Radon.™

Tammy Kozak of our Radiation Programs
staff will be contacting your office next
week to answer any questions you might
have. If you have comments or gquestions
about radon or the test that you would like
to discuss prior to her call, please do not

hesitate to call me or Tammy at (303) 293-
0977

Sincerely,
JACK W. MCGRAW,
Acting Regional Administrator.
A CITIZEN'S GUIDE TO RADON: WHAT IT IS AND
WHAT To Do AsouT IT
WHAT 1S RADON?

Radon is a radicactive gas which occurs in
nature. You cannot see it, smell it, or taste
it.

WHERE DOES RADON COME FROM?

Radon comes from the natural breakdown
(radioactive decay) of uranium. Radon can
be found in high concentrations in soils and
rocks containing uranium, granite, shale,
phosphate, and pitchblende. Radon may also
be found in soils contaminated with certain
types of industrial wastes, such as the by-
products from uranium or phosphate mining.

In outdoor air, radon is diluted to such low
concentrations that it is usually nothing to
worry about. However, once inside an en-
closed space (such as a home) radon can ac-
cumulate. Indoor levels depend both on a
building’s construction and the concentra-
tion of radon in the underlying soil.

HOW DOES RADON AFFECT ME?

The only known health effect associated
with exposure to elevated levels of radon is
an increased risk of developing lung cancer,
Not everyone exposed to elevated levels of
radon will develop lung cancer, and the time
between exposure and the onset of the dis-
ease may be many years.

Scientists estimate that from about 5,000
to about 20,000 lung cancer deaths a year in
the United States may be attributed to
radon. (The American Cancer Society ex-
pects that about 130,000 people will die of
lung cancer in 1996. The Surgeon General at-
tributes around 85 percent of all lung cancer
deaths to smoking.)

Your risk of developing lung cancer from
exposure to radon depends upon the con-
centration of radon and the length of time
you are exposed. Exposure to a slightly ele-
vated radon level for a long time may
present a greater risk of developing lung
cancer than exposure to a significantly ele-
vated level for a short time. In general, your
risk increases as the level of radon and the
length of exposure increase. b

HOW CERTAIN ARE SCIENTISTS OF THE RISKS?

With exposure to radon, as with other pol-
lutants, there is some uncertainty about the
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amount of health risk. Radon risk estimates
are based on scientific studies of miners ex-
posed to varying levels of radon in their
work underground. Consequently, scientists
are considerably more certain of the risk es-
timates for radon than they are of those risk
estimates which rely solely on studies of ani-
mals.

To account for the uncertainty in the risk
estimates for radon, scientists generally ex-
press the risks associated with exposure to a
particular level as a range of numbers. (The
risk estimates given in this booklet are
based on the advice of EPA’s Science Advi-
sory Board, an independent group of sci-
entists established to advise EPA on various
scientific matters.)

Despite some uncertainty in the risk esti-
mates for radon, it Is widely believed that
the greater your exposure to radon, the
greater your risk of developing lung cancer.

HOW DOES RADON CAUSE LUNG CANCER?

Radon, itself, naturally breaks down and
forms radioactive decay products. As you
breathe, the radon decay products can be-
come trapped in your lungs. As these decay
products break down further, they release
small bursts of energy which can damage
lung tissue and lead to lung cancer.

WHEN DID RADON BECOME A PROBLEM?

Radon has always been present in the air.
Concern about elevated indoor concentra-
tions first arose in the late 1960's when
homes were found in the West that had been
built with materials contaminated by waste
from uranium mines. Since then, cases of
high indoor radon levels resulting from in-
dustrial activities have been found in many
parts of the country. We have only recently
become aware, however, that houses in var-
ious parts of the U.S. may have high indoor
radon levels caused by natural deposits of
uranium in the soil on which they are built.

DOES EVERY HOME HAVE A PROBLEM?

No, most houses in this country are not
likely to have a radon problem; but rel-
atively few houses do have highly elevated
levels. The dilemma is that, right now, no
one knows which houses have a problem and
which do not. You may wish to call your
state radiation protection office to find out
if any high levels have been discovered in
your area.

Many states, as well as the federal govern-
ment, are sponsoring work to identify areas
of the country which are likely to have in-
door radon problems. However, early results
from this work are inconclusive. If you are
concerned that you may have an indoor
radon problem, you should consider having
your home tested.

HOW DOES RADON GET INTO A HOME?

Radon is a gas which can move through
small spaces in the soil and rock on which a
house is built. Radon can seep into a home
through dirt floors, cracks in concrete floors
and walls, floor drains, sumps, joints, and
tiny cracks or pores in hollow-block walls.

Radon also can enter water within private
wells and be released into a home when the
water is used. Usually, radon is not a prob-
lem with large-community water supplies,
where it would likely be released into the
outside air before the water reaches a home.
(For more information concerning radon in
water, contact your state’'s radiation protec-
tion office.)

In some unusual situations, radon may be
released from the materials used in the con-
struction of a home. For example, this may
be a problem if a house has a large stone fire-
place or has a solar heating system in which
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heat is stored in large beds of stone. In gen-
eral, however, building materials are not a
major source of indoor radon.

HOW IS RADON DETECTED?

Since you cannot see or smell radon, spe-
cial equipment is needed to detect it. The
two most popular, commercially-available
radon detectors are the charcoal canister
and the alpha track detector. Both of these
devices are exposed to the air in your home
for a specified period of time and sent to a
laboratory for analysis.

Charcoal canisters.—Test period: 3 to 7
days, Approximate cost: $10 to $25 for one
canister.

Alpha Track Detectors.—Minimum Test
Period: 2 to 4 weeks, Approximate cost: $20
to $50 for one detector; discounts for mul-
tiple detectors.

There are other techniques—requiring op-
eration by trained personnel—which can be
used to measure radon levels, but such tech-
nigues may be more expensive than the de-
vices shown above.

Your measurement result will be reported
to you in one of two ways. Results from de-
vices which measure radon decay products
are reported as “Working Levels” (WL). Re-
sults from devices which measure concentra-
tions of radon gas are reported as
“picocuries per liter” (pCii).

HOW CAN I GET A RADON DETECTOR?

Homeowners in some areas are being pro-
vided with detectors by their state or local
government. In many areas, private firms
offer radon testing. Your state radiation pro-
tection office may be able to provide you
with information on the availability of de-
tection devices or services.

The U.S. Environmental Protection Agen-
cy conducts a Radon Measurement Pro-
ficiency Program. This voluntary program
allows laboratories and businesses to dem-
onstrate their capabilities in measuring in-
door radon. The names of firms participating
in this program can be obtained from your
state radiation protection office or from
your EPA regional office.

HOW SHOULD RADON DETECTORS BE USED?

Obtaining a useful estimate of the radon
level in your home may require that several
detectors be used to make measurements in
different areas. Following the steps below
ghould provide the information needed as
you decide whether or not further action is
advisable. (In making radon measurements,
you should be sure to follow the instructions
of the manufacturer as to the proper expo-
sure period for the particular device you are
using.)

Step One.—The screening measurement

The first step you should take is to have a
short-term *‘screening’ measurement made
to give you an idea of the highest radon level
in your home. Thus, you can find out gquickly
and inexpensively whether or not you have a
potential radon problem.

The screening measurement should be
made in the lowest livable area of your home
(the basement, if you have one). All windows
and doors should be closed for at least 12
hours prior to the start of the test, and kept
closed as much as possible throughout the
testing period. This is necessary to keep the
radon level relatively constant throughout
the testing period. Because of the need to
keep the windows closed as much as possible,
we recommend that you make short-term
radon measurements during the coel months
of the year.

Step Two. Determining the need for further
measurements

In most cases, the screening measurements
are not a reliable measure of the average
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radon level to which you and your family are
exposed. Since radon levels can vary greatly
from season to season as well as from room
to room, the screening measurement only
serves to indicate the potential for a radon
problem. Depending upon the result of your
screening measurement, you may need to
have follow-up measurements made to give
you a better idea of the average radon level
in your home.

The following guidance may be useful to
you in determining the urgency of your need
for follow-up measurements.

If your screening measurement result is
greater than about 1.0 WL or greater than
about 200 pCi/l, you should perform follow-up
measurements as soon as possible. Expose
the detectors for no more than one week.
Doors and windows should be closed as much
as possible during testing. You should also
consider taking actions (see page 13) to im-
mediately reduce the radon levels in your
home.

If your screening measurement result is
about 0.1 WL to about 1.0 WL, or about 20
pCi/l to about 200 pCi/l, perform follow-up
measurements. Expose detectors for no more
than three months. Doors and windows
should be closed as much as possible during
testing.

If your screening measurement result is
about 0,02 WL to about 0.1 WL or about 4 pCi/
1 to about 20 pCi/l, perform follow-up meas-
urements. Expose detectors for one year, or
make measurements of no more than one
week duration during each of the four sea-
sons.

If your screening measurement result is
less that about 0.02 WL or less than about 4
pCi/l, follow-up measurements are probably
not required. If the screening measurement
was made with the house closed up prior to
and during the testing period, there is rel-
atively little chance that the radon con-
centration in your home will be greater than
0.02 WL, or 4 pCi/l as an annual average.

Step Three. The follow-up measurement

Follow-up measurements will provide you
with a relatively good estimate of the aver-
age radon concentration to which you and
your family are exposed. We strongly rec-
ommend that you make follow-up measure-
ments before you make any final decisions
about whether to undertake major efforts to
permanently correct the problem.

Follow-up measurements should be nade
in at least two lived-in areas of your home.
If your home has lived-in areas on more than
one floor, you should make measurements in
a room on each of the floors. An example is
to take a measurement in the living room on
the first floor and another in a second-floor
bedroom. The results of the follow-up meas-
urements should be averaged together.

WHAT DO MY TEST RESULTS MEAN?

The results of your follow-up measure-
ments provide you with an idea of the aver-
age concentration throughout your home.
The actual risk you face depends upon the
amount of time you are exposed to this con-
centration.

Another way to think about the risk asso-
ciated with radon exposure is to compare it
with the risk from other activities. The
chart below gives an idea of how exposure to
various radon levels over a lifetime com-
pares to the risk of developing lung cancer
from smoking and from chest x-rays. The
chart also compares these levels to the aver-
age indoor and outdoor radon concentra-
tions.

As you look at the chart, be sure to use the
proper radon-level column for your results
(either WL or pCi/l).
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RADON RISK EVALUATION CHART
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HOW QUICKLY SHOULD I TAKE ACTION?

In considering whether and how quickly to
take action based on your test results, you
may find the following guidelines useful.
EPA believes that you should try to perma-
nently reduce your radon levels as much as
possible. Based on currently available infor-
mation, EPA believes that levels in most
homes can be reduced to about 0.02 WL (4
pCi/l).

If your results are about 1.0 WL or higher,
or about 200 pCi/ or higher:

Exposures in this range are among the
highest observed in homes. Residents should
undertake action to reduce levels as far
below 1.0 WL (200 pCi/l) as possible. We rec-
ommend that you take action within several
weeks. If this is not possible, you should de-
termine, in consultation with appropriate
state or local health or radiation protection
officials, If temporary relocation is appro-
priate until the levels can be reduced.

If your results are about 0.1 to about 1.0
WL, or about 20 to about 200 pCi/l:

Exposures in this range are considered
greatly above average for residential struc-
tures. You should undertake action to reduce
levels as far below 0.1 WL (20 pCl/l) as pos-
sible. We recommend that you take action
within several months.

If your results are about 0.02 to about 0.1
WL, or about 4 pCi/l to about 20 pCi/l:

Exposures in this range are considered
above average for residential structures. You
should undertake action to lower levels to
about 0.02 WL (4 pCi/l) or below. We rec-
ommend that you take action within a few
years, sooner if levels are at the upper end of
this range.

If your results are about 0.02 WL or lower,
or about 4 pCi/l or lower:

Exposures in this range are considered av-
erage or slightly above average for residen-
tial structures. Although exposures in this
range do present some risk of lung cancer,
reductions of levels this low may be difficult,
and sometimes impossible, to achieve.

Remember: There is increasing urgency for
action at higher concentrations of radon.
The higher the radon level in your home, the
faster you should take action to reduce your
exposure. If you find elevated radon con-
centrations in your home, you should take
the relatively easy, short-term actions de-
scribed on page 13.

ARE THERE OTHER FACTORS I SHOULD
CONSIDER?

Most of the risk information given in this
pamphlet, as well as the recommendations
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for taking corrective action, are based on the
general case. Your individual living patterns
could influence your assessment of your risk,
and your decisions about the need for further
action. Your answers to the following ques-
tions may help you evaluate your personal
risk.

Does anyone smoke in your home? Sci-
entific evidence indicates that smoking may
increase the risk of exposure to radon. In ad-
dition, smoking significantly increases your
overall risk of lung cancer.

Do you have children living at home? Al-
though there are no studies of children ex-
posed to radon to determine whether they
are more sensitive than adults, some sci-
entific studies of other types of radiation ex-
posure indicate that children may be more
sensitive. Consequently, children could be
more at risk than adults from exposure to
radon.

How much time does any family member
spend at home? The risk estimates given in
this pamphlet assume that 75 percent of a
person's time is spent at home. If you or
your family spend more or less time at
home, you shounld take this into consider-
ation.

Does anyone sleep in your basement? Since
radon concentrations tend to be greater on
the lower levels of a home, a person who
gleeps in the basement is likely to face a
greater risk than a person who sleeps in a
second-floor bedroom.

How long will you live in your home? The
risk estimates in this booklet are based on
the assumption that you will be exposed to
the radon level found in your home for
roughly 70 years. As you evaluate your po-
tential risk, therefore, you might consider
the total amount of time you expect to live
in your home. But remember: other houses
you have lived in—or will live in—may have
the same or higher radon levels.

HOW CAN I REDUCE MY RISK FROM RADON?

Your risk of lung cancer from exposure to
radon depends upon the amount of radon en-
tering your home and the length of time it
remains in your living areas. Listed below
are some actions you might take to imme-
diately reduce your risk from radon. These
actions can be done quickly and with mini-
mum expense in most cases.

Stop smoking and discourage smoking in
your home. By doing so, you should reduce
your family’s overall chance of developing
lung cancer, as well as reducing your fami-
ly's risk from radon exposure.

Spend less time in areas with higher con-
centrations of radon, such as the basement.

Whenever practical, open all windows and
turn on fans to increase the air flow into and
through the house. This is especially impor-
tant in the basement.

If your home has a crawl space beneath,
keep the crawl-space vents on all sides of the
house fully open all year.

While the above actions will help reduce
your risk from radon, they generally do not
offer a long-term solution. You can find
more information about permanent, cost-ef-
fective solutions to a radon problem in the
EPA publication, Radon Reduction Methods: A
Homeowner's Guide. A copy of this booklet
may be obtained from your state radiation
protection office or from your EPA regional
office.

Before undertaking major modifications to
your home, we recommend that you consult
with your state radiation protection office to
obtain whatever specific advice or assistance
they may be able to provide for your particu-
lar situation.

SOURCES OF INFORMATION

If you would like further information or
explanation on any of the points mentioned
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in this booklet, you should contact your
state radiation protection office.

If you have difficulty locating this office,
you may call your EPA regional office listed
below. They will be happy to provide you
with the name, address, and telephone num-
ber for your appropriate state contact.

STATE—EPA REGION

Alabama—4, Alaska—10, Arizona—9, Ar-
kansas—86, California—89, Colorado—8, Con-
necticut—1, Delaware—3, District of Colum-
bia—3, Florida—4, Georgia—4, Hawaii—9.

Idaho—10, Mlinois—5, Indiana—5, Iowa—T,
Kansas—T, Kentucky—4, Liouisiana—8,
Maine—1, Maryland—3, Massachusetts—I1,
Michigan—b, Minnesota—5, Mississippi—4.

Missouri—7, Montana—8, Nebraska—7, Ne-
vada—9, New Hampshire—1, New Jersey—2,
New Mexico—6, New York—2, North Caro-
lina—4, North Dakota—8, Ohio—5, Okla-
homa—=6, Oregon—10.

Pennsylvania—3, Rhode Island—1, South
Carolina—4, South Dakota—8, Tennessee—4,
Texas—86, Utah—8, Vermont—I, Virginia—3,
Washington—10, West Virginia—3, Wiscon-
sin—b, Wyoming—8.

EPA REGIONAL OFFICES

EPA Region 1, Room 2203, JFK Federal
Building, Boston, MA 02203, (617) 223-4845.

EPA Region 2, 26 Federal Plaza, New York,
NY 10278, (212) 264-2515.

EPA Region 3, 841 Chestnut Street, Phila-
delphia, PA 19107, (215) 597-4084.

EPA Region 4, 345 Courtland Street, NE,
Atlanta, GA 30365, (404) 881-3776.

EPA Region 5, 230 South Dearborn Street,
Chicago, 1L 60604, (312) 353-2205.

EPA Region 6, 1445 Ross Avenue, Dallas,
TX 75202-2733, (214) 655-T208.

EPA Region 7, 726 Minnesota Avenue, Kan-
sas City, KS 66101, (913) 236-2803.

EPA Region 8, Suite 500, 999 18th Street,
Denver, CO 80202, (303) 293-1709.

EPA Region 9, 215 Fremont Street, San
Francisco, CA 94105, (415) 974-8076.

EPA Region 10, 1200 Sixth Avenue, Seattle,
WA 98101, (206) 442-7660.

RECESS UNTIL 2:15 P.M. TODAY

Mr. LAUTENBERG. Mr. President,
on behalf of the majority leader, I ask
unanimous consent that the Senate
stand in recess until 2:15 p.m. today.

There being no objection, the Senate,
at 12:02 p.m., recessed until 2:16 p.m.;
whereupon, the Senate reassembled
when called to order by the Presiding
Officer [Mr. ADAMS].

INDOOR RADON ABATEMENT
REAUTHORIZATION ACT

The Senate continued with the con-
sideration of the bill.

The PRESIDING OFFICER. The Sen-
ator from New Jersey is recognized.

Mr. LAUTENBERG. Mr. President,
the senior Senator from Pennsylvania
has asked for time from time that was
allotted to Senator CHAFEE, 10 min-
utes. I now would yield the floor to the
Senator from Pennsylvania.

The PRESIDING OFFICER. The Sen-
ator from Pennsylvania is recognized
under the time of the Senator from
Rhode Island.

The Senator from Pennsylvania.

Mr. SPECTER. Mr. President, the
distinguished Senator from Rhode Is-
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land has now come to the floor, so I
would ask him for 4 minutes so that I
may speak.

Mr. CHAFEE. Fine.

The PRESIDING OFFICER. The Sen-
ator is recognized for 4 minutes.

Mr. SPECTER. Mr. President, I sup-
port. this legislation because I have
seen firsthand the very serious problem
posed by radon. In fact, it was a Penn-
sylvanian, Mr. Stanley Watras, who
first alerted the Nation to this very
significant issue.

In 1984, Mr. Watras, of Boyertown,
PA, a construction engineer, walked
into the Limerick nuclear power plant
where he worked and immediately set
off Limerick’s radiation alarm. The
alarm signaled that he had been con-
taminated by radiation beyond the
level of safety.

Naturally there was quite a bit of
consternation as to what had hap-
pened. Later it was found that air sam-
ples from Mr. Watras’ home revealed
an extraordinary concentration of
radon gas.

I visited the area in Boyertown, PA,
which is right adjacent to Reading, PA.
That city gave us the Reading prong,
which is the site where radon is lo-
cated. That is a territory running from
Reading, PA, and through New Jersey,
New York, and up into Connecticut.

My investigation in Pennsylvania
disclosed to me that radon was, indeed,
a very serious problem. It is a colorless
odorless gas, which emanates from de-
caying uranium deposits and seeps info
homes from air and water. It is a lead-
ing cause of lung cancer and is esti-
mated to be responsible for up to 20,000
deaths a year.

Following the work which I did in
Pennsylvania on the issue, Senator
Hunt and I introduced legislation in
the 99th Congress, Senate bill 2710, on
August 1, 1986; and I followed that with
similar legislation in the 100th Con-
gress, Senate bill 1067, introduced on
April 22, 1987. Later that session I
joined with the distinguished Senator
from New Jersey, Senator LAUTENBERG,
and the distinguished Senator from
Rhode Island, Senator CHAFEE, and the
distinguished Senator from Maine,
Senator MITCHELL, in pressing for leg-
islation which was ultimately enacted
into law.

I believe that this is important legis-
lation, Mr. President. Procedures for
the protection against radon, where
Federal assistance to the States to in-
form people what the problem is and
give them information to cure the
problem, is vitally important.

I will not take time now to describe
the scope of the act. But I do believe it
is an important piece of legislation. I
am glad to lend my words of support.

I thank the Chair and yield the floor.

The PRESIDING OFFICER. Who
seeks recognition? The Senator from
Rhode Island.

Mr. CHAFEE. Mr. President,
much time do I have left?

how
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The PRESIDING OFFICER. The Sen-
ator from Rhode Island has 7 minutes
remaining.

Mr. CHAFEE. Mr. President, I would
like to give 3 of those minutes to Sen-
ator DOMENICI. I do not believe he has
any time reserved, has he?

The PRESIDING OFFICER. He has
not.

Mr. CHAFEE. I would like to give 3
of those minutes to Senator DOMENICI.
Thus I have 4 minutes.

I think if we ask the Senators on the
floor what they are interested in as far
as health care goes, there may be dif-
ferences as to approach and different
programs but I think every Senator
would agree that one of the big steps
we can take is in preventive medicine.
In other words, keeping people healthy.
Or, phrasing it another way, keeping
them from getting ill.

One of the statistics that is shocking
in this is the National Academy of
Sciences issued a report in which the
academy estimated that the annual
number of lung cancer deaths in the
United States attributable to radon in
a single year are 16,000.

Mr. President, that is an incredible
statistic. In other words, this corrobo-
rates the EPA information, which is
that radon gas is the second-leading
cause of lung cancer following smok-
ing.

We are all aware of the dangers of
smoking. But this Academy report
points out so vividly that the annual
number of lung cancer deaths, as I say,
in the United States, is 16,000 a year.
What can we do about it?

This legislation goes a long way,
with a very modest amount of money,
toward tackling this problem.

I want to pay tribute to the distin-
guished Senator from New Jersey, and
the majority leader, Senator MITCHELL,
and a member of our committee, Sen-
ator SPECTER, who has been very active
in this area for many, many years, as
he pointed out, and others. I have been
fortunate enough to have the oppor-
tunity to participate in this likewise.

I would just like to point out a cou-
ple of features of this legislation that I
believe will be of interest. The first is
that potential home buyers, those who
are getting a mortgage of some type,
getting assistance with their financing,
at the time they approach the financ-
ing institution will be provided with
information about the health risk asso-
ciated with radon gas. This will be a
little pamphlet. It will not mandate
that it has to be taken at the home. It
will not require that the purchaser do
anything. But it alerts the purchaser
to the potential dangers that arise.
Then it is up to the purchaser to work
it out with the seller for a test on the
property, should the purchaser so
choose.

The second step we mandate in this
legislation is that those firms that are
in the business of radon testing—and
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there are a lot of firms out there who
hold themselves out as radon testers,
or those firms that offer what we call
radon mitigation services—those firms
that will come to you, who have a
home, who have gotten the little
cannister from the EPA, and tested—it
is very easy to test the radon in your
own home—when you find the levels
are too high, you want to know what to
do about it. So you go to a firm that
holds itself out as a radon mitigation
firm.

And all too often these firms do not
know anything about mitigating the
dangers or the hazards that arise from
radon gas—how to properly install the
vents, for example; how to install fans,
for example, to eradicate the gas.

So this legislation provides that
those firms which hold themselves out
either as testers or as mitigators must
receive a license from the EPA.

EPA has identified radon gas as the
second leading cause of lung cancer
after smoking. Last year the National
Academy of Sciences issued a report in
which it estimated the annual number
of lung cancer deaths attributable to
radon at 16,000.

The legislation before us requires
that information be provided to pro-
spective homebuyers at the time of
purchase, when they are most likely to
take action to test for radon. Less than
a year ago, EPA estimated that only 5
percent of homes nationwide had been
tested for radon, and a substantial
number of these homes were tested at
the time of purchase. This legislation
will ensure that homeowners have the
facts—that they know about the health
risk associated with radon, how to test
and, if necessary, where to find a rep-
utable contractor to assist in mitiga-
tion.

The home sale transaction provides
an excellent opportunity to educate
and inform prospective homebuyers
about radon. A major obstacle to teést-
ing among the general public is apathy.
Radon is colorless and odorless, and its
harmful effects are not felt, on aver-
age, for 20 years. Yet, data from the
Environmental Law Institute suggests
that this apathy towards testing is
most likely to be overcome during the
purchase of a home. Presented in the
home sales context, both the home sell-
er and home buyer's apathy can be
transformed into self-protective ac-
tion. Just as the home buyer tests for
the presence of termites or structural
flaws, he will also want to ensure the
house is free from elevated levels of
radon. Likewise the home seller will
want to make his home desirable to
prospective purchasers, and protect
himself from future litigation.

In 1989, approximately 3.4 million res-
idential mortgages were originated in
the United States by various mortgage
institutions, including banks and sav-
ings and loan institutions. This bill
will require that each originating
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mortgage institution provide prospec-
tive home buyers with concise, easy to
understand information on radon. This
information will be developed by EPA
in consultation with real estate groups,
real estate financial institutions, the
Department of Housing and Urban De-
velopment, and citizen groups. Armed
with this information, I believe home-
buyers will take the necessary steps to
rid their homes of radon, and provide a
safe indoor environment for their fami-
lies. I would like to point out, Mr.
President, that this is not the heavy
hand of Government. This is arming
people with information, and allowing
them to make decisions about what
steps to take.

A related problem, Mr. President, is
that homeowners currently do not have
a great deal of confidence that radon
measurement, devices are providing ac-
curate results. The General Accounting
Office completed a report in August of
1990 which highlighted some of the
problems with companies which
produce and analyze radon measure-
ment devices, such as the charcoal can-
ister used to test homes. In summary,
GAO concluded that many of these
companies do not have an adequate
quality assurance program, and that
the radon measurements they report
back to homeowners could have a high
degree of error. Further, since most
States do not have regulations cover-
ing radon mitigation, as they do for as-
bestos removal, the cleanups at-
tempted by many radon companies are
ineffectual, and there are few follow-up
procedures to assure the radon con-
tamination has been remedied.

Although EPA runs a voluntary pro-
ficiency testing program, GAO reported
that even after companies fail EPA’s
test, they continue to market their
products.

GAO recommended that measure-
ment companies:

Be required to pass the EPA pro-
ficiency testing program before mar-
keting their devices; and

Demonstrate the existence of ade-
quate guality assurance programs as a
condition of participating in the EPA
proficiency testing program.

The legislation we are considering
today acts on both of these rec-
ommendations, and will ensure that
important, health-based decisions are
made on the basis of reliable test re-
sults.

Senator MITCHELL and Senator LAU-
TENBERG have been very active in their
support of radon legislation through
the year. I commend their efforts. I
hope my colleagues will join with me
in supporting this worthwhile legisla-
tion.

The PRESIDING OFFICER. Who
seeks recognition?

The Senator from New Mexico [Mr.
DOMENICI].

Mr. DOMENICI. Mr. President, I won-
der if Senator CHAFEE, before he leaves
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the floor, might answer a guestion. I do
not know that I need my 3 minutes.

Could I ask the Senator, with ref-
erence to this radon protection bill,
first, do we know how much it is going
to cost?

Mr. CHAFEE. Oh, yes. The total ap-
propriation is, over the 3 years, $61 mil-
lion that has been authorized; over 3
years.

Mr. DOMENICI. Second, radon is
there now in the country, in some
homes. It might be in some new homes.
Does this legislation in any way create
a liability where one does not exist
today?

Mr. CHAFEE. No.

Mr. DOMENICI. So if someone some
years from now claims that they have
contracted a disease or an ailment, be
it cancer or otherwise, and say it came
from radon, am I to believe that they
will prove their case separate and apart
from anything set forth in this legisla-
tion?

Mr. CHAFEE. That is correct. I sup-
pose that you could follow this along.
This legislation provides there shall be
radon testing of the schools. I suppose
somebody could say that as a result of
this legislation, a school was tested
and that school tested very, very high
in radon; that that was brought to the
attention of the school authorities, say
the school board, and the school board
said, **‘Well, we do not. choose to do
anything about it. Forget it.” 1 suppose
if you stretch that, there is some way
in which a pupil in later years could
claim, or parent could claim, that as a
result of the negligence of the school
board, that the child subsequently con-
tracted lung cancer.

Mr. DOMENICI. Might I ask—and I
ask this of either the chairman or Sen-
ator CHAFEE. I see the chairman stand-
ing on the floor.

Let me ask, is there any comparison
at all with what might happen in our
schools and in publie buildings because
of this radon definition and goal that
might compare with the asbestos
cleanup that has occurred?

Mr. CHAFEE. No; I think not. We can
discuss the asbestos thing and whether
the schools went way further than they
were required to do, but that is a sepa-
rate subject. I would say, first of all,
there is a vast difference in what it
takes to mitigate the damage.

The PRESIDING OFFICER. The time
of the Senator has expired.

The Senator from New Jersey has the
remaining time.

Mr. LAUTENBERG.
Chair.

I want to express my thanks to the
Senator from Rhode Island. Senator
CHAFEE has worked very hard on the
radon issue. He and I authored the
radon schools amendment which is de-
signed to get radon, this threatening
material, out of our schools.

Earlier, we heard a comment by the
Senator from Idaho [Mr. SymMMms] who

I thank the
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cited an article by a commentator,
Warren Brookes, who argued that the
threat of radon is overblown.

It is the Brookes article that is over-
blown and full of inaccuracies.

I ask unanimous consent that a let-
ter written by Michael Shapiro, EPA
Deputy Administrator for Air and Ra-
diation, which addresses these inac-
curacies, be printed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

RADON: A VERY REAL HEALTH THREAT

DEAR EDITOR: Warren Brookes’ March 8,
1990 commentary on radon, ‘‘Killer or Mini-
mal Risk,"” that appeared in your paper con-
tains many disturbing inaccurate statements
and conclusions. Radon, contrary to the
opinion expressed in the article, is a very
real health threat. Radon is one of only a
handful of substances known to cause cancer
in humans. The Environmental Protection
Agency (EPA) estimates that radon contrib-
utes to about 20,000 lung cancer deaths annu-
ally in the United States.

EPA’s position is supported by the Na-
tional Academy of Sciences, the U.S. Sur-
geon General, the American Medical Asso-
ciation, and the Centers for Disease Control.
These organizations have all identified radon
as a serious health threat. In addition, re-
ports from the World Health Organization,
the National Council on Radiation Protec-
tion and Measurement, and the American
Lung Association confirm that radon is a se-
rious health risk.

Mr. Brookes' commentary attempts to re-
fute the conclusions of these organizations.
However, in doing so, the commentary pre-
sents much information that is inaccurate or
untrue.

The commentary cited many studies which
compared regional lung cancer rates with re-
gional radon levels. These crude calculations
present many problems. Primarily, average
radon levels do not reflect an individual lung
cancer victim’s exposure to radon. Addition-
ally, these studies do not account for smok-
ing habits, age, or length of exposure of the
people who died of lung cancer. This is like
deciding that warm weather is bad for you if
you found that death rates in Florida were
higher than in Maine.

The commentary also used a study of two
Chinese provinces with extremely low levels
of radon and only 5 lung cancer deaths. This
study was used to assert that radon does not
cause lung cancer and to criticize EPA’s risk
estimates. In fact, EPA's risk estimates are
based on large studies including 700 lung can-
cer deaths in a population of 27,000 miners
exposed to radon. Only 200 lung cancer
deaths would normally be expected in this
population.

The commentary also stated that lung can-
cer deaths only occurred in these miners at
radon levels 3,000 times greater than EPA’'s
action level in homes. This is wrong. In fact,
many homes have radon levels that would
expose residents of five to fifty years to more
radon than miners who contracted lung can-
cer.

The commentary also falsely portrayed
England's public health policy on radon. The
commentary implied that “England was will-
ing to wait until 1993 for the results of [a
particular large] study” before taking action
on the radon problem. Contrary to this as-
sertion, England is taking fast action
against radon. In fact, Great Britain's Na-
tional Radiation Protection Board has just
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reduced their radon action level for existing
homes from 10 to 5 picocuries per liter (pCi/
L). (EPA's current actlon level is 4 pCi/L.)
Great Britain has also set a limit of less
than 3 PCI/L in new homes.

The commentary also attempted to use
data on radon levels in Iowa to question EPA
radon risk estimates. It suggested that EPA
estimates would predict 200 more lung cancer
deaths in Iowa from radon alone than actu-
ally occurred from all causes in 1988. This is
not true. The author incorrectly combined
national and state data to estimate annual
radon lung cancer deaths in Iowa. Even if
this approach had been valid, the calculation
was performed incorrectly. The author ar-
rived at 1,600 annual lung cancer deaths; cor-
rect calculations would have led to 400 an-
nual deaths. Thus, not only was an invalid
procedure used, the calculations were incor-
rect.

There is solid scientific proof of radon’s se-
rious health effects. There is evidence of ele-
vated radon levels in homes throughout the
country. Millions of people will continue to
be exposed to dangerous levels of radiation
until homes with radon problems are identi-
fied. Fortunately, radon is a health hazard
with a simple solution. EPA and the Surgeon
General have recommended that most homes
be tested for radon. Houses with high levels
should be fixed. Delaying prudent public
health actions until the evidence is even
more compelling than now would be irre-
sponsible.

MICHAEL H. SHAPIRO,
Deputy Assistant Administrator
for Air and Radiation,
Environmental Protection Agency.

Mr. LAUTENBERG. Mr. President, at
a hearing on the radon in schools legis-
lation that I chaired in 1990, I asked Dr.
Vernon Houk of the Centers for Disease
Control to characterize the evidence
concerning the health threat posed by
radon. This is his response:

The evidence of radon is the strongest of
any environmental contaminant because our
extrapolations and our estimates are based
upon human observations at the level that
we're talking about at risk. There is no room
for debate on this issue, Senator LAUTEN-
BERG. Anybody who tells you differently is
ill-informed, deceitful, or both.

Mr. President, the National Academy
of Sciences, the U.S. Surgeon General,
the Centers for Disease Control, the
American Medical Association, and the
World Health Organization all support
EPA’'s concern about the threat posed
by exposure to radon. But despite this
risk, EPA estimates that only 5 per-
cent of our Nation's homes have been
tested for radon.

Radon is a silent killer; it is odorless,
tasteless, and invisible. So people are
inclined to dismiss the threat, and the
warnings that we hear about so often.
So we have to significantly increase ef-
forts to expand public awareness of the
threat posed by radon.

When we have increased awareness
and funding for other diseases, we
greatly reduce their impact on our peo-
ple. For example, stroke deaths related
to hypertension have declined 55 per-
cent from 1972 to 1984, and vaccines and
public awareness programs surrounding
measles, mumps, and rubella have re-
duced their incidence 99 percent since
the 1960's.
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S. 792 includes a number of programs
to address the lack of attention given
to radon.

So I urge my colleagues to vote for
the bill.

Once again, I want to thank Senator
BURDICK, the chairman of the Environ-
ment and Public Works Committee;
Senator CHAFEE, who is the ranking
member of the committee; the major-
ity leader; and Senator DURENBERGER
for their assistance in moving S. 792.

I want to thank the staff, which has
worked so hard on both S. 792 and S.
455, the Indoor Air Quality Act, which
the Senate passed last session. The
staff people, Mike Shields and Jeff Pe-
terson, from the Environment and Pub-
lic Works Committee, majority staff;
and from the minority staff, Rich Innes
and Jimmie Powell; and Ric Erdheim,
my able assistant from my staff.

I yield the time, Mr. President. I as-
sume that we are ready to vote.

The PRESIDING OFFICER. All time
has been yielded or used. All time has
expired.

The gquestion is on agreeing to the
committee amendment in the nature of
a substitute, as amended.

The committee amendment in the
nature of a substitute, as amended, was
agreed to.

Mr. LAUTENBERG. Mr. President, I
move to reconsider the vote by which
the amendment, as amended, was
agreed to.

Mr. CHAFEE. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The
question is on the engrossment and
third reading of the bill.

The bill was ordered to be engrossed
for a third reading, was read the third
time.

The PRESIDING OFFICER. The bill
having been read for the third time,
the question is, Shall it pass?

On the guestion, the yeas and nays
have been ordered, and the clerk will
call the roll.

The bill clerk called the roll.

Mr. FORD. I announce that the Sen-
ator from New Mexico [Mr. BINGAMAN],
the Senator from Illinois [Mr. DIXON],
the Senator from Iowa [Mr. HARKIN],
the Senator from Hawaii [Mr. INOUYE],
and the Senator from Georgia [Mr.
NUNN] are necessarily absent.

Mr. SIMPSON. I announce that the
Senator from Indiana [Mr. CoATS], the
Senator from Mississippi [Mr. Coch-
RAN], the Senator from Utah [Mr. JEF-
FORDS], the Senator from Indiana [Mr.
LUGAR], the Senator from Oklahoma
[Mr. NICKLES], the Senator from Or-
egon [Mr. PACKWOOD], and the Senator
from Virginia [Mr. WARNER] are nec-
essarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber
who desire to vote?

The result was announced—yeas 82,
nays 6, as follows:
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[Rollcall Vote No. 37 Leg.]

YEAS—82
Adams Fowler Mitchell
Akaka Glenn Moynihan
Baucus Gore Murkowski
Bentsen Gorton Pell
Biden Graham Pressler
Bond Gramm Pryor
Boren Grassley Reld
Bradley Hatch Riegle
Breaux Hatfleld Robb
Brown Heflin Rockefeller
Bryan Hollings Roth
Bumpers Johnston Rudman
Burdick Kassebaum Sanford
Byrd Kasten Sarbanes
Chafee Kennedy Sasser
Cohen Kerrey Seymour
Conrad Kerry Shelby
Cranston Kohl Simon
D'Amato Lautenberg Simpson
Danforth Leahy Smith
Daschle Levin Specter
DeConeini Lieberman Stevens
Dodd Lott Thurmond
Dole Mack Wellstone
Domenici McCain Wirth
Durenberger McConnell Wofford
Exon Metzenbaum
Ford Mikulski

NAYS—6
Burns Carn Symms
Craig Helms Wallop

NOT VOTING—12

Bingaman Harkin Nickles
Coats Inouye Nunn
Cochran Jeffords Packwood
Dixon Lugar Warner

So the bill (8. 792), as amended, was
passed, as follows:

8. 192

Be il enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“‘Indoor
Radon Abatement Reauthorization Act of
1992,

SEC. 2. NATIONAL GOALS.

Section 301 of the Toxic Substances Con-
trol Act (15 U.S.C. 2661) is amended—

(1) in the heading, by striking “NATIONAL
GOAL™ and inserting NATIONAL GOALS"™;

(2) by inserting ‘‘(a) RADON LEVELS.—'' be-
fore the first sentence of the section; and

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

“(b) TESTING.—It is the goal of the United
States that all homes, schools, and Federal
buildings be tested for radon.”.

SEC. 3. DEFINITIONS.

Section 302 of the Toxic Substances Con-
trol Act (15 U.8.C. 2662) is amended by adding
at the end the following new paragraphs:

*(5) The term ‘residential dwelling'
means— ;

“(A) a single-family dwelling or a one-fam-
ily dwelling unit in a structure containing
not. more than four separate residential
dwelling units, each such unit used or occu-
pied, or intended to be used or occupied,
wholly or partly, as the home or residence of
one or Mmore persons; or

“(B) a single-family or one-family dwelling
unit on the subground, ground, or first-floor-
above-ground level of a multi-unit residen-
tial structure.

“(6) The term ‘multi-unit residential struc-
ture' means a building containing more than
four separate residential dwelling units, each
such unit used or occupied, or intended to be
used or occupied, wholly or partly, as the
home or residence of one or more persons.

“(T) The term ‘contract for the sale of resi-
dential real property’ means any contract or
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agreement whereby one party agrees to pur-
chase from another party any interest in
real property improved by one or more resi-
dential dwelling units used or occupied, or
intended to be used or occupied, wholly or
partly, as the home or residence of one or
more persons.

“(8) The term ‘applicable mortgage loan’
includes any loan (other than temporary fi-
nancing such as a construction loan) that—

“'(A) is secured by a first lien on residential
real property (including individual units of
condominiums and cooperatives); and

“(B) either—

“(i) Is insured, guaranteed, made, or as-
sisted by any agency of the Federal Govern-
ment, including the Department of Housing
and Urban Development, the Veterans Ad-
ministration, and the Farmers Home Admin-
istration; or

*(ii) is intended to be sold by an originat-
ing mortgage institution to any federally
chartered secondary mortgage market insti-
tution.

‘{9) The term ‘originating mortgage insti-
tution' means any lender that provides feder-
ally insured, guaranteed, made, or assisted
mortgage loans, or sells mortgage loans to a
federally chartered secondary mortgage mar-
ket institution.

“(10) The term ‘federally chartered second-
ary mortgage institution’ means an institu-
tion chartered by Congress that buys mort-
gages from originating finanecial institutions
and resells them to investors, including the
Federal National Mortgage Association, the
Government National Mortgage Association,
and the Federal Home Loan Mortgage Asso-
ciation.

**(11) The term ‘Administrator’ means the
Administrator of the United States Environ-
mental Protection Agency.

“(12) The term ‘business day' means any
day other than a Saturday, a Sunday, a Fed-
eral holiday, a State holiday in the State in
which the affected residential property is lo-
cated, or a State holiday in the State or
States in which the buyer or seller resides.

(13) The term ‘person’ means an individ-
ual, trust, firm, joint stock company, cor-
poration (including a government corpora-
tion), partnership, association, State, mu-
nicipality, commission, political subdivision
of a State, or an interstate body.

“(14) The term ‘‘direct Federal financial
assistance’ means assistance in financing a
residential dwelling provided by the Federal
Housing Administration, Farmers Home Ad-
ministration, and the Department of Veter-
ans Affairs.

“(15) The term ‘“‘Federal building’ means
any building that—

“(A) is used primarily as an office building,
school, hospital, or residence,

“(B) owned, leased, or operated by any
Federal agency, and

“(C) is occupied by the Library of Con-
gress, is part of the White House, or is the
residence of the Vice President, and

‘(D) is included in the definition of ‘Cap-
itol Buildings’ under section 16(a) of the Act
entitled ‘An Act to define the area of the
United States Capitol Grounds, to regulate
the use thereof, and for other purposes’, ap-
proved July 31, 1946 (40 U.S.C. 193m).".

SEC. 4. PRIORITY RADON AREAS,

Title II1 of the Toxic Substances Control
Act (15 U.8.C. 2661 et seq.) is amended—

(1) by redesignating sections 303 through
311 as sections 304 through 312, respectively;
and

(2) by inserting after section 302 the follow-
ing new section:
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“SEC. 303. PRIORITY RADON AREAS.

“{a) DESIGNATION OF AREAS.—The Adminis-
trator shall, designate as expeditiously as
possible but no later than January 1, 1992,
areas as priority radon areas, and revise, as
appropriate thereafter, the designations.

““(b) STANDARD FOR DESIGNATION.—The Ad-
ministrator shall designate an area as a pri-
ority radon area in any case where the Ad-
ministrator determines that there is a rea-
sonable likelihood that the average indoor
radon level in the area is likely to exceed the
national average indoor radon level by more
than a de minimis amount.

“(¢) FACTORS.—In designating priority
radon areas, the Administrator shall con-
sider the most current available information
at the time of such designation, including—

*(1) the national assessment of radon con-
ducted pursuant to section 118(k) of the
Superfund Amendments and Reauthorization
Act of 1986 (42 U.S.C. 7401 note);

*(2) surveys of school buildings conducted
pursuant to section 308;

*(3) surveys of Federal buildings conducted
pursuant to section 310;

*(4) surveys of work places conducted pur-
suant to section 318; and

**(5) any other information, including other
radon measurements and geological data, as
the Administrator determines to be appro-
priate.”.

SEC. 5. CITIZEN'S GUIDE.

(a) SCHEDULE.—Section 304(a) of the Toxic
Substances Control Act (as redesignated by
section 4 of this Act) is amended—

(1) by striking “June 1, 1989, and inserting
“January 1, 1992,""; and

(2) by inserting ‘*, in consultation with the
Director of the Centers for Disease Control
of the Department of Health and Human
Services,”” after “Administrator” in the last
sentence of the subsection.

(b) AcTION LEVELS.—Section 304(b)(1) of the
Toxic Substances Control Act (as redesig-
nated by section 4 of this Act) is amended—

(1) by inserting *‘(A)" after ‘“ACTION LEV-
ELS.—’"; and

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

“(B) The citizen’s guide shall state the na-
tional goals established in this title, and
shall estimate the average national ambient
outdoor radon level, The guide shall also in-
dicate the health benefits of reducing indoor
radon levels to ambient outdoor levels.

‘“(C) The citizen's guide shall establish a
target action point indicating a level of in-
door radon that is, in the judgment of the
Administrator, as close to the national am-
bient outdoor radon level as can be achieved
consistently in existing, single family homes
through the application of readily available
and generally affordable radon mitigation
technologies and practices.”.

(¢) INFORMATION.—Section 304(b)(2) of the
Toxic Substances Control Act (as redesig-
nated by section 4 of this Act) is amended by
adding at the end the following new subpara-
graph:

“(F) The location of priority radon areas
and the likelihood of radon levels above the
target action point within and outside of pri-
ority radon areas.".

SEC. 6. MODEL CONSTRUCTION STANDARDS,

(a) TECHNICAL AMENDMENTS.—(1) Section
305 of the Toxic Substances Control Act (as
redesignated by section 4 of this Act) is
amended—

(A) by inserting “(a) STANDARDS.—" before
the first sentence of the section;

(B) by inserting “‘and periodically update”
after ‘‘develop™;
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(C) by striking the second sentence of the
section and inserting the following new sub-
section:

““(b) CONSULTATION.—In developing and up-
dating standards and techniques pursuant to
subsection (a), the Administrator shall con-
sult with—

‘1) the Secretary of Housing and Urban
Development;

‘(2) organizations that are involved in es-
tablishing national building construction
standards and techniques; and

‘Y3) national organizations that represent
homebuilders and State and local housing
agencies (including public housing agen-
cies).””;

(D) by inserting *‘(c) GEOGRAPHIC DIF-
FERENCES.—(1)"" before the fourth sentence of
the section;

(E) by striking the fifth sentence of the
section; and

(F) by inserting ‘‘(d) IMPLEMENTATION.—"
before the sixth sentence of the section.

(2) Section 305 of the Toxic Substances
Control Act (as redesignated by section 4 of
this Act) is amended by adding at the end
the following new subsection:

‘(e) SCHEDULE.—The Administrator shall
publish final radon control standards and
techniques for residential dwellings and
make such technigues available to the public
and the building industry by not later than
January 1, 1992, and for multiunit residential
structures and schools by not later than Jan-
uary 1, 1984.".

(b) OBJECTIVES.—Section 305 of the Toxic
Substances Control Act (as redesignated by
section 4 of this Act) is amended by adding
at the end of subsection (c) (as designated by
subsection (a)(1) of this section) the follow-
ing new paragraph:

“(2)(A) Model standards and techniques
shall indicate a range of effective radon con-
trol measures, practices, and techniques,
that apply to original construction of a wide
variety of building types, locations, condi-
tions, and circumstances, and shall indicate
the general range of radon control achiev-
able by such measures individually and in
combination with other measures.

“(B) At a minimum, the Administrator
shall establish minimum radon reduction
measures, practices, and techniques for new
construction for the purpose of determining
compliance with this section. Such radon
standards shall be designed to require the
use of reasonably available and economically
achievable techniques, and to achieve indoor
radon levels in homes less than the target
action point established pursuant to section
304(b)(1(C) where possible by using these
techniques.”.

(c) FEDERALLY ASSISTED HOUSING.—Section
305 of the Toxic Substances Control Act (as
redesignated by section 4 of this Act, and as
amended by subsection (a)(2) of this section)
is amended by adding at the end the follow-
ing new subsection:

“(f) FEDERALLY ASSISTED HOUSING.—The
appropriate Federal official shall require
that any residential dwelling or multiunit
residential structure constructed more than
two years after the date of the establishment
of new construction standards pursuant to
this section or the date of enactment of this
section, whichever is later, in an area des-
ignated by the Administrator as a priority
radon area or more than two years after the
designation of an area as a priority radon
area, whichever is later, shall be constructed
in accordance with the radon control stand-
ards established pursuant to subsection
{e)(2)(B), before providing any direct Federal
financial assistance.”.
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(d) DESIGN AWARDS AND CERTIFICATION.—
Section 3056 of the Toxic Substances Control
Act (as redesignated by section 4 of this Act,
and as amended by subsection (c) of this sec-
tion) is amended by adding at the end the
following new subsection:

*(g) DESIGN AWARDS.—(1) The Adminis-

trator shall establish a radon design awards
program.
*(2) The radon design awards program
shall provide for awards for the best residen-
tial design incorporating radon control or
mitigation standards in categories of resi-
dential design to be determined by the Ad-
ministrator.”.

(8) RELATIONSHIP TO STATE AND LOCAL
STANDARDS.—Section 305 of the Toxic Sub-
stances Control Act (as redesignated by sec-
tion 4 of this Act, and as amended by sub-
section (d) of this section) is amended by
adding at the end the following new sub-
section:

“(h) RELATIONSHIP TO STATE AND LOCAL
STANDARDS,—The standards published pursu-
ant to this section shall not preempt the use
of any State or local building standard if the
State or local standard is equally effective in
reducing radon levels as the standards pub-
lished pursuant to this section.”,

SEC. 7. TECHNICAL ASSISTANCE.

(a) ACTIVITIES.—Section 306(a) of the Toxic
Substances Control Act (as redesignated by
section 4 of this Act) is amended by adding
at the end the following new paragraphs:

*(9) Development of a model State pro-
gram to disseminate radon information to
State and local tenant organizations.

*(10) Assistance to State agencies and
other organizations concerning the assess-
ment and mitigation of radon in public water
supplies.

“(11) Assistance to State agencies and
other organizations to facilitate prompt
adoption and effective enforcement of new
construction standards for reducing radon
levels developed pursuant to section 305.

“(12) Development of testing guidelines for
multiunit residential structures and multi-
story buildings not later than six months
after the date of enactment of this paragraph
and development of mitigation guidelines
not later than three years after the date of
enactment of this paragraph.

“(13) Issnance of guidance to States on ap-
propriate elements of State radon measure-
ment and mitigation proficiency programs.”.

(b) PROFICIENCY TESTING.—(1) Section
306(a)(2) of the Toxic Substances Control Act
(as redesignated by section 4 of this Act) is
amended by striking “wvoluntary"'.

(2) Section 306(e) of the Toxic Substances
Control Act (as redesignated by section 4 of
this Act) is amended—

(A) by redesignating paragraph (2) as para-
graph (2)(A); and

(B) by adding after paragraph (2)(A), as so
redesignated, the following new subpara-
graphs:

“(B)i) Except as otherwise provided in
clause (ii), for the purposes of this para-
graph, the term ‘small business’ means a cor-
poration, partnership, or unincorporated
business that—

“(I) has 150 or fewer employees; and

“II) for the 3-year period preceding the
date of the assessment, has an average an-
nual gross revenue from radon measurement
and mitigation activities in an amount that
does not exceed $40,000,000.

“(i1) If, after consultation with the Small
Business Administration, the Administrator
determines that a modification of the defini-
tion of ‘small business' under clause (i) is ap-
propriate to characterize small businesses
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associated with radon measurement and
mitigation, the Administrator shall, by regu-
lation, modify the definition in such manner
as the Administrator determines to be appro-
priate.

‘“(C) The Administrator shall consider re-
ductions of such charges for small businesses
pursuant to the Regulatory Flexibility Act
(5 U.8.C. 601 et seq.).

‘D) No charges may be imposed on State
and local governments. In the case of a State
which is administering a radon proficiency
program pursuant to section 314(c), the State
may impose charges consistent with charges
which would have been imposed by the Ad-
ministrator. Any amounts collected by a
State as charges under this paragraph may
be used as part of the non-Federal share of a
El'al.nt awarded pursuant to section 307 of this
title,".

SEC. 8. GRANT ASSISTANCE.

(a) APPLICATION.—Section 307(b) of the
Toxic Substances Control Act (as redesig-
nated by section 4 of this Act) is amended by
adding at the end the following new para-
graph:

“(6) A description of the State's efforts to
develop a mandatory radon proficiency pro-
gram consistent with sections 306(a)(2) and
314.",

(b) ELIGIBLE ACTIVITIES.—Section 307(¢) of
the Toxic Substances Control Act (as redes-
ignated by section 4 of this Act) is amended
by adding at the end the following new para-
graphs:

/(11) Technical assistance to public water
supply systems concerning mitigation of
radon in public water supplies, and public
education and information activities to as-
sist homeowners in the assessment and miti-
gation of radon in private drinking water
supplies.

*(12) Activities to adopt model new con-
struction standards for reducing radon levels
developed pursuant to section 305 to the
State and assure the implementation of such
standards in the State.

*(13) Technical and financial assistance to
non-profit public interest groups to encour-
age radon testing and mitigation at local
levels.

“(14) Targeting outreach and technical as-
sistance activities to licensed child care fa-
cilities in priority radon areas.

“(15) Notwithstanding the limitation in
subsection (i)(4), payment, in the form of
grants or loans, of costs of implementing re-
mediation measures necessary to prevent
levels of radon in school buildings above the
target action point identified pursuant to
section 304(b)(1)(C): Provided, That such pay-
ments are made in consideration of the fi-
nancial need of the applicant.

“(16) Payment of costs of conducting radon
tests required pursuant to section 308(d): Pro-
vided, That such payments shall be made
only in the case of a local educational agen-
cy that received assistance payment pursu-
ant to paragraph (15).

“(17) Educational programs for members of
the housing Industry concerning the model
construction standards and technigues pub-
lished pursuant to section 305.

“(18) Financial assistance to conduct sur-
veys to improve the precision of priority
radon areas.’’.

(¢) PREFERENCE TO CERTAIN STATES.—Sec-
tion 307(d) of the Toxic Substances Control
Act (as redesignated by section 4 of this Act)
is amended—

{cil} by striking '*1991"" and inserting *'1993";
an

(2) by inserting before the period “, or have
adopted equally effective standards'.
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(d) FEDERAL SHARE.—Section 307(f) of the
Toxic Substances Control Act (as redesig-
nated by section 4 of this Act) is amended by
striking *in the third year” and inserting
*in each succeeding year''.

(e) ASSISTANCE TO LOCAL GOVERNMENTS.—
Section 307(g) of the Toxic Substances Con-
trol Act (as redesignated by section 4 of this
Act) is amended—

(1) by striking *‘and (6)"" and inserting ‘*(6),
(11), (12), (14), (15), and (16),”"; and

(2) by inserting ‘(1)" after
MENTS.—""; and

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

‘(2) Any remediation plans for reducing
radon in school buildings implemented pur-
suant to this section shall be reviewed for
consistency with EPA guidance by the
school officials responsible for authorizing
these types of structural changes.".

(f) INFORMATION.—Section 307(h) of the
Toxic Substances Control Act (as redesig-
nated by section 4 of this Act) is amended by
adding at the end the following new para-
graph:

‘(4) Any State receiving funds under this
section shall investigate consumer com-
plaints about radon services that violate the
Environmental Protection Agency or State
radon proficiency program. An appropriate
official of the State shall advise the Admin-
istrator of any person who violates the re-
quirements of section 314."".

(g) AUTHORIZATION.—Section 307(j) of the
Toxic Substances Control Act (as redesig-
nated by section 4 of this Act) is amended by
striking paragraph (5).

SEC. 9. RADON IN SCHOOLS.

Section 308 of the Toxic Substances Con-
trol Act (as redesignated by section 4 of this
Act) is amended by adding at the end the fol-
lowing new subsections:

*(c) GUIDELINES.—(1) Not later than one
year after the date of enactment of this sub-
section, the Administrator shall publish
guidelines on testing for and remediating
radon in school buildings.

*(2) After the publication of guidelines
pursuant to this subsection, testing and re-
mediation carried out pursuant to this sec-
tion shall be conducted in a manner consist-
ent with such guidelines,

‘(3) Any radon testing or remediation of
school buildings conducted prior to the pub-
lication of guidelines pursuant to this sub-
section shall be considered to meet the re-
quirements of this section if the testing or
remediation is conducted in a manner con-
sistent with any interim guidance published
by the Administrator or by a State (in any
case where the Administrator determines
that such guidelines are substantially con-
sistent with the guidelines published under
this subsection).

‘(d) REQUIREMENT FOR RADON TESTING.—(1)
Not later than two years after the designa-
tion by the Administrator of an area as a
priority radon area, each local educational
agency located in whole or in part In such
designated area shall conduct tests for radon
in each schoel building owned or operated by
the local educational agency.

*(2) The Administrator may extend the
schedule for testing for radon pursuant to
this subsection to the date two years from
the date of publication of testing guidelines
pursuant to subsection (c).

“*(3) The results of any tests conducted pur-
suant to this section by a local educational
agency shall be available for public review in
the administrative offices of the local edu-
cational agency during normal business
hours. The local educational agency shall no-

“GOVERN-
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tify parent, teacher, and employee organiza-
tions of such results and shall send the re-
sults to the Administrator and the agency of
the State that implements radon programs.

“*(4) Any radon testing conducted pursuant
to this section shall be supervised by a per-
son who has received instruction pursuant to
an Environmental Protection Agency or
equivalent State approved program, as deter-
mined by the Administrator, and shall use
radon measurement devices and methods ap-
proved by the radon proficiency program es-
tablished pursuant to sections 306(a)(2) and
314.m.

SEC. 10. REGIONAL RADON TRAINING CENTERS,

Section 309(b) of the Toxic Substances Con-
trol Act (as redesignated by section 4 of this
Act) is amended by adding at the end the fol-
lowing new sentence: “The regional radon
training centers are authorized to provide
training to State and local building code of-
ficials, contractors, and others in the build-
ing community, on the model construction
standards and techniques published pursuant
to section 305.”.

SEC. 11. FEDERAL BUILDINGS.

Section 310 of the Toxic Substances Con-
trol Act (as redesignated by section 4 of this
Act) is amended by adding at the end the fol-
lowing new subsection:

‘“(g) RADON ASSESSMENT AND MITIGATION
PLAN.—(1) Not later than January 1, 199, the
Administrator shall submit to Congress a
plan describing activities to be undertaken
by appropriate Federal agencies to assess
and mitigate radon in Federal buildings.

‘(2) The Administrator shall consult with
the heads of affected Federal agencies in the
development of the plan required pursuant to
this subsection.

“(3) The plan required pursuant to this
subsection shall, at a minimum—

“(A) include a list of each Federal building
and an indication of the results of any radon
tests for such buildings conducted to date;

“{B) specify those Federal buildings for
which assessment and mitigation will be un-
dertaken on an expedited basis based on con-
sideration of—

“(i) the radon levels in the buildings;

“(ii) the number of people exposed to high
radon levels; and

“(iii) the susceptibility of the building to
mitigation.

“(C) specify the schedule for mitigation in
each building in which radon levels exceed
the target action level specified in section
303(b)(1)(C); and

‘(D) specify the Federal agency respon-
sible for the building, the estimated costs of
mitigation, and the source of funds for as-
sessment and mitigation actions.

“{4) At a minimum, each Federal agency
that is responsible for Federal buildings
shall assure that—

“(A) all schools and residences are assessed
to determine radon levels by not later than
January 1, 1996;

*(B) all other Federal buildings are as-
sessed to determine radon levels by not later
than January 1, 1998; and

“(C) in the case of a Federal building with
radon levels above the target action point es-
tablished by the Administrator pursuant to
section 304(b)(1XC), measures designed to
achieve radon levels at or below the target
action point are implemented by not later
than two years after the applicable deadline
for assessment specified in this paragraph.

“(5) In implementing radon assessment and
mitigation activities, Federal agencies shall
employ as contractors private firms certified
by the Administrator as proficient pursuant
to section 306(a)(2).

CONGRESSIONAL RECORD—SENATE

'*(6) Not later than two years after the sub-
mittal of the plan required pursuant to this
subsection, the Administrator shall submit
to Congress a report on actions taken to im-
plement the plan.”.

SEC. 12, RADON INFORMATION.

Title IIT of the Toxic Substances Control
Act (15 U.B.C. 2661 et seq.) (as amended by
section 4 of this Act) is further amended by
adding at the end the following new section:
“SEC, 313. RADON-RELATED INFORMATION.

“(a) INFORMATION DOCUMENT.—(1) Not later
than 180 days following the date of enact-
ment of this section, the Administrator, in
consultation with the Secretary of Housing
and Urban Development, national organiza-
tions that represent State and local housing
agencies (including public housing agencies),
real estate groups and real estate financial
institutions, citizen groups, and other groups
that the Administrator determines to be ap-
propriate, shall develop a written document
containing radon-related information.

“(2) The document shall include, at a mini-
mum-—

“(A) information indicating the health risk
associated with different levels of radon ex-
posure consistent with the health informa-
tion in the citizen's guide;

“(B) information regarding the advisabil-
ity of undertaking measures to mitigate dan-
gerous levels of radon;

‘“(C) information regarding appropriate
Federal and State agencies that can provide
further information on the health risk from
radon, and a list of firms or other entities
approved by the Environmental Protection
Agency for purposes of radon detection and
mitigation; and

(D) recommended Environmental Protec-
tion Agency radon testing procedures that
will provide quality and reliable measure-
ments in conjunction with a real estate
transaction.

““(3) A copy of such document shall be pro-
vided by every originating mortgage institu-
tion to each person from whom it receives or
for whom it prepares a written application
for an applicable mortgage loan. Such docu-
ment shall be made available not later than
five business days after such application is
received or prepared.

‘“(4) No federally chartered secondary
mortgage institution may purchase any
mortgage loan originating twelve or more
months after the date of enactment of this
section unless such secondary mortgage in-
stitution requires, by contract or otherwise,
that the originating mortgage institution
shall comply with the radon information dis-
tribution requirements imposed under this
section, in originating mortgages to be pur-
chased by such secondary mortgage market
institution.

“(6) For purposes of this section, a docu-
ment may be printed and distributed by each
originating mortgage institution if the form
and content of the document meet the re-
quirements of this section and the document
is approved by the Administrator.

“(b) VALIDITY OF CONTRACTS AND LIENS,—
Nothing in this section shall affect the valid-
ity or enforceability of any sale or contract
for the sale of residential real property or
any loan, loan agreement, mortgage, or lien
made or arising in connection with an appli-
cable mortgage loan.

‘“{¢) RELATIONSHIP TO OTHER LAwS.—Noth-
ing in this section shall annul, alter, affect,
or exempt any person subject to this section
from complying with the laws of any State
with respect to the provision of radon-relat-
ed information, except to the extent that the
Administrator determines that any such law

March 10, 1992

is inconsistent with this section, and then

only to the extent of the inconsistency.".

SEC. 13. MANDATORY RADON PROFICIENCY PRO-
GRAM.

Title IIT of the Toxic Substances Control
Act (156 U.S.C. 2661 et seq.) (as amended by
section 12 of this Act) is further amended by
adding at the end the following new section:
“SEC. 314. MANDATORY RADON PROFICIENCY

PROGRAM,

*(a) MANDATORY PARTICIPATION.—Effective
two years after the date of the enactment of
this section, no person shall offer radon
measurement devices or radon measurement
or mitigation services to the public unless
such person has successfully completed the
Environmental Protection Agency's radon
proficiency program, or appropriate portions
thereof.

*(b) STATUTORY CONSTRUCTION.—Nothing
in this section shall be construed to apply to
governmental units or nonprofit organiza-
tions that provide a radon service for their
own use and do not provide that service for
commercial purposes.

*(¢) DELEGATION TO STATES.—(1) The Ad-
ministrator shall administer the mandatory
proficiency program in a manner consistent
with the Guidance to States on Radon Cer-
tification of the Enviromental Protection
Agency.

“(2) The Administrator is authorized to
enter into any agreement or other arrange-
ment with any State for the purpose of dele-
gating its radon proficiency program, includ-
ing enforcement provisions, or any other
part thereof, to such State, provided that a
State program is consistent with the Federal
program,

“(d) PROHIBITED AcTS.—It shall be unlawful
for any person to—

‘(1) fail or refuse to comply with this sec-
tion, or any rule or regulation promulgated
or order issued pursuant to this section; or

“4(2) fail or refuse to—

““(A) establish or maintain records as re-
quired by the Administrator or by a State
where the Administrator has entered into an
agreement or other arrangement under sub-
section (c¢);

*(B) submit reports, notices, or other in-
formation, as required by the Administrator
or by a State where the Administrator has
entered into an agreement or other arrange-
ment under subsection (¢);

(C) permit entry or inspection by the Ad-
ministrator, or by a State where the Admin-
istrator has entered into an agreement or
other arrangement under subsection (¢); or

‘(D) permit access to or copying of records
by a State where the Administrator has en-
tered into an agreement or other arrange-
ment under subsection (¢).”.

SEC. 14. MEDICAL COMMUNITY OUTREACH.

Title III of the Toxic Substances Control
Act (15 U.S.C. 2661 et seq.) (as amended by
section 13 of this Act) is further amended by
adding at the end the following new section:
“SEC. 315. MEDICAL COMMUNITY OUTREACH.

“(a) IN GENERAL.—The Administrator, in
cooperation with the Secretary of Health
and Human Services, shall develop and im-
plement an outreach program to provide in-
formation about radon to the medical com-
munity.

“(b) INFORMATION.—(1) The Administrator,
in consultation with the Secretary of Health
and Human Services, the Surgeon General,
and the Director of the Centers for Disease
Control shall develop informational material
concerning radon tailored to doctors in gen-
eral practice and in specialties related to
lung cancer. Such information shall, at a
minimum—
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“(A) explain the health threats posed by
exposure to radon and include a summary of
scientific evidence that demonstrates the
human health effects of exposure to radon;

“(B) explain the association of radon with
smoking and other causes of lung cancer;

“(C) identify appropriate steps to take to
determine exposure to radon in the home;
and

‘D) identify sources of additional infor-
mation,

‘(2) Not later than one year after the date
of enactment of this section, the Adminis-
trator shall transmit the information devel-
oped pursuant to this section to—

“(A) doctors in the United States in gen-
eral practice;

‘*(B) doctors in specialties related to lung
cancer;

“(C) all doctors employed by the Federal
Government,;

“({D) all hospital administrators; and

‘(E) other physicians and officlals deter-
mined by the Administrator to be appro-
priate.

“(c) REPORT.—Not later than two years
after the date of enactment of this section,
the Administrator, in consultation with the
Secretary of Health and Human Services,
shall report to Congress concerning the im-
plementation of this section and rec-
ommendations for measures to Iimprove
radon information dissemination to the med-
ical community."".

SEC. 15. FEDERAL HOUSING.

Title III of the Toxic Substances Control
Act (15 U.S.C. 2661 et seq.) (as amended by
section 14 of this Act) is further amended by
adding at the end the following new section:
“SEC. 316. FEDERALLY OWNED AND

HOMES, SCHOOLS, AND BUILDINGS.

‘(&) FEDERALLY FUNDED CONSTRUCTION.—
Not later than six months after the publica-
tion of priority radon areas required by sec-
tion 303, or the publication of model con-
struction standards required by section 305,
whichever is later, the head of each Federal
agency shall adopt such procedures as may
be necessary to assure that any new Federal
building or that any school constructed with
Federal financial assistance, in a priority
radon area, shall conform to the model con-
struction standards required by section 305.

‘(b) FEDERALLY ASSISTED HOUSING.—The
Secretary of Housing and Urban Develop-
ment, in cooperation with the Adminis-
trator, shall, not later than one year after
the date of enactment of this Act, dissemi-
nate in priority radon areas information on
the health threats posed by radon, proper
methods of testing for radon, and technigues
for mitigating elevated radon levels to pub-
lic housing agencies and Indian housing au-
thorities, as defined in paragraphs (6) and
(11), respectively, of section 3(b) of the Unit-
ed States Housing Act of 1937 (42 U.S.C.
1437a(b)), and to owners and managers of
other housing assisted under other provi-
sions of the United States Housing Act of
1937 (42 U.S.C. 1437 et seq.) and the National
Housing Act (12 U.8.C. 1701 et seq.).

“"{c) RESEARCH.—The Secretary of Housing
and Urban Development shall undertake a
program of radon research, consisting of re-
search on—

‘(1) radon distribution and mitigation
within multiunit residential structures in
conjunction with the Administrator;

“(2) landlord liability;

**(3) predicting radon hazards in new multi-
anit residential structures on particular
lands; and

“(4) such other research as both the Sec-
retary of Housing and Urban Development
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and the Administrator consider appro-
priate."’.

SEC. 16. NATIONAL RADON EDUCATIONAL EF-
FORTS.

Title III of the Toxic Substances Control
Act (15 U.S.C. 2661 et seq.) (as amended by
section 15 of this Act) is further amended by
adding at the end the following new section:
“SEC. 317. NATIONAL RADON EDUCATIONAL CAM-

PAIGN.

““The Administrator shall establish a na-
tional education campaign and is authorized
to enter into cooperative agreements to in-
crease public awareness about radon health
risks and motivate public action to reduce
radon levels, including the use of funds for
the purchase and production of public edu-
cational materials.”.

SEC. 17. RADON IN WORK PLACES.

Title III of the Toxic Substances Control
Act (15 U.S.C. 2661 et seq.) (as amended by
section 16 of this Act) is further amended by
adding at the end the following new section:
“SEC. 318. RADON IN WORK PLACES.

*(a) STUDY OF RADON IN WORK PLACES.—

*(1) AUTHORITY.—The Director of the Na-
tional Institute for Occupational Safety and
Health of the Department of Health and
Human Services, in consultation with the
Administrator, shall conduct a study for the
purpose of determining the extent of radon
contamination in the Nation’s work places.

*(2) SURVEY.—In conducting such study,
the Director of the National Institute for Oc-
cupational Safety and Health of the Depart-
ment of Health and Human Services and the
Administrator shall be jointly responsible
for designing a survey that, when completed,
allows Congress to characterize the extent of
radon contamination in work places. The
survey shall include testing from a rep-
resentative sample of work places in each
priority radon area and shall include addi-
tional testing, to the extent resources are
available for such testing.

‘Y(3) REPORT.—Not later than two years
after the date of enactment of this Act, the
Director of the National Institute for Ocecu-
pational Safety and Health of the Depart-
ment of Health and Human Services, in con-
sultation with the Administrator, shall sub-
mit a report setting forth the results of the
study conducted pursuant to this section.

‘(b) AUTHORIZATION.—For the purpose of
carrying out this section there are author-
ized to be appropriated such sums, not to ex-
ceed $2,000,000, as may be necessary.".

SEC. 18. PREEMPTION.

Title II of the Toxic Substances Control
Act (156 U.S.C. 2661 et seq.) (as amended by
section 17 of this Act) is further amended by
adding at the end the following new section:
“SEC. 319. PREEMPTION.

‘‘(a) CONSTRUCTION OF PROVISIONS AS NoT
PREEMPTING OTHER LAWS.—Nothing in this
title shall be construed, interpreted, or ap-
plied to preempt, displace, or supplant any
other Federal or State law, whether statu-
tory or common.

*“(b) AWARD OF COSTS AND DAMAGE
AWARDS.—Nothing in this title shall be con-
strued or interpreted to preclude any court
from awarding costs and damages associated
with the testing or mitigation of radon con-
tamination, or a portion of such costs, at
any time.

“*(c) CONSTRUCTION OF PROVISIONS AS NOT
PROHIBITING MORE STRINGENT STATE RE-
QUIREMENTS.—Nothing in this title shall be
construed or interpreted as preempting a
State, with respect to radon within such
State, from establishing any liability or
more stringent requirement that is equal to
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or more stringent than those included in this
title.

*(d) CREATION OF CAUSE OF ACTION.—Noth-
ing in this title creates a cause of action or
in any other way increases or diminishes the
liability of any person under any other law,

‘“{e) EFFECT OF PROVISIONS IN CIVIL Ac-
TIONS FOR DAMAGES.—It is not the intent of
Congress that this subsection, or rules, regu-
lations, or orders issued pursuant to this
subsection, be interpreted as inflaencing, in
either the plaintiff’s or defendant’'s favor,
the disposition of any civil action for dam-
ages relating to radon. This subsection does
not affect the authority of any court to
make a determination in any adjudicatory
proceedings under applicable State law with
respect to the admission into evidence or
any other use of this title or rules, regula-
tions, or orders issued pursuant to this
title.”.

SEC. 19. ENFORCEMENT.

Title II1 of the Toxic Substances Control
Act (15 U.S.C. 2661 et seq.) (as amended by
section 18 of this Act) is further amended by
adding at the end the following new section:
“SEC. 320. ENFORCEMENT.

“(a) CIviL PENALTIES.—(1) Any person vio-
lating section 313 or 314 or who provides false
information concerning compliance with sec-
tion 305(f) to an appropriate Federal official,
shall be liable to the United States for a civil
penalty in an amount not to exceed $25,000
for each such violation.

“(2)(A) A civil penalty under this section
shall be assessed by the Administrator by an
order made on the record after opportunity
for a hearing in accordance with section 554
of title 5, United States Code. Before issuing
such an order, the Administrator shall give
written notice to the person to be assessed a
civil penalty under such order and provide
such person an opportunity to request, not
later than 15 days after the date the notice is
received by such person, a hearing on the
order.

‘“{B) In determining the amount of a civil
penalty, the Administrator may take into
account the nature, circumstances, extent,
and gravity of the violation or violations
and, with respect to the violator, ability to
pay, effect on ability to continue to do busi-
ness, any history of prior such violations,
the degree of culpability, and such other
matters as justice may require.

“(C) The Administrator may compromise,
modify, remit, with or without conditions,
any civil penalty that may be imposed under
this subsection. The amount of such penalty,
when finally determined, or the amount
agreed upon in compromise, may be deducted
from any sums owing by the United States to
the firm charged.

“(3) Any person who requested a hearing
under this section respecting the assessment
of a civil penalty and who is aggrieved by an
order assessing a civil penalty may file a pe-
tition for judicial review of such order with
the United States Court of Appeals for the
District of Columbia Circuit or for any other
circuit in which such person resides or trans-
acts business. Such a petition may only be
filed within the 30-day period beginning on
the date the order making such assessment
was issued.

‘“(4) If any person fails to pay an assess-
ment of a civil penalty—

‘““(A) after the order making the assess-
ment has become a final order and if such
person does not file a petition for judicial re-
view of the order in accordance with para-
graph (3); or

‘(B) after a court in an action brought
under paragraph (3) has entered a final judg-
ment in favor of the Administrator,
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the Attorney General shall recover the
amount assessed (plus interest at currently
prevailing rates from the date of the expira-
tion of the 30-day period referred to in para-
graph (3) or the date of such final judgment,
as the case may be) in an action brought in
any appropriate district court of the United
States. In such an action, the validity,
amount, and appropriateness of such penalty
shall not be subject to review.

“(b) COMPLIANCE ORDERS.—(1) If the Ad-
ministrator finds on the basis of information
made available, that any person, firm, or or-
ganization is in violation of this Act, the Ad-
ministrator shall proceed under the author-
ity under subsection (2) of this section, or
notify the person, firm, or organization in
which the violation occurred. If, beyond the
thirtieth day after the notification of the
Administrator, the State has not commenced
appropriate enforcement action, the Admin-
istrator may issue an order requiring compli-
ance or such other relief as the Adminis-
trator may find appropriate, or bring civil
action in accordance with paragraph (4) of
this subsection.

“(2) If the Administrator finds, on the
basis of information made available, that
any person, firm, or organization is in viola-
tion of requirements of the Act, the Admin-
istrator may issue an order requiring such
person, firm, or organization to comply with
such requirement or such other relief as the
Administrator may find appropriate, or shall
bring civil action in accordance with para-
graph (4) of this subsection.

*(3) Any order issued under this subsection
shall be by personal service, shall state with
reasonable specificity the nature of the vio-
lation, and shall specify a time for compli-
ance not to exceed thirty days. Such orders
shall take into account the seriousness of
the violation and any good faith efforts to
comply with applicable requirements.

‘“(4) The Administrator is authorized to
commence a civil action for appropriate re-
lief, including a permanent or temporary in-
junction, of any violation for which he is an-
thorized to issue a compliance order under
paragraph (1) of this subsection. Any action
under this subsection may be brought in the
district court of the United States in the dis-
trict in which the defendant is located or re-
sides or is doing business, and such court
shall have jurisdiction to restrain the viola-
tion and require compliance. Notice of the
commencement of such action shall be given
immediately to the appropriate State.”.

BEC. 20. CITIZEN SUITS.

Title III of the Toxic Substances Control
Act (16 U.S.C. 2661 et seq.) (as amended by
section 19 of this Act) is further amended by
adding at the end the following new section:
“SEC. 321. CITIZEN SUITS.

“(a) IN GENERAL.—Except as provided in
subsection (b), any person may commence a
civil action—

“(1) against the United States in any case
where the United States is alleged to be in
violation of section 305(f), 310, or 316, or any
rule promulgated thereunder, to restrain
such violation;

*(2) against any person who is alleged to be
in violation of section 308, 313, or 314, or any
rule promulgated thereunder, to restrain
such violation; or

*(3) against the Administrator to compel
the Administrator to perform any act or
duty under this Act that is not discre-
tionary.

Any civil action under paragraph (1) shall be
brought in the United States district court
for the district in which the alleged violation
ocecurred or in which the defendant resides or
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in which the defendant’s principal place of
business is located. Any action brought
under paragraph (2) shall be brought in the
United States District Court for the District
of Columbia, or the United States district
court for the judicial district in which the
plaintiff is domiciled. The district courts of
the United States shall have jurisdiction
over suits brought under this section, with-
out regard to the amount in controversy or
the citizenship of the parties. In any civil ac-
tion under this subsection, process may be
served on a defendant in any judicial district
in which the defendant resides or may be
found and subpoenas for witnesses may be
served in any judicial district.

*(b) LIMITATION.—No civil action may be
commenced—

(1) under subsection (a)1) to restrain a
violation of this Act, or rule or order under
this Act—

“(A) before the expiration of sixty days
after the plaintiff has given notice of such
violation—

“(i) to the Administrator; and

“(ii) to the person who s alleged to have
committed such violation; or

“(B) if the Administrator has commenced
and is diligently prosecuting a proceeding to
require compliance with this Act or with
such rule or order, or if the Attorney General
has commenced and is diligently prosecuting
a civil action in a court of the United States
to require compliance with this Act or with
such rule or order, but if such proceeding or
civil action is commenced after the giving of
notice, any person giving such notice may
intervene as a matter of right in such pro-
ceeding or action; or

“*(2) under subsection (a)(2) before the expi-
ration of sixty days after the plaintiff has
given notice to the Administrator of the al-
leged failure of the Administrator to perform
an act or duty that is the basis for such ac-
tion.

Notice under this subsection shall be given
in such manner as the Administrator shall
prescribe by rule.

‘“(¢) IN GENERAL.—(1) In any action under
this section, the Administrator, if not a
party, may intervene as a matter of right.

**(2) The court, in issuing any final order in
any action brought pursuant to subsection
(a), may award costs of suit and reasonable
fees for attorneys and expert witnesses if the
court determines that such an award is ap-
propriate. Any court, in issuing its decision
in an action brought to review such an order,
may award costs of suit and reasonable fees
for attorneys if the court determines that
such an award is appropriate.

*(3) Nothing in this section shall restrict
any right that any person (or class of per-
sons) may have under any statute or com-
mon law to seek enforcement of this Act, or
any rule or order under this Act, or to seek
any other relief.

‘(d) CONSOLIDATION.—When two or more
civil actions brought under subsection (a) in-
volving the same defendant and the same is-
sues or violations are pending in two or more
judicial districts, such pending actions, upon
application of such defendants to such ac-
tions that is made to a court in which any
such action is brought, may, if such court in
its discretion so decides, be consolidated for
trial by order (issued after giving all parties
reasonable notice and opportunity to be
heard) of such court and tried in—

‘(1) a district that is selected by such de-
fendant and in which one of such actions is
pending;

‘(2) a district that is agreed upon by stipu-
lation between all the parties to such actions
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and in which one of such actions is pending;
or

“(3) a district that is selected by the court
and in which one of such actions is pending.

The court issuing such an order shall give
prompt notification of the order to the other
courts in which the civil actions consoli-
dated under the order are pending.".

SEC. 21. AUTHORIZATIONS OF APPROPRIATIONS.

(a) TECHNICAL ASSISTANCE.—Section 306(f)
of the Toxic Substances Control Act (as re-
designated by section 4 of this Act) is amend-
ed by striking *“‘and 1991." and inserting
1991, 1992, 1993, 1994, and 1995.".

(b) GRANT ASSISTANCE.—Section 307(j)(1) of
the Toxic Substances Control Act (as redes-
ignated by section 4 of this Act) is amended
by inserting before the period *, and
$15,000,000 for each of fiscal years 1992, 1993,
1994, and 1995.”".

(c) SCHOOL REMEDIATION.—Section 307(j) of
the Toxic Substances Control Act (as redes-
ignated by section 4 of this Act) is amend-
ed—

(1) by striking paragraph (5); and

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

“(5) Of funds appropriated pursuant to this
subsection for fiscal years 1992, 1993, 1994, and
1995, not more than one-third shall be used to
implement radon remediation measures for
local educational agencies pursuant to para-
graphs (15) and (16) of subsection (c).

““(6) Of funds appropriated pursuant to this
subsection for fiscal years 1992, 1993, 1994, and
1995, the Administrator may reserve an
amount up to 2 percent or $200,000, whichever
is the greater, for the purposes of making
grants to local educational agencies for the
implementation of measures to reduce radon
levels: Provided, That any such local edu-
cational agency is prohibited by State law
from receiving grant assistance from the
State: Provided further, That the local edu-
cational agency provides not less than 50
percent of the cost of implementing such
measures from non-Federal sources,’.

(d) REGIONAL TRAINING CENTERS.—Section
309(f) of the Toxic Substances Control Act
(as redesignated by section 4 of this Act) is
amended by inserting before the period *,
and $1,500,000 for each of fiscal years 1992,
1993, 1994, and 1995,"".

SEC. 22. TECHNICAL AMENDMENTS.

(a) TABLE OF CONTENTS.—The table of con-
tents in section 1 of the Toxic Substances
Control Act (15 U.S.C. 2601 note) is amend-
ed—

(1) by redesignating the items relating to
sections 303 through 311 as 304 through 312,
respectively;

(2) by inserting after the item relating to
section 302 the following new item:

“Sec, 303. Priority radon areas.";
and

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

313.
314.

Radon-related information.
Mandatory radon proficiency pro-

“Hec.
“Bec.

gram,

Medical community outreach.
Federally owned and assisted
homes, schools, and buildings.
National radon educational cam-

palgn.
318. Radon in work places.
319. Preemption.
“Sec. 320. Enforcement.
“Sec. 321. Citizens suits.
“Sec, 322. Periodic Reassessment of Health
Risks."”.

“'Sec.
“Bec.

315.
316.
“Sec. 317.

“Bec.
“Sec.
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(b) RADON MITIGATION DEMONSTRATION PRO-
GRAM.—Section 118(k)(2) of the Superfund
Amendments and Reauthorization Act of
1986 (42 U.S.C. 7401 note) is amended—

(1) in subparagraph (A)—

(A) by inserting “‘develop and" after ‘‘to'";
and

(B) by adding at the end of the subpara-
graph the following new sentence: ““The dem-
onstration program shall include the devel-
opment and evaluation of innovative low-
cost techniques to reduce radon concentra-
tions in existing structures, including struc-
tures with low to moderate radon levels, and
in new structures, and the development and
demonstration of radon mitigation tech-
nology for multistory buildings.".

(2) by striking subparagraph (B); and

(3) by redesignating subparagraph (C) as
subparagraph (B).

SEC. 23. REPORT TO CONGRESS ON PROMOTING
RADON TESTING.

(a) EVALUATION.—The Administrator of the
Environmental Protection Agency, in con-
sultation with the Secretary of Housing and
Urban Development, the Secretary of Agri-
culture, and the Secretary of Veterans Af-
fairs, shall evaluate existing efforts to pro-
mote radon testing in the Nation's homes
and ways to increase radon testing.

(b) REPORT.—(1) The Administer shall re-
port to Congress by October 1, 1993, on the ef-
fectiveness of alternative strategies to pro-
mote radon testing. The strategies shall in-
clude—

(A) grants to support the development of
radon testing strategies by States;

(B) financial incentives to homeowners;

(C) testing and disclosure of radon levels
during real estate marketing;

(D) public education programs;

(E) distributing radon information during
real estate marketing; and

(F) distributing radon information with
utility bills.

(2) In preparing the report, the Adminis-
trator shall consult with concerned parties
including public interest groups, health offi-
cials, radon testing industries, realtors,
home builders, utilities and the States.

SEC. 24. PERIODIC REASSESSMENT OF HEALTH
RISKS.

Title IIT of the Toxic Substances Control
Act (15 U.S.C. 2661 et seq.) is amended by
adding at the end thereof the following new
section:

“SEC. 322. PERIODIC REASSESSMENT OF HEALTH
RISKS.

The Administrator, in consultation with
the heads of the National Academy of
Sciences and the Centers for Disease Control,
shall conduct a program to reassess, on a
periodic basis, the human health risks asso-
ciated with radon exposure.'.

SEC. 25. RADIONUCLIDES, PRIMARY DRINKING
WATER REGULATIONS.

Prior to promulgating any national pri-
mary drinking water regulation for radio-
nuclides under the Safe Drinking Water Act,
the Administrator of the Environmental
Protection Agency shall conduct a multi-
media risk assessment of radon considering:
(a) the relative risk of adverse human health
effects associated with various pathways of
exposure to radon; (b) the relative costs of
controlling or mitigating exposure to radon
from each pathway; and (c) the relative costs
for radon control or mitigation experienced
by households, communities and other enti-
ties including the costs experienced by small
communities as the result of such regula-
tion. Such an evaluation shall consider the
risks posed by the treatment or disposal of
any wastes produced by water treatment.
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Upon completion of this risk assessment, the
Administrator shall report his findings to
the Senate Committee on Environment and
Public Works and the House Committee on
Energy and Commerce. Nothing in this sec-
tion shall modify or be the basis for an ex-
tension of any statutory or court-ordered
deadline for the promulgation of such regula-
tion.

Mr. MITCHELL. Mr. President, I
move to reconsider the vote by which
the bill, as amended, was passed.

Mr. BENTSEN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

ORDER OF PROCEDURE

The PRESIDING OFFICER. The ma-
jority leader.

Mr. MITCHELL. Mr. President, I am
aware that under the prior order the
Senate is now to turn to the consider-
ation of H.R. 4210. I ask unanimous
consent that the Senator from Mon-
tana be recognized to address the Sen-
ate for 6 minutes as if in morning busi-
ness.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BAUCUS. Mr. President, first I
thank the distinguished majority lead-
er and the distinguished chairman for
making this time available.

CANADA LUMBER

Mr. BAUCUS. Mr. President, the
United States Commerce Department
announced last week that it would
begin collecting a 14.5-percent duty on
lumber imports from Canada to offset
Canadian Iumber subsidies.

1 believe this determination is a vin-
dication of the claims that the Amer-
ican lumber industry has made regard-
ing Canadian subsidies. The decision
will save the jobs of thousands of lum-
ber mill workers and keep hundreds of
American mills open.

As chairman of the Senate Finance
Committee's International Trade Sub-
committee, I have observed the work-
ings of American trade laws for many
years.

But I have never before witnessed
such an egregious effort to bring out-
side political pressure to bear on a
quasi-judicial decision as this.

The Canadian Federal Government,
the Canadian provincial governments,
and the Canadian lumber industry have
hired at least 12 United States law
firms and several lobbying firms to
present their side of this issue to the
United States Government and the
press. All told, it is reported that Can-
ada has spent more than $20 million at-
tempting to influence this decision.

In a highly inappropriate step, Cana-
dian officials even met with the United
States Secretary of State and the
President’s National Security Advisor
to request their intervention in the
Commerce Department deliberations.
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The Canadian Embassy even saw fit
to hold a press briefing to blast the
Commerce Department's decision be-
fore it was announced.

I cannot hope to counter this torrent
of Canadian spin control, but I would
like to make four simple points that I
believe are central to consideration of
this issue.

CANADA BROKE ITS WORD

First, this entire countervailing duty
proceeding was caused by Canada's de-
cision to unilaterally terminate a trade
agreement with the United States.

From 1986 until October 1991, Canada
agreed that it did extend a subsidy to
lumber producers and collected an ex-
port tax on lumber shipments to the
United States to offset the subsidy.

Until the day it terminated the
agreement, Canada effectively con-
ceded that Canadian subsidies were
continuing by collecting export taxes
on lumber shipments from three of the
four lumber-producing Provinces.

Had the agreement not been termi-
nated by Canada, this dispute would
not have arisen.

CANADA SUBSIDIZES LUMBER

Second, Canada continues to extend
large and increasing subsidies to its
lumber industry. In 1986, the Commerce
Department made a similar prelimi-
nary ruling that Canadian lumber sub-
sidies amounted to 15 percent of the
value of Canadian lumber shipped to
the United States.

The U.S. industry argued at the time
that this figure was low. And since that
time, Canadian lumber subsidies have
risen.

Canada extends two separate sub-
sidies to its lumber industries: artifi-
cially low stumpage payments and the
log export ban.

Canada sells stumpage rights—the
right to cut trees from government
land—at a small fraction of the market
value of those rates. Stumpage rights
are extended to the Canadian timber
industry for as little as one-tenth the
market value of the lumber. Normally,
stumpage rights are sold at about one-
fourth to one-half of their market
value.

Even a former Canadian Minister of
Forests, Mr. Jack Kempf, has stated
that: “Nothing basic has changed in
British Columbia.* * * Payment, for
stumpage rights to the provincial
treasury from the forest companies, is
still unacceptably low.”

The effect of this subsidy is to en-
courage more timber cutting in Canada
and to allow the Canadian lumber in-
dustry to undersell its American com-
petition by as much as 5 to 20 percent.

The issue of the subsidy provided by
Canada’s export ban on logs was not in-
cluded in the 1986 subsidy calculation.
But a recent economic analysis con-
cluded that log export restrictions arti-
ficially limit demand for Canadian
logs, lowers log prices, and amount to
a subsidy of an additional 10-30 per-
cent.
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THE U.8. ACTION IS SANCTIONED BY
INTERNATIONAL LAW

Third, the countervailing duty on Ca-
nadian lumber in no way violates Unit-
ed States commitments under inter-
national trade agreements.

In fact, there is a subsidy code to the
General Agreement on Tariffs and
Trade that explicitly defines subsidies
as an unfair trade practice and sanc-
tions the imposition of duties to offset
them.

The Canadian Free-Trade Agreement
also explicitly sanctions such duties.
But the Canadian Free-Trade Agree-
ment is not relevant in this dispute;
United States efforts to enforce Can-
ada’s commitment to collect an export
tax is explicitly exempted from the
FTA by article 2009 of that agreement.
The dispute settlement panels estab-
lished under the FTA have no jurisdic-
tion over the softwood lumber issue.

But while criticizing the United
States for violating its international
obligations, Canada has threatened to
counterretaliate against the United
States. If carried out, such retaliation
would in itself be a blatant violation of
the GATT.

CANADA'S SUBSIDIES ARE A TRADE BARRIER

Finally, it is important to remember
that the real trade barrier at issue here
is not the United States duty, but the
Canadian subsidies.

Subsidies are every bit as much a
trade barrier as tariffs or quotas. And
the right—in fact, responsibility—of
the U.S. Government to offset these
subsidies with countervailing duties is
recognized under both U.S. and inter-
national law.

As the United States lumber industry
has often said, if the Canadian Govern-
ment wants the duty on Canadian tim-
ber eliminated it need only allow the
free market to set timber prices.

CONCLUSION

The din of rhetoric from north of the
border should not be allowed to distort
one simple truth: Canada's unfair sub-
sidies are threatening the jobs of 10,000
American lumber workers.

If Canada truly wants free trade in
lumber, it need only end its subsidies
and the United States will end its du-
ties. But until that time the United
States has no alternative but to offset
Canadian timber subsidies.

I applaud the Commerce Department
for a courageous and appropriate deci-
sion in the softwood lumber case.

Mr. President, I yield the floor and
again thank the distinguished chair-
man of the committee for making this
time available.

TAX FAIRNESS AND ECONOMIC
GROWTH ACT
The PRESIDING OFFICER (Mr.
LIEBERMAN). Under the previous order
the Senate will now proceed to the con-
sideration of H.R. 4210 which the clerk
will report.
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The legislative clerk read as follows:

A bill (H.R. 4210) to amend the Internal
Revenue Code of 1986 to provide incentives
for increased economic growth and to pro-
vide tax relief for families.

The Senate proceeded to consider the
bill, which had been reported from the
Committee on Finance, with an amend-
ment to strike all after the enacting
clause, and inserting in lieu thereof the
following:

SECTION 1. SHORT TITLE, ETC.

(a) SHORT TITLE.—This Act may be cited as
the “Family Taxr Fairness, Economic Growth,
and Health Care Access Act of 1992".

(b) AMENDMENT OF 1986 CoDE.—Ezcept as oth-
erwise expressly provided, whenever in this Act
an amendment or repeal is expressed in terms of
an amendment to, or repeal of, a section or
other provision, the reference shall be consid-
ered to be made to a section or other provision
of the Internal Revenue Code of 1986.

(c) Secrion 15 Nor 1O APPLY.—No amend-
ment made by this Act shall be treated as a
change in a rate of tar for purposes of seclion
15 of the Internal Revenue Code of 1956.

(d) UNDERPAYMENT OF ESTIMATED TAX.—No
addition to tar shall be made under section 6654
or 6655 of the Internal Revenue Code of 1986 for
the Ist required installment beginning in 1992
with respect to any underpayment to the extent
such underpayment was created or increased by
any amendment made by this Act. Any reduc-
tion in an installinent by reason of the preced-
ing senlence shall be recaptured by increasing
the amount of the Ist succeeding required in-
stallment by the amount of such reduction.

(e) TABLE OF CONTENTS.—The table of con-
tents of this Act is as follows:

Sec. 1. Short title, etc.
TITLE [—FAIR TAX TREATMENT OF
WORKING FAMILIES
Sec. 1001. Tazx credit for children.
Sec. 1002. Simplification and expansion of
earned income tax credit.

Sec. 1003. Extension of targeted jobs credit.
TITLE [I—PROMOTION OF LONG-TERM
ECONOMIC GROWTH
Subtitle A—Increased Savings
PART [—RETIREMENT SAVINGS INCENTIVES
SUBPART A—RESTORATION OF IRA DEDUCTION

Sec. 2001. Restoration of IRA deduction.

Sec. 2002. Inflation adjustment for deductible
amount.

Sec. 2003. Coordination of IRA deduction limit
with elective deferral limit.

SUBPART B—NONDEDUCTIBLE TAX-FREE IRAS

Sec. 2011. Establishment of nondeductible tax-
free individual retirement ac-
counts.

PART [I—PENALTY-FREE DISTRIBUTIONS

Sec. 2021. Distributions from certain plans may
be used without penalty to pur-
chase first homes or to pay higher
education or financially devastat-
ing medical expenses.

Sec. 2022. Contributions must be held at least 5
years in certain cases.

Subtitle B—Improved Educational Opportunities
PART [—INCOME DEPENDENT EDUCATION
ASSISTANCE
Sec. 2101. Income dependent education assist-

ance.
Sec. 2102. Collection of loans.
PART [I—WORKFORCE TRAINING

SUBPART A—STANDARDS OF EXCELLENCE IN
WORKFORCE TRAINING
Sec. 2111. Purpose.
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Sec. 2112, Amendment to Wagner-Peyser Acl.
SUBPART B~—YOUTH SKILLS TRAINING AND
EDUCATION PARTNERSHIPS

Sec. 2113. Short title.

Sec. 2114. Tar eremplion for contributions to
youth skills {raining and edu-
cation partnerships.

Sec. 2115. Augmented deduction for youth skills
training and education contribu-
tions by businesses.

SUBPART C—STUDY

Sec. 2116. Joint Labor Department and Treas-
ury Depariment study.

PART ITI—OTHER EDUCATION INCENTIVES

Sec. 2121. Credit for interest on educalion
loans.

Sec. 2122. Income exclusion for education bonds

expanded.
Sec. 2123. Employer-provided educational as-
sistance.
Sec. 2124. Disclosures of information for veter-
ans benefits.
Subtille C—Belter Access to Affordable Health
Care

PART I—IMPROVEMENTS IN HEALTH INSURANCE
AFFORDABILITY FOR SMALL EMPLOYERS
Sec. 2201. Increase in deductible health insur-
ance costs for self-employed indi-
viduals.
Sec. 2202. Grants to States for small employer
health insurance purchasing pro-

grams.
Sec. 2203. ‘Study of use of medicare rates by pri-
vate health insurance plans.
PART I1—IMPROVEMENTS IN HEALTH INSURANCE
FOR SMALL EMPLOYERS
SUBPART A—STANDARDS AND REQUIREMENTS OF
SMALL EMPLOYER HEALTH INSURANCE REFORM
Sec. 2211. Standards and requirements of small
employer health insurance.
SUBPART B—TAX PENALTY ON NONCOMPLYING
INSURERS
Sec. 2221. Excise taxr on premiums received on
health insurance policies which
do not meet certain requirements.
SUBPART C—STUDIES AND REPORTS
Sec. 2231. GAO study and report on raling re-
guirements and benefit packages
for small group health insurance.
PART III—IMPROVEMENTS IN PORTABILITY OF
PRIVATE HEALTH INSURANCE
Sec. 2241. Excise tax imposed on failure to pro-
vide for preeristing condition.
PART IV—HEALTH CARE COST CONTAINMENT
Sec. 2251. Establishment of health care cost
commission.
Sec. 2252. Federal certification of managed care
plans and utilization review pro-

grams.
Sec. 2253. Additional funding for outcomes re-
search.

PART V—MEDICARE PREVENTION BENEFITS

Sec. 2261. Coverage of certain immunizations.

Sec. 2262. Coverage of well-child care.

Sec. 2263, Demonstralion projects for coverage
of other preventive services.

Sec. 2264. OTA study of process for review of
medicare coverage of preventive
services.

Sec, 2265. Financing of additional benefits.

PART VI—OZONE-DEPLETING CHEMICALS

Sec. 2271. Increased base tar rate on ozone-de-
pleting chemicals and expansion
of list of taxed chemicals.

PART VII—HEALTH CARE OF COAL MINERS

Sec. 2281. Short title.

Sec. 2282, Findings and declaration of policy.

Sec. 2283. Coal industry health benefits pro-
gram.
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Subtitle D—Capital Gain Provisions
PART I—PROGRESSIVE CAPITAL GAIN RATES

Sec. 2301. Progressive capital gain rates.

Sec. 2302. Increase in holding period required
Jor long-term capital gain treat-
ment.

Sec. 2303. Recapture under section 1250 of total
amount of depreciation.

PART II—SMALL BUSINESS STOCK

Sec. 2311. 50-percent exclusion for gain from

certain small business stock.
Subtitle E—Investment in Real Estate
PART I—FIRST-TIME HOMEBUYER CREDIT

Sec. 2401. Credit for purchase of new principal
residence by first-time homebuyer.

PART II—MODIFICATION OF PASSIVE LOSS RULES

Sec. 2411. Modification of passive loss rules.
PART [1I—PROVISIONS RELATING TO REAL
ESTATE INVESTMENTS BY PENSION FUNDS

Sec. 2421. Real estate property acquired by a
qualified organization.

Special rules for investments in part-
nerships.

Title-holding companies permitted to
receive small amounts of unre-
lated business tarable income.

Ezxclusion from wunrelated business
tar of gains from certain prop-
erty.

Ercms!{m from wunrelated business
tax of certain fees and optlion pre-
miums.

Exclusion from wunrelated business
tar of certain hotel rental income.

PART IV—OTHER PROVISIONS

2431. Increase in recovery period for real

property.

2432, Low-income housing credit.

2433. Qualified mortgage bonds.

Subtitle F—Other Incentives
PART I—SPECIAL DEPRECIATION ALLOWANCE

Sec. 2501. Special depreciation allowance for
certain equipment acquired in
1992.

PART II—MODIFICATIONS TO MINIMUM TAX

Sec. 2502. Temporary repeal of preference for
contributions of appreciated prop-
erty.

Sec. 2503. Minimum tax treatment of certain en-
ergy preferences.

Sec. 2504. Elimination of ACE depreciation ad-
justment.

PART III—EXTENSION OF OTHER EXPIRING TAX

PROVISIONS

Extension of research credit.

Extension of small issue bonds.

Extension of energy investment credit

for solar and geothermal property.

2508. Ezxcise tax on certain vaccines.

2509. Certain transfers to Railroad Retire-

ment Account.

2510. Extension of taxr credit for orphan

drug clinical testing expenses.

PART IV—REPEAL OF CERTAIN LUXURY EXCISE

TAXES, TAX ON DIESEL FUEL USED IN NON-
COMMERCIAL MOTORBOATS

Sec. 2511. Repeal of luzury excise tazes other
than on passenger vehicles,

Sec. 2512, Tar on diesel fuel used in non-
commercial motorboats.

PART V—OTHER PROVISIONS

Sec. 2513. Treatment of employer-provided
transportation benefits.

Sec. 2514. Tariff classification of light trucks.
TITLE III—PAYMENT OF FAIR SHARE BY
HIGH-INCOME TAXPAYERS
Subtitle A—Treatment of Wealthy Individuals
Sec. 3001. Increase in top marginal rate under

section 1.

Sec. 2422.

Sec. 2423.

Sec. 2424,

Sec. 2425.

Sec. 2426.

Sec.

Sec.
Sec.

2505.
2506.
2507.

Sec.
Sec.
Sec.

Sec.
Sec.

Sec.
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3002. Surtar on individuals with incomes
over $1,000,000.

3003. Extension of overall limitation on
itemized deductions for high-in-
come tazpayers.

3004, Exrtension of phaseout of personal ex-
emption of high-income taz-
payers.

3005. Mark to market inventory method for
securities dealers.

3006. Disallowance of deduction for certain
employee remuneration in ercess
of $1,000,000.

Subtitle B—Administrative Provisions

Sec. 3101, Individual estimated tar provisions.
Sec. 3102. Corporate estimated tax provisions.
Sec. 3103, Disallowance of interest on certain
overpayments of tax.
TITLE IV—SIMPLIFICATION PROVISIONS
Subtitle A—Provisions Relating to Individuals

Sec. 4101. Simplification of rules on rollover of
gain on sale of principal residence
in case of divorce.

4102. Payment of tax by credit card.

4103. Modifications to election to include

child's income on parent’s return.

Simplified foreign tax credit limita-
tion for individuals.

Treatment of personal transactions
by individuals under foreign cur-
rency rules.

Ezxclusion of combat pay from wilh-
holding limited to amount exclud-
able from gross income.

4107, Exrpanded access to simplified income
tax returns.

Treatment of certain reimbursed ex-
penses of rural mail carriers.

Eremption from luxrury ercise tax for
certain equipment installed on
passenger vehicles for use by dis-
abled individuals.

Subtitle B—Pension Simplification

PART I—SIMPLIFIED DISTRIBUTION RULES

Sec. 4201. Tarability of beneficiary of qualified

Sec.

Sec.
Sec.

Sec.

Sec.

Sec.
Sec.

Sec. 4104,

Sec. 4105.

Sec. 4106.

Sec.

Sec. 4108,

Sec. 4109.

plan.

Sec. 4202. Simplified method for tazing annuity
distributions under certain em-
ployer plans.

Qualified plans must provide for
transfers of certain distributions
to other plans.

Sec. 4204, Required distributions.

PART II—INCREASED ACCESS TO PENSION PLANS

Sec. 4203,

Sec. 4211. Modifications of simplified employee
pensions.

Sec. 4212. Tax erempt organizations eligible
under section 401(k).

Sec. 4213. Duties of sponsors of certain proto-
type plans.

PART I1I—NONDISCRIMINATION PROVISIONS

Sec. 4221. Definition of highly compensated em-
ployees.

Sec. 4222, Election to treat base pay as com-
pensation.

Sec. 4223. Modification of additional participa-
tion requirements.

Sec. 4224. Nondiscrimination rules for qualified
cash or deferred arrangements
and matching contributions.

PART IV—MISCELLANEOUS SIMPLIFICATION

Sec. 4231. Treatment of leased employees.

Sec. 4232. Elimination of half~year require-
ments.

Sec. 4233. Modifications of cost-of-living adjust-
ments.

Sec. 4234. Plans covering self-employed individ-
uals.

Sec. 4235. Full-funding limitation of multiem-
ployer plans.

Sec. 4236. Alternative full-funding limitation.
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Sec. 4237. Distributions under rural cooperative
plans.

See. 4238. Treatment of governmental plans.

Sec. 4239. Use of ercess assets of black lung
benefit trusts for health care ben-
efits.

Sec. 4240. Reports of pension and annuity pay-
ments.

Sec. 4241. Contributions on behalf of disabled
employees.

Sec. 4242. Affitiated employers.

Sec. 4243. Disaggregation of union plans.

Sec. 4244, Uniform retirement age.

Sec. 4245. Special rules for plans covering pi-
lots.

Sec. 4246. National commission on private pen-
sion plans.

Sec. 4247. Date for adoption of plan amend-
ments.

Subtitle C—Treatment of Large Partnerships
PART I—GENERAL PROVISIONS

Sec. 4301. Simplified flow-through for large
partnerships.

Sec. 4302. Simplified audit procedures for large
parinerships.

Sec. 4303. Due date for furnishing information
to partners of large partnerships.

Sec. 4304. Returns may be required on magnelic
media.

Sec. 4305. Effective date.

PART II—PROVISIONS RELATED TO TEFRA
PARTNERSHIP PROCEEDINGS

Sec. 4311. Treatment of parinership items in de-

ficiency proceedings.

Sec. 4312. Partnership return to be determina-
tive of audit procedures to be fol-
lowed.

Provisions relating lo statute of limi-
tations.

Expansion of small partnership ex-
ception.

Exclusion of partial settlements from
1 year limitation on assessment.
Extension of time for filing a request
Jor administrative adjustment.
Availability of innocent spouse relief

in context of partnership proceed-

4313.
4314.

Sec.
Sec.

Sec. 4315.

Sec. 4316.

See. 4317.

ings.

Determination of penalties at part-
nership level.

Provisions relating to court jurisdic-
tion, etc.

Treatmeént of premature petitions
filed by notice pariners or 5-per-
cent groups.

Bonds in case of appeals from
TEFRA proceeding.

4322. Suspension of interest where delay in
computational adjustment result-
ing from TEFRA settlements.

Subtitle D—Foreign Provisions

PART [—SIMPLIFICATION OF TREATMENT OF
PASSIVE FOREIGN CORPORATIONS

Sec. 4401. Repeal of foreign personal holding
company rules and foreign invest-
ment company rules.

Sec. 4402. Replacement for passive foreign in-
vestment company rules.

Sec. 4403. Technical and conforming amend-
ments.

Sec. 4404. Effective date.

PART [[—TREATMENT OF CONTROLLED FOREIGN

CORPORATIONS

Sec. 4411. Gain on certain stock sales by con-
trolled foreign corporations treat-
ed as dividends.

Sec. 4412, Authority to prescribe simplified

Sec. 4318.

See. 4319.

Sec. 4320.

Sec. 4321.

Sec.

method for applying section
960(b)(2).

See. 4413. Miscellaneous modifications (o sub-
part F.

PART IHI—OTHER PROVISIONS
Sec. 4421. Exchange rate used in translating
foreign tazes.
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Sec. 4422. Election to use simplified section 904
limitation for alternative mini-
mum tax.

Sec. 4423. Modification of section 1491.

Sec. 4424. Modification of section 367(b).
Subtitle E—Other Income Tax Provisions
PART I—PROVISIONS RELATING TO SUBCHAPTER

S CORPORATIONS

4501. Determination of whether corpora-

tion has 1 class of stock.

4502. Authority to validate certain invalid

elections.

4503. Treatment of distributions during loss

Sec.
Sec.
Sec.

years.
4504, Other modifications.
PART I1—ACCOUNTING PROVISIONS
4511. Modifications to look-back method
Jor long-term contracts.
Sec. 4512, Simplified method for capitalizing
certain indirect costs.

PART III—TAX-EXEMPT BOND PROVISIONS
Sec. 4521. Repeal of $100,000 limitation on
unspent proceeds under 1-year ex-
ception from rebate.

Sec.

Sec.

Sec. 4522. Exception from rebate for earnings on
bona fide debt service fund under
construction bond rules.

Sec. 4523. Automatic extension of initial tem-
porary period for construction is-
sues.

Sec. 4524. Aggregation of issues rules not to
apply to tar or revenue anticipa-
tion bonds.

Sec. 4525. Allocation of interest expense of fi-
nancial institutions to tar-erempt
interest.

Sec. 4526. Tax treabment of 501(c)(3) bonds simi-
lar to governmental bonds.

Sec. 4527. Authority to terminate required in-
clusion of taz-evempt interest on
return.

Sec. 4528. Repeal of expired provisions.

Sec. 4529. Effective date.

PART IV—ELECTION OF ALTERNATIVE TAXABLE
YEARS
Sec. 4531. Election of tarable year other than

required taxable year.

Sec, 4532, Reguired payments for entities elect-
ing not to have required tarable
year.

Sec., 4533. Limitation on certain amounts paid
to employee-owners of personal
service corporations.

Sec. 4534. Effective date.

PART V—COOPERATIVES

Sec. 4541, Treatment of certain loan require-
ments.

Sec. 4542. Cooperative service organizations for
certain foundations.

Sec. 4543. Treatment of certain amounts re-
ceived by a cooperative telephone
company.

Sec. 4544. Tax treatment of cooperative housing
corporations.

Sec. 4545. Treatment of safe harbor leases in-
volving rural electric cooperatives.

PART VI—EMPLOYMENT

Sec. 4551. Credit for portion of employer social
security tares paid with respect to
employee cash lips.

Sec. 4552. Elimination of deduction for club
membership fees.

Sec. 4553. Clarification of employment tar sta-
tus of certain fisherman.

PART VII—OTHER PROVISIONS
Sec, 4561. Closing of partnership tarable year

with respect to deceased partner.
4562. Repeal of special treatment of owner-
ship changes in determining ad-
justed current earnings.
4563. Authorization for Bureauw of Land
Management use of Reforestation
Trust Fund.

Sec.

Sec.

Sec.

Sec.
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4564. Repeal of investment restrictions ap-
plicable to nuclear decommission-
ing funds.

4565. Modification of credit for producing
Juel from a nonconventional
source.

Subtitle F—Estate And Gift Taxr Provisions

Sec.
Sec.
Sec.
Sec.

Sec.
Sec.

Sec.

Sec.
Sec.

See,

Sec.

Sec.

4601, Clarification of waiver of certain

rights of recovery.

Adjustments for gifts within 3 years

of decedent’s death.

. Clarification of gualified terminable

interest rules.

Treatment of portions of property

under marital deduction.

Transitional rule under section 2056a.

Opportunity to correct certain fail-

ures under section 2032a.

Repeal of certain throwback rules ap-

plicable to domestic trusts.

Subtitle G—Ezxcise Tax Simplification

PART I—-FUEL TAX PROVISIONS

4701. Repeal of certain retail and use tares.

4702. Revision of fuel tax credit and refund
procedures.

4703. Authority to provide erceptions from
information reporting with respect
to diesel fuel and aviation fuel.

4704. Technical and conforming amend-

4602.
4603
4604.

4605.
4606.

4607.

ments.
4705. Effective date.

PART II—PROVISIONS RELATED TO DISTILLED

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.,

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.
Sec.

Sec.

Sec.

. 4717,

SPIRITS, WINES, AND BEER

Credit or refund for imported bottled
distilled spirits returned to dis-
tilled spirits plant.

Authority to cancel or credit export
bonds without submission of
records.

Repeal of reguired maintenance of
records on premises of distilled
spirits plant.

Fermented material from any brewery
may be received at a distilled spir-
its plant.

Repeal of requirement for wholesale
dealers in liquors to post sign.

Refund of tax to wine returned to
bond not limited to
unmerchantable wine.

Use of additional ameliorating mate-
rial in certain wines.

Domestically-produced beer may be
withdrawn free of tax for use of
Joreign embassies, legations, etc.

Beer may be withdrawn free of tar
Sor destruction.

Authority to allow drawback on ex-
ported beer without submission of
records.

Transfer to brewery of beer imported
in bulk without payment of tax.

4711.

4712,

4713.

4714.

4715,

4716,

4718.

4719.
4720.

4721,

PART 1II—OTHER EXCISE TAX PROVISIONS
Sec.

4731, Authority to grant exemptions from
registration requirements.

4732. Small manufacturers erxempt from
firearms excise tazr.

4733. Repeal of expired provisions.

Subtitle H—Administrative Provisions

PART I—GENERAL PROVISIONS

4801. Simplification of deposit requirements
for social security, railroad retire-
ment, and withheld income taxes.

4802. Simplification of employment tares
on domestic services.

4803. Use of reproductions of returns stored
in digital image format.

4804. Repeal of authority to disclose
whether prospective juror has
been audited.

4805. Repeal of special audit provisions for
subchapter S items.
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Sec. 4806. Clarification of statute of limitations.
PART II—TAX COURT PROCEDURES

Sec. 4811. Overpayment determinations of Tar
Court.

Sec. 4812. Awarding of administrative costs.

Sec. 4813. Redetermination of interest pursuant
to motion.

Sec. 4814. Application of net worth requirement
Jor awards of litigation costs.

PART I1l—AUTHORITY FOR CERTAIN
COOPERATIVE AGREEMENTS

Sec. 4821. Cooperative agreements with State
tar authorities.

TITLE V—TAXPAYER BILL OF RIGHTS

Sec. 5000. Short Title.

Subtitle A—Taxpayer Advocate

Sec. 5001. Establishment of position of Tar-
payer Advocate within Internal
Revenue Service.

Sec. 5002. Expansion of authority to issue tar-
payer assistance orders.

Subtitle B—Modifications to Installment
Agreement Provisions

Sec. 5101. Notification of reasons for termi-
nation or denial of installment
agreements.

Administrative review of denial of re-
quest for, or termination of, in-
stallment agreement.

Subtitle C—Interest

Ezrpansion of authorily to abate in-
terest.

Ezxtension of interest-free period for
payment of tar after notice and
demand.

Subtitle D—Joint Relurns

Requirement of separate deficiency
notices in certain cases.

Disclosure of collection activities.

Joint return may be made after sepa-
rate returns without full payment
of tazx.

Representation of absent divorced or
separated spouse by other spouse.
Subtitle E—Collection Activities

5401. Notice of proposed deficiency.

5402. Modifications to lien and levy provi-
sions.

Offers-in-compromise.

Notification of examination.

Modification of certain limits on re-
covery of civil damages for unau-
thorized collection actions.

Safeguards relating to designated
swimmons.

Subtitle F—Information Returns
5501. Phone number of person providing
payee statements required to be

shown on such statement.

5502. Civil damages for fraudulent filing of

information returns.

5503. Requirement to verify accuracy of in-

Jormation returns.

Subtitle G—Modifications to Penalty for Failure

to Collect and Pay Over Tazx

Sec. 5601. Trust fund tazes. -

Sec. 5602. Disclosure of certain information
where more than I person subject
to penalty.

Sec. 5603. Penalties under section 6672.

Subtitle H—Awarding of Costs and Certain Fees

Sec. 5701. Commencement date of reasonable
administrative costs.
Sec. 5702. Interim notice requirement.
Sec. 5703. Increased limit on attorney fees.
Sec. 5704, Failure (o agree lo extension not
taken into account.
5705, Effective date.

Sec. 5102,

Sec. 5201.

Sec. 5202.

5301,

4302.
5303.

Sec.

Sec.
Sec.

Sec. 5304.

Sec.
Sec.

5403.
5404.
5405.

Sec.
Sec.
Sec.

Sec. 5406.

Sec.

Sec.

Sec.

Sec.



March 10, 1992

Subtitle I—Other Provisions
Sec. 5801. Required content of certain notices.
Sec. 5802. Relief from retroactive application of
Treasury Department regulations.
Sec. 5803. Required notice of certain payments.
Sec. 5804. Unauthorized enticement of informa-
tion disclosure.
TITLE I—FAIR TAX TREATMENT OF
WORKING FAMILIES

SEC. 1001. TAX CREDIT FOR CHILDREN.

{a) IN GENERAL.—Subpart A of part IV of sub-
chapter A of chapter 1 (relating to personal
credits) is amended by inserting after section 25
the following new section:

“SEC. 25A. CREDIT FOR CHILDREN.

“(a) GENERAL RULE.—In the case of an eligi-
ble individual, there shall be allowed as a credit
against the tax imposed by this chapter for the
tazable year an amount equal to 3300 multiplied
by the number of qualifying children of the tax-
payer for the tarable year.

“/(b) INFLATION ADJUSTMENT.—In the case of
any tarable year beginning in a calendar year
after 1992, the dollar amount contained in sub-
section (a) shall be increased by an anount
equal to—

**(1) such dollar amount, multiplied by

“(2) the cost-of-living adjustment determined

under section I(f)(3) for the calendar year in
which the tazable year begins by substituting
‘calendar year 1991° for ‘calendar year 1989" in
subparagraph (B) thereof.
If any increase determined under the preceding
sentence is not a multiple of 850, such increase
shall be rounded to the next lowest multiple of
$50.
“(c) PHASE-OUT OF CREDIT FOR TAXPAYERS
WITH INCOME OVER 350,000.—

‘(1) IN GENERAL.—In the case of an eligible
individual with an adjusted gross income in ex-
cess of $50,000 for any taxable year, the amount
of the credit allowed under subsection (a) shall
be reduced (but not below zero) by the amount
determined under paragraph (2).

“(2) AMOUNT OF REDUCTION.—

‘“(A) IN GENERAL.—The amount determined
under this paragraph equals the amount which
bears the same ratio to the credit (determined
without regard to this subsection) as—

(i) the excess of—

“(I) the tazpayer’s adjusted gross income for
such tarable, over

“(11) 50,000, bears to

**(ii) $20,000.

*“{B) ROUNDING.—Any amount determined
under this paragraph which is not a multiple of
310 shall be rounded to the next lowest $10.

*'(3) ADJUSTED GROSS INCOME.—Adjusted gross
income of any tarpayer shall be determined—

‘'(A) after application of sections 86 and 469,
and

“'(B) without regard to sections 135 and 911.

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

‘(1) ELIGIBLE INDIVIDUAL.—The term ‘eligible
individual' has the meaning given to such term
by section 32(c)(1) (determined without regard Lo
subparagraph (B)).

"(2) QUALIFYING CHILD.—The term ‘qualifying
child' has the meaning given to such term by
section 32(c)(3), determined—

“(A) without regard to subparagraph (C)(ii)
thereof, and

“(B) by substituting ‘16" for ‘19' in subpara-
graph (C)(iii) thereof.

“(3) CERTAIN OTHER RULES APPLY.—Sub-
sections (d) and (e) of section 32 shall apply."’

(b) CONFORMING AMENDMENT.—The table of
sections for such subpart A is amended by in-
serting after the item relating to section 25 the
Sollowing new item:

“‘Sec. 25A. Credit for children.'"
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{¢c) EFFECTIVE DATE—The amendments made
by this section shall apply to tarable years be-
ginning after December 31, 1991.

SEC. 1002, SIMPLIFICATION AND EXPANSION OF
EARNED INCOME TAX CREDIT.

(a) EARNED INCOME TAX CREDIT INCREASED.—
Subparagraph (C) of section 32(b)(1) (relating to
basic earned income credit) is amended to read
as follows:

‘“(C) PERCENTAGES.—For purposes of this
paragraph—

(i) IN GENERAL.—Except as provided in
clause (ii), the percentages shall be determined
as follows:

23 16.43

26.75 19.10

**(ii) TRANSITION PERCENTAGES.—
“(I) For taxable years beginning in 1992, the
percentages are:

Tt case of om aligible’ B - ibasan:
'n the case of an per-
individual with: ntage  percent-
is: age is:
1 qualifying child .............. 176 12,57
2 or more qualifying chil-
B e s wek vy ket 20.15 14.39

‘“(I1) For tarable years beginning in 1993:

In the of ligible ‘!‘?‘e e pkm 13
“In the case of an e per- aseou
individual with: ce percent-
age is:
1 qualifying child .............. 18.5 13.21
2 or mare qualifying chil-
BRI -k e i atanane 21.25 15.17."

(b) REPEAL OF INTERACTION WITH MEDICAL
EXPENSE DEDUCTION.—Section 213 (relating to
medical, dental, etc., expenses) is amended by
striking subsection (f).

(c) REPEAL OF INTERACTION WITH DEDUCTION
FOR HEALTH INSURANCE COSTS OF SELF-EM-
PLOYED.—Paragraph (3) of section 162(1) is
amended to read as follows:

“'(3) COORDINATION WITH MEDICAL DEDUC-
TION.—Any amount paid by a tarpayer for in-
surance to which paragraph (1) applies shall
not be taken into account in computing the
amount allowable to the taxpayer as a deduc-
tion under section 213(a).""

(d) REPEAL OF SUPPLEMENTAL YOUNG CHILD
CREDIT.—

(1) IN GENERAL.—Section 32(b)(1) (relating to
supplemental young child credit) is amended by
striking subparagraph (D).

(2) CONFORMING AMENDMENT.—Clause (i) of
section 3507(CN2)(B) (relating lo advance
amount tables) is amended by striking *‘(without
regard to subparagraph (D) thereof)”.

(e) EFFECTIVE DATE—The amendments made
by this section shall apply to tarable years be-
ginning after December 31, 1991.

SEC. 1003. EXTENSION OF TARGETED JOBS CRED-
IT.

fa) IN GENERAL.—Paragraph (4) of section
51(c) (relating to termination) is amended by
striking “‘June 30, 1992" and inserting *‘Decem-
ber 31, 1993"".

(b) EFFECTIVE DATE—The amendment made
by this section shall apply to individuals who
begin work for the employer after June 30, 1992.
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TITLE II—PROMOTION OF LONG-TERM
ECONOMIC GROWTH
Subtitle A—Increased Savings
PART I—RETIREMENT SAVINGS
INCENTIVES
Subpart A—Restoration of IRA Deduction

SEC. 2001. RESTORATION OF IRA DEDUCTION.

(a) IN GENERAL.—Section 219 (relating to de-
duction for retirement savings) is amended by
striking subsection (g) and by redesignating sub-
section (h) as subsection (g).

(b) TECHNICAL AND CONFORMING AMEND-
MENTS.—

(1) Subsection (f) of section 219 is amended by
striking paragraph (7).

(2) Paragraph (5) of section 408(d) is amended
by striking the last sentence.

(3) Section 408(o) is amended by adding at the
end thereof the following new paragraph:

*(5) TERMINATION.—This subsection shall not
apply to any designated nondeductible contribu-
tion for any tazable year beginning after De-
cember 31, 1992."

(4) Subsection (b) of section 4973 is amended
by striking the last sentence.

(c) EFFECTIVE DATE—The amendments made
by this section shall apply to tarable years be-
ginning after December 31, 1992,

SEC. 2002. INFLATION ADJUSTMENT FOR DE-
DUCTIBLE AMOUNT.

(a) IN GENERAL.—Section 219, as amended by
section 2001, is amended by redesignating sub-
section (g) as subsection (h) and by inserting
after subsection (f) the following new sub-
section;

**(g) COST-OF-LIVING ADJUSTMENTS.—

“(1) IN GENERAL.—If the cost-of-living amount
for any calendar year is equal to or greater than
8500, then each applicable dollar amount (as
previously adjusted under this subsection) for
any tarable year beginning in any subsequent
calendar year shall be increased by $500.

“(2) COST-OF-LIVING AMOUNT.—The cost-of-
living amount for any calendar year is the ex-
cess (if any) of—

‘“(A) 82,000, increased by the cost-of-living ad-
justment for such calendar year, over

“(B) the applicable dollar amount in effect
under subsection (b)(1)(A) for taxable years be-
ginning in such calendar year.

“(3) COST-OF-LIVING ADJUSTMENT.—For pur-
poses of this subsection—

‘“(A) IN GENERAL.—The cost-of-living adjust-
ment for any calendar year is the percentage (if
any) by which—

‘(i) the CPI for such calendar year, exceeds

“'(ii) the CPI for 1991.

“(B) CPI FOR ANY CALENDAR YEAR.—The CPI
for any calendar year shall be determined in the
same manner as under section 1(f)(4).

*“(4) APPLICABLE DOLLAR AMOUNT.—For pur-
poses of this subsection, the term ‘applicable
dollar amount’ means the dollar amount in ef-
fect under any of the following provisions:

““(A) Subsection (b)(1)(A).

*“(R) Subsection (c)(2)( A)(1).

“(C) The last sentence of subsection (c){2).”

(b) CONFORMING AMENDMENTS,—

(1) Section 408(a)(1) is amended by striking
“in ercess of 32,000 on behalf of any individual®'
and inserting “on behalf of any individual in
excess of the amount in effect for such tarable
year under section 219(b)(1)(A)"".

(2) Section 408(b)(2)(B) is amended by striking
©82,000"" and inserting ‘‘the dollar amount in ef-
fect under section 219(b)(1)(A)"".

(3) Section 408(j) is amended by striking

(¢) EFFECTIVE DATE.—The amendments made
by this section shall apply to tarable years be-
ginning after December 31, 1992,

SEC. 2003. COORDINATION OF IRA DEDUCTION
LIMIT WITH ELECTIVE DEFERRAL
LIMIT.

(a) IN GENERAL—Section 219(b) (relating to

mazimum amount of deduction) is amended by
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adding at the end thereof the following new
paragraph:

*'(4) COORDINATION WITH ELECTIVE DEFERRAL
LIMIT.—The amount determined wunder para-
graph (1) or subsection (c)(2) with respect to any
individual for any taxable year shall not exceed
the excess (if any) of—

“(A) the mazimum amount of elective defer-
rals of the individual which are excludable from
gross income for the tarable year under section
402(g)(1), over

*(B) the amount so excluded."

(b) CONFORMING AMENDMENT.—Seclion 219(c)
is amended by adding at the end thereof the fol-
lowing new paragraph:

“(3) CROSS REFERENCE,—

“For reduction in paragraph (2) amount,
see subsection (b)(4).”

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to tazable years be-
ginning after December 31, 1992,

Subpart B—Nondeductible Tax-Free IRAs
SEC. 2011. ESTABLISHMENT OF NONDEDUCTIBLE

TAX-FREE INDIVIDUAL RETIREMENT
ACCOUNTS.

(a) IN GENERAL.—Subpart A of part I of sub-
chapter D of chapter 1 (relating to pension,
profit-sharing, stock bonus plans, etc.) is
amended by inserting after section 408 the fol-
lowing new section:

“SEC. 408A. SPECIAL INDIVIDUAL RETIREMENT
ACCOUNTS.

"“fa) GENERAL RULE.—Ercept as provided in
this section, a special individual retirement ac-
count shall be treated for purposes of this title
in the same manner as an individual retirement
plan,

‘‘(b) SPECIAL INDIVIDUAL RETIREMENT AC-
COUNT.—For purposes of this title, the term 'spe-
cial individual retirement account’ means an in-
dividual retirement plan which is designated at
the time of establishment of the plan as a spe-
cial individual retirement account.

‘'(c) TREATMENT OF CONTRIBUTIONS,—

‘(1) NO DEDUCTION ALLOWED.—No deduction
shall be allowed under section 219 for a con-
tribution to a special individual retirement ac-
count.

*(2) CONTRIBUTION LIMIT.—The aggregale
amount of contributions for any tazable year to
all special individual retirement accounts main-
tained for the benefit of an individual shall not
exceed the excess (if any) of—

''(A) the mazimum amount allowable as a de-
duction under section 219 with respect to such
individual for such tarable year, over

““(B) the amount so allowed.

‘(3) SPECIAL RULES FOR QUALIFIED TRANS-
FERS.—

"“(A) IN GENERAL.—No rollover contribution
may be made to a special individual retirement
account unless it is a qualified transfer,

“(B) LIMIT NOT TO APPLY.—The limitation
under paragraph (2) shall not apply to a quali-
fied transfer to a special individual retirement
account.

““(d) TAX TREATMENT OF DISTRIBUTIONS.—

“(1) IN GENERAL.—Ezcept as provided in this
subsection, any amount paid or distributed out
of a special individual retirement account shall
not be included in the gross income of the dis-
tributee.

‘'(2) EXCEPTION FOR EARNINGS ON CONTRIBU-
TIONS HELD LESS THAN 5 YEARS.—

‘(A) IN GENERAL.—Any amount distributed
out of a special individual retirement account
which consists of earnings allocable to contribu-
tions made to the account during the 5-year pe-
riod ending on the day before such distribution
shall be included in the gross income of the dis-
tributee for the taxable year in which the dis-
tribution occurs.

“(B) ORDERING RULE.—
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(i) FIRST-IN, FIRST-OUT RULE.—Distributions
from a special individual retirement account
shall be treated as having been made—

“(1) first from the earliest contribution (and
earnings allocable thereto) remaining in the ac-
count at the time of the distribution, and

“'(I1) then from other contributions (and earn-
ings allocable thereto) in the order in which
made.

“'(ii) ALLOCATIONS BETWEEN CONTRIBUTIONS
AND EARNINGS.—Any portion of a distribution
allocated to a contribution (and earnings alloca-
ble thereto) shall be treated as allocated first to
the earnings and then to the contribution.

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

“(iv) CONTRIBUTIONS IN SAME YEAR.—Under
regulations, all contributions made during the
same tarable year may be treated as I contribu-
tion for purposes of this subparagraph.

“(C) CROSS REFERENCE.—

“For additional tax for early withdrawal,
see section 72(1).

*“(3) QUALIFIED TRANSFER.—

‘“(A) IN GENERAL.—Paragraph (2) shall not
apply to any distribution which is transferred in
a gualified transfer to another special individ-
ual retirement account.

‘“‘{B) CONTRIBUTION PERIOD.—For purposes of
paragraph (2), the special individual retirement
account to which any contributions are trans-
Sferred shall be treated as having held such con-
tributions during any period such contributions
were held (or are treated as held under this sub-
paragraph) by the special individual retirement
account from which transferred.

‘'(4) SPECIAL RULES RELATING TO CERTAIN
TRANSFERS.— )

‘'{A) IN GENERAL.—Notwithstanding any other
provision of law, in the case of a gualified
transfer to a special individual retirement ac-
count from an individual retirement plan which
is not a special individual retirement account—

‘(i) there shall be included in gross income
any amount which, but for the gualified trans-
fer, would be includible in gross income, but

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

“(B) TIME FOR INCLUSION.—In the case of any
qualified transfer which occurs before January
1, 1994, any amount includible in gross income
under subparagraph (A) with respect to such
contribution shall be includible ratably over the
4-tarable year period beginning in the tarable
year in which the amount was paid or distrib-
uted out of the individual retirement plan.

““(e) QUALIFIED TRANSFER.—For purposes of
this section, the term ‘qualified transfer’' means
a transfer to a special individual retirement ac-
count from another such account or from an in-
dividual retirement plan but only if such trans-
fer meels the requirements of section 408(d)(3)."

(b) EARLY WITHDRAWAL PENALTY.—Section
72(t), as amended by section 2021(c), is amended
by adding at the end thereof the following new
paragraph:

““(8) RULES RELATING TO SPECIAL INDIVIDUAL
RETIREMENT ACCOUNTS.—In the case of a special
individual retirement account under section
408A—

*“(A) this subsection shall only apply to dis-
tributions out of such account which consist of
earnings allocable to contributions made to the
account during the 5-year period ending on the
day before such distribution, and

“(B) paragraph (2)(A)(i) shall not apply to
any distribution described in subparagraph
(A)."

(c) Excess CONTRIBUTIONS.—Section 4973(b) is
amended by adding at the end thereof the fol-
lowing new sentence: “'For purposes of para-
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graphs (1)(B) and (2)(C), the amount allowable
as a deduction under section 219 shall be com-
puted without regard to section 4084."

(d) CONFORMING AMENDMENT.—The table of
sections for subpart A of part I of subchapter D
of chapter 1 is amended by inserting after the
item relating to section 408 the following nen
item:

“Sec. 408A. Special individual retirement ac-
counts."

(e) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to tarable years begin-
ning after December 31, 1992.

(2) QUALIFIED TRANSFERS IN 1992.—The amend-
ments made by this section shall apply to any
qualified transfer during any tarable year be-
ginning in 1992,

PART II—PENALTY-FREE DISTRIBUTIONS
SEC. 2021. DISTRIBUTIONS FROM CERTAIN PLANS
MAY BE USED WITHOUT PENALTY TO
PURCHASE FIRST HOMES OR TO PAY
HIGHER EDUCATION OR FINAN.
CIALLY DEVASTATING MEDICAL EX-
PENSES.

(@) IN GENERAL—Paragraph (2) of section
72(t) (relating to exceplions to 10-percent addi-
tional taxr on early distributions from gualified
retirement plans) is amended by adding at the
end thereof the following new subparagraph!

‘(D) DISTRIBUTIONS FROM CERTAIN PLANS FOR
FIRST HOME PURCHASES OR EDUCATIONAL EX-
PENSES.—Distributions to an individual from an
individual retirement plan, or from amounts at-
tributable to employer contributions made pur-
suant to elective deferrals described in subpara-
graph (A) or (C) of section 402(g)(3) or section
501(c)(18)(D)(iii)—

(i) which are gualified first-time homebuyer
distributions (as defined in paragraph (6)); or

‘(i) to the extent such distributions do not
exceed the qualified higher educalion erpenses
(as defined in paragraph (7)) of the taxpayer for
the taxable year."

(b) FINANCIALLY DEVASTATING MEDICAL EX-
PENSES.—

(1) IN GENERAL.—Section T2(t)(3)(A) is amend-
ed by striking *(B),".

(2) CERTAIN LINEAL DESCENDANTS AND ANCES-
TORS TREATED AS DEPENDENTS.—Subparagraph
(B) of section 72(t)(2) is amended by striking
“medical care’’ and all that follows and insert-
ing “‘medical care determined—

(i) without regard to whether the employee
itemizes deductions for such tarable year, and

(i) by treatling such employee’s dependents
as including—

‘(1) all children and grandchildren of the em-
ployee or such employee’s spouse, and

(1) all ancestors of the employee or such em-
ployee’s spouse.”

(3) CONFORMING AMENDMENT.—Subparagraph
(B) of section 72(t)(2) is amended by striking ‘‘or
(C)" and inserting **, (C) or (D)"".

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

‘(6) QUALIFIED FIRST-TIME HOMEBUYER DIS-
TRIBUTIONS.—For  purposes of paragraph
(2)D)(i)—

“(A) IN GENERAL.—The term ‘qualified first-
time homebuyer distribution’ means any pay-
ment or distribution received by an individual to
the extent such payment or distribution is used
by the individual before the close of the 60th
day after the day on which such payment or
distribution is received to pay qualified acquisi-
tion costs with respect to a principal residence
of a first-time homebuyer who is such individual
or the spouse, child, or grandchild of such indi-
vidual.

“(B) QUALIFIED ACQUISITION COSTS.—For pur-
poses of this paragraph, the term 'qualified ac-
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quisition costs' means the costs of acquiring,
constructing, or reconstructing a residence.
Such term includes any usual or reasonable set-
tlement, financing, or other closing costs.

*“(C) FIRST-TIME HOMEBUYER; OTHER DEFINI-
TIONS.—For purposes of this paragraph—

(i) FIRST-TIME HOMEBUYER.—The term ‘first-
time homebuyer' means any individual if—

“(1) such individual (and if married, such in-
dividual's spouse) had no present ownership in-
terest in a principal residence during the 2-year
period ending on the date of acquisition of the
principal residence to which this paragraph ap-
plies, and

“(1I) subsection (h) or (k) of section 1034 did
not suspend the running of any period of time
specified in section 1034 with respect to such in-
dividual on the day before the date the distribu-
tion is applied pursuant to subparagraph
(A)ii).

**(ii) PRINCIPAL RESIDENCE.—The term ‘prin-
cipal residence’ has the same meaning as when
used in section 1034.

““(iii) DATE OF ACQUISITION.—The term ‘date
of acquisition’ means the date—

“(1) on which a binding contract to acguire
the principal resid to which subparagraph
(A) applies is entered into, or

“(1I) on which construction or reconstruction
of such a principal residence is commenced.

‘(D) SPECIAL RULE WHERE DELAY IN ACQUISI-
TION.—If any distribution from any individual
retirement plan fails to meet the requirements of
subparagraph (A) solely by reason of a delay or
cancellation of the purchase or construction of
the residence, the amount of the distribution
may be contributed to an individual retirement
plan as provided in section 408(d)(3}A)(1) (de-
termined by substituting '120 days’ for '60 days'
in such section), except that—

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

“'(ii) such amount shall not be taken into ac-
count—

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

“(I1) for purposes of subclause (I1) of sub-
paragraph (A)(i).

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

"(A) IN GENERAL.—The term ‘gualified higher
education exrpenses’ means luition, fees, books,
supplies, and equipment required for the enroll-
ment or attendance of—

“'(i) the taxpayer,

‘(i) the taxpayer's spouse, or

*(iii) the taxpayer’s child (as defined in sec-
tion 151(c)(3)) or grandchild,
at an eligible educational institution (as defined
in section 135(c)(3)).

‘‘(B) COORDINATION WITH SAVINGS BOND PRO-
VisiONs—The amount of qualified higher edu-
cation expenses for any tarable year shall be re-
duced by any amount excludable from gross in-
come under section 135."

(d) CONFORMING AMENDMENTS.—

(1) Section 401(k)(2)(B)(i) is amended by strik-
ing '‘or'’ at the end of subclause (IIl), by strik-
ing “'‘and’’ at the end of subclause (IV) and in-
serting “‘or", and by inserting after subclause
(IV) the following new subclause:

‘“CV) the date on which qualified first-time
homebuyer distributions (as defined in section
72(t)(6)) or distributions for qualified higher
education  expenses (as defined in section
72(t)(7)) are made, and"",

(2) Section 403(b)(11) is amended by striking
“or' at the end of subparagraph (A), by strik-
ing the period at the end of subparagraph (B)
and inserting ', or’', and by inserting after sub-
paragraph (B) the following new subparagraph:

'*(C) for qualified first-time homebuyer dis-
tributions (as defined in section 72(t)(6)) or for
the payment of qualified higher education er-
penses (as defined in section 72(¢)(7))."
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(e) EFFECTIVE DATE.—The amendments made
by this section shall apply to payments and dis-
tributions after December 31, 1991.

SEC. 2022. CONTRIBUTIONS MUST BE HELD AT
LEAST 5 YEARS IN CERTAIN CASES.

(a) IN GENERAL.—Section 72(t), as amended by
section 2011(b), is amended by adding at the end
thereof the following new paragraph:

'*(9) CERTAIN CONTRIBUTIONS MUST BE HELD 5
YEARS.—

‘‘(4) IN GENERAL.—Paragraph (2)(A)(i) shall
not apply to any amount distributed out of an
individual retirement plan (other than a special
individual retirement account) which is alloca-
ble to contributions made to the plan during the
S-year period ending on the date of such dis-
tribution (and earnings on such contributions).

‘“(B) ORDERING RULE.—For purposes of this
paragraph, distributions shall be treated as hav-
ing been made—

‘(i) first from the earliest contribution (and
earnings allocable thereto) remaining in the ac-
count at the time of the distribution, and

*(ii) then from other contributions (and earn-
mg;e allocable thereto) in the arder in which
made.

Earnings shall be allocated to contributions in
such manner as the Secretary may prescribe.

"(C) SPECIAL ACCOUNTS—For rules applicable
to special individual retirement accounts under
section 4064, see paragraph (8)."'

(b) EFFECTIVE DATE—The amendment made
by this section shall apply to contributions (and
earnings allocable thereto) which are made after
December 31, 1992,

Subtitle B—Improved Educational
Opportunities
PART I—INCOME DEPENDENT EDUCATION
ASSISTANCE
SEC. 2101. INCOME DEPENDENT EDUCATION AS-
SISTANCE.

(a) IN GENERAL—Part D of title IV of the
Higher Education Act (20 U.S.C. 1087 el seq.) is
amended to read as follows:

“PART D—INCOME DEPENDENT
EDUCATION ASSISTANCE
“SEC. 451. PURPOSE.

‘It is the purpose of this part to establish @
direct loan program for eligible students enrolled
in institutions of higher education with income
contingent repayment of such loans occurring
through the Secretary of the Treasury.

“SEC. 452. PROGRAM AUTHORIZED.

“(a) IN GENERAL—The Secretary is author-
ized to carry out a program that—

‘“'(1) makes loans to eligible students at insti-
tutions of higher education to enable such stu-
dents to study at such institutions; and

*(2) establishes an account for each horrower
of such a loan, and collects repayments on such
loans, in accordance with section 59E of the In-
ternal Revenue Code of 1986.

“(b) DESIGNATION,—

‘(1) PROGRAM.—The program assisted under
this part shall be known as the ‘income depend-
ent education assistance program',

‘(2) LoaNs.—Loans made under this part
shall be known as ‘self-reliance loans'.

“(c) PAYMENTS.—The Secretary shall make
payments to a participating institution on the
basis of the estimated borrowing needs (provided
to the Secretary by such institulion) of the stu-
dents al such institution pursuant to guidelines
developed by the Secretary.

‘fd) RELATION T0 OTHER FEDERAL PRO-
GRAMS.—A participating institution shall con-
tinue to be eligible to participate in all other
programs assisted under this title,

“SEC. 453. ELIGIBILITY.

‘(@) STUDENT ELIGIBILITY.—All eligible stu-
dents enrolled at a participating institution are
eligible to receive self-reliance loans without re-
gard to financial need.
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“(b) NEEDS TEST FOR STUDENTS.—Notwith-
standing any other provision of law, an eligible
student shall not receive a self-reliance loan in
any fiscal year unless such student’s eligibility
for assistance under section 428 and subpart 1 of
part A has been assessed.

"'(¢) SELECTION OF INSTITUTIONS FOR PARTICI-
PATION.—

(1) IN GENERAL.—From among institutions of
higher education that have submitted applica-
tions under this part and are eligible to partici-
pate in part B loan programs, the Secretary
shall select institutions of higher education for
participation in the income dependent education
assistance program.

(2) SELECTION OF DIVERSE SCHOOLS.—The
Secretary shall select institutions of higher edu-
cation for participation in the income dependent
education assistance program in a manner so as
to represent a cross-section of institutions of
higher education by educational sector, length
of academic program, default exrperience, an-
nual loan volume, highest degree offered, enroll-
ment size, and geographic location.

*(3) INITIAL SELECTION OF INSTITUTIONS.—The
Secretary shall select 500 institutions of higher
education for participation in the income de-
pendent education assistance program not later
than May 1, 1993, except that the Secretary
shall select institutions such that the volume of
new student borrowing under this part does not
exceed the amounts under paragraph (4) for any
fiscal year.

‘(4) OBLIGATION OF FUNDS.—The Secretary
shall obligate funds as necessary to make self-
reliance loans in dollar amounts which in the
aggregate do not exceed $450,000,000 in fiscal
year 1994, $550,000,000 in fiscal year 1995,
$650,000,000 in fiscal year 1996 and $900,000,000
in fiscal year 1997.

“SEC. 454. APPLICATION AND AGREEMENT.

‘“fa) APPLICATION.—Each institution of higher
education desiring to participate in the income
dependent education assistance program shall
submit an application to the Secretary at such
time, in such manner, and accompanied by such
information as the Secretary may reasonably re-
quire.

“'(b) AGREEMENT REQUIRED.—Each instilution
of higher education chosen by the Secretary to
participate in the income dependent education
assistance program shall enter into an agree-
ment with the Secretary for the receipt of funds
under this part. Such agreement shall provide
for the establishment of a self-reliance loan pro-
gram at such institution under which such insti-
tution agrees to—

‘(1) originate self-reliance loans to students,
follow procedures specified by the Secretary in
disbursing such loans, accept liability stemming
from mismanagement of such loans, submit an-
nual audit information, and participate in eval-
uations conducted by the Secretary or organiza-
tions chosen by the Secretary;

*(2) provide the Secretary at least once each
month with a list of self-reliance loan recipients
and promptly nolify the Secretary of changes in
the enrollment status of any such loan recipi-

ent;

““(3) comply with the provisions of part B re-
lating to loan origination, disclosure, and other
matters which the Secretary determines are not
inconsistent with the provisions of this part;

“(4) transfer the promissory note and other
evidence of such loan as specified by the Sec-
retary to the Secretary or the Secretary’s agent
within 30 days after the origination of such
loan; :

“'(5) comply with the reporting requirements
established by the Secretary;

*(6) ensure that the note or the evidence of
indebtedness on such loans shall be the property
of the Secretary and that the institution will act
as the agent of the Secretary for the purpose of
making such loans;
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“(7) counsel borrowers with regard to repay-
ment options for self-reliance loans at the time
that the borrower leaves the institution of high-
er education; and

*'(8) comtain such additional information,
terms and condilions as the Secretary may pre-
scribe to protect the fiscal interests of the United
States and to ensure effective administration of
the self-reliance loan program.

“SEC. 455. TERMS OF SELF-RELIANCE LOANS.

“"(a) BORROWING LIMITS.—

“(1) ANNUAL LIMIT.—A student may not re-
ceive self-reliance loans in any fiscal year in ex-
cess pf—

“'(4) $5,000 in the case of an undergraduate
student; and

*(B) 815,000 in the case of a graduate student.

"(2) MAXIMUM BORROWING LIMIT.—(A) The
mazimum amount of self-reliance loans—

(i) an undergraduate student may borrow is
£25,000; and

(i) a graduate student may borrow is
830,000.

“({B) The mazximum amount of self-reliance
loans a student may borrow shall not exceed
$30,000.

"(C) The mazimum amount of loans a student
may borrow under this part and parts B and E
shall not exceed the applicable limitations on
aggregate indebtedness contained in seclion
428(b)(1)(B), except that, for a student deter-
mined to be independent for purposes of section
4284, the mazimum amount of loans such stu-
dent may borrow under this part and parts B
and E shall be increased by the amount bor-
rowed under this part not to exceed $10,000.

“(3) COST OF ATTENDANCE.—(A) No student
shall receive self-reliance loans in any fiscal
year in an amount which erceeds such student’s
cost of attendance for such year.

‘““(B) The amount of financial assistance a
student receives under this part in any fiscal
year, when combined with student financial as-
sistance received under other parts of this title
Jor such fiscal year, shall not exceed such stu-
dent’s cost of attendance for such fiscal year.

“(b) INTEREST RATE.—

“(1) IN GENERAL.—The interest rate on self-re-
liance loans shall be established at the time that
the loan is made and shall be equal to the aver-
age market yield on 10-year and 30-year market-
able obligations of the United States.

‘“(2) TIMING AND FREQUENCY.—The Secretary
shall establish the interest rate for self-reliance
loans at the same time and with the same fre-
gquency as the Secretary establishes interest
rates for the Supplement Loans for Studenis
program described in section 428A.

*(3) CONSOLIDATION OF LOANS.—In the case of
a student with 2 or more self-reliance loans with
respect to a continuous period of study—

“'(A) the Secretary shall treat all such loans
as I loan, and

“(B) the interest rate on such loan shall be
equal to the weighted average of the interest
rates for all such loans.

“SEC. 456. REPAYMENT PROVISIONS.

“a) IN GENERAL.—A self-reliance loan shall
be repaid through the income tax collection sys-
tem in accordance with section 59E of the Inter-
nal Revenue Code of 1986.

‘‘(b) REPAYMENT TERMS.—

‘(1) IN GENERAL.—A borrower of a self-reli-
ance loan or loans shall repay such loan or
loans by devoting to repayment 7 percent of
such borrower's adjusted gross income, exrcept
that the Secretary shall allow a borrower the
option of devoting to repayment—

“(A) 3, 5, or 7 percent of such borrower's ad-
justed gross income in the case of a borrower
who enters repayment with low indebtedness
under this part, as determined by the Secretary;
and

‘“(B) 5 or 7 percent of such borrower's ad-
justed gross income in the case of a borrower
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who enters repayment with moderate indebted-
ness under this part, as determined by the Sec-
retary.

''(2) SECRETARY’'S DETERMINATION OF INDEBT-
EDNESS LEVELS.—The Secretary shall make the
determination of low indebtedness and moderate
indebtedness described in subparagraphs (A)
and (B) of paragraph (1) in a manner such that
the average borrower described in each such
subparagraph is projected to repay self-reliance
loans over a similar number of years as the av-
erage borrower with high indebledness is pro-
jected to repay self-reliance loans under the
method described in the matter preceding sub-
paragraph (A) of paragraph (1).

*(3) REPAYMENT STATUS.—

"(A) IN GENERAL.—A borrower is in repayment
status with respect to any loan for any tarable
year in the repayment period.

“{B) REPAYMENT PERIOD.—For purposes of
subparagraph (A), the repayment period is the
period—

(i) beginning with the tazable year following
the tarable year in which the student first
ceases (after the loan was incurred) to be en-
rolled in an institution of higher education on
at least half-time basis, and

“(ii) ending with the earlier of—

(1) the 24th tarable year following the taz-
able year described in clause (i), or

“(1I) the taxable year in which the loan is re-
paid.

*'(4) SPECIAL RULE.—No repayment of a self-
reliance loan shall be due in any tazable year in
which the borrower is not required to file a Fed-
eral income tax return under section 6012 of the
Internal Revenue Cade of 1986.

"'(5) DETERMINATION OF ADJUSTED GROSS IN-
COME,—

“(A) IN GENERAL.—For purposes of this sub-
section, the term ‘adjusted gross income’ has the
meaning given to such term by section 62 of the
Internal Revenue Code of 1986.

*(B) MARRIED INDIVIDUALS.—A borrower who
marries an individual who has not received a
self-reliance loan, and who files a joint income
tar return, shall make repayments on the basis
of the adjusted gross income shown on such re-
turn.

‘(C) MARRIED FILING SEPARATELY.—In the
case of a married individual filing a separate re-
turn, adjusted gross income shall include ad-
justed gross income of the individual's spouse.

““fc) PREPAYMENTS.—A borrower may prepay
all or part of a self-reliance loan to the Sec-
retary without a penally.

*“(d) CANCELLATION FOR DEATH AND DISABIL-
ITY.—The Secretary shall discharge the liability
to repay a self-reliance loan in the event of
death or total permanent disability of a bor-
rower.

‘'(e) RULES RELATING TO BANKRUPTCY.—

‘(1) IN GENERAL.—A self-reliance loan shall
not be dischargeable in a case under title 11 of
the United States Code.

*'(2) CERTAIN AMOUNTS MAY BE POSTPONED.—
If any individual receives a discharge in a case
under title 11 of the United States Code, then
the Secretary may postpone any amount of the
portion of the liability of such individual on
any self-reliance loan which is attributable to
amounts required to be paid on such loan for
periods preceding the date of such discharge.
“SEC. 457. RESPONSIBILITIES OF THE SEC-

RETARY.

‘“(a) TERMS AND CONDITIONS.—The Secretary
shall promulgate the terms and conditions of a
self-reliance loan not otherwise specified in this
part.

“(b) ENFORCEMENT.—The Secretary shall have
the same aulhority to limit, suspend or termi-
nate an institution of higher education’s ability
to participate in the income dependent edu-
cation assistance program as the Secretary has
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to terminate an institution of higher education’s
participation under a part B loan program, The
Secretary may specify by regulation additional
criteria the Secretary shall use to monitor the
performance of participating institutions.

‘“(c) CENTRAL DATA SYSTEM.—

(1) IN GENERAL.—The Secretary shall develop
and administer a central data system for use in
administering self-reliance loans. Such data sys-
tem shall—

‘““C{A) permit borrowers to secure informalion
on their accounts;

‘(B) on at least an annual basis, provide each
self-reliance borrower with a statement of ac-
count balance and information on prepayment
options;

"'(C) permit the processing of borrower pay-
ments received, including the generation of con-
firmations to borrowers, and

‘(D) provide to each self-reliance borrower
not later than January 31 of each calendar year
the amount of interest paid on self-reliance
loans during the second preceding calendar

year.

“(2) SPECIAL RULE—Any borrower who re-
ceives a notice under subparagraph (B) or (D) of
paragraph (1) and who believes such notice con-
taing an error of statement or omission, or as-
serts a debt for which the borrower is not obli-
gated or to which the borrower desires to raise
a defense or excuse, shall file an objection there-
to with the Secretary within 60 days after re-
ceipt of such notice. The Secretary shall, within
30 days of receipt of such an objection, affirm,
adjust, or withdraw such certification and send
notice thereof to the borrower and to the Sec-
retary of the Treasury. Such decision shall be
reviewable by an appropriate district court of
the United States as a final agency decision.

“(d) STATEMENTS.—

"“(1) IN GENERAL.—The Secretary shall, not
later than January ! of each year, certify to the
Secretary of the Treasury each borrower who is
in repayment status on such date, and the per-
centage applicable to the borrower under section
456(a)(1).

“(2) AMOUNTS COLLECTED.—The Secretary of
the Treasury shall certify to the Secretary the
amounts collected with respect to each self-reli-
ance borrower.

“(e) STANDARD FORMS AND DATA FORMATS.—
The Secretary shall develop standard forms and
data formals for use by institutions of higher
education and borrowers regarding self-reliance
loans.

“(f) IMPLEMENTATION REPORT.—The Sec-
retary, in consultation with the Secretary of the
Treasury, not later than 1 year after the date of
enactment of this part, shall provide a report to
the Congress describing the implementation of
the income dependent education assistance pro-
gram, especially the steps taken to implement
the loan repayment provisions described in sec-
tion 456, and identifying problems that require
legislative action.

‘“(g) ANNUAL REPORT.—The Secretary, begin-
ning January 1, 1995, shall provide an annual
report to the Congress evaluating the implemen-
tation and administration of the income depend-
ent education assistance program and identify-
ing problems that require legislative action.

“th) EVALUATION.—Not later than January 1,
1997, the Secretary, in consultation with the
Secretary of the Treasury, shall make a report
to the Committee on Education and Labor of the
House of Representatives and the Committee on
Labor and Human Resources of the Senate eval-
uating the income dependent education assist-
ance program. Such report shall—

“(1) analyze the administrative burden and
cost imposed on the Departments of Education
and Treasury by the income dependent edu-
cation assistance program;

“(2) analyze the administrative capacity of
the Departments of Education and Treasury to
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operate a self-reliance loan program at all insti-
tutions of higher education;

“(3) analyze the administrative and financial
obstacles that may preclude all institutions of
higher education from operating a self-reliance
loan program and make recommendations for
corrective action;

''(4) analyze the complexity of the income de-
pendent education assistance program for insti-
tutions of higher education and students in
comparison with the complexity of part B loan
programs for institutions and students partici-
pating in loan programs under part B;

‘*'(5) determine whether borrowers are better
informed about their loan obligation under this
part compared to other part B loan programs;

''(6) analyze the impact of the income depend-
ent education assistance program on repay-
ments, delinquencies, and defaults;

“'(7) make any recommendations for legislative
action that may be needed to facilitate the im-
plementation of the income dependent education
assistance program to all eligible institutions of
higher education,

“'(8) publish the cost of tuition and the cost of
attendance at each participating institution and
analyze changes in such costs compared to such
changes occurring in institutions of higher edu-
cation that do not participate in the income-de-
pendent education assistance program;

'(9) analyze the ability of the Department of
Education to serve students in accordance with
the income dependent education assistance pro-

gram;

“'(10) analyze the effect of borrowing under
the income dependent education assistance pro-
gram on part B loan programs, including the ef-
fect on—

“'(A) the socioeconomic status of students par-
ticipating in part B loan programs;

“(B) the lenders, guarantee agencies and sec-
ondary markets participating in part B loan
programs; and

“(C) the rate of defaults in part B loan pro-

grams;

““(11) analyze the feasibility of including indi-
viduals over age 50 in the program while insur-
ing repayment before retirement;

*(12) recommend criteria to govern instilu-
tional eligibility for the program if it is contin-
ued or expanded; and

*'(13) analyze the program in terms of its rel-
ative effectiveness as part of an overall program
of higher education assistance which would in-
clude benefits earned through national and
communily service, taking inlo account the
findings and conclusions of the Commission on
National Services under the National and Com-
munity Service Act.

(i) OVERSIGHT RESPONSIBILITY AND DELEGA-
TION.—The Secretary shall be responsible for all
oversight of participating institutions.

“SEC. 458. DEFINITIONS.

"“"For purposes of this part—

(1) the term ‘cost of atiendance' has the
same meaning given to such term by section 472;

(2) the term ‘eligible student' means a stu-
dent who is a United States citizen and has at-
tained the age of 17 but not the age af 51;

''(3) the term ‘institution of higher education’
means an institution of higher education (as
such term is defined in section 481(a)) which has
demonstrated the administrative and fiscal ca-
pagity to carry out the provisions of this part;
an

“'(4) the term ‘participating institution’ means
an institution of higher education having an
agreement with the Secretary pursuant to sec-
tion 454(b). :

“SEC. 459. TERMINATION.

“"No loans shall be made under this part for
any fiscal year beginning after September 30,
1997."

SEC. 2102. COLLECTION OF LOANS.

(@) IN GENERAL.—Subchapter A of chapter 1

(relating to determination of tax liability), as
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amended by seclion 3002, is amended by adding
at the end thereof the following new part:

“PART IX—EDUCATIONAL LOAN
REPAYMENT
““Sec. 59E. Educational loan repayment.
“SEC. 59E. EDUCATIONAL LOAN REPAYMENT.

‘“fa) GENERAL RULE.—If this section applies to
an individual for any tarable year, there is
hereby imposed for the taxable year (in addition
to any other amount imposed by this title) a
self-reliance loan repayment installment equal
to the amount determined under subsection (c).

‘‘(b) INDIVIDUALS TO WHOM SECTION AP-
PLIES.—This section applies to any individual
Jor a taxable year if—

‘“(1) such individual is in repayment status
with respect to any self-reliance loan (as deter-
mined under section 456(b) of the Higher Edu-
cation Act), and

*(2) such individual is required (without re-
gard to this section) to file an income tax return
under section 6012,

“(¢c) AMOUNT OF INSTALLMENT.—For purposes
of this section—

‘(1) IN GENERAL.—The amount of any self-re-
liance loan repayment installment for any tazx-
able year shall be equal to the applicable per-
centage of the individual’s adjusted gross in-
come for the tarable year.

*‘(2) APPLICABLE PERCENTAGE.—For purposes
of paragraph (1), the applicable percentage with
respect to any individual shall be equal to the
percentage determined under section 456(b)(1) of
the Higher Education Act.

“(3) ADJUSTED GROSS INCOME.—

“(A) MARRIED FILING JOINTLY.—In the case of
married individuals filing a joint return, ad-
justed gross income shall be the amount shown
on the return even if this section applies to only
1 of the individuals.

“(B) MARRIED FILING SEPARATELY.—In the
case of a married individual filing separately,
adjusted gross income shall include adfusted
gross income of the individual's spouse.

“(d) COORDINATION WITH OTHER PROVI-
SIONS.—

"'(1) HIGHER EDUCATION ACT.—For purposes of
computing interest on a self-reliance loan—

‘“(A) TIME WHEN PAYMENT DEEMED MADE.—
Any amount paid under subsection (a) with re-
spect to any tazable year whick is paid—

‘(i) on or before the due date (without regard
to any extension) for filing the return for such
taxable year shall be treated as having been
paid on the last day of the tarable year, and

“(ii) after such due date shall be treated as
paid on the last day of the following taxable
year.

"(B) INTEREST UNDER THIS TITLE.—Any inter-
est imposed under this title which is properly al-
locable to an amount required to be paid under
subsection (a) shall be treated for purposes of
the Higher Education Act (and this title) as in-
terest paid on the self-reliance loan to which it
relates. For purposes of this paragraph, any ad-
dition to tar under section 6654 shall be treated
as interest.

“(2) TREATMENT AS TAX.—

“(A) SUBTITLE F.—For purposes of subtitle F,
the self-reliance loan repayment installment
under subsection (a) shall be treated as if it
were a tax imposed by section 1.

‘(B) SECTION 15 NOT TO APPLY.—Section 15
shall not apply to the self-reliance loan repay-
ment installment under subsection (a).

“(C) NOT TREATED AS TAX FOR CERTAIN PUR-
POSES.—The self-reliance loan repayment in-
stallment under subsection (a) shall not be
treated as a tax imposed by this chapter for pur-
poses of determining—

(i) the amount of any credit allowable under
this chapter, or

“'(ii) the amount of the minimum tax imposed
by section 55.
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‘*(e) DEFINITIONS AND SPECIAL RULES.—

‘(1) SELF-RELIANCE LOAN.—For purposes of
this section, the term ‘self-reliance loan’ has the
meaning given such term by section 452(b)(2) of
the Higher Education Act.

“‘(2) REFERENCES TO HIGHER EDUCATION ACT.—
Any reference in this section to the Higher Edu-
cation Act shall be treated as a reference to such
Act as in effect on the date of the enactment of
this section.

“(3) COORDINATION.—The Secretary shall
enter into such agreements with the Secretary of
Education as are necessary to carry out the pro-
visions of this section.”

(b) INCOME FROM DISCHARGE OF INDEBTED-
NESS.—Section 108(a)(1) is amended by striking
“or" al the end of subparagraph (B), by strik-
ing the period at the end of subparagraph (C)
and inserting ", or", and by adding at the end
the following new subparagraph:

“(D) the discharge is a discharge of a self-reli-
ance loan by reason of the expiration of the 25-
tazable-year period under subsection (b)(3)(B)(1)
of section 456 of the Higher Education Act."”

(c) CLERICAL AMENDMENT.—The table of parts
for subchapter A of chapter I is amended by
adding at the end thereof the following new
item:

“Part I1X. Educational loan repayment.’”

(d) OBLIGATION OF FUNDS.—

(1) EDUCATION.—The Secretary of Education
shall obligate funds for administrative cosis
under this part which in the aggregate do not
exceed zero in fiscal year 1992, $40,000,000 in fis-
cal year 1993, and $20,000,000 in each of fiscal
years 1994, 1995, 1996, and 1997.

(2) TREASURY.—The Secretary of the Treasury
shall obligate funds for adminisirative costs
under this part which in the aggregate do not
exceed zero in fiscal year 1992, £1,000,000 in fis-
cal year 1993, 37,500,000 in fiscal year 1994,
34,500,000 in fiscal year 1995, $3,600,000 in fiscal
year 1996, and $4,000,000 in fiscal year 1997.

(3) REDUCED APPROPRIATIONS.—If the level
under paragraph (1) or (2) for any fiscal year
erceeds the amount appropriated under such
paragraph for such fiscal year, such excess may
not be appropriated for any other purpose.

(e) EFFECTIVE DATE—The amendments made
by this section shall apply to tazable years be-
ginning after December 31, 1992.

PART II-WORKFORCE TRAINING

Subpart A—Standards of Excellence in
Workforce Training
SEC. 2111. PURPOSE.

It is the purpose of this subpart to amend the
Wagner-Peyser Act to—

(1) stimulate the adoption of a veluntary na-
tional system of occupational certification by es-
tablishing an independent national board to de-
velop a system of industry-based, occupational
proficiency standards and certifications of mas-
tery for occupations within each major industry
and occupations that involve more than 1 indus-
try, for which no recognized training standards
currently exist; and

(2) encourage the formation of youth skills
training and education parinerships by estab-
lishing standards for youth skills training and
education programs.

SEC. 2112. AMENDMENT TO WAGNER-PEYSER ACT.

The Wagner-Peyser Act (29 U.S8.C. 49 et seq.)
is amended—

(1) by inserting before section 1, the following:
“TITLE I-FEDERAL EMPLOYMENT
SERVICE™,

(2) by designating sections ! through 15 as
sections 101 through 115, respectively, and

(3) inserting at the end thereof, the following
new title:
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“TITLE II—WORKFORCE TRAINING
“Subtitle A—Professional and Technical
Standards for Workforce Training
“SEC, 201. ESTABLISHMENT OF NATIONAL BOARD.

‘“(a) IN GENERAL.—There is established a Na-
tional Board for Professional and Technical
Standards (hereafter referred to in this section
as the 'National Board').

*(b) COMPOSITION.—

‘(1) IN GENERAL~—The National Board shall
be composed of 24 members appointed in accord-
ance with paragraph (2)(A), of which 8 members
shall be representatives of business and indus-
try, 8 members shail be representatives of orga-
nized labor, and 8 members shall be representa-
tives of educational institutions and technical
associations the expertise of which reflects a
broad cross section of industries and occupa-
tions. Representatives of organized labor shall
be selected from among individuals rec-
aimmdm by recognized national labor federa-
tions.

“'(2) MEMBERSHIP.—

“(A) APPOINTMENTS.—Members of the Na-
tional Board shall be appointed as follows:

(i) 6 members (2 from each class of ap-
pointees described in paragraph (1)) shall be ap-
pointed by the Speaker of the House of Rep-
resentatives, upon the recommendations of the
Majority and Minority Leaders of the House, re-
spectively;

“(ii) 6 members (2 from each class of ap-
pointees described in paragraph (1)) shall be ap-
pointed by the President pro tempore of the Sen-
ate, upon the recommendations of the Majority
and Minority Leaders of the Senate, respec-
tively,

“'(iii) 6 members (2 from each class of employ-
ees described in paragraph (1)) shall be ap-
pointed by the Secretary of Labor; and

*(iv) 6 members (2 from each class of ap-
pointees described in paragraph (1)) shall be ap-
pointed by the Secretary of Education.

"“(B) EX OFFICIO MEMBERS.—The Secretary of
Labor and the Secretary of Education shall
serve as exr officio members of the National
Board.

‘“(3) TErRM.—FEach member of the National
Board shall be appointed under paragraph
(2)(A) for a term of 4 years, except that of the
initial members of the Board appointed under
such paragraph, 12 (3 from each class of ap-
pointees described in paragraph (1)) shall be ap-
pointed for a term of 2 years in the manner pre-
scribed in clauses (i) through (iv) of paragraph
2(A).

“(c) CHAIRPERSON AND VICE CHAIRPERSON.—
The National Board shkall elect a Chairperson
and 2 Vice Chairpersons (each representing a
different 1 of the classes of appointees described
in paragraph (1)) from among its members de-
scribed in subsection (b)(2)(A), each of whom
shall serve for a term of 1 year. The position of
Chairperson shall rotate among the classes of
appointees described in subsection (c)(1).

“(d) COMPENSATION AND EXPENSES—

‘(1) COMPENSATION.—Members of the Na-
tional Board who are not regular full-ltime em-
ployees of the United States Government shall
serve without compensation.

*'(2) EXPENSES.—While away from their homes
or regular places of business on the business of
the National Board, members of such Board may
be allowed lravel expenses, including per diem
in liew of subsistence, as is authorized under
section 5703 of title 5, United States Code, for
persons employed intermittently in the Govern-
ment service.

‘“fe) STAFF.—The National Board shall ap-
point an Ezxecutive Director who shall be com-
pensated at a rate determined by the Board that
shall not exceed the marimum rate of basic pay
payable for GS-15 of the General Schedule, and
who may appoint such staff as is necessary.
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“SEC. 202. ADVISORY COMMITTEES.

“(a) ESTABLISHMENT.—The National Board
shall establish advisory committees for each
major industry and for major occupations that
involve more than I industry, and shall appoint
individuals to serve as members of such commit-
tees from among nominations submitted by par-
ticipants in each such industry or occupation.
Each such committee shall include equal num-
bers of representatives from each of the 3 classes
of representatives described in section 201(b)(1).
Representatives of organized labor shall be se-
lected from among individuals nominated by
recognized national labor organizations rep-
riesenting employees in such industry or occupa-
tion.

“(b) DUTIES.—Each advisory commitlee estab-
lished under subsection (a) shall, for each major
industry or occupation for which such commit-
tee is established—

‘(1) develop recommendations for proficiency
standards for occupations within such industry
or for such occupation that are linked to inter-
nationally accepted standards, to the ertent
practicable;

“(2) develop assessments to measure com-
petencies for such occupations;

*(3) develop and recommend 2- to 5-year cur-
ricula for achieving such competencies that in-
clude structured work experiences and related
study programs leading to technical and profes-
sional certificates or associate degrees; and

“(4) evaluate the implementation of the pro-
ficiency standards, assessments, and curricula
developed under this subsection and make tec-
ommendations for revision, where appropriate.

““(c) LIMITATION.—No advisory committee es-
tablished pursuant to this section shall be au-
thorized to develop proficiency standards, as-
sessments, or curricula for any industry or occu-
pation for which recognized apprenticeship
standards exist.

“(d) FACA NoT APPLICABLE.—The provisions
of the Federal Advisory Committee Act shall not
apply to the advisory commiltees established
under this section.

“SEC. 203. DEADLINES.

“(a) IN GENERAL—Not later than December
31, 1993, the National Board shall identify at
least 30 industrial or occupational categories
and develop proficiency standards, assessments,
and curricula for such industries or occupa-
tions.

*(b) COMPLETION OF CATEGORIES.—The Na-
tional Board shall develop a program to ensure
that the proficiency standards, assessments, and
curricula for all remaining identified industrial
or occupational categories are completed not
later than January 1, 1997.

“SEC. 204. ATTAINMENT OF STANDARDS.

“Proficiency standards developed under this
title shall be formulated in such a manner that
the attainment of such standards is likely to
meet the reguirements for transferable credit
and enable a student to continue such student’s
education and training, with a special emphasis
on transferability among States.

“SEC. 205. AVAILABILITY.

"“The proficiency standards, assessments, and
curricula developed in accordance with this title
Jor an industry or occupation shall be made
available for voluntary use by institutions of
postsecondary education offering professional
and technical education, labor organizations,
trade and technical associations, employers and
labor-management organizations providing for-
malized training, private training providers, and
any other organizations likely to benefit from
such proficiency standards, assessments, and
curricula.

“SEC. 206. AUTHORIZATION OF APPROPRIATIONS.

() IN GENERAL.—There are authorized lo be
appropriated to carry out this subtitle,
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$15,000,000 for fiscal year 1993, and such sums as
may be necessary for each of the fiscal years
1994 through 1997.

“(b) AVAILABILITY.—Amounts appropriated
under subsection (a) shall remain available
until expended."’

“Subtitle B—Youth Skills Training and
Education Programs
“SEC. 211. YOUTH SKILLS TRAINING AND EDU.
CATION PROGRAMS.

“{a) YOUTH SKILLS TRAINING AND EDUCATION
PROGRAMS.—A program shall qualify as a youth
skills training and education program under
this subtitle for purposes of section 501(c)(26) of
the Internal Revenue Code of 1986 if such pro-
gram—

(1) provides eleventh and twelfth grade stu-
dents with the opportunity to voluntarily enter
into a course of study that integrates academic
instruction with supervised on-the-job training
and instruction in the workplace in a curricu-
Tum designed to lead to a high school diploma
and to qualify the student for further education
or an advanced technical or professional train-
ing program;

“(2) provides each student, upon completing
such program, with assistance in seeking post-
program employment and further education and
training in such student's program field;

*'(3) is certified by a State or local educational
agency as meeting the educational standards es-
tablished and approved by such agency,; and

'(4) is certified by a State agency responsible
for occupational training as meeting the re-
quirements of subsections (b) through (k).

“(b) TRAINING STANDARDS.—The requirements
of this subsection are met if—

‘(1) the program conforms with the relevant
industrial or occupational proficiency standards
and assessments established by the National
Board for Professional and Technical Standards
under subtitle A of this litle, or, if such stand-
ards and assessments are not available, the pro-
gram is likely to provide student participants
with broad-based competencies and transferable
skills suitable for career progression within the
industries or trades in which the student is em-
ployed; or

“(2) the program provides training through an
apprenticeship program registered with the De-
partment of Labor, Bureau of Apprenticeship
Training, or with a Stale apprenticeship agency
recognized by such Bureau.

“(c) ScHOOL COORDINATOR.—The reguire-
ments of this subsection are met if the program
provides that each participating school in such
program designates a school official or counselor
to coordinate the work and education aspects of
each participating student's program and makes
regularly scheduled visits to the work sites
where participating students are employed.

“'(d) WRITTEN TRAINING AGREEMENT.—The re-
quirements of this subsection are met if the pro-
gram provides that employers employing stu-
dents in such program enter into written agree-
ments signed by the student, the student’s par-
ent or guardian, the school official responsible
for coordination of the program, and the em-
ployer, setting forth the type of work to be per-
formed, the wages and benefits to be paid by the
employer, the hours of work, the ratio of hours
at work to hours in school, the type and amount
of training to be provided by the employer, the
type and amount of on-the-job supervision to be
provided by the employer, the competencies and
skills the student is expected to acguire, and
any other goals and objectives of the training.

‘'(e) REVIEW AND EVALUATION.—The require-
ments of this subsection are met if the program
provides for systematic review and evaluation of
the student’s progress in job performance, acqui-
sition of work-related competencies and skills,
and related academic instruction, and for the
maintenance of appropriate progress records.
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“(f) LABOR STANDARDS.—The regquirements of
this subsection are met if the program provides
for the following:

“(1) WAGES.—The wage paid to participating
students by the employer in the program is not
less than the minimum wage prescribed by the
Fair Labor Standards Act, unless a higher wage
is required by other applicable Federal law,
State law, respective regulations, or by a collec-
tive bargaining agreement.

“(2) BENEFITS AND WORKING CONDITIONS.—
Students employed by participating employers
are provided benefits and working conditions at
the same level and to the same extent as other
employees working a similar length of time and
doing the same type of work.

‘“(3) WORKPLACE HEALTH AND SAFETY.—Stu-
dents are provided with adequate and safe
equipment and a safe and healthful workplace
consistent with all health and safely standards
established under applicable State and Federal
law, and provides health and safety training for
participating students on the job and in related
coursework.

“'{4) WORKERS' COMPENSATION.—To the extent
that a State workers' compensation law is appli-
cable, workers' compensation benefits in accord-
ance with such law are available with respect to
work-related infuries suffered by participating
students. To the extent that such law is not ap-
plicable, insurance coverage of injuries suffered
by such participants is secured in accordance
with requirements prescribed by the organiza-
tion administering the program.

“(5) PROHIBITED OCCUPATIONS.—No student
participating in the program is assigned to work
in any occupation prohibited for minors of the
student's age under the Fair Labor Standards
Act (29 U.S.C. 210 et seq.) and regulations pro-
mulgated thereunder, or any other applicable
Federal, State or local law.

“fg) NONDISCRIMINATION.—The requirements
of this subsection are met if the program pro-
vides that no individual is ercluded from par-
ticipation in, denied the benefits of, subjected to
discrimination under, or denied employment in
the administration of, or in connection with, the
program because of race, color, religion, sex, na-
tional origin, age, handicap, or political affili-
ation, or belief.,

"'(h) NONDISPLACEMENT.—The requirements of
this subsection are met if the program provides
that employment or use of a student participat-
ing in such program does not result in the dis-
placement of any other employed worker (in-
cluding partial displacement such as a reduc-
tion in hours of work, or empl
benefits), nor does the student perform a.ny serv-
ices or duties or engage in activities that were
previously or would otherwise be assigned to or
performed by any—

“(1) employee who is on layoff or is otherwise
subject to a reduction in force; or

*(2) employee who is on strike or is involved
in a lockout.

‘(i) RECORDS AND REPORTS.—The require-
ments of this subsection are met if—

(1) the name, address, and bylaws of the or-
ganization operating the program, the name and
address: of each school participating in such
program, the name and address of each em-
ployer contributing to such program, copies of
the certifications required under paragraphs (3)
and (4) of subsection (a), and a copy of the reg-
istration required under subsection (j), if appli-
cable, is kept at the State or local educational
agency office;

‘“42) a copy of the writlen training agreement
for each student participating in the program is
kept at the Stale or local educational agency of-
JSice; and

*"(3) the records required under paragraphs (1)
and (2) are kept for a period of 3 years and are
available for inspection or transcription to rep-
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resentatives of the Internal Revenue Service and

to representatives of the Department of Labor,

Wage and Hour Division.

“'(j) NONDUPLICATION.—The requirements of
this subsection are met if the program does not
establish, operate, maintain, or assist a training
program for any trade, skill, craft, or occupa-
tion for which there is an eristing apprentice-
ship or training program duly registered with
the United States Department of Labor, Bureau
of Apprenticeship Training, for the same or
similar trade, skill, craft or occupation, unless
such training program conforms with appren-
ticeship program standards published by the
Secretary of Labor and is registered with and
approved by the Bureau of Apprenticeship or a
State apprenticeship agency recognized by the
Bureau.

“(k) QUALIFIED USE OF CONTRIBUTIONS.—The
requirements of this subsection are met if the
program prohibits the use of contributions to the
organization administering the program for em-
ployment training exrpenses or compensation of
student participants.”

Subpart B—Youth Skills Training and
Education Partnerships

SEC. 2113. SHORT TITLE.

This subpart may be cited as the ‘''Youth
Skills Training and Education Partnerships
Act.”

SEC. 2114. TAX EXEMPTION FOR CONTRIBUTIONS
TO YOUTH SKILLS TRAINING AND
EDUCATION PARTNERSHIPS.

(a) IN GENERAL—Subsection (c) of section 501
(relating to exemption from tax on corporations,
certain trusts, etc.) is amended by adding at the
end thereof the following new paragraph:

“'(26) Any organization if—

"'(A) organized and operated solely for pur-
poses of administering a program which gquali-
fies as a youth skills lraining and education
program under subtitle B of title lI of the Wag-
ner-Peyser Act,

“(B) controlled by a board of directors con-
sisting of—

‘(i) representatives of employers contributing
to such program;

“'(ii) for each employer representative, ! rep-
resentative of such employer’s nonmanagerial,
nonsupervisory employees, to be selected by the
authorized bargaining representative of such
employees (if any);

‘‘(iii) representatives of schools and higher
education institutions participating in the pro-
gram,; and

““fiv) representatives of State or local govern-
ments, and

‘“(C) such organization does not pay for, and
prohibits the use of any contributions for em-
ployment training erpenses or compensation for
any student participating in such program.

The representatives described in clauses (i) and

(ii) of subparagraph (B) shall not constitute

more than 50 percent of the members of the

board of directors.""

(b) EFFECTIVE DATE.—The amendments made
by this section shall apply to taxable years be-
ginning after the date of the enactment of this
Act.

SEC. 2115. AUGMENTED DEDUCTION FOR YOUTH
SKILLS TRAINING AND EDUCATION
CONTRIBUTIONS BY BUSINESSES.

{a) IN GENERAL.—Section I70 (relating to
charitable, ete., contributions and gifts) is
amended by redesignating subsection (m) as sub-
section (n) and by inserting after subsection (1)
the following new subsection:

*“(m) TREATMENT OF YOUTH SKILLS TRAINING
AND EDUCATION CONTRIBUTIONS.—

‘1) IN GENERAL.—For purposes of this sec-
tion, in the case of an eligible business, 150 per-
cent of any amount paid in cash to a youth
skills training and education parinership shall
be treated as a charitable contribution.
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*(2) DEFINITIONS.—

''(A) YOUTH SKILLS TRAINING AND EDUCATION
PARTNERSHIP.—The term 'youth skills training
and education partnership' means an organiza-
tion described in section 501(c)(26).

"(B) ELIGIBLE BUSINESS.—The term ‘eligible
business’ means any corporation or pariner-
ship.”

(b) EFFECTIVE DATE.—The amendments made
by subsection (a) shall apply to tazable years
beginning after the date of the enactment of this
Act.

Subpart C—Study
SEC. 2116. JOINT LABOR DEPARTMENT AND
TREASURY DEPARTMENT STUDY.

Within 3 years of the date of the enactment of
this Act, the Secretary of Labor, the Secretary
of Education and the Secretary of the Treasury,
or their delegates, shall jointly study the effects
of the amendments made by this part and shall
report the results of such study and any rec-
ommendations for further legislative action to
improve such effects to the Commitiee on Labor
and Human Resources and the Committee on Fi-
nance of the Senate and the Committee on Edu-
cation and Labor and the Committee on Ways
and Means of the House of Representatives.

PART III—OTHER EDUCATION
INCENTIVES
SEC. 2121. CREDIT FOR INTEREST ON EDUCATION
LOANS.

(a) IN GENERAL—Subpart A of part IV of sub-
chapter A of chapter 1 (relating to nonrefund-
able personal credits) is amended by inserting
after section 22 the following new section:

“SEC. 23. INTEREST ON EDUCATION LOANS.

“(a) ALLOWANCE OF CREDIT.—In the case of
an individual, there shall be allowed as a credit
against the tar imposed by this chapter for the
tarable year an amount egual to 15 percent of
the interest paid by the tarpayer during the tar-
able year on any qualified education loan.

“(b) Maximum CREDIT—The credit allowed
by subsection (a) for the tarable year shall not
exceed $300.

“(c) LIMITATION ON TAXPAYERS ELIGIBLE FOR
CREDIT.—No credit shall be allowed by this sec-
tion to an individual for the taxable year if a
deduction under section 151 with respect to such
individual is allowed to another tarpayer for
the taxable year beginning in the calendar year
in which such individual's tarable year begins.

*“(d) LIMIT ON PERIOD CREDIT ALLOWED.—

‘'(1) TAXPAYER AND TAXPAYER'S SPOUSE.—Ez-
cept as provided in paragraph (2), a credit shall
be allowed under this section only with respect
to interest paid on any qualified education loan
which is allocable to the first 48 months during
which interest accrued on such loan, For pur-
poses of this paragraph, any loan and all
;’efinancmgs of such loan shall be treated as 1
oan.

“(2) DEPENDENT.—If the qualified education
loan was used to pay education expenses of an
individual other than the tarpayer or the tax-
payer's spouse, a credit shall be allowed under
this section for any tarable year with respect to
sucie loan only if—

‘(A) a deduction under section 151 with re-
spect to such individual is allowed to the taz-
payer for such tarable year, and

“(B) such individual is at least a half-time
student with respect to such taxable year.

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

‘(1) QUALIFIED EDUCATION LOAN.—The term
‘qualified education loan' means any indebted-
ness incurred to pay qualified higher education
exrpenses—

“'(A) which are incurred on behalf of the taz-
payer, the tarpayer's sp ., or a di dent of
the tarpayer,

"“(B) which are paid or incurred within a rea-
sonable period of time before or after the indebt-
edness is incurred, and
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“(C) which are attributable to education fur-
nished during a period during which the recipi-
ent was at least a half-time student.

Such term includes indebtedness used to refi-
nance indebtedness which qualifies as a quali-
fied education loan. The term ‘qualified edu-
cation loan' shall not include any indebledness
owed to a person who is related (within the
meaning of section 267(b) or 707(b)(1)) to the
tarpayer.

“(2) QUALIFIED HIGHER [EDUCATION EX-
PENSES—The term ‘qualified higher education
exrpenses’ means the cost of attendance (as de-
Jined in section 472 of the Higher Education Act
of 1965, 10 U.S.C. 108711, as in effect on the day
before the date of the enactment of this Act) of
the tarpayer, the tarpayer's spouse, or a de-
pendent of the tarpayer at an eligible edu-
cational institution. For purposes of the preced-
ing sentence, the term ‘eligible educational insti-
tution' has the same meaning given such term
by section 135(c)(3), except that such term shall
also include an institution conducting an in-
ternship or residency program leading to a de-
gree or certificate awarded by an institution of
higher education, a hospital, or a health care
facility which offers postgraduate training.

‘'(3) HALF-TIME STUDENT.—The term ‘half-
time student' means any individual who would
be a student as defined in section 151(c)(4) if
‘half-time' were substituted for ‘full-time' each
place it appears in such section.

‘'(4) DEPENDENT.—The term ‘dependent’ has
the meaning given such term by section 152.

“(f) SPECIAL RULES.—

(1) DENIAL OF DOUBLE BENEFIT—No credit
shall be allowed under this section for any
amount for which a deduction is allowable
under any other provision of this chapter.

‘*(2) SELF-RELIANCE LOANS.—For purposes. of
the credit allowed under this section and the de-
duction allowed under section 162(h)(2)(E), in-
terest paid on a self-reliance loan (as defined in
section 452(b)(2) of the Higher Education Act)
shall be treated as paid in the tarable year be-
ginning in the calendar year following the cal-
endar year in which such interest was paid.

“'(3) MARITAL STATUS.—Marital status shall be
determined in accordance with section 7703."

(b) OPTIONAL DEDUCTION FOR INTEREST ON
EDUCATION LOANS.—Paragraph (2) of section
163(h) (defining personal interest) is amended by
striking “‘and’’ at the end of subparagraph (D),
by redesignating subparagraph (E) as subpara-
graph (F), and by inserting after subparagraph
(D) the following new subparagraph:

‘“(E) any interest paid on a gqualified edu-
cation loan (as defined in section 23(e)) during
the period described in section 23(d), unless a
credit or deduction is taken with respect to such
interest under any other provisions of this chap-
ter, and"’.

(c) CLERICAL AMENDMENT.—The table of sec-
tions for such subpart A is amended by inserting
after the item relating to section 22 the following
new item:

“Sec. 23. Interest on education loans.”

(d) EFFECTIVE DATE.—The amendments made
by this section shall apply to qualified edu-
cation loans (as defined in section 23(e) of the
Internal Revenue Code of 1986) the first pay-
ment on which is due in tarable years beginning
after December 31, 1991.

SEC. 2122, INCOME EXCLUSION FOR EDUCATION
BONDS EXPANDED.

(@) I[DENTIFYING INFORMATION REQUIRED,—
Section 135(b)(2) is amended to read as follows:

“(2) IDENTIFYING INFORMATION REQUIRED
WITH RESPECT TO INDIVIDUAL FOR WHOM EX-
PENSES PAID.—No amount shall be allowed as an
exclusion under subsection (a) unless the taz-
payer includes the name, address, and taxrpayer
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identification number of the person for whom
qualified higher education erpenses were paid
on the return on which the exclusion is
claimed.”

(b) ELIMINATION OF AGE RESTRICTION.—Sec-
tion 135(c)(1) (defining qualified United States
savings bonds) is amended—

(1) by striking subparagraph (B),

(2) by inserting “‘and’ at the end of subpara-
graph (A), and

(3) by redesignating subparagraph (C) as sub-
paragraph (B).

(c) EXCLUSION EXPANDED TO ALL INDIVID-
UALS.—Subparagraph (A) of section 135(c)(2)
(defining qualified higher education expenses) is
amended to read as follows:

“'(A) IN GENERAL.—The term ‘qualified higher
education expenses’ means tuition and fees re-
quired for enrollment or attendance of any indi-
vidual at an eligible educational institution.”

(d) EFFECTIVE DATE.—The amendments made
by this section shall apply to bonds redeemed
after December 31, 1991.

SEC. 2123. EMPLOYER-PROVIDED EDUCATIONAL
ASSISTANCE.

(a) IN GENERAL.—Subsection (d) of section 127
(relating to educational assistance programs) is
amended by striking ““June 30, 1992"" and insert-
ing “*December 31, 1993".

(b) CONFORMING AMENDMENT.—Paragraph (2)
of section 103 of the Tar Extension Act of 1991
is hereby repealed.

(c) EPFECTIVE DATE—The amendment made
by subsection (a) shall apply to tazable years
ending after June 30, 1992.

SEC. 2124. DISCLOSURES OF INFORMATION FOR
VETERANS BENEFITS.

(a) IN GENERAL.—Section 6103(1)(7T)(D) (relat-
ing to program to which rule applies) is amend-
ed by striking ‘‘September 30, 1992" in the last
sentence and inserting *'September 30, 1998"".

(b) CONFORMING AMENDMENT.—Section 5317(g)
of title 38, United States Code, is amended by
striking “September 30, 1992"' and inserling
“September 30, 1998"".

(c) ErFeCTIVE DATE.—The amendments made
by this section shall take effect on September 30,
1992.

Subtitle C—Better Access fo Affordable Health
Care
PART I—-IMPROVEMENTS IN HEALTH IN-

SURANCE AFFORDABILITY FOR SMALL

EMPLOYERS
SEC. 2201. INCREASE IN DEDUCTIBLE HEALTH IN-

SURANCE COSTS FOR SELF-EM-
PLOYED INDIVIDUALS.

(a) IN GENERAL.—Paragraph (1) of section
162(1) (relating to special rules for health insur-
ance costs of self-employed individuals) is
amended by striking *‘25 percent’ and inserting
100 percent (25 percent for tazable years begin-
ning during 1992)"".

(b) EXTENSION.—Paragraph (6) of section
162(1) (relating to termination) is amended by
striking “June 30, 1992"' and inserting '‘Decem-
ber 31, 1994"".

(c) CONFORMING AMENDMENT.—Section 110(a)
of the Tax Extension Act of 1991 is amended by
striking paragraph (2).

(d) EFFECTIVE DATE.—The amendments made
by this section shall apply to tazable years be-
ginning after December 31, 1991.

SEC. 2202, GRANTS TO STATES FOR SMALL EM-
PLOYER HEALTH INSURANCE PUR-
CHASING PROGRAMS.

(@) IN GENERAL—The Secretary of Health and
Human Services (hereafter in this section re-
ferred to as the “*Secretary’’) shall make grants
to States that submit applications meeting the
requirements of this section for the establish-
ment and operation of small employer health in-
surance purchasing programs.

(b) Use or Funps—Grant funds awarded
under this section to a State may be used to fi-
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nance administrative costs associated with de-
veloping and operating a group purchasing pro-
gram for small employers, such as the costs asso-
ciated with—

(1) engaging in marketing and outreach ef-
Jorts to inform small employers about the group
purchasing program, which may include the
payment of sales commissions;

(2) negotiating with insurers to provide health
insurance through the group purchasing pro-
gram; or

(3) providing administrative functions, such
as eligibility screening, claims adminisiration,
and customer service.

{c) APPLICATION REQUIREMENTS.—An applica-
tion submitted by a State to the Secretary must
describe—

(1) whether the program will be operated di-
rectly by the State or through one or more State-
sponsored private organizations and the details
of such operation;

(2) any participation requirements for small
emplaoyers;

(3) the extent of insurance coverage among
the eligible population, profections for change in
the extent of such coverage, and the price of in-
surance currently available to these small em-
ployers;

(4) program goals for reducing the price of
health insurance for small employers and in-
creasing insurance coverage among employees of
small employers and their dependents;

(5) the approaches proposed for enlisting par-
ticipation by insurers and small employers, in-
cluding any plans to use State funds to sub-
sidize the cost of insurance for participaling em-
ployers; and

(6) the methods proposed for evaluating the
effectiveness of the program in reducing the
number of uninsured in the State and on lower-
ing the price of health insurance to small em-
ployers in the State.

(d) GRANT CRITERIA.—In awarding grants, the
Secretary shall consider the potential impact of
the State's proposal on the cost of health insur-
ance for small employers and on the number of
uninsured, and the need for regional variation
in the awarding of grants. To the ertent the
Secretary deems appropriate, grants shail be
awarded to fund programs employing a variety
of approaches for establishing small employer
health insurance group purchasing programs.

(2) PROMIBITION ON GRANTS.—No grant funds
shall be paid to States that do not meet the re-
gquirements of title XXI of the Social Security
Act with respect to small employer health insur-
ance plans, or to States with group purchasing
programs involving small employer health insur-
ance plans that do not meet the requirements of
such title.

(f) ANNUAL REPORT BY STATES.—States receiv-
ing grants under this section must report to the
Secretary annually on the numbers and rates of
participation by eligible insurers and small em-
ployers, on the estimated impact of the program
on reducing the number of uninsured, and on
the price of insurance available to small employ-
ers in the State.

(g) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated for
each of fiscal years 1993, 1994, and 1995, such
sums as may be necessary for the purposes of
awarding grants under this section.

(k) SECRETARIAL REPORT.—The Secretary
shall report to Congress by no later than Janu-
ary 1, 1995, on the number and amount of grants
awarded under this section, and include with
such report an evaluation of the impact of the
grant program on the number of uninsured and
price of health insurance to small employers in
participating States.

SEC. 2203. STUDY OF USE OF MEDICARE RATES BY
PRIVATE HEALTH INSURANCE
PLANS.

(a) IN GENERAL—Not later than January I,

1993, the Secretary of Health and Human Serv-
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ices (hereafter in this section referred to as the

“Secretary'’) shall study and report to the Con-

gress on the feasibility and desirability of the

Secretary establishing payment rates, based

upon medicare payment rules, for optional use

by private health insurers. In developing the
study, the Secretary shall take into account the
findings and views of the Prospective Payment

Assessment Commission and the Physician Pay-

ment Review Commission.

(b) PROVISIONS OF STUDY AND REPORT.—The
study and report shall evaluate—

(1) the appropriateness of using medicare pay-
ment rules to determine payments for services
furnished to non-medicare populations (with
particular emphasis on services furnished lo
children);

(2) the potential impact on private health in-
surance premiums, national health spending,
and access to health care services (by medicare
beneficiaries and others) of requiring health
care providers and practitioners to accept such
payment rates as payment in full if the optional
use of such rates is available—

(A) to all private health insurance and em-
ployer health benefit plans, or

(B) only to private health insurance sold to
small employers or small employer health benefit
plans; and

(3) the advantages and disadvantages of alter-
native mechanisms for enforcing such rates
when private insurers opt to use them.

PART II-IMPROVEMENTS IN HEALTH
INSURANCE FOR SMALL EMPLOYERS
Subpart A—Standards and Requirements of
Small Employer Health Insurance Reform
SEC. 2211. STANDARDS AND REQUIREMENTS OF
SMALL EMPLOYER HEALTH INSUR-

ANCE.

The Social Security Act is amended by adding
at the end the following new title:

“TITLE XXI—STANDARDS FOR SMALL EM-
PLOYER HEALTH INSURANCE AND CER-
TIFICATION OF MANAGED CARE PLANS
““PART A—GENERAL STANDARDS; DEFINITIONS

“"APPLICATION OF REQUIREMENTS TO SMALL
EMPLOYER HEALTH INSURANCE PLANS

“SEc. 2101. (a) PLAN UNDER STATE REGU-
LATORY PROGRAM OR CERTIFIED BY THE SEC-
RETARY.—An insurer offering a health insur-
ance plan to a small employer in a State on or
after the effective date applicable to the State
under subsection (b) shall be treated as meeting
the requirements of this title if—

‘(1) the Secretary determines that the State
has established a regulatory program that pro-
vides for the application and enforcement of
standards meeting the requirements under sec-
tion 2102 to meet the requirements of part B of
this title; and

“(2) if the State has not established such a
program or if the program has been decertified
by the Secretary under section 2102(b), the
health insurance plan has been certified by the
Secretary (in accordance with such procedures
as the Secretary establishes) as meeting the re-
gquirements of part B of this title.

“(b) EFFECTIVE DATES.—

““(1) IN GENERAL.—Ezcept as specified in para-
graph (2) and provided in paragraph (3), the
standards established under section 2102 to meet
the requirements of part B of this title shall
apply to health insurance plans offered, issued,
or renewed to a small employer in a State on or
after January 1, 1994.

*'(2) EXCEPTION FOR LEGISLATION.—In the case
of a State which the Secretary identifies, in con-
sultation with the NAIC, as—

“(A) requiring State legislation (other than
legislation appropriating funds) in order for in-
surers and health insurance plans offered to
small employers to meet the standards under the
program established under subsection (a), or
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“{B) having a legislature which does not meet
in 1993 in a legislative session in which such leg-
islation may be considered,
the date specified in this paragraph is the first
day of the first calendar quarter beginning after
the close of the first regular legislative session of
the State legislature that begins on or after Jan-
uary !, 1994. For purposes of the previous sen-
tence, in the case of a State that has a 2-year
legislative session, each year of such session
shall be deemed to be a separate regular legisia-
tive session of the State legislature.

*(3) REQUIREMENTS APPLIED TQ EXISTING
POLICIES.—In the case of a health insurance
plan in effect before the applicable effective date
specified in paragraph (I) or (2), the require-
ments referred to in subsections (a) and (b) of
section 2112 shall not apply to any such plan, or
any renewal of such plan, before the date which
is 2 years after such effective date.

*'(¢) REPORTING REQUIREMENTS OF STATES.—
Each State shall submit to the Secretary, at in-
tervals established by the Secretary, a report on
the implementation and enforcement of the
standards under the program established under
subsection (a)(1) with respect to health insur-
ance plans offered to small employers.

“(d) MORE STRINGENT STATE STANDARDS PER-
MITTED.—Ezcept as provided in subsections
(b)(8) and (c)(4) of section 2113, a State may im-
plement standards that are more stringent than
the standards established to meet the require-
ments of part B of this title.

‘“fe) LiMITED WAIVER OF RATING REQUIRE-
MENTS.—The Secretary may waive requirements
with respect to subsections (b) and (e) of section
2112 in the case of a State with equally stringent
but not identical standards in effect prior to
January 1, 1992,

“ESTABLISHMENT OF STANDARDS

“Sec. 2102. (a) ESTABLISHMENT OF STAND-
ARDS.—

(1) ROLE OF THE NAIC.—The Secretary shall
request that the NAIC—

““(A) develop specific standards, in the form of
a model Act and model regulations, to implement
the requirements of part B of this title; and

‘(B) report to the Secretary on such stand-
ards,
by not later than September 30, 1992. If the
NAIC develops such standards within such pe-
riod and the Secretary finds that such stand-
ards implement the requirements of part B of
this title, such standards shall be the standards
applied under section 2101.

““(2) ROLE OF THE SECRETARY.—If the NAIC
fails to develop and report on the standards de-
scribed in paragraph (1) by the date specified in
such paragraph or the Secretary finds that such
standards do not implement the requirements
under part B of this title, the Secretary shall de-
velop and publish such standards, by not later
than December 31, 1992. Such standards shall
then be the standards applied under section
2101.

“(3) STANDARDS ON GUARANTEED AVAILABIL-
ITY.—The standards developed under para-
graphs (1) and (2) shall provide allernative
standards for guaranteeing availability of
health insurance plans for all small employers
in a Stale as provided in section 2111(c).

“(4) GUIDELINES FOR DEMOGRAPHIC RATING
FACTORS —The standards developed under para-
graphs (I} and (2) shall include guidelines with
respect to rating factors used by insurers to ad-
just premiums to reflect demographic character-
istics of a small employer group.

*“(b) PERIODIC SECRETARIAL REVIEW OF STATE
REGULATORY PROGRAM.—The Secretary periodi-
cally shall review State regulatory programs to
determine if they continue to meet and enforce
the standards referred to in subsection (a). If
the Secretary initially determines that a State
regulatory program no longer meets and en-
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forces such standards, the Secretary shall pro-
vide the State an opportunity to adopt a plan of
correction that would bring such program into
compliance with such standards. If the Sec-
retary makes a final determination that the
State regulatory program fails to meet and en-
force such standards and requirements after
such an opportunity, the Secretary shall decer-
tify such program and assume responsibilily
under section 2101(a)(2) with respect to plans in
the State.

“fc) GAO AuUDITS.—The Comptroller General
of the United States shall conduct periodic re-
views on a sample of State regulatory programs
to determine their compliance with the stand-
ards and requirements of this title. The Comp-
troller General of the United States shall report
to the Secretary and Congress on the findings of
such reviews.

“DEFINITIONS

“SEC. 2103. (a) HEALTH INSURANCE PLAN.—As
used in this title, the term ‘health insurance
plan" means any hospital or medical service pol-
icy or certificate, hospital or medical service
plan contract, health maintenance organization
group contract, or a multiple employer welfare
arrangement, but does not include—

(1) a self-insured group health plan;

“(2) a self-insured multiemployer group health
plan; or

“(3) any of the following offered by an in-
surer—

“(A) accident only, dental only, vision only,
disability only insurance, or long-term care only
insurance,

“(B) coverage issued as a supplement lo liabil-
ily insurance,

“(C) medicare supplemental insurance as de-
fined in section 1882(g)(1),

‘(D) worlkmen's compensation or similar in-
surance, or

“(E) automaobile medical-payment insurance.
In the case of a multiple employer welfare ar-
rangement that is fully insured, the require-
ments of this Act shall only apply to the insurer
of the arrangement.

“(b) INSURER.—As used in this title the term
‘insurer’ means any person that offers a health
insurance plan to a small employer.

‘(c) GENERAL DEFINITIONS.—As used in this
title:

‘(1) APPLICABLE REGULATORY AUTHORITY —
The term ‘applicable regulatory authority’
means—

“(A) in the case of a health insurance plan of-
fered in a State with a program meeting the re-
quirements of part B of this title, the State com-
missioner or superintendent of insurance or
other State authority responsible for regulation
of health insurance; or

“(B) in the case of a health insurance plan
certified by the Secretary wunder section
2101(a)(2), the Secretary.

“(2) SMALL EMPLOYER.—The term 'smail em-
ployer” means, with respect to a calendar year,
an employer that normally employs more than 1
but less than 51 eligible employees on a typical
business day. For the purposes of this para-
graph, the term ‘employee’ includes a self-em-
ployed individual.

“(3) ELIGIBLE EMPLOYEE.—The term ‘eligible
employee’ means, with respect to an employer,
an employee who normally performs on a
monthly basis at least 30 hours of service per
week for that employer.

"'(4d) NAIC.—The term '‘NAIC" means the Na-
tional Association of Insurance Commissioners.

‘(5) STATE.—The term ‘State’ means each of
the several States, the District of Columbia, and
the Commonwealth of Puerto Rico.

“PART B—SMALL EMPLOYER HEALTH INSURANCE
REFORM
““GENERAL REQUIREMENTS FOR HEALTH
INSURANCE PLANS ISSUED TO SMALL EMPLOYERS

“SEC. 2111, (a) REGISTRATION WITH APPLICA-

RLE REGULATORY AUTHORITY.—Each insurer
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shall register with the applicable regulatory au-
thority for each State in which it issues or offers
a health insurance plan to small employers.

"(b) GUARANTEED ELIGIBILITY.—

‘(1) IN GENERAL—No insurer may exrclude
Jrom coverage any eligible employee, or the
spouse or any dependent child of the eligible em-
ployee, to whom coverage is made available by
a small employer.

“(2) WAITING PERIODS.—Paragraph (1) shall
not apply to any period an eligible employee is
excluded from coverage under the health insur-
ance plan solely by reason of a requirement im-
posed by an employer applicable to all employ-
ees that a minimum period of service with the
small employer is required before the employee is
eligible for such coverage.

“(c) GUARANTEED AVAILABILITY.—

(1) IN GENERAL.—Subject to the succeeding
provisions of this subsection, an insurer that of-
fers a health insurance plan to small employers
located in a State must meet the standards
adopted by the Stale described in paragraph (2).

‘(2) STANDARDS ON GUARANTEED AVAILABIL-
ITY. —

“{A) IN GENERAL—In order to implement the
requirements of this title, the standards devel-
oped under paragraphs (1) and (2) of section
2102(a) shall—

‘(i) require that a State adopt a mechanism
Jor guaranteeing the availability of health in-
surance plans for all small employers in the
State,

“(ii) specify alternative meckanisms, includ-
ing at least the alternative mechanisms de-
scribed in subparagraph (B), that a State may
adopt, and

“‘(iit) prohibit marketing or other practices by
an insurer intended to discourage or limit the is-
suance of a health insurance plan to a small
employer on the basis of size, industry, geo-
graphic area, erpected need for health services,
or other risk factors.

**(B) ALTERNATIVE MECHANISMS.—The alter-
native mechanisms described in this subpara-
graph are:

(i) A mechanism under which the State—

“(I) requires that any insurer offering a
health insurance plan to a small employer in the
State shall offer the same plan to all other small
employers in the State or in the portion of the
State established as the insurer's geographic
service areq (as approved by the State), and

‘(1) requires the participation of all such in-
surers in a small employer reinsurance program
established by the State.

“'(ii) A mechanism under which the State—

‘(1) requires that any insurer offering a
health insurance plan to a small employer in the
State shall offer the same plan to all other small
employers in the State or in the portion of the
State established as the insurer's geographic
service area (as approved by the State), and

‘“(1I) permits any such insurer to participate
in a small employer reinsurance program estab-
lished by the State.

“*(iii) A mechanism under which the State re-
quires that any insurer offering a health insur-
ance plan to a small employer in the State shall
participate in a program for assigning high-risk
groups among all such insurers.

‘"fiv) A mechanism under which the Stale re-
quires that any insurer that—

“(I) offers a health insurance plan to a small
employer in the State, and

(11} does not agree to offer the same plan to
all other small employers in the State or in the
portion of the State established as the insurer's
geographic service area (as approved by the
State),
shall participate in a program for assigning
high-risk groups among all such insurers.

“(C) STATE ADOPTION OF CERTAIN STAND-
ARDS.—A regulatory program adopted by the
State under section 2101 must provide—
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‘(i) for the adoption of one of the mechanisms
described in clauses (i) through (iv) of subpara-
graph (B), or

*(ii) for such other program that guarantees
availability of health insurance to all small em-
ployers in the State and is approved by the Sec-
retary.

‘(D) STANDARDS  FOR NONCOMPLYING
STATES.—The Secretary, in consultation with
the Secretary of the Treasury, shall develop re-
quirements with respect to guaranteed availabil-
ity to apply with respect to insurers located in
a State that has not adopted the standards
under section 2102 and who wish to apply for
certification under section 2101(a)(2).

“*(3) GROUNDS FOR REFUSAL TO RENEW.—

‘"(A) IN GENERAL.—AN insurer may refuse to
renew, or (exrcept with respect to clause (iii))
may terminate, a health insurance plan under
this part only for—

(i) nonpayment of premiums,

‘(i) fraud or misrepresentation,

*(iii) failure to maintain minimum participa-
tion rates (consistent with subparagraph (B)),
or

*(iv) repeated misuse of a provider network
provision.

‘‘(B) MINIMUM PARTICIPATION RATES.—An in-
surer may require, with respect to a health in-
surance plan issued to a small employer, that a
minimum percentage of eligible employees who
do not otherwise have health insurance are en-
rolled in such plan if such percentage is applied
uniformly to all plans offered to employers of
comparable size.

*(d) GUARANTEED RENEWABILITY.—

‘(1) IN GENERAL—An insurer shall ensure
that a health insurance plan issued to a small
employer be renewed, at the option of the small
employer, unless the plan is terminated for a
reason specified in paragraph (2) or in sub-
section (c)(3NA).

*(2) TERMINATION OF SMALL EMPLOYER BUSI-
NESS.—An insurer is not rvegquired to renew a
health insurance plan with respect to a small
employer if the insurer—

**(A) elects not to renew all of its health insur-
ance plans issued to small employers in a State;
and

“‘(B) provides notice to the applicable regu-
latory authority in the State and to each small
employer covered under a plan of such termi-
nation at least 180 days before the date of expi-
ration of the plan.

In the case of such a termination, the insurer
may not provide for issuance of any health in-
surance plan to a small employer in the State
during the 5-year period beginning on the date
of termination of the last plan not so renewed.

‘“(e) NO DISCRIMINATION BASED ON HEALTH
STATUS FOR CERTAIN SERVICES.—

(1) IN GENERAL.—Ezxcept as provided under
paragraph (2), a health insurance plan offered
te a small employer by an insurer may not deny,
limit, or condition the coverage under (or bene-
fits of) the plan based on the health status,
claims experience, receipt of health care, medi-
cal history, or lack of evidence of insurabilily,
of an individual.

“(2) TREATMENT OF PREEXISTING CONDITION
EXCLUSIONS FOR ALL SERVICES.—

‘(A) IN GENERAL.—Subject to the succeeding
provisions of this paragraph, a health insurance
plan offered to a small employer by an insurer
may exclude coverage with respect to services re-
lated to treatment of a preexisting condition, but
the period of such exclusion may not erceed 6
months. The exclusion of coverage shall not
apply to services furnished to newborns.

'*(B) CREDITING OF PREVIOUS COVERAGE.—

(i) IN GENERAL.—A health insurance plan is-
sued to a small employer by an insurer shall
provide that if an individual under such plan is
in a period of continuous coverage (as defined
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in clause (ii)(1)) with respect to particular serv-
ices as of the date of initial coverage under such
plan, any period of erclusion of coverage with
respect to a preezisting condition for such serv-
ices or type of services shall be reduced by 1
month for each month in the period of continu-
ous coverage.

**(ii)) DEFINITIONS.—As used in this subpara-
graph:

“(1) PERIOD OF CONTINUOUS COVERAGE.—The
term ‘period of continuous coverage' means,
with respect to particular services, the period
beginning on the date an individual is enrolled
under a health insurance plan, title X VIII, title
XI1X, or other health benefit arrangement in-
cluding a self-insured plan which provides bene-
fils with respect to such services and ends on
the date the individual is not so enrolled for a
continuous period of more than 3 months.

"“(Il) PREEXISTING CONDITION.—The term 'pre-
existing condition’ means, with respect to cov-
erage under a health insurance plan issued to a
small employer by an insurer, a condition which
has been diagnosed or treated during the 3-
month period ending on the day before the first
date of such coverage (without regard to any
waiting period).

“REQUIREMENTS RELATED TO RESTRICTIONS ON

RATING PRACTICES

“Sec. 2112. (@) LiMIT ON VARIATION OF PRE-
MIUMS BETWEEN BLOCKS OF BUSINESS.—

‘(1) IN GENERAL.—The base premium rate for
any block of business of an insurer (as defined
in section 2103(h)(1)) may not exceed the base
premiwm rate for any other block of business by
more than 20 percent.

'“(2) EXCEPTIONS.—Paragraph (1) shall not
apply to a block of business if the applicable
regulatory authority determines that—

*(A) the block is one for which the insurer
does not reject, and never has refected, small
employers included within the definition of em-
ployers eligible for the block of business or oth-
erwise eligible employees and dependents who
enroll on a timely basis, based upon their claims
experience, health status, indusiry, or occupa-
tion,

“{B) the insurer does not transfer, and never
has transferred, a health insurance plan invol-
untarily into or out of the block of business, and

“(C) health insurance plans offered under the
block of business are currently available for
purchase by small employers at the time an ex-
ception to paragraph (1) is sought by the in-

rer.

“(b) LIMIT ON VARIATION IN PREMIUM RATES
WITHIN A BLOCK OF BUSINESS—For a block of
business of an insurer, the highest premium
rates charged during a rating period to small
employers with similar demographic characteris-
tics (limited to age, sex, family size, and geog-
raphy and not relating to claims experience,
health status, industry, occupation, or duration
of coverage since issue) for the same or similar
coverage, or the highest rates which could be
charged to such employers under the rating sys-
tem for that block of business, shall not erceed
an amount that is 1.5 times the base premium
rate for the block of business for a rating period
(or portion thereof) that occurs in the first 3
years in which this section is in effect, and 1.35
times the base premium rate thereafter.

“c) CONSISTENT APPLICATION OF RATING FacC-
TORS.—In establishing premium rates for health
insurance plans offered to smaill employers—

“(1) an insurer making adjustments with re-
spect to age, sex, family size, or geography must
apply such adjustments consistently across
small employers (as provided in guidelines devel-
oped under section 2102(a)(4)), and

“(2) no insurer may use a geographic area
that is smaller than a county or smaller than an
area that includes all areas in which the first
three digits of the zip code are identical, which-
ever is smaller.
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*(d) LIMIT ON TRANSFER OF EMPLOYERS
AMONG BLOCKS OF BUSINESS.—

(1) IN GENERAL.—An insurer may not trans-
fer a small employer from one block of business
to another without the consent of the employer.

'"(2) OFFERS TO TRANSFER.—Amn insurer may
not offer to transfer a small employer from one
block of business to another unless—

““(A) the offer is made without regard to age,
sexr, geography, claims experience, health status,
industry, occupation or the date on which the
policy was issued, and

“(B) the same offer is made to all other small
employers in the same block of business.

‘“fe) LIMITS ON VARIATION IN PREMIUM IN-
CREASES.—The percentage increase in the pre-
mium rate charged to a small employer for a
new rating period (determined on an annual
basis) may not exceed the sum of the percentage
change in the base premium rate plus 5 percent-
age points.

() DEFINITIONS.—In this section:

‘(1) BASE PREMIUM RATE.—The term ‘base
premium rate’ means, for each block of business
for each rating period, the lowest premium rate
which could have been charged under a rating
system for that block of business by the insurer
to small employers with similar demographic or
other relevant characteristics (limited to age,
sex, family size, and geography and not relating
to claims experience, health status, industry, oc-
cupation or duration of coverage since issue) for
health insurance plans with the same or similar
coverage.

*"(2) BLOCK OF BUSINESS.—

“'(A) IN GENERAL.—Ezcept as provided in sub-
paragraph (B), the term ‘block of business’
means, with respect to an insurer, all of the
small employers with a health insurance plan is-
sued by the insurer (as shown on the records of
the insurer).

“(B) DISTINCT GROUPS.—

‘(i) IN GENERAL.—Subject to clause (ii), a dis-
tinct group of small employers with health in-
surance plans issued by an insurer may be treat-
ed as a block of business by such insurer if all
of the plans in such group—

“(I) are marketed and sold through individ-
uals and organizations that do not participate
in the marketing or sale of other distinct groups
by the insurer, -

‘“tI1) have been acquired from another insurer
as a distinct group, or

“(I11) are provided through an association
with membership of not less than 25 small em-
ployers that has been formed for purposes other
than obtaining health insurance.

'(ii) LIMITATION.—An insurer may not estab-
lish more than six distinct groups of small em-
ployers.

“(f) FurL
TICES.—

“(1) IN GENERAL.—AL the time an insurer of-
fers a health insurance plan to a small em-
ployer, the insurer shall fully disclose to the em-
ployer all of the following:

*(A) Rating practices for small employer
health insurance plans, including rating prac-
tices for different populations and benefil de-
signs.

‘(B) The extent to which premium rates for
the small employer are established or adjusted
based upon the actual or expected variation in
claims costs or health condition of the employees
of such small employer and their dependents.

“(C) The provisions concerning the insurer’s
right to change premium rates, the ertent to
which premiums can be modified, and the fac-
tors whick affect changes in premiwm rates.

“(2) NOTICE ON EXPIRATION.—An insurer pro-
viding health insurance plans to small employ-
ers shall provide for notice, at least 60 days be-
Jore the date of expiration of the health insur-
ance plan, of the terms for renewal of the plan.
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Such notice shall include an explanation of the
extent to which any increase in premiums is due
to actual or expected claims experience of the
individuals covered under the small employer's
health insurance plan contract.

“(g) ACTUARIAL CERTIFICATION.—Each in-
surer shall file annually with the applicable reg-
ulatory authority a written statement by a mem-
ber of the American Academy of Acluaries (or
other individual acceptable to such authority)
certifying that, based upon an eramination by
the individual which includes a review of the
appropriate records and of the actuarial as-
sumptions of the insurer and methods used by
the insurer in establishing premium rates for
small employer health insurance plans—

(1) the insurer is in compliance with the ap-
plicable provisions of this section, and

*(2) the rating methods are actuarially sound.
Each insurer shall retain a copy of such state-
ment for examination at its principal place of
business.

“REQUIREMENTS FOR SMALL EMPLOYER HEALTH

INSURANCE BENEFIT PACKAGE OFFERINGS

“SEC, 2113. (a) BASIC AND STANDARD BENEFIT
PACKAGES.—

“(1) IN GENERAL.—If an insurer offers any
health insurance plan to small employers in a
State, the insurer shall also offer a health insur-
ance plan providing for the standard benefil
package defined in subsection (b) and a health
insurance plan providing for the basic benefit
package defined in subsection (c).

““(2) MANAGED CARE OPTION.—

‘“(A) IN GENERAL,—Ezcept as provided in sub-
paragraph (B), if an insurer offers any health
insurance plan to small employers in a State
and also offers a managed care plan in the State
or a geographic area within the State to employ-
ers that are not small employers, the insurer
must offer a similar managed care plan to small
employers in the State or geographic area.

‘““CB) SIZE LIMITS.—An insurer may cease en-
rolling new small employer groups in all or a
portion of the insurer's service area for a man-
aged care plan if it ceases to enroll any new em-
ployer groups within the service area or within
a portion of a service area of such plan.

*“(b) STANDARD BENEFIT PACKAGE.—

(1) IN GENERAL.—

“(A) PACKAGE DEFINED.—Except as otherwise
provided in this section, a health insurance plan
providing for a standard benefit package shall
be limited to payment for—

(i) inpatient and outpatient hospital care,
except that treatment for a mental disorder, as
defined in subparagraph (B)(i), is subject to the
special limitations described in clause (v)(I);

“(ii) inpatient and outpatient physician serv-
ices, as defined in subparagraph (B)(ii), except
that psychotherapy or counseling for a mental
disorder is subject to the special limitations de-
seribed in clause (v)(11);

“(iii) diagnostic tests;

“(iv) preventive services limited to—

“(1) prenatal care and well-baby care pro-
vided to children who are 1 year of age or
younger;

““(II) well-child care;

““(11I) Pap smears;

“(IV) mammograms; and

(V) coloreclal screening services; and

“Cuv)(I) inpatient hospital care for a mental
disorder for not less than 45 days per year, er-
cept that days of partial hospitalization or resi-
dential care may be substituted for days of inpa-
tient care; and

“(11) outpatient psychotherapy and counsel-
ing for a mental disorder for not less than 20
visits per year provided by a provider who is
acting within the scope of State law and who—

“(aa) is a physician; or

““fbb) is a duly licensed or certified clinical
psychologist or a duly licensed or certified clini-
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cal social worker, a duly licensed or certified
equivalent mental health professional, or a clin-
ic or center providing duly licensed or certified
mental health services.

“(B) DEFINITIONS.—For purposes of this para-
graph:

(i) MENTAL DISORDER.—The term ‘mental dis-
order' has the same meaning given such term in
the International Classification of Diseases, 9th
Revision, Clinical Modification.

““(ii) PHYSICIAN SERVICES.—The term ‘physi-
cian services' means professional medical sery-
ices lawfully provided by a physician under
State medical practice acts, and includes profes-
sional services provided by a dentist, licensed
advanced-practice nurse, physician assistant,
optometrist, podiatrist, or chiropractor acting
within the scope of their practices (as deter-
mined under State law) if such services would be
treated as physician services if furnished by a
physician.

‘'(2) AMOUNT, SCOPE, AND DURATION OF CER-
TAIN BENEFITS.—

‘“(A) IN GENERAL.—Ezcept as provided in sub-
paragraph (B) and in paragraph (3), a health
insurance plan providing for a standard benefit
package shall place no limits on the amount,
scope, or duration of benefits described in sub-
paragraphs (A) through (C) of paragraph (1).

*‘(B) PREVENTIVE SERVICES.—A health insur-
ance plan providing for a standard benefit
package may limil the amount, scope, and dura-
tion of preventive services described in subpara-
graph (D) of paragraph (1) provided that the
amount, scope, and duration of such services
are reasonably consistent with recommendations
and periodicity schedules developed by appro-
priate medical experts.

‘“(3) EXCEPTIONS.—Paragraph (1) shall not be
construed as requiring a plan to include pay-
ment for—

‘'(A) items and services that are not medically
necessary,

“(B) routine physical examinations or preven-
tive care (other than care and services described
in subparagraph (D) of paragraph (1)); or

“(C) experimental services and procedures.

*“(4) LIMITATION ON PREMIUMS.—

'“(A) IN GENERAL.—Except as provided in sub-
paragraph (B), an insurer issuing a health in-
surance plan providing for a standard benefit
package shall not require an employee to pay a
monthly premium which erceeds 20 percent of
the total monthly premium.

“(B) PART-TIME EMPLOYEE EXCEPTED.—In the
case of a part-time employee, an insurer issuing
a health insurance plan providing for a stand-
ard benefit package may require that such an
employee pay a monthly premium that does not
erceed 50 percent of the total monthly premium.

“(5) LIMITATION ON DEDUCTIBLES.—

*“(A) IN GENERAL.—Ezxcept as permitted under
subparagraph (B), a health insurance plan pro-
viding for a standard benefit package shall not
provide a deductible amount for benefits pro-
vided in any plan year that erceeds—

(i) with respect to benefits payable for items
and services furnished to any employee with no
SJamily member enrolled under the plan, for a
plan year beginning in—

“(I) a calendar year prior to 1993, 3400; or

“(11) for a subsequent calendar year, the limi-
tation specified in this clause for the previous
calendar year increased by the percentage in-
crease in the consumer price index for all urban
consumers (Uniled States city average, as pub-
lished by the Bureau of Labor Statistics) for the
12-month period ending on September 30 of the
preceding calendar year; and

“(ii) with respect to benefits payable for items
and services furnished to any employee with a
family member enrolled under the standard ben-
efit package plan, for a plan year beginning
in—
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(1) a calendar year prior to 1993, $400 per
family member and $700 per family; or

“(11) for a subsequent calendar year, the limi-
tation specified in this clause for the previous
calendar year increased by the percentage in-
crease in the consumer price index for all urban
consumers (United States city average, as pub-
lished by the Bureaw of Labor Statistics) for the
12-month period ending on September 30 of the
preceding calendar year.

If the limitation computed under clause (i)(1I) or
(ii)(11) is not a multiple of $10, it shall be round-
ed to the next highest multiple of 310,

‘(B) WAGE-RELATED DEDUCTIBLE—A health
insurance plan may provide for any other de-
ductible amount instead of the limitations
under—

“(i) subparagraph (A)(i), if such amount does
not exrceed (on an annualized basis) 1 percent of
the total wages paid to the employee in the plan
year; or

**fii) subparagraph (A)(ii), if such amount
does not exceed (on an annualized basis) 1 per-
cent per family member or 2 percent per family
of the total wages paid to the employee in the
plan year.

*(6) LIMITATION ON COPAYMENTS AND COIN-
SURANCE.—

‘“CA) IN GENERAL.—Subject to subparagraphs
(B) through (D), a health insurance plan pro-
viding for a standard health benefit package
may not require the payment of any copayment
or coinsurance for an item or service for which
coverage is required under this section—

“(1) in an amount that exceeds 20 percent of
the amount payable for the item or service
under the plan; or

“(ii) after an employee and family covered
under the plan have incurred out-of-pocket ex-
penses under the plan that are equal lo the out-
of-pocket limit (as defined in subparagraph
(E)(ii)) for a plan year.

“(B) EXCEPTION FOR MANAGED CARE PLANS.—
A health insurance plan thal is a managed care
plan may require payments in exrcess of the
amount pennitted under subparagraph (A) in
the case of items and services furnished by non-
participating providers.

‘“{C) EXCEPTION FOR IMPROPER UTILIZATION.—
A health insurance plan may provide for copay-
ment or coinsurance in excess of the amount
permitted under subparagraph (A) for any item
or service that an individual obtains without
complying with procedures established by a
managed care plan or under a wtilization pro-
gram to ensure the efficient and appropriate uti-
lization of covered services.

‘(D) EXCEPTIONS FOR MENTAL HEALTH CARE.—
In the case of care described in paragraph
(1)(E){ii), a health insurance plan shall not re-
quire payment of any copayment or coinsurance
Jor an item or service for which coverage is re-
quired by this part in an amount that exceeds 50
percent of the amount payable for the item or
service.

“(7) LIMIT ON QUT-OF-POCKET EXPENSES.—

‘‘(A) OUT-OF-POCKET EXPENSES DEFINED.—AS
used in this section, the term ‘out-of-pocket ex-
penses’ means, with respect to an employee in a
plan year, amounts payable under the plan as
deductibles and coinsurance with respect to
items and services provided under the plan and
furnished in the plan year on behalf of the em-
ployee and family covered under the plan,

‘“(B) OUT-OF-POCKET LIMIT DEFINED. —As used
in this section and except as provided in sub-
paragraph (C), the term ‘out-of-pocket limit’
means for a plan year beginning in—

(i) a calendar year priar to 1993, $3,000; or

(i) for a subsequent calendar year, the limit
specified in this subparagraph for the previous
calendar year increased by the percentage in-
crease in the consumer price index for all urban
consumers (United States cily average, as pub-
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lished by the Bureau of Labor Statistics) for the
12-month period ending on September 30 of the
preceding calendar year.

If the limit computed under clause (ii) is not a
multiple of $10, it shall be rounded to the nert
highest multiple of $10.

‘*(C) ALTERNATIVE OUT-OF-POCKET LIMIT.—A
health insurance plan may provide for an out-
of-pocket limit other than that defined in sub-
paragraph (B) if, for a plan year with respect to
an employee and the family of the employee, the
limit does not ezceed (on an annualized basis)
10 percent of the total wages paid to the em-
ployee in the plan year.

**(8) LIMITED PREEMPTION OF STATE MANDATED
BENEFITS.—No State law or regulation in effect
in a State that requires health insurance plans
offered to small employers in the State lo in-
clude specified items and services other than
those specified by this subsection shall apply
with respect to a health insurance plan provid-
ing for a standard benefit package offered by an
insurer lo a small employer. A State law or regu-
lation requiring the coverage of newborns,
adopted children or other specified categories of
dependents shall continue to apply.

*‘(c) BASIC BENEFITS PACKAGE.—

(1) IN GENERAL.—A health insurance plan
providing for a basic benefit package shall be
limited to payment for—

“(A) inpatient and oulpatient hospital care,
including emergency services;

“(B) inpatient and outpatient physicians’
services,

‘“Y(C) diagnostic tests;, and

‘(D) preventive services (which may include
one or mare of the following services)—

“(i) prenatal care and well-baby care provided
to children who are 1 year of age or younger;

(i) well-child care;

‘‘(iii) Pap smears;

“(iv) mammograms, and

“'(v) colorectal screening services.

Nothing in this paragraph shall prohibit a basic
health benefit package from including coverage
Sor treatment of a mental disorder.

*(2) COST-SHARING.—Each health insurance
plan providing for the basic benefit package is-
sued to a small employer by an insurer may im-
pose premiums, deductibles, copayments, or
other cost-sharing on enrollees of such plan.

''(3) OUT-OF-POCKET LIMIT.—FEach health in-
surance plan providing for a basic benefit pack-
age shall provide for a limit on out-of-pocket ex-
penses.

‘(1) LIMITED PREEMPTION OF STATE MANDATED
BENEFITS.—No State law or regulation in effect
in a State that requires health insurance plans
offered to small employers in the State to in-
clude specified items and services other than
those described in this subsection shall apply
with respect to a health insurance plan provid-
ing for a basic benefit package offered by an in-
surer to a small employer. A State law or regula-
tion requiring the coverage of newborns, adopt-
ed children or other specified categories of de-
pendents shall continue to apply.’'.

Subpart B—Tax Penalty on Noncomplying

Insurers
SEC. 2221. EXCISE TAX ON PREMIUMS RECEIVED
ON HEALTH INSURANCE POLICIES
gf:;w DO NOT MEET CERTAIN RE-

(a) IN GENERAL.—Chapter 47 (relating fo tazes
on group health plans) is amended by adding at
the end thereof the following new section.

“SEC. 5000A. FAILURE TO SATISFY CERTAIN
STANDARDS FOR HEALTH INSUR-
ANCE.

“{a) GENERAL RULE.—In the case of any per-
son issuing a health insurance plan to a small
employer, there is hereby imposed a tar on the
failure of such person to meet at any time dur-
ing any tarable year the applicable require-
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ments of title XXI of the Social Security Act.
The Secretary of Health and Human Services
shall determine whether any person meels the
requirements of such title.

"*(b) AMOUNT OF TAX.—

(1) IN GENERAL.—The amount of taxr imposed
by subsection (a) by reason of 1 or more failures
during a tarable year shall be equal to 25 per-
cent of the gross premiums received during such
tazable year with respect to all health insurance
plans issued to a small employer by the person
on whom such tax is imposed.

*(2) GROSS PREMIUMS.—For purposes of para-
graph (1), gross premiums shall include any con-
sideration received with respect to any accident
and health insurance contract.

*/(3) CONTROLLED GROUPS.—For purposes of
paragraph (1)—

“(A) CONTROLLED GROUP OF CORPORATIONS.—
All corporations which are members of the same
controlled group of corporations shall be treated
as I person. For purposes of the preceding sen-
tence, the term ‘controlled group of corpora-
tions' has the meaning given to such term by
section 1563(a), except that—

(i) ‘more than 50 percent’ shall be substituted
Jor ‘at least 80 percent’ each place it appears in
section 1563(a)(1), and

(i) the determination shall be made without
regard lo subsections (a)(4) and (e)(3)(C) of sec-
tion 1563.

“(B) PARTNERSHIPS, PROPRIETORSHIPS, ETC.,
WHICH ARE UNDER COMMON CONTROL.—Under
regulations prescribed by the Secretary, all
trades or business (whether or not incorporated)
which are under common control shall be treat-
ed as I person. The regulations prescribed under
this subparagraph shall be based on principles
similar to the principles which apply in the case
of subparagraph (A).

“(c) LIMITATION ON TAX.—

‘(1) TAX NOT TO APPLY WHERE FAILURE NOT
DISCOVERED  EXERCISING REASONABLE  DILI-
GENCE.—No tax shall be imposed by subsection
(a) with respect to any failure for which it is es-
tablished to the satisfaction of the Secretary
that the person on whom the tar is imposed did
not know, and erercising reasonable diligence
would not have known, that such failure ex-
isted.

(2) TAX NOT TO APPLY WHERE FAILURES COR-
RECTED WITHIN 30 DAYS.—No tax shall be im-
posed by subsection (a) with respect to any fail-
ure if—

“(A) such failure was due to reasonable cause
and not to willful neglect, and

“(B) such failure is corrected during the 30-
day period beginning on the Ist date any of the
persons on whom the tar is imposed knew, or ex-
ercising reasonable diligence would have
knoun, that such failure existed.

*(3) WAIVER BY SECRETARY.—In the case of a
failure which is due to reasonable cause and not
to willful neglect, the Secrelary may waive part
or all of the tax imposed by subsection (a) to the
ertent that the payment of such tar would be
excessive relative to the failure involved.

““(d) DEFINITIONS.—For purposes of this sec-
tion:

‘(1) HEALTH INSURANCE PLAN.~—The term
‘health insurgnce plan’ means any hospital or
medical service policy or certificate, hospital or
medical service plan contract, health mainte-
nance organization group contract, or a mul-
tiple employer welfare arrangement, but does
not include—

“(A) a self-insured group health plan;

‘“(B) a self-insured mulliemployer group
health plan; or

‘“(C) any of the following:

(i) accident only, dental only, vision only,
disability only, or long-term care only insur-
ance,

“'(ii) coverage issued as a supplement to liabil-
ity insurance,
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“(iii) medicare supplemental insurance as de-
fined in section 1882(g)(1),

“(iv) workmen's compensation or similar in-
surance, or

“‘{v) automobile medical-payment insurance.
In the case of a multiple employer welfare ar-
rangement that is fully insured, this Act shall
only apply to the insurer of the arrangement.

*(2) SMALL EMPLOYER.—The term ‘small em-
ployer' means, with respect to a calendar year,
an employer that normally employs more than 1
but less than 51 eligible employees on a typical
business day. For the purposes of this para-
graph, the term ‘employee’ includes a self-em-
ployed individual.

“(3) ELIGIBLE EMPLOYEE.—The term ‘eligible
employee’ means, with respect to an employer,
an employee who normally performs on a
manthly basis at least 30 hours of service per
week for that employer.

"(4) PERSON.—The term ‘person’ means any
person that offers a health insurance plan to a
small employer, including a licensed insurance
company, a prepaid hospital or medical service
plan, a health maintenance organization, or in
States which have distinct insurance licensure
requirements, a multiple employer welfare ar-
rangement."".

(b) NONDEDUCTIBILITY OF TAX.—Paragraph
(6) of section 275(a) (relating to nondeductibility
of certain tares) is amended by inserting ‘47,
after “'46,”.

(c) CLERICAL AMENDMENTS.—The table of sec-
tions for such chapter 47 is amended by adding
at the end thereof the following new item:

“'Sec. S000A. Failure to satisfy certain standards
for health insurance.”’.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
subsections (a) and (c) shail take effect on the
date of the enactment of this Act.

(2) NONDEDUCTIBILITY OF TAX.—The amend-
ment made by subsection (b) shall apply to taz-
able years beginning after December 31, 1991,

Subpart C—Studies and Reports
SEC. 2281. GAO STUDY AND REPORT ON RATING
REQUIREMENTS AND BENEFIT PACK-
AGES FOR SMALL GROUP HEALTH
INSURANCE.

(a) IN GENERAL.—The Comptroller General of
the United States shall study and report to the
Congress by no later than January 1, 1995, on—

(1) the impact of the standards for rating
practices for small group health insurance es-
tablished under section 2112 of the Social Secu-
rity Act and the requirements for benefit pack-
ages established under section 2113 of such Act
on the availability and price of insurance of-
fered to small employers, differences in availuble
benefit packages, the number of small employers
choosing standard or basic packages, and the
impact of the standards on the number of small
employers offering health insurance to employ-
ees through a self-funded employer welfare ben-
efit plan; and

(2) differences in State laws and regulations
affecting the availability and price of health in-
surance plans sold to individuals and the im-
pact of such laws and regulations, including the
extension of requirements for health insurance
plans sold to small employers in the State to in-
dividual health insurance and the establishment
of State risk pools for individual health insur-
ance.

(b) RECOMMENDATIONS.—The Comptroller
General shall include in the report to Congress
under this seclion recommendations with respect
to adjusting rating standards under section 2112
of the Social Security Act—

(1) to eliminate variation in premiums charged
to small employers resulting from adjustments
for such factors as claims erperience and health
status, and
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(2) to eliminate variation in premiums associ-
ated with age, sex, and other demographic fac-
tors,

PART HI-IMPROVEMENTS IN PORT-
ABILITY OF PRIVATE HEALTH INSUR-
ANCE

SEC. 2241. EXCISE TAX IMPOSED ON FAILURE TO

PROVIDE FOR PREEXISTING CONDI-
TION.

(a) IN GENERAL.—Chapter 47 (relating to tares
on group health plans), as amended by section
2221, is amended by adding at the end thereof
the following new section:

“SEC. 5000B. FAILURE TO SATISFY PREEXISTING

CONDITION REQUIREMENTS OF
GROUP HEALTH PLANS.

“{a) GENERAL RULE.—There is hereby imposed
a tax on the failure of—

‘(1) a group kealth plan to meet the require-
ments of subsection (e), or

*(2) any person to meet the requirements of
subsection (f),
with respect to any covered individual.

““(b) AMOUNT OF TAX.—

‘(1) IN GENERAL.—The amount of the tar im-
posed by subsection (a) on any failure with re-
spect to a covered individual shall be 3100 for
each day in the noncompliance period with re-
spect to such failure.

‘‘(2) NONCOMPLIANCE PERIOD.—For purposes
of this section, the term ‘noncompliance period’
means, with respect to any failure, the period—

“(A) beginning on the date such failure first
occurs, and

“‘(B) ending on the date such failure is cor-
rected.

““{3) CORRECTION.—A failure of a group health
plan to meet the requirements of subsection (e)
with respect to any covered individual shall be
treated as corrected if—

“(A) such failure is relroactively undone to
the extent possible, and

‘“(B) the covered individual is placed in a fi-
nancial position which is as good as such indi-
vidual would have been in had such failure not
occurred.

For purposes of applying subparagraph (B), the

covered individual shall be treated as if the.in-

dividual had elected the most favorable coverage
in light of the expenses incurred since the fail-
ure first occurred.

“(c) LIMITATIONS ON AMOUNT OF TAX.—

(1) TAX NOT TO APPLY WHERE FAILURE NOT
DISCOVERED EXERCISING  REASONABLE DILI-
GENCE.—No tar shall be imposed by subsection
(a) on any failure during any period for which
it is established to the satisfaction of the Sec-
retary that none of the persons referred to in
subsection (d) knew, or exercising reasonable
diligence would have known, that such failure
existed.

*(2) TAX NOT TO APPLY TO FAILURES COR-
RECTED WITHIN 30 DAYS.—No tax shall be im-
posed by subsection (a) on any failure if—

““(A) such failure was due to reasonable cause
and not to willful neglect, and

“(B) such failure is corrected during the 30-
day period beginning on the first date any of
the persons referred to in subsection (d) knew,
or erercising reasonable diligence would have
known, that such failure existed.

*‘(3) WAIVER BY SECRETARY.—In the case of a
Jailure which is due to reasonable cause and not
to willful neglect, the Secretary may waive part
or all of the taxr imposed by subsection (a) to the
ertent that the payment of such tar would be
ercessive relative to the failure involved.

““(d) LIABILITY FOR TAX.—

“(1) IN GENERAL.—Erxcept as otherwise pro-
vided in this subsection, the following shall be
liable for the tax imposed by subsection (a) on a
failure:

“(A) In the case of a group health plan other
than a self-insured group health plan, the is-
suer.
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“{B)i) In the case of a self-insured group
health plan other than a multiemployer group
health plan, the employer.

‘(i) In the case of a self-insured multiem-
ployer group health plan, the plan.

*(C) Each person who is responsible (other
than in a capacity as an employee) for admin-
istering or providing benefits under the group
health plan, health insurance plan, or other
health benefit arrangement (including a self-in-
sured plan) and whose act or failure to act
caused (in whole or in part) the failure.

*'(2) SPECIAL RULES FOR PERSONS DESCRIBED IN
PARAGRAPH (1)(C).—A person described in sub-
paragraph (C) (and not in subparagraphs (A)
and (B)) of paragraph (1) shall be liable for the
taxr imposed by subsection (a) on any failure
only if such person assumed (under a legally en-
forceable written agreement) responsibilily for
the performance of the act to which the failure
relates.

“(e) NO DISCRIMINATION BASED ON HEALTH
STATUS FOR CERTAIN SERVICES,—

(1) IN GENERAL.—Except as provided under
paragraph (2), group health plans may not
deny, limit, or condition the coverage under {or
benefits of) the plan based on the health status,
claims experience, receipt of health care, medi-
cal history, or lack of evidence of insurability,
of an individual.

“(2) TREATMENT OF PREEXISTING CONDITION
EXCLUSIONS FOR ALL SERVICES.—

“(A) IN GENERAL.—Subject to the succeeding
provisions of this paragraph, group health plans
may erclude coverage with respect to services re-
lated to treatment of a preexisting condition, but
the period of such exclusion may not erceed 6
months. The exclusion of coverage shall not
apply to services furnished to newborns.

*(B) CREDITING OF PREVIOUS COVERAGE,—

(i) IN GENERAL.—A group health plan shall
provide that if an individual under such plan is
in a period of conlinuous coverage (as defined
in clause (ii)(1)) with respect to particular serv-
ices as of the date of initial coverage under such
plan (determined without regard to any waiting
period under such plan), any period of exclusion
of coverage with respect to a preeristing condi-
tion for such services or type of services shall be
reduced by 1 month for each month in the pe-
riod of continuous coverage without regard to
any waiting period.

*“(ii) DEFINITIONS.—As used in this subpara-
graph:

‘*(I) PERIOD OF CONTINUOUS COVERAGE.—The
term ‘period of continuous coverage' means,
with respect to particular services, the period
beginning on the date an individual is enrolled
under a health insurance plan, title XVIII or
XIX of the Social Security Act, or other health
benefit arrangement (including a self-insured
plan) which provides benefits with respect lo
such services and ends on the date the individ-
ual is not so enrolled for a continuous period of
maore than 3 months.

““(1I) PREEXISTING CONDITION.—The term ‘pre-
eristing condition’ means, with respect to cov-
erage under a group health plan, a condition
which has been diagnosed or treated during the
J-month period ending on the day before the
first date of such coverage without regard to
any waiting period.

“tf) DISCLOSURE 'OF COVERAGE, ETC.—Any
person who has provided coverage (other than
under title XVIII or XI1X of the Social Security
Act) during a period of continuous coverage (as
defined in subsection (e)(2)(B)(ii)(1)) with re-
spect to a covered individual shall disclose,
upon the request of a group health plan subject
to the requirements of subsection (e), the cov-
erage provided the covered individual, the pe-
riod of such coverage, and the benefits provided
under such coverage.

“‘(g) DEFINITIONS.—For purposes of this sec-
tion—
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‘(1) COVERED INDIVIDUAL.—The term ‘covered
individual' means—

“(A) an individual who is (or will be) pro-
vided coverage under a group health plan by
virtue of the performance of services by the indi-
vidual for 1 or more persons maintaining the
plan (including as an employee defined in sec-
tion 401(c)(1)), and

‘“(B) the spouse or any dependent child of
such individual.

‘“(2) GROUP HEALTH PLAN.—The term ‘group
health plan' has the meaning given such term
by section 5000(b)(1)."".

(b) CLERICAL AMENDMENT.—The table of sec-
tions for such chapter 47 is amended by adding
at the end thereof the following new item:

“‘Sec. 50008. Failure to satisfy preezisting condi-
tion requirements of group health
plans.".

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to plan years begin-
ning after December 31, 1992,

PART IV—HEALTH CARE COST
CONTAINMENT
SEC. 2251. ESTABLISHMENT OF HEALTH CARE
COST COMMISSION.

(a) IN GENERAL.—There is hereby established
a Health Care Cost Commission (in this subtitle
referred to as the “"Commission’’). The Commis-
sion shall be composed of 11 members, appointed
by the President by and with the advice and
consent of the Senate. The membership of the
Commission shall include individuals with na-
tionally recognized expertise in health insur-
ance, health economics, health care provider re-
imbursement, and related fields. The President
shall provide for appointment of individuals to
the Comunission within 6 months of the date of
enactment of this Act and in appointing such
individuals to the Commission, the President
shall assure representation of consumers of
health services, large and small employers, State
and local governments, labor organizations,
health care providers, health care insurers, and
erperts on the development of medical tech-
nology.

(b) TERMS.—

(1) CHAIRMAN.—The term of the Chairman
shall be coincident with the term of the Presi-
dent.

(2) OTHER MEMBERS OF THE COMMISSION.—Ez-
cept as provided in paragraph (1), members of
the Commission shall be appointed to serve for
terms of 3 years, ercept that the terms of the
members first appointed shall be staggered so
that the terms of no more than 4 members expire
in any year.

(3) VAcancies—Individuals appointed to fill
a vacancy created in the Commission shall be
appointed only for the unerpired portion of the
term for which the individual's predecessor was
appointed.

(c) DUTIES.—

(1) ANNUAL REPORT.—

(A) IN GENERAL.—The Commission shall report
annually to the President and the Congress on
national health care costs. Such report shall be
made by March 30 of each year and shall in-
clude information on—

(i) levels and trends in public and private
health care spending by type of health care
service, geographic region of the country, and
public and private sources of payment;

(ii) levels and trends in the cost of private
health insurance coverage for individuals and
groups;

(iii) sources of high and rising health care
costs, including inflation in input prices, demo-
graphic changes and the utilization, supply and
distribution of health care services; and

(iv) comparative trends in other countries and
reasons for any differences from trends in the
United States.
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(B) ASSESSMENT AND RECOMMENDATIONS.—The
report shall also analyze and assess the impact
of public and private efforis to reduce growth in
health care spending, and shall include rec-
ommendations for cost containment efforts.

(2) NATIONAL UNIFORM CLAIMS FORMS AND RE-
PORTING STANDARDS.—

(A) IN GENERAL.—As part of its first annual
report, the Commission shall, taking into ac-
count recommendations by the Secretary of
Health and Human Services, recommend—

(i) a national uniform claims form for use by
health care providers and individuals in submit-
ting claims to private health insurers and the
medicare and medicaid programs;

(ii) national standards for reporting of insur-
ance information including coverage benefils,
copayments, and deductibles;

(iii) national standards for uniform reporting
by health care providers of information includ-
ing clinical diagnoses, services provided, and
costs of services; and

(iv) a strategy and schedule for implementing
national use of such claims forms and reportling
standards by January 1, 1996.

(B) RELEVANT FACTORS—In developing its
recommendations, the Commission shall con-
sider—

(i) the potential use of electronic cards or
other technology that allows expedited access Lo
medical records, insurance, and billing informa-
tion;

(ii) the need for patient confidentiality; and

(iii) special implementation issues including
those concerning providers in rural and inner-
city areas.

(C) REPORT.—The Commission shall report an-
nually and make recommendations with respect
to—

(i) the progress made toward national imple-
mentation of uniform claims forms and reporting
standards; and

(ii) other approaches to minimize the impact
of adminisirative costs on national health
spending.

(3) STANDARDS FOR MANAGED CARE.—The
Commission shall make recommendalions to the
Secretary of Health and Human Services for the
development and ongoing review of standards
Jor managed care plans and utilization review
programs (as defined under section 2114 of title
XXI of the Social Security Act).

(d) MISCELLANEQUS,—

(1) AUTHORITY.—The Commission may—

(A) employ and fix compensation of an Erecu-
tive Director and such other personnel (not to
exceed 25) as may be necessary to carry out its
duties (without regard to the provisions of title
5, United States Code, governing appointments
in the compelitive service);

(B) seek such assistance and support as may
be required in the performance of its duties from
appropriate Federal departments and agencies;

(C) enter into contracts or make other ar-
rangements, as may be necessary for the con-
duet of the work of the Commission (without re-
gard to seclion 3709 of the Revised Statutes (41
U.S8.C. 5)); and

(D) make advance, progress, and other pay-
ments which relate to the work of the Commis-
sion.

(2) COMPENSATION —While serving on the
business of the Commission (including travel-
time), a member of the Commission shall be enti-
tled to compensation at the per diem egquivalent
of the rate provided for level IV of the Erecutive
Schedule under section 5315 of title 5, United
States Code; and while so serving away from the
member's home and regular place of business, a
member may be allowed travel erpenses, as au-
thorized by the Chairman of the Commission.
Physicians serving as personnel of the Commis-
sion may be provided a physician comparability
allowance by the Commission in the same man-
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ner as Government physicians may be provided
such an allowance by an agency under section
5948 of title 5, United States Code, and for such
purpose subsection (i) of such section shall
apply to the Commission in the same manner as
it applies to the Tennessee Valley Authority.

(3) ACCESS TO INFORMATION, ETC.—The Com-
mission shall have access to such relevant infor-
mation and data as may be available from ap-
propriate Federal agencies and shall assure that
its activities, especially the conduct of original
research and medical studies, are coordinated
with the activities of Federal agencies. The
Commission shall be subject to periodic audit by
the General Accounting Office.

(4) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated such
sums as may be necessary to carry out this sec-
tion.

SEC. 2252. FEDERAL CERTIFICATION OF MAN-
AGED CARE PLANS AND UTILIZA-
TION REVIEW PROGRAMS.

Title XXI of the Social Security Act, as added
by title I of this Act, is amended by adding at
the end the following part:

““PART C—FEDERAL CERTIFICATION OF MANAGED
CARE PLANS
“FEDERAL CERTIFICATION OF MANAGED CARE
PLANS AND UTILIZATION REVIEW PROGRAMS

“SeEc. 2114. (a) VOLUNTARY CERTIFICATION
PROCESS.—

‘(1) CERTIFICATION.—The Secretary shall es-
tablish a process for certification of managed
care plans meeting the requirements of sub-
section (b)(1) and of utilization review programs
meeting the requirements of subsection (b)(2).

“(2) QUALIFIED MANAGED CARE PLAN.—For
purposes of this title, the term ‘gualified man-
aged care plan' means a managed care plan that
the Secretary certifies, upon application by the
program, as meeting the requirements of this
section.

“(3) QUALIFIED UTILIZATION REVIEW PRO-
GRAM.—For purposes of this title, the term
‘qualified utilization review program’ means a
utilization review program that lhe Secretary
certifies, upon application by the program, as
meeting the requirements of this section.

“‘(4) UTILIZATION REVIEW PROGRAM.—For pur-
poses of this title, the term ‘utilization review
program’ means a system of reviewing the medi-
cal mnecessity, appropriateness, or quality of
health care services and supplies covered under
a health insurance plan or a managed care plan
using specified guidelines. Such a system may
include preadmission certification, the applica-
tion of practice guidelines, continued stay re-
view, discharge planning, preauthorization of
ambulatory procedures, and retrospective re-

view.

“'(5) MANAGED CARE PLAN.—

“A) IN GENERAL.—For purposes of this title
the term ‘managed care plan’ means a plan op-
erated by a managed care entity as described in
subparagraph (B), that arranges for the financ-
ing and delivery of health care services fo per-
sons covered under such plan through—

“(i) arrangements with participating providers
to furnish health care services;

““(ii) explicit standards for the selection of
participating providers;

“Y(iii) organizational arrangements for ongoing
quality assurance and utilization review pro-
grams; and

“(iv) financial incentives for persons covered
under the plan to use the participating provid-
ers and procedures provided for by the plan.

“{B) MANAGED CARE ENTITY DEFINED.—For
purposes of this title, a managed care entity in-
cludes a licensed insurance company, hospital
or medical service plan, health maintenance or-
ganization, an employer, or employee organiza-
tion, or a managed care contractor as described
in subparagraph (C), that operates a managed
care plan.



March 10, 1992

*(C) MANAGED CARE CONTRACTOR DEFINED,—
For purposes of this title, a managed care con-
tractor means a person that—

(i) establishes, operates or maintains a net-
work of participating providers;

(i) conducts or arranges for utilization re-
view aclivities; and

“'(iii) contracts with an insurance company, o
hospital or medical service plan, an employer,
an employee organizalion, or any other entily
providing coverage for health care services to
operate a managed care plan.

“(6) PARTICIPATING PROVIDER.—The term
‘participating provider' means a physician, hos-
pital, pharmacy, laboratory, or other appro-
priately licensed provider of health care services
or supplies, that has entered into an agreement
with a managed care entity to provide such
services or supplies to a patient covered under a
managed care plan.

"“(7) REVIEW AND RECERTIFICATION.—The Sec-
retary shall establish procedures for the periodic
review and recertification of qualified managed
care plans and qualified utilization review pro-
grams.

''(8) TERMINATION OF CERTIFICATION.—The
Secretary shall terminate the certification of a
qualified managed care plan or a qualified utili-
2ation review program if the Secretary deter-
mines that such plan or program no longer
meets the applicable requirements for certifi-
cation. Before effecting a termination, the Sec-
retary shall provide the plan notice and oppor-
tunity for a hearing on the proposed termi-
nation.

""(9) CERTIFICATION THROUGH ALTERNATIVE
REQUIREMENTS —

““(A) CERTAIN ORGANIZATIONS RECOGNIZED.—
An eligible organization as defined in section
1876(b), shall be deemed to meel the require-
ments of subsection (b) for certification as a
qualified managed care plan.

*(B) RECOGNITION OF ACCREDITATION.—If the
Secretary finds that a State licensure program
or a national accreditation body establishes a
requirement or requirements for accreditation of
a managed care plan or utilization review pro-
gram that are at least equivalent to a require-
ment or requirements established under sub-
section (b), the Secretary may, to the exrtent he
finds it appropriate, treat a managed care plan
or a utilization review program thus accredited
as meeting the requirement or requirements of
subsection (b) with respect to which he made
such finding.

''(b) REQUIREMENTS FOR CERTIFICATION.—

'(1) MANAGED CARE PLANS.—The Secretary, in
consultation with the Health Care Cost Commis-
sion, shall establish Federal standards for the
certification of gqualified managed care plans,
including standards related to—

*"(A) the qualification and selection of partici-
pating providers;

"(B) the number, type, and distribution of
participating providers necessary to assure that
all covered items and services are available and
accessible to persons covered under a managed
care plan in each service area;

“(C) the establishment and operation of an
ongoing quality assurance program, which in-
cludes procedures for—

“(i) evaluating the quality and appropriate-
ness of care;

““(ii) using the results of quality evaluations
to promote and improve quality of care; and

“(iii) resolving complaints from enrollees re-
garding quality and appropriateness of care;

‘(D) the provision of benefits for covered
items and services not furnished by participat-
ing providers if the items and services are medi-
cally necessary and immediately required be-
cause of an unforeseen illness, injury, or condi-
tion;

“(E) the qualifications of individuals perform-
ing utilization review activities;
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‘“(F) procedures and criteric for evalualing
the necessity and appropriateness of health care
services;

‘“(G) the timeliness with which utilization re-
view determinations are to be made;

‘"(H) procedures for the operation of an ap-
peals process which provides a fair opportunity
Jor individuals adversely affected by a managed
care review determination to have such deter-
mination reviewed,

(1) procedures for ensuring that all applica-
ble Federal and State laws designed to protect
the confidentiality of individual medical records
are followed,; and

(1) payment of providers for the expenses as-
sociated with responding to requests for infor-
mation needed to conduct a utilization review.

'“(2) QUALIFIED UTILIZATION REVIEW PRO-
GRAMS.—The Secretary, in consultation with the
Health Care Cost Commission, shall establish
Federal standards for the certification of quali-
fied wulilization review programs, including
standards related to—

““(A) the qualifications of individuals perform-
ing utilization review activities;

‘“(B) procedures and criteria for evaluating
the necessity and appropriateness of health care
services;

'(C) the timeliness with which utilization re-
view determinations are to be made;

(D) procedures for the operation of an ap-
peals process which provides a fair opportunity
for individuals adversely affected by a utiliza-
tion review determination to have such deter-
mination reviewed;

“(E) procedures for ensuring that all applica-
ble Federal and State laws designed to protect
the confidentiality of individual medical records
are followed, and

“(F) payment of providers for the expenses as-
sociated with responding to regquests for infor-
mation needed to conduct a utilization review.

'"(3) APPLICATION OF STANDARDS.—

“(A) IN GENERAL.—Standards shall first be es-
tablished under this subsection by not later
than 24 months after the date of the enactment
of this section. In developing standards under
this subsection, the Secretary shall—

*“(i) review standards in use by national pri-
vate accreditation organizations and State li-
CEMSUTE programs;

““(ii) recognize, to the extent appropriate, dif-
ferences in the organizational structure and op-
eration of managed care plans, and

“‘(iii) establish procedures for the timely con-
sideration of applications for certification by
managed care plans and utilization review pro-
grams.

“(B) REVISION OF STANDARDS.—The Secretary
shall periodically review the standards estab-
lished wunder this subsection, taking into ac-
count recommendations by the Health Care Cost
Commission, and may revise the standards from
time to time to assure that such standards con-
tinue to reflect appropriate policies and prac-
tices for the cost-effective and medically appro-
priate use of services within managed care plans
and utilization review programs,

“(¢) LIMITATION ON STATE RESTRICTIONS ON
QUALIFIED MANAGED CARE PLANS AND UTILIZA-
TION REVIEW PROGRAMS.—

“(1) IN GENERAL.—No requirement of any
State law or regulation shall—

“(A) prohibit or limit a qualified managed
care plan from including financial incentives for
covered persons lo use the services of participat-
ing providers;

“(B) prohibit or limit a gqualified managed
care plan from restricting coverage of services to
those—

(i) provided by a participating provider; or

"'(ii) authorized by a designated participating
provider;

*(C) subject to paragraph (2)—
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‘(i) restrict the amount of payment made by a
qualified managed care plan to participating
providers for items and services provided to cov-
ered persons; or

"*(ii) restrict the ability of a qualified managed
care plan to pay parlicipating providers for
items and services provided to covered persons
on a per capita basis;

‘(D) prohibit or limit a qualified managed
care plan from restricting the location, number,
type, or professional gualifications of partici-
pating providers;

“(E) prohibit or limit a qualified managed
care plan from requiring that items and services
be authorized by a primary care physician se-
lected by the covered person from a list of avail-
able participating providers;

“(F) prohibit or limit the use of utilization re-
view procedures or criteria by a qualified utili-
zation review program or a gualified managed
care plan;

“(G) require a qualified utilization review pro-
gram or a qualified managed care plan to make
public utilization review procedures or criteria;

“(H) prohibit or limit a qualified utilization
review program or a qualified managed care
plan from determining the location or hours of
operation of a utilization review, provided that
emergency services furnished during the hours
in which the utilization review program is not
open are not subject to utilization review,

(1) require a qualified utilization review pro-
gram or a qualified managed care plan to pay
providers for the expenses associated with re-
sponding to requests for information needed to
conduct utilization review, other than as pro-
vided in standards for qualified managed care
plans and qualified utilization review programs;

““(J) restrict the amount of payment made to a
qualified utilization review program or a quali-
fied managed care plan for the conduct of utili-
zation review;

“(K) restrict access by a qualified utilization
review program or a qualified managed care
plan to medical information or persomnel re-
quired to conduct utilization review;

(L) define utilization review as the practice
of medicine or another health care profession; or

“(M) reguire that utilization review be con-
ducted (i) by a resident of the State in which the
treatment is to be offered or by an individual li-
censed in such State, or (ii) by a physician in
any particular specialty or with any board cer-
tified specialty of the same medical specialty as
the provider whose services are being rendered.

''(2) EXCEPTIONS TO CERTAIN REQUIREMENTS.—

‘'(A) SUBPARAGRAPH (C)—Subparagraph (C)
shall not apply where the amount of payments
with respect to a block of services or providers is
established under a statewide system applicable
to all non-Federal payors with respect to such
services or providers.

"“(B) SUBPARAGRAPHS (L) AND (M).—Naothing in
subparagraphs (L) or (M) shall be construed as
prohibiting a State from (i) requiring that wtili-
zation review be conducted by a licensed health
care professional or (ii) requiring that any ap-
peal from such a review be made by a licensed
physician or by a licensed physician in any par-
ticular specialty or with any board certified spe-
cialty of the same medical specialty as the pro-
vider whose services are being rendered.

“(3) RELATIONSHIP TO MEDICAID PROGRAM.—
Nothing in paragraph (1) shall be construed as
prohibiting a State from imposing requirements
on managed care plans or utilization review
programs that are necessary to conform with the
requirements of title XIX of the Social Security
Act with respect to services provided to, or with
respect to, individuals receiving medical assist-
ance under such title."".

SEC. 2253. ADDITIONAL FUNDING FOR QUTCOMES
RESEARCH.

Section 1142(i) of the Social Security Act is

amended—
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(1) in paragraph (1), to read as follows:

‘(1) IN GENERAL.—There are authorized to be
appropriated to carry out this section—

“'(A) 8175,000,000 for fiscal year 1992;

“'(B) $225,000,000 for fiscal year 1993;

“(C) $275,000,000 for fiscal year 1994; and

‘(D) $300,000,000 for fiscal year 1995.""; and

(2) in paragraph (2), by striking out ‘70 per-
cent'' and inserting in lieu thereof “'50 percent".

PART V—MEDICARE PREVENTION
BENEFITS
SEC. 2261. COVERAGE OF CERTAIN IMMUNIZA-
TIONS.

(a) IN GENERAL.—Section 1861(s)(10) of the So-
cial Security Act (42 U.S.C. 1395z(s)(10)) is
amended—

(1) in subparagraph (A), by striking “and,
subject to section 4071 of the Omnibus Budget
Reconciliation Act of 1987, influenza vaccine
and its administration; and" and inserting a
comma; and

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

“(C) influenza vaccine and its administration,
and

‘(D) tetanus-diphtheria booster and its ad-
ministration,”".

(b) LIMITATION ON FREQUENCY.—Section
1862(a)(1) of such Act (42 U.S.C. 1395y(a)(1)) is
amended—

(1) in subparagraph (E), by striking "and"” at
the end;

(2) in subparagraph (F), by striking the semi-
colon at the end and inserting *, and"'; and

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

"“(G) in the case of an influenza vaccine,
which is administered within the 1I months
after a previous influenza vaccine, and, in the
case of a tetanus-diphtheria booster, which is
administered within the 119 months after a pre-
vious tetanus-diphtheria booster;”".

(c) CONFORMING AMENDMENT.—Section
1862(a)(T) of such Act (42 U.S.C. 1395y(a)(7)) is
amended by striking ‘‘and paragraph (1)(B) or
under paragraph (INF)" and inserting “‘or
under subparagraph (B), (F), or (G) of para-
graph (1)"".

(d) EFFECTIVE DATE—The amendments made
by this section shall apply to influenza vaccines
administered on or after October 1, 1992, and
tetanus-diphtheria boosters administered on or
after January 1, 1993.

SEC. 2262. COVERAGE OF WELL-CHILD CARE.

(a) IN GENERAL.—Section 1861(s)(2) of the So-
cial Security Act (42 U.S.C. 1395x(s)(2)) is
amended—

(1) by striking “and’ at the end of subpara-
graph (0);

(2) by striking the semicolon at the end of sub-
paragraph (P) and inserting *'; and"’; and

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

‘“(Q) well-child services (as defined in sub-
section (11)(1)) provided to an individual entitled
to benefits under this title who is under 7 years
of age;"".

(b) SERVICES DEFINED.—Section 1861 of such
Act (42 U.8.C, 1395z) is amended—

(1) by redesignating the subsection (jj) added
by section 4163(a)(2) of the Omnibus Budget
Reconciliation Act of 1990 as subsection (kk);
and

(2) by inserting after subsection (kk) (as so re-
designated) the following new subsection:

“WELL-CHILD SERVICES

“(lI)(1) The term ‘well-child services' means
well-child care, including routine office visits,
routine immunizations (including the vaccine it-
self), routine laboratory tests, and preventive
dental care, provided in accordance with the pe-
riodicity schedule established with respect to the
services under paragraph (2).
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“'(2) The Secretary, in consultation with the
American Academy of Pediatrics, the Advisory
Committee on [Immunization Practices, and
other entities considered appropriate by the Sec-
retary, shall establish a schedule of periodicity
which reflects the appropriate frequency with
which the services referred to in paragraph (1)
should be provided to healthy children."'.

(¢) CONFORMING AMENDMENTS.—(I) Section
1862(a)(1) of such Act (42 U.S.C. 1395y(a)(1)), as
amended by section 2261(b), is amended—

(A) in subparagraph (F), by striking “and" at
the end;

(B) in subparagraph (G), by striking the semi-
colon at the end and inserting *', and’'; and

(€) by adding at the end the following new
subparagraph:

“(H) in the case of well-child services, which
are provided more frequently than is provided
under the schedule of periodicity established by
the Secretary under section 1861(11)(2) for such
services;"".

(2) Section 1862(a)(7) of such Act (42 U.S.C.
1395u(a)(7)), as amended by section 2261(c), is
amended by striking “‘or (G)"' and inserting
“(G), or (H)'".

(i) EFFECTIVE DATE—The amendments made
by this section shall apply to well-child services
provided on or after January 1, 1993,

SEC. 2263. DEMONSTRATION PROJECTS FOR COV-

(@) ESTABLISHMENT.—The Secretary of Health
and Human Services (hereafter referred to as
the “Secretary'’) shall establish and provide for
a series of ongoing demonstration projects under
which the Secretary shall provide for coverage
of the preventive services described in subsection
(c) under the medicare program in order to de-
termine—

(1) the feasibility and desirability of expand-
ing coverage of medical and other health serv-
ices under the medicare program to include cov-
erage of such services for all individuals en-
rolled under part B of title XVIII of the Social
Security Act; and

(2) appropriate methods for the delivery of
those services to medicare beneficiaries.

(b) SITES FOR PROJECT.—The Secretary shall
provide for the conduct of the demonstration
projects established under subsection (a) at the
sites at which the Secretary conducts the dem-
onstration program established under section
9314 of the Consolidated Omnibus Budget Rec-
onciliation Act of 1985 and at such other siles as
the Secretary considers appropriate.

(c) SERVICES COVERED UNDER PROJECTS.—The
Secretary shall cover the following services
under the series of demonstration projects estab-
lished under subsection (m):

(1) Glavcoma screening.

(2) Cholesterol screening and cholesterol-re-
ducing drug therapies.

(3) Screening and trealment for osteoporosis,
including tests for bone-mass measurement and
haormone replacement therapy.

(4) Screening services for pregnant women, in-
cluding ultrasound and chlamydial testing and
maternal serum alfa-protein.

(5) One-time comprehensive assessment for in-
dividuals beginning at age 65 or 75.

(6) Prostate-specific antigen (PSA) testing.

(7) Other services considered appropriate by
the Secretary.

Not more than one such service shall be covered
at each site.

(d) REPORTS TO CONGRESS.—Not later than
October 1, 1994, and every 2 years thereafter, the
Secretary shall submit a report to the Committee
on Finance of the Senate and the Committee on
Ways and Means and the Committee on Energy
and Commerce of the House of Representatives
describing findings made under the demonstra-
tion projects conducted pursuant to subsection
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() during the preceding 2-year period and the
Secretary's plans for the demonstration projects
during the succeeding 2-year period.

{e) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated from
the Federal Supplementary Medical Insurance
Trust Fund for erpenses incurred in carrying
out the series of demonsiration projects estab-
lished wunder subsection (a) the following
amounts:

(1) $4,000,000 for fiscal year 1993.

(2) $4,000,000 for fiscal year 1994.

(3) 85,000,000 for fiscal year 1995.

(4) $5.000,000 for fiscal year 1996.

(5) 86,000,000 for fiscal year 1997.

SEC. 2264. OTA STUDY OF PROCESS FOR REVIEW
OF MEDICARE COVERAGE OF PRE-
VENTIVE SERVICES.

(a) Srvpy.—The Director of the Office of
Technology Ass t (hereafter referred to as
the “Director’’) shall, subject to the approval of
the Technology Assessment Board, conduct a
study to develop a process for the regular review
Jor the consideration of coverage of preventive
services under the medicare program, and shall
include in such study a consideration of dif-
ferent types of evaluations, the use of dem-
onstration projects to obtain data and ezperi-
ence, and the types of measures, outcomes, and
criteria that should be used in making coverage
decisions.

(b) REPORT.—Not later than 2 years after the
date of the enactment of this section, the Direc-
tor shall submit a report to the Committee on Fi-
nance of the Senate and the Committee on Ways
and Means and the Committee on Energy and
Commerce of the House of Representatives on
the study conducted under subsection (a).

SEC. 2265. FINANCING OF ADDITIONAL BENEFITS.

(a) PREMIUMS FOR  1993-1995.—Section
1839(¢e)(1)(B) of the Social Securily Act (42
U.S.C. 1395r(e)(1)(B)) is amended—

(1) in clause (iti) by striking "“336.60'" and in-
serting "'$36.70"",

(2) in clause (iv) by striking "‘$41.10" and in-
serting “'$41.20"', and

(3) in clause (v) by striking *'$46.10" and in-
serting “'$46.20"".

(b) PREMIUMS FOR 1996-1997.—(1) Section 1839
of the Social Security Act (42 U.S.C. 13951) is
amended by adding at the end the following
new subsection:

“(g) Except as provided in subsections (b) and
(f), the monthly premium otherwise determined,
without regard to this subsection, for each indi-
vidual enrolled under this part shall be in-
creased by 10 cents for each month in 1996 and
1997."".

(2) Section 1839 of such Act (42 U.S.C, 13957)
is amended—

(A) in subsection (a)(2), by striking *'(b) and
(e)'" and inserting ‘‘(b), (e), and (g)"",

(B) in subsection (a)(3), by striking “‘sub-
section (e)'' and inserting ‘‘subsections (e) and
(g)", and .

(C) in subsection (b), by striking ‘‘determined
under subsection (a) or (e)'" and inserting "‘oth-
erwise determined under this section (without
regard to subsection (f))".

PART VI—OZONE-DEPLETING CHEMICALS

SEC. 2271. INCREASED BASE TAX RATE ON
OZONE-DEPLETING CHEMICALS AND
EXPANSION OF LIST OF TAXED
CHEMICALS.

(a) IN GENERAL.—Paragraph (1) of section
4681(b) (relating to amount of tax) is amended to
read as follows:

“(B) BASE TAX AMOUNT.—The base tax
amount for purposes of subparagraph (A) with
respect to any sale or use during a calendar
year before 1996 with respect to any ozone-de-
pleting chemical is the amount determined
under the following table for such calendar
year:
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Calendar year: Base Tax Amount:

Base Tax Amount:
$1.85
2.75
3.65

4.55."

(b) CONFORMING AMENDMENTS.—

(1) RATES RETAINED FOR CHEMICAL USED IN
RIGID FOAM INSULATION.—The table in subpara-
graph (B) of section 4682(g)(2) (relaling (o
chemicals used in rigid foam insulation) is
amended—

(A) by striking ““15'" and inserting ''13.5", and

(B) by striking '*10"" and inserling "'9.6"".

(2) FLOOR STOCK TAXES.—

(A) Subparagraph (C) of section 4682(h)(2) (re-
lating to other tax-increase dates) is amended by
striking ‘'1993, and 1994' and inserting ‘1993,
1994, and 1995, and July 1, 1992".

(B) Paragraph (3) of section 4682(h) (relating
to due date) is amended—

(i) by inserting “‘or July 1'" after “January 1",
and

(ii) by inserting “or December 31,
tively,'" after "“June 30",

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to tarable chemicals
sold or used on or after July 1, 1992.

PART VII-HEALTH CARE OF COAL MINERS
SEC. 2281. SHORT TITLE.,

This part may be cited as the “*Coal Industry
Retiree Health Benefit Act of 1991,

SEC. 2282. FINDINGS AND DECLARATION OF POL-
ICY.

() FINDINGS.—The Congress finds that—

(1) coal provides a significant portion of the
energy used in the United States;

(2) the production, transportation and use of
coal affects interstate and foreign commerce and
the national public interest;

(3) a significant portion of the national work
force has been employed in the production of
coal for interstate and foreign commerce and in
the national interest;

(4) the Government of the United States has
regulated the coal industry, employment in the
industry, and the provision of retirement bene-
fits within the industry;

(5) the continued well-being and security of
employees, retirees and their dependents twithin
the coal industry are directly affected by the
provision of health benefits to retirees and their
dependents;

(6) for many decades, the provision of ade-
quate health care for retirees has been an essen-
tial element in maintaining a stable and strong
coal industry as an important component in a
strong United States economy;

(7) an important element in the privately
maintained benefit plans now erxperiencing fi-
nancial difficulty has been the provision of
health benefits for retirees of companies no
longer in business; and

(8) withdrawals of contributing employers
Sfrom privately maintained benefit plans under
collective bargaining agreements derived from
an agreement with the United States, covering
retirees within the coal indusiry, result in sub-
stantially increased funding burdens for em-
ployers that continue lo contribute to such
plans, adversely affect labor-management rela-
tions and the stability and strength of the coal
industry, and impair the provision of health
care to retirees.

(b) ADDITIONAL FINDINGS.—The Congress fur-
ther finds that—

(1) it is necessary to modify and reform the
current private benefit plan structure for relir-
ees within the coal industry in order to stabilize
the provision of health care benefits to such re-
tirees; and

(2) it i3 necessary to supplement the current
private benefit plan structure with a benefit
protection program that will assure continued
Sunding and contain program costs.

respec-
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(¢) DECLARATION OF PoLicYy.—It is hereby de-
clared to be the policy of this pari—

(1) to remedy problems that discourage the
provision, funding, and delivery of health care
to coal industry retirees;

(2) to provide reasonable protection for the
health benefits of coal industry retirees;

(3) to require use of state-of-the-art cost con-
tainment and managed care measures as part af
the overall package of health care delivery and
financing, and

(4) to provide a financially self-sufficient pro-
gram for the provision of retiree health benefits
in the coal industry.

SEC. 2283. COAL INDUSTRY HEALTH BENEFITS
PROGRAM.

(@) IN GENERAL—The Internal Revenue Code
of 1986 is amended by adding at the end thereof
the following new subtitle:

“Subtitle J—Coal Industry Health Benefits
“CHAPTER 99, Coal industry health benefits.

“CHAPTER 99—COAL INDUSTRY HEALTH
BENEFITS

“SUBCHAPTER A, Coal Indusiry Retiree Health
Benefits Carporation.
“SUBCHAPTER B. Eligibility for and payment of

benefits.

“SUBCHAPTER C. Other provisions.
“Subchapter A—Coal Industry Retiree Health
Benefit Corporation

“Sec. 9701. Establishment of the Corporation.
“Sec, 9702. Directors of Corporation.

“Sec. 9703. Powers; lax status.

““Sec. 9704. Operation of Corporation.

“SEC. 9701. ggg;nﬂsmmw OF THE CORPORA-

“There is hereby created the Coal Industry
Retiree Health Benefit Corporation (hereafler in
this chapter referred to as the ‘Corporation’),
which shall be a governmental body corporate
under the direction of a board of directors.
Within the limitations of law and regulation,
the board of directors shall determine the gen-
eral policies that govern the operations of the
Corporation. The principal office of the Cor-
poration shall be in the District of Columbia or
at any other place determined by the Corpora-
tion.

“SEC. 9702, DIRECTORS OF CORPORATION.

“(a) APPOINTMENT.—The board of directors of
the Corporation shall consist of 5 persons, who
shall be appointed by the Secretary of Labor.
The board shall at all times have the following
as members:

‘(1) 2 persons from employers in the coal-min-
ing industry (only ! of whom shall be from an
entity that is or was a settlor of a plan described
in section 404(c));

‘““(2) 1 person from an organization that rep-
resents coal industry employees (and that is or
was a settlor of a plan described in section
404(c));

‘(3) 1 person from another labor organization
representing employees (whether or not in the
coal industry); and

“(4) 1 other person who shall serve as the
chairman.

"(b) TERMS OF OFFICE, SUCCESSORS,—Each di-
rector shall be appointed for a term of 3 years,
except for the initial term. The initial terms of
the directors shall be as follows:

“*Coal industry emp!oyee rep-
resentative ....
(section 404(c)

“Coal-mining industry em-
ployer ..
(section 4'04((‘) semorj

Other employee representa-
tive

Other coal-mining mdustry
employer ......ccceeeuan asd

4 years

3 years

3 years

2 years
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A vacancy on the board shall be filled in the
same manner as the original appointment was
made. Any director appointed to fill a vacancy
occurring prior o the expiration of the term for
which the predecessor was appointed shall be
appointed for the remainder of such term, A di-
rector may serve after the expiration of a term
until a successor has taken office.

“(c) QUORUMS.—Vacancies on the board shall
not impair the powers of the board to erecute
the functions of the Corporation so long as there
are 3 members in office. The presence of 3 mem-
bers shall constitute a quorum for the trans-
action of the business of the board.

“(d) INDEPENDENT AUDIT.—The Corporation
shall annually employ an independent certified
or licensed public accountant who shall examine
and audit the books and financial transactions
of the Corporatlion. The Corporation shall, not
later than June 30 of each year, submit to the
Congress a report describing the activities of the
Corporation under this chapter.

“{e) ADOPTION OF BYLAWS; AMENDMENT; AL-
TERATION; PUBLICATION IN THE FEDERAL REG-
ISTER.—As soon as practicable, but not later
than 180 days after the date of the enactment of
this chapter, the board shall adopt initial by-
laws and rules relating to the conduct of the
business of the Corporation. Thereafter, the
board may alter, supplement or repeal any exist-
ing bylaw or rule, and may adopt additional by-
laws and rules from lime to time as may be nec-
essary. Any bylaw or rule relating to the con-
duct or business of the Corporation shall be
adopted in compliance with the Administrative
Procedure Act, including the notice and com-
ment provisions thereof.

“SEC. 9703. POWERS; TAX STATUS.

““ta) POWERS OF CORPORATION.—The Corpora-
tion shall have power—

‘(1) to adopt, alter, and use a corporate seal;

“(2) to have succ v until dissolved by Act
of Congress;

*“(3) to make and enforce such bylaws, rules,
and regulations as may be necessary or appro-
priate to carry out the purposes or provisions of
this chapter;

“(4) to make and perform contracls, agree-
ments, and commitments;

“(5) to prescribe and impose fees and charges
for services by the Corporation;

‘“(6) to settle, adjust, and compromise, and
with or without consideration or benefit to the
Corporation, to release or waive in whole or in
part, in advance or otherwise, any claim, de-
mand, or right of, by, or against the Corpora-
tion;

“(7) to sue and be sued, complain and defend,
in any State, Federal, or other court;

‘(8) to acquire, take, hold, and own, and to
deal with and dispose of any property;

“(9) to determine its necessary erpenditures
and the manner in which the same shall be in-
curred, allowed, and paid, and to appoint, em-
ploy, and fir and provide for the compensation
and benefits of officers, employees, attorneys,
and agents;

"(10) to borrow funds from the United States
Treasury for startup and operating costs;

“(11) to collect delinquent accounts; and

“(12) to execute instruments, to incur liabil-
ities, and to do any and all other acts and
things as may be necessary or incidental to the
conduct of its business and the exercise of all
other rights and powers granted to the Corpora-
tion by this chapter.

‘fb) EXEMPTION FROM TAXATION.—The Cor-
poration, its property, ils franchise, capital, re-
serves, surplus, and its income (including but
not limited to, any income of any fund estab-
lished under section 9704(f)), shall be erempl
from all tazation now or hereafter imposed by
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the United States (other than tares imposed
under chapter 21, relating to the Federal Insur-
ance Coniributions Act and chapter 23, relating
to the Federal Unemployment Taxr Act) or by
any State or local taring authority, exrcept that
any real property and any tangible personal
property (other than cash and securities) of the
Corporation shall be subject to State and local
taration to the same ertent according to its
value as other real and tangible personal prop-
erty is tared.

“fc) CORPORATION AS AGENCY.—Notwith-
standing section 1349 of title 28 or any other
provision of law—

(1) the Corporation shall be deemed to be an
agency included in sections 1345 and 1442 of
such title 28;

*(2) all civil actions to which the Corporation
is a party shall be deemed to arise under the
laws of the United States, and the district courts
of the United States shall have original jurisdic-
tion of all such actions, without regard to
amount or value; and

“(3) any civil or other action, case or con-
troversy in @ court of a State, or any court other
than a district court of the United States, to
which the Corporation is a party may at any
time before the trial thereaf be removed by the
Corporation to the United States district court
for the district and division embracing the place
where the same is pending, or if there is no such
district court, to the district court of the United
States for the district in which the principal of-
fice of the Corporation is located, by following
any procedure for removal of causes in effect at
the time of such removal. No attachment or exre-
cution shall be issued against the Corporation
or any of its property before final fudgment in
any State, Federal, or other court.

“(d) REPORT TO CONGRESS.—No later than 5
years after the effective date of this chapter, the
Corporation shall present a report to Congress
on its activities, including an evaluation of the
effectiveness of the Corporation in achieving its
goals, and recommending any changes to this
chapter as it considers beneficial. At such time,
Congress shall review the activities and oper-
ations of the Corporation.,

“SEC. 9704. OPERATION OF CORPORATION.

“(a) INVESTIGATORY AUTHORITY.—

‘(1) The Corporation may make such inves-
tigations as it deems necessary to enforce any
provision of this chapter or any rule or regula-
tion thereunder, and may require or permit any
person to file with it a statement in writing,
under oath or otherwise as the Corporation
shall determine, as to all the facts and cir-
cumstances concerning the matter to be inves-

tigated.

“(2) The Corporation shall keep strictly con-
fidential all information received relating to—

“(A) trade secrets or financial or commercial
information perlaining specifically to a given
person, the disclosure of which could cause com-
petitive injury to such person, or

“(B) personnel or medical data or similar
data, the disclosure of which would constitute a
clearly unwarranted invasion of personal pri-
vacy,
unless the portions containing such matters, in-
formation, or data have been ercised, but may
use such information to the ertent necessary to
enforce the premium obligation imposed under
subsection (g).

“(b) DISCOVERY POWERS VESTED IN BOARD OR
DESIGNATED OFFICERS.—For the purpose of any
investigation described in subsection (a), or any
other proceeding under this chapter, the board
or any officer designated by the board, may ad-
minister oaths and affirmations, subpoena wit-
nesses, compel their atltendance, take evidence
and reguire the production of any books, pa-
pers, correspondence, memoranda or other
records which the Corporation deems relevant or
material to the inquiry.
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“(¢) CONTEMPT.—In case of contumacy by, or
refusal to obey, a subpoena issued to any per-
son, the Corporation may invoke the aid of any
court of the United States within the jurisdic-
tion of which such investigation or proceeding is
carried on (or where such person resides or car-
ries on business) in requiring the attendance
and testimony of witnesses and the production
of books, papers, correspondence, memoranda
and other records. The court may issue an order
requiring such person to appear before the Cor-
poration, and to produce records or to give lesti-
mony related to the matter under investigation
or in question. Any failure to obey such order of
the court may be punished by the court as a
contempt thereof. All process in any such case
may be served in the judicial district in which
such person is an inhabitant or may be found.

“fd) COOPERATION WITH GOVERNMENTAL
AGENCIES.—In order to avoid unnecessary er-
pense and duplication of functions among gov-
ernment agencies, the Corporation may make
such arrangements or agreements for coopera-
tion or mutual assistance in the performance of
its functions under this chapter as is practicable
and consistent with law. The Corporation may
utilize the facilities or services of any depart-
ment, agency or establishment of the United
States or of any State or political subdivision of
a State, including the services of any of its em-
ployees, with the lawful consent of such depari-
ment, agency or establishment. The head of
each department, agency or establish t of the
United States shall cooperate with the Corpora-
tion and, to the extent permitted by law, provide
such information and facilities as it may request
Jor ilg assistance in the performance of its func-
tions under this chapter.

‘*(e) CIVIL ACTIONS.—

(1) Civil actions may be brought by the Cor-
poration for appropriate relief, legal or equi-
table or both, to enforce the provisions of this
chapter.

“2) Except as otherwise provided in this
chapter, if an action is brought in a district
court of the Uniled States, it may be brought in
the district where the Corporation is adminis-
tered, where the violation took place, or where
a defendant resides or may be found, and proc-
ess may be served in any other district where a
defendant resides or may be found.

“(3) The district courts of the United States
shall have jurisdiction of actions brought by the
Corporation under this chapter without regard
to the amount in controversy in any such ac-
tion.

“(4)(A) An action under this subsection may
not be brought after the later of—

“(i) 6 years after the date on which the cause
of action arose; or

*'(ii) 3 years after the applicable date specified
in subparagraph (B).

*(B) The applicable date specified in this sub-
paragraph is the earliest date on which the Cor-
poration acquired or should have acquired ac-
tual knowledge of the eristence of such cause of
action.

“(C) For purposes of this paragraph, in an ac-
tion by the Corporation to collect premiums due
under this chapter, the cause of action shall be
treated as having arisen no earlier than the
date on which the premium was due.

‘“(5) In any action brought under this chap-
ter, whether to collect premiums, penalties (in
the amount determined by the Corporation,
which shall be no greater than the greater of in-
terest on the unpaid premium or 20 percent of
the amount of the unpaid premiuwm), or interest
(at the rate determined by the Corporation) or
for any other purpose, in which a judgment in
favor of the Corporation is awarded, the court
shall award the Corporation its costs and rea-
sonable counsel fees.

‘“(f) ESTABLISHMENT OF COAL INDUSTRY RE-
TIREE BENEFIT FUND.—

March 10, 1992

(1) Except as provided in paragraph (2), the
Corporation shall establish a Coal Industry Re-
liree Benefit Fund (hereafter in this chapter re-
ferred to as the ‘Fund’). All amounts received by
the Corporation shall be deposited in the Fund,
and all erpenditures made by the Corporation
shall be made out of the Fund.

“(2) The Corporation shall transfer to the Sec-
retary of the Treasury for deposit in the general
Jund of the Treasury of the United States any
portion of the premiums received under sub-
section (g) which are allocable lo the portion of
such premiums which are imposed to offset Fed-
eral revenue losses by reason of deductions
being allowed under chapter 1 with respect to
such premiums.

“(3) Except as otherwise provided in this
chapter, the balance of the Fund shall at any
time consist of the aggregate at such time of the
following items:

““(A) Cash on hand or on deposit.

‘“CB) Amounts invested in United States Gov-
ernment or agency securities.

‘“(g) IMPOSITION OF PREMIUM PAYMENT OBLI-
GATION.—

‘“(1)(A) There is hereby imposed on each per-
son that produces bituminous coal for use or for
sale the obligation to pay to the Corporation an
hourly premiwm equal to—

‘i) in the case of bituminous coal produced in
an eastern State, 99 cents on each hour worked
in coal production work by such person's em-
ployees, or

“(ii) in the case of bituminous coal produced
in a western State, 15 cents on each hour
worked in coal production work by such per-
son's employees.

““(B)(i) There is hereby imposed on bituminous
coal imported to the United States, for use or for
sale, a per-ton premium obligation to be paid to
the Corporation. Such premium is intended to be
equivalent to the premium imposed on domesti-
cally produced bituminous coal.

*'(ii) The amount of the per-ton premium shall
be the tonnage eguivalent of the hourly pre-
mium imposed pursuant to subparagraph (A).
The initial amount of the per-ton premium shall
be 25 cents per ton of coal imported to the Unit-
ed States for use or sale.

“'(iii) For purposes of this subparagraph, the
‘tonnage equivalent’ shall mean a premium rate
assessed upon each ton of coal imported to the
United States that is equivalent to the hourly
premium, based upon typical productivity as de-
termined under rules established by the Cor-
poration. Prior lo the establishment of such
rules, the tonnage equivalent to the hourly pre-
mium shall be the percentage of the hourly pre-
mium specified by the Corporation.

“fiv) In the event an importer of bituminous
coal has reason to believe that the amount of
the tonnage equivalent determined pursuant to
the preceding clauses does not accurately reflect
the actual productivity involved in producing
coal, such importer may provide evidence to the
Corporation demonstrating such inaccuracies.
The Corporation shall reevaluate the tonnage
equivalent premium amount for the complaining
importer, and shall take such evidence into ac-
count.

““(v) For purposes of this subparagraph, the
term ‘ton’ means 2,000 pounds, and the term
‘United States’ means any State of the United
States, the District of Columbia, Puerto Rico,
the Virgin Islands, American Samoa, Guam,
Wake Island, the Canal Zone, and the Outer
Caontinental Shelf lands defined in the Outer
Continental Shelf Lands Act (43 U.S.C. 1331-
1343).

“(C)(i) In addition to the amounts specified in
subparagraphs (A) and (B), each last signatory
operator and each other employer referred to in
this subparagraph shall pay to the Corporation
an annual per beneficiary premium. The
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amount of the annual per beneficiary premium
shall be product of the total number of orphan
miners, spouses, surviving spouses, and depend-
ents (determined under section 9711) attributable
to such last signatory operator or employer and
the per beneficiary premium as calculated in
clause (iii).

“(ii) For purposes of this subparagraph, an
orphan miner (and his spouse, surviving spouse
and dependents) shall be attributable—

“(I) to an employer if his employment with
such employer resulted in his eligibility under
section 9711¢(b)(1)(E); or

“(II) to a last signatory operator meeting the
conditions described in section 9723(6) with re-
spect to such orphan miner.

“(iti)(1) The Corporation shall establish the
amount of the per beneficiary premium each
year, which shall be equal to the gquotient of the
projected cost of operating the Corporation dur-
ing the succeeding year divided by the total
number of orphan miners, spouses, surviving
spouses, and dependents receiving benefits dur-
ing the current year. In projecting the cost of
operating the Corporation, the anticipated bene-
fit experience and administrative expenses as a
whole, and amounts needed to eliminate any ac-
cumulated deficit, shall be taken into account.

*(11) The Corporation shall have the power to
adjust the amount of the annual per beneficiary
premium where necessary to take into account
unanticipated changes in the cost of the operat-
ing the Corporation, unanticipated changes in
the nuwmber of orphan miners, spouses, surviving
spouses, and dependents attributable to the last
signatory operator or employer, or both.

(111} As of the date any per beneficiary pre-
mium obligation is due under this subpara-
graph, the persons described in section 9723(5)
(B) and (C) with respect to any last signatory
operator or employer shall be treated as such
last signatory operator or employer, and shall be
jointly and severally liable for such obligation.

“(iv) A last signatory operator shall have no
liability under this subparagraph if—

(1) as of November 5, 1990, and for all periods
thereafter, such last signatory operator, and the
persons described in section 9723(5) (B) and (C)
with respect to such last signatory operator,
have ceased all involvement in the mining, pro-
duction, preparation, marketing, sale, distribu-
tion, transportation, leasing or licensing of coal;
and

“(1I) such last signatory operator, and the

persons described in section 9723(5) (B) and (C)
with respect to such last signatory operator,
were, in the aggregate, involved in the produc-
tion of fewer than 50,000 tons of coal during
each of the 3 years immediately preceding the
cessation of such involvement.
The limitation of liabilily set forth in the pre-
ceding sentence shall cease to apply at any time
that a last signatory operator, or any persons
described in section 9723(5) (B) and (C) with re-
spect to such last signatory operator, ceases lo
meet the conditions described in subclause (I).

“(v) The annual per beneficiary premium
shall be payable in equal monthly installments,
due by the tenth day of each month. In no event
shall a last signatory operator be obligated to
pay a per beneficiary premium for an individual
Jor any month for which the last signatory oper-
ator has paid its reguired assessment for such
individual under section 9713(d).

“(vi) A last signatory operator shall have no
liability under this subparagraph if as of Janu-
ary 1, 1992, and for all periods thereafter, such
last signatory operator and the persons de-
scribed in section 9723(5) (B) and (C) with re-
spect to such last signatory operator, have
ceased all involvement in the production, sale,
distribution, transportation, or use in processes
Sfor producing products of the operator and such
persons, of bituminous or sub-bituminous coal

CONGRESSIONAL RECORD—SENATE

(other than the sale or leasing of any interest in
coal reserves).

“(2)(A) In the event that a person required to
make payments under paragraph (1) fails to do
50, the Corporation shall assess liability against
the person, based upon the Corporation’s esti-
mate of the person’s liabilily.

“{B) No later than 90 days after the assess-
ment of liability by the Corporation, the person
may request administrative review of the Cor-
poration’s assessment, in accordance with pro-
cedures adopted by the Corporation.

“(C) Notwithstanding the pendency of admin-
istrative review of any assessment of liability,
the person shall, no later than 30 days after the
assessment of such liability, pay all amounts re-
quired by the assessment in accordance with
any payment schedule applied by the Corpora-
tion. In the event a person fails to make such
payments, all amounts owed by the person shall
become immediately due and payable.

‘(D) In the event the person that has made
payments in accordance with subparagraph (C)
is ultimately determined, in accordance with
subparagraph (B), to have paid in excess of the
amounts actually due, the person shall receive a
refund of such excess amounts, with interest.

‘(3) The Corporation shall have the power to
adjust the amount of the premiums imposed
under subparagraphs (A)i) and (B) of para-
graph (1) where necessary to enable the provi-
sion of benefits under section 9712. Any such ad-
Justment shall reflect the reduction in Federal
revenues by reason of deductions being allowed
under chapter 1 with respect to such premiums.

“{4) Premiums owed under subparagraphs (A)
and (B) of paragraph (1) shall be due on the
tenth day of each calendar month immediately
following the month in which the coal is pro-
duced or imported, and shall be paid to the Cor-
poration in accordance with forms and sched-
ules promulgated by the Corporation.

“(5) The premiwm obligation imposed under
this section shall take effect on the date of the
enactment of this chapter. Premiums paid under
this section shall be deemed to be fully deduct-
ible under this title without regard to any limi-
tation on deductibility set forth in this title.

*(6) For purposes of this subseclion—

*(A) the term ‘bituminous coal’ means coal
classified as bituminous coal according to the
publication of the American Society for Testing
and Materials under the title ‘Standard Classi-
fication of Coals by Rank’ (ASTM D 388-91a),
as in effect on the date of the enactment of this
chapter, and

“(B) the term “'Eastern States" includes Ala-
bama, Connecticut, Delaware, the District of
Columbia, Florida, Georgia, Hllinois, Indiana,
Kentucky, Maine, Maryland, Massachusetis,
Michigan, Mississippi, New Hampshire, New
Jersey, New York, North Carolina, Ohio, Penn-
sylvania, Rhode Island, South Carolina, Ten-
nessee, Vermont, Virginia, West Virginia, and
Wisconsin, and

“(C) the term “Western States" includes Alas-
ka, Arizona, Arkansas, California, Colorado,
Hawaii, Idaho, lowa, Kansas, Louisiana, Min-
nesota, Missouri, Nebraska, Nevada, New Mezx-
ico, North Dakota, Oklahoma, Oregon, South
Dakota, Teras, Utah, Washington, and Wyo-
ming.

“Subchapter B—Eligibility for and Payment
of Benefits
Eligibility; orphan miners.
Payment of benefits.
Establishment of Coal Industry 1991

Benefit Fund.

Obligation of last signatory operator
to provide benefils to retirees.

Transition benefits; premium non-
payment; transfers between 1991
Fund and Corporation.

9711.
9712,
9713.

“Sec.
““Sec.
“Sec.
“Sec, 9714.

“*Sec. 9715.
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“SEC. 9711, ELIGIBILITY; ORPHAN MINERS.

‘“(a) IN GENERAL.—Any person who is an or-
phan miner, as defined in subsection (b), or who
meets the conditions set forth in subsection (c),
shall be eligible to receive benefits provided by
the Corporation pursuant to section 9712, except
that no person shall be eligible to receive bene-
fits from the Corporation because of a failure to
receive benefits resulting from a temporary labor
dispute.

*“(b) ORPHAN MINER STATUS.—For purposes of
this section—

(1) An orphan miner is any person who—

“(A)i) as of the date of enactment of this
chapter, was eligible to receive benefits as a re-
tiree from a plan described in section 9721(d) (or,
but for the enactment of this chapter, would be
eligible to receive benefits as a retiree from the
plan described in section 9721(d)(2)(A4)), and

“*(ii) is not receiving benefits as a retiree from
a plan described in section 9721(d) or from the
plan established pursuant to section 9713;

‘“(B) is not described in subparagraph (A), but
was eligible to receive benefits as a retiree from
the plan established pursuant to section 9713
and is not receiving benefits from such plan;

*(C)(i) is receiving a pension from the defined
benefit pension plan maintained pursuant to the
agreement described in section 9723(7) (other
than the plan described in section 9721(c)),

‘'(ii) but for the enactment of this chapter,
would be eligible to receive medical benefits as a
retiree as of February 1, 1993, from the plan de-
scribed in section 9721(d)(2)(B), and

“*(iii) is not receiving medical benefils as a re-
tiree from the plan described in section
9721(d)(2)(B) or from any other plan;

*(D)(i) is receiving a pension from the defined
benefit pension plan maintained pursuant to the
agreement described in section 9723(7) (other
than the plan described in section 9721(c));

‘“(ii) as of February 1, 1993, had earned 20
years of credited service under such plan;

“'(iii) is at any time after beginning to receive
such pension not receiving retiree medical bene-
fits equal to the benefils in effect at that time
under the plans described in section 9712(b)(3);
and

"'(iv) meels the eligibility requirements for re-
tiree medical benefits then in effect under such
plans; or

“(E)(1) was eligible as a result of coal produc-
tion work performed in the bituminous, sub-bi-
tuminous or lignite coal industry to receive re-
tiree medical benefits from a health care plan
that met the requirements of subparagraphs (D)
and (E) of paragraph (2);

*(ii) initially ceased to receive retiree medical
benefits on or after the date of enactment of this
chapter, despite continued eligibility therefore;

‘(iii) had been receiving such benefits from a
plan that had been in eristence for at least 3
years prior to the cessation of benefits; and

“fiv) was included in a category of retirees
that had been eligible to receive benefits for at
least 3 years prior to the cessation of benefits.

*(2) For purposes of paragraph (1)(E), the fol-
lowing rules shall apply:

“(A) Eligibility is continuing where benefits
ceased incident to an employer’s cessation of op-
erations, but is not continuing where benefits
ceased pursuant to a lawful termination or
modification of o plan (under circumstances
other than a cessation of operations).

“{B) In the case of any individual who has 20
years of credited service under a defined benefit
pension plan maintained pursuant to the agree-
ment described in section 9723(7), or who was
otherwise eligible to receive retiree medical bene-
fits from a single employer health care plan pur-
suant to a coal wage agreement, all health care
plans in which such individual was a partici-
pant during a period of such credited service or
during such period of eligibility shall be taken
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into account in determining whether the 3-year
tests have been met.

“(C) In the case of an employer that estab-
lished a new health care plan as a replacement
for a prior plan, such prior plan shall be taken
into account in determining whether the 3-year
tests have been met.

‘(D) A health care plan meets the require-
ments of this subparagraph if the employer
maintaining the plan, a labor organization rep-
resenting the employees of the employer, or an
employee of the employer submits a copy of the
plan to the Corporation within 180 days from
the later of—

‘(i) the date of establishment of the plan; or

‘*(ii) the date of enactment of this chapter.

‘YE) A health care plan meets the require-
ments of this subparagraph if the employer
maintaining the plan, a labor organization rep-
resenting the employees of the employer, or an
employee of the employer submits a copy of any
amendment or modification to the plan to the
Corporation within 180 days from the later of—

‘(i) the date of such amendment or modifica-
tion; or

*“(ii) the date of enactment of this chapter.

*(c) ELIGIBILITY OF SPOUSES AND DEPEND-
ENTS.—

‘(1) A spouse, surviving spouse or dependent
of an orphan miner or a deceased coal miner
meets the conditions of this section if such indi-
vidual was eligible to receive benefits from a
plan described in section 9721(d) as of the date
of enactment of this chapter, and is not receiv-
ing benefits from that plan or from the plan es-
tablished pursuant to section 9713,

“(2) A spouse, surviving spouse or dependent
of an orphan miner or a deceased coal miner
meets the conditions of this section if such indi-
vidual is not deseribed in paragraph (1), but
was eligible to receive benefits from the plan es-
tablished pursuant to section 9713 and is not re-
ceiving benefits from such plan.

‘“43) In the case of any spouse, surviving
spouse or dependent of an orphan miner de-
scribed in subsection (b)(1)(A) or (b)(1)(C) of this
section, eligibility shall be based upon the rules
set forth in the plans described in section
9721(d) as of the date of enactment of this chap-
ter. In the case of any spouse, surviving spouse
or dependent of an orphan miner described in
subsection (b)(1)(D), eligibility shall be based
upon the rules set forth in individual employer
plans maintained pursuant to the agreement de-
seribed in section 9723(7) on the date that the
orphan miner first became eligible for benefils
from the Corporation. In all other cases, eligi-
bility shall be based upon the rules of the plan
that was or would have been applicable to the
orphan miner or deceased coal miner for the 3-
year period preceding eligibility for benefits
Jrom the Corporation. The Corporation is au-
thorized to promulgate regulations consistent
with this paragraph establishing the eligibility
of other spouses, surviving spouses and depend-
ents of orphan miners or deceased coal miners
for health benefits.

““(d) REENROLLMENT OF ORPHAN MINERS AND
BENEFICIARIES.—The Corporation and the joint
board of trustees of the plan established pursu-
ant to section 9713 shall cooperate to review the
eligibility of individuals under this section.
Pending such review, any individual receiving
benefits from a plan described in section 9721(d)
as of the date of enactment of this chapter shall
be presumed to meet the first part of the eligi-
bility' tests of subsections (b)(1)(A) and (c)(1).
However, no individual shall be considered eligi-
ble to receive benefils provided by the Corpora-
tion unless a determination is made that such
individual in fact met or meets all eligibilily re-
quirements necessary to receive benefits as re-
quired under subsection (b) or (c). No individual
shall be eligible under subsection (b)(1)(A) or
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(c)(1) if such individual was finally determined
to be ineligible to receive benefits from a plan
described in section 9721(d) prior to the date of
enactment of this chapter.

“SEC. 9712. PAYMENT OF BENEFITS.

*(a) IN GENERAL—The Corporation shall pro-
vide medical benefits to orphan miners, their
spouses, surviving spouses and dependents, who
meet the eligibility requirements of section 9711,
and shall provide coverage for death benefits to
orphan miners eligible for such benefits. The
board shall establish schedules of benefits appli-
cable to classes of orphan miners, their spouses,
surviving spouses and dependents, in accord-
ance with this section. All benefit obligations of
the Corporation shall be contingent upon the
continued imposition of an hourly premium pay-
ment obligation as specified in section
9704(g)(1)(A).

“‘(b) BENEFIT LEVELS.—

“(1) An orphan miner eligible for benefits pur-
suant to section 9711(b)(1)(A) or 9711(b)(1)(C)
shall be entitled to benefit coverage that is sub-
stantially the same as (but not exceeding) the
coverage provided by the plans described in sec-
tion 9721(d) as of the date of enactment of this
chapter, and shall be subject to all limitations of
such coverage. Such orphan miner shall also be
eligible for death benefits, which shall be equal
to the death benefits provided as of the date of
enactment of this chapter under the plan de-
scribed in section 9721(c).

“(2) An orphan miner eligible for benefits pur-
suant to section 9711(b)(1)(B) or 9711(b)(1)NE)
shall be entitled to a level of benefits and benefit
coverage that is substantially the same as (but
not exceeding) the retiree benefil coverage appli-
cable to him immediately preceding his eligibility
for benefits from the Corporation, and shall be
subject to all limitations of such coverage. Not-
withstanding the foregoing, the following rules
shall apply:

“(A) The level of benefits and benefit coverage
provided under this paragraph shall not exceed
that which is provided under paragraph (1) of
this subsection.

‘CB) In determining the retiree benefit cov-
erage applicable to an orphan miner for pur-
poses of this paragraph, the Corporation shall
disregard any increases or decreases in benefits
or benefit coverage that were in effect for fewer
than 3 years preceding the orphan miner's eligi-
bility for benefits from the Corporation, except
that—

“(i) any death benefit applicable to an orphan
miner as a result of 1991 amendments to the
agreement described in section 9723(7) shall not
be disregarded, and

*'(ii) increases or decreases in benefits or bene-
fit coverage that were the subject of a collective
bargaining agreement shall not be disregarded.

*'(3) An orphan miner eligible for benefits pur-
suant to section 9711(b)(1)(D) shall be entitled to
a level of benefils and benefit coverage equiva-
lent to the level of benefits and benefit coverage,
if any, provided wunder individual employer
plans maintained pursuant to the agreement de-
scribed in section 9723(7) on the date that the
orphan miner first became eligible for benefits
from the Corporation, and shall be subject to all
limitations of such coverage.

"(4) An individual eligible for benefits pursu-
ant to section 9711(c) shall be entitled to medical
benefit coverage that does not exceed the medi-
cal benefit coverage that is or would have been
applicable to the coal miner through whom the
individual claims eligibility, and the individual
shall be subject to all limitations of such cov-
erage.

''(5) The Corporation may make increases to
its schedules of benefits that are desirable for ef-
Jiciency of administration, except that such ad-
Jjustments to benefits may not result in an in-
crease in cost to the Corporation or an increase
in any premium under section 9704(g).
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““(6) Notwithstanding any other provision of
law, to the ertent a participant or beneficiary
who is eligible for benefits from the Corporation
is also eligible for benefits under title XVIII or
XIX of the Social Securily Act, or under any
other plan maintained by a State or the Federal
Government or any agency or subdivision there-
of, or pursuant to any State or Federal law in
existence on the date of enactment of this chap-
ter or thereafter enacted, benefits under such ti-
tles or under such other plan shall be considered
to be primary to benefits provided by the Cor-
poration, and shall be provided without regard
to any benefits provided by the Corporation. In
such case, the benefits provided by the Corpora-
tion shall be reduced so that the total benefits
paid from all sources shall not exceed the total
allowable expense for the covered good or serv-
ice.

‘() MANDATORY MANAGED CARE.—The Cor-
poration shall develop managed care rules
which shall be applicable to the payment of ben-
efits under this section. The rules shall preserve
freedom of choice while reinforcing managed
care network use by allowing a point of service
decision as to whether a network medical pro-
vider will be used. Major elements of such rules
shall include, but not be limited to—

“(1) implementing formulary for drugs and
subjecting the prescription program to a rigor-
ous review of appropriate use;

“(2) obtaining a unit price discount in ex-
change for patient volume and preferred pro-
vider status, with the amount of the potential
discount varying by geographic region,

“(3) limiting benefit payments to physicians to
the medicare allowable charge, while protecting
beneficiaries from balance billing by providers;

“'(4) utilizing Medicare’s ‘appropriateness of
service' protocols in the claims payment func-
tion where they are more stringent;

“(5) creating mandatory utilization review
(UR) procedures, but placing the responsibility
to follow such procedures on the physician or
hospital, not the beneficiaries;

“(6) selecting the most efficient physicians
and state-of-the-art utilization management
technigques, including ambulatory care tech-
niques, for medical services delivered by the
managed care network; and

“(7) utilizing a managed care network pro-

vider system as practiced in the health care in-
dustry at the time medical services are needed
(point-of-service) in order to receive marimum
benefits available under this section.
Any managed care or cost containment program
shall have as its primary goal the provision of
quality medical care. In no event shall any such
program result in the reduction of the quality of
care provided to participants and beneficiaries
consistent with sound medical practice.

“(d) EFFECTIVE DATE.—Benefits shall be pay-
able under this section as of January 1, 1992.
Pursuant to section 9715, the Corporation shall
pay the trustees of the plans described in section
9721(d) and the plan established pursuant to
section 9713 for all benefit and administrative
costs erpended with respect to eligible orphan
miners, spouses, surviving spouses and depend-
ents, from the effective date to the date that
such individuals are transferred to the Corpora-
tion.

*(e) BLECTIVE COVERAGE.—

(1) An employer may elect to provide retire-
ment health coverage to its employees by meet-
ing the following conditions: 1 »

“(4) The employer must employ workers in
the coal industry.

“(B) The employer agrees to pay an annual
premium, as determined by the Corporation, suf-
ficient to provide retirement health coverage to
all of its employees who perform classified work
as determined under the agreement described in
section 8723(7), or any successor agreement, who
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have worked a total of 20 years, including both
service with that employer, service for any other
employer described in this subsection, and serv-
ice for any other employer that is credited for
purposes of eligibility by a plan described in sec-
tion 404(c).

*(C) The employer is not currently obligated
by a collective bargaining agreement to make
contributions to the plan established pursuant
to section 9713.

‘(D) The employer’s election, once made, is ir-
revocable.

“(2) Upon the retirement of an employee of an
employer described in paragraph (1), with 20 or
more years of service, upon such terms and con-
ditions as established by the Corporation, such
employee and his or her dependents shall receive
benefits, upon such terms and conditions as de-
termined by the Corporation.

“SEC. 9713. ESTABLISHMENT OF UNITED MINE
WORKERS OF AMERICA 1991 BENEFIT
FUND.

“(a) MERGER OF RETIREE BENEFIT PLANS.—

“(1) As soon as practicable after the enact-
ment of this chapter, and in no event later than
60 days, the settlors of the plans described in
section 9721(d) shall cause such plans to be
merged, and shall appoint a joint board of trust-
ees to manage the operation and administration
of the merged plan. The merged plan shall be
known as the United Mine Workers of America
1991 Benefit Fund (hereinafter referred to as the
‘1991 Fund'). The 1991 Fund shall be an em-
ployee welfare benefit plan within the meaning
of section 3(1) of the Employee Retirement In-
come Security Act of 1974 (29 U.S.C. 1002(1)) and
a multiemployer plan within the meaning of sec-
tion 3(37) of such Act (29 U.S.C. 1002(37)).

“(2) The settlors shall design the structure
and administration of the 1991 Fund. The set-
tlors may at any lime and Jfor any reason
change the number and identity of the members
comprising the board of trustees of the 1991
Fund.

“(b) ELIGIBILITY.—

“(1) The following individuals shall be eligible
to receive benefits from the 1991 Fund:

“'(A) Any individual who, as of the date of en-
actment of this chapter, was eligible to receive
benefits from the plan described in section
721(d)(2)NA) (or who, but for the enactment of
this chapter, would be eligible for benefits from
such plan), and with respect to whom the last
signatory operator is and remains signatory to
an agreement that is described in section 9723(7)
or that contains provisions relating lo pension
and health care benefits that are the same as
those contained in such agreement.

‘“(B) Any individual who retired from classi-
fied employment under an agreement that is de-
seribed in section 9723(7) or that contains provi-
sions relating to pension and health care bene-
fits that are the same as those contained in such
agreement, and any spouse, surviving spouse or
dependent of such retiree, with respect to whom
the last signatory operator makes an election
prior to February 1, 1993, lo pay premiums to
the 1991 Fund for such benefits and is and re-
mains signatory to an agreement that is de-
scribed in section 9723(7) or that contains provi-
sions relating to pension and health care bene-
fits that are the same as those contained in such
agreement. Any election made pursuant to this
subparagraph must cover, at a minimum, all of
the last signatory operator's retirees who retired
from classified employment as of February 1,
1993.

“(2) No individual shall be eligible under sub-
paragraph (A) of paragraph (1) unless the joint
bhoard of trustees of the 1991 Fund determines
that such individual in fact met all eligibilily re-
quirements of the plan described in section
9721(d)(2)( A) as of the date of enactment of this
chapter. Any individual who was finally deter-
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mined lo have been ineligible for benefils from a
plan described in section 9721(d)(2)(A) prior to
such date of enactment shall be ineligible under
subparagraph (A) of paragraph (1).

“‘(c) BENEFITS.—

‘(1) Except as otherwise provided in this sub-
section, health care benefits provided under the
1991 Fund shall be identical to the benefits pro-
vided under the plans described in section
9721(d). The 1991 Fund shall provide coverage
for death benefits to retirees, equal to the death
benefits provided under the plan described in
section 9721(c).

(2) The joint board of trustees of the 1991
Fund shall develop managed care rules, subject
to section 9714(b), which shall be applicable to
the payment of benefits under this section. The
rules shall preserve freedom of choice while rein-
forcing managed care network use by allowing a
point of service decision as to whether a net-
work medical provider will be used. The board
of trustees shall permit any last signatory oper-
ator subject to section 9714 to ulilize the man-
aged care and cost conlainment rules and pro-
grams developed pursuant to this paragraph, at
the election of such last signatory operator.
Major elements of such rules shall include, but
not be limited to—

‘“(A) implementing formulary for drugs and
subjecting the prescription program to a rigor-
ous review of appropriate use;

“(B) obtaining a unit price discount in er-
change for patient volume and preferred pro-
vider status, with the amount of the potential
discount varying by geographic region;

‘(C) limiting benefit payments to physicians
to the medicare allowable charge, while protect-
ing beneficiaries from balance billing by provid-
ers;

(D) utilizing medicare's ‘appropriateness of
service' protocols in the claims payment func-
tion where they are more stringent;

‘“(E) creating mandatory utilization review
(UR) procedures, but placing the responsibility
to follow such procedures on the physician or
hospital, not the beneficiaries;

"(F) selecting the most efficient physicians
and state-of-the-art wutilization management
technigues, including ambulatory care tech-
nigues, for medical services delivered by the
managed care network; and

“(G) utilizing a managed care network pro-

vider system as practiced in the health care in-
dustry at the time medical services are needed
(point-of-service) in order to receive marimum
benefits available under this section.
Any managed care or cost containment program
shall have as its primary goal the provision of
quality medical care. In no event shall any such
program result in the reduction of the quality of
care provided to participants and beneficiaries
consistent with sound medical practice.

*(3) Notwithstanding any other provision of
law, to the ertent a participant or beneficiary
who is eligible for benefits from the 1991 Fund is
also eligible for benefits under title XVIII or
XIX of the Social Security Act, or under any
other plan maintained by a State or the Federal
Government or any agency or subdivision there-
of, or pursuant to any State or Federal law in
eristence on the date of enactment of this chap-
ter or thereafter enacted, benefits under such ti-
tles or under such other plan shall be considered
to be primary to benefits provided by the 1991
Fund and shall be provided without regard to
any benefits provided by the 1991 Fund. In such
case, the benefits provided by the 1991 Fund
shall be reduced so that the total benefits paid
Jrom all sources shall not exceed the total allow-
able expense for the covered good or service.

“*(d) ASSESSMENTS.—

(1) As of November 30 of each plan year, the
joint board of trustees of the 1991 Fund shall set
a monthly assessment for each person required
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to pay assessments pursuant to paragraph (2).
The monthly assessment for each such person
shall be equal to Yz of the product of—

“(A) the projected cost of operating the 1991
Fund during the succeeding plan year (less any
assets received from a plan described in section
9721(c) and any other surplus assets) divided by
the number of participants and beneficiaries for
the current plan year; and

‘“(B) the projected number of the 1991 Funds’

eligible participants and beneficiaries atirib-
utable to such person, determined as of the
nearest November 1,
In projecting the cost of operating the 1991
Fund, the board of trustees shall take into ac-
count the anticipated benefit experience and ad-
ministrative expenses of the 1991 Fund as a
whole, and amounts needed to eliminate any ac-
cumulated deficit. The monthly assessment de-
termined under this paragraph shall be verified
by an independent auditor, and shall continue
in effect for each month of the succeeding plan
year, except that the joint board of trustees
shall determine a monthly assessment for any
new contributor or other person for whom a
monthly assessment has not been established,
and a revised monthly assessment for any last
signatory operator that makes the eleclion de-
scribed in subsection (b)(1)(B) and with respect
to which new participants and beneficiaries be-
come eligible for benefits. Any new monthly as-
sessment or revised monthly assessment shall be
based upon the number of projected participants
and beneficiaries attributable to the contributor
as of the dale the new or revised assessment is
made. Each person required to pay assessments
pursuant to paragraph (2) shall continue to pay
to the plans described in section 9721(d) the con-
tributions required under the applicable coal
wage agreement, until the first month for whick
the assessment described in this paragraph in
set. In no event shall a person required to pay
assessments pursuant to paragraph (2) be re-
quired to make any payment to the 1991 Fund
for the same period for which a contribution to
a plan described in section 9721(d) is required.

“(2) Each last signatory aoperator with respect
to any person described in subsection (b)(1)(A),
and each last signatory operator with respect to
any person described in subsection (b)(1)(B) that
has agreed to provide benefits coverage through
the 1991 Fund, shall pay to the 1991 Fund for
each month the assessment determined by the
joint board of trustees pursuant to paragraph
(1). The assessments paid under this section
shall be deemed to be fully deductible under this
title without regard to any limitation on deduct-
ibility set forth in this title.

“(3) Either of the settlors shall have the right
to audit the accounts, books and records, and
operation of the 1991 Fund, at any time and for
any . UPON T ble notice to the joint
board of trustees. The joint board of trustees
shall cooperate fully with the settlors in connec-
tion with any such audit and shall make avail-
able appropriate personnel and records deemed
necessary by the auditors for inspection and
copying at reasonable times and places.

“(4) Each last signatory operator obligated to
pay assessments to the 1991 Fund pursuant to
paragraph (2) shall be bound by all of the provi-
sions of the plan and trust documents establish-
ing and governing the 1991 Fund.

“(5) As of the date any assessment owed
under this subsection is due, the persons de-
scribed in section 9723(5) (B) or (C) with respect
to any last signatory operator shall be treated
as such last signatory operator and shall be
jointly and severally liable for such assessment.

““(e) EXCLUSIVE OBLIGATION.—Except as pro-
vided in this chapter, no employer that was a
signatory to the 1978 or any subseguent coal
wage agreement and that had an obligation to
provide health care benefits to coal mine retirees
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shall be obligated to provide benefits to individ-
uals covered by the plans described in section
9721(d), or to make contributions to any plan
described in seclion 9721(d), or to the 1991 Fund,
with respect to work performed or coal mined
after the date of enactment of this chapter, or to
pay withdrawal liability to a plan described in
section 9721(d) as a result of the change in the
contribution obligation required by this chapter.
“SEC. 9714. OBLIGATION OF LAST SIGNATORY OP-
ERATOR TO PROVIDE BENEFITS TO
RETIREES.

(@) DURATION OF OBLIGATION.—The last sig-
natory operator of any individual receiving re-
tiree health care benefits as of February 1, 1993
(including retiree, spouse, surviving spouse and
dependent benefits) from an individual employer
plan maintained pursuant to a coal wage agree-
ment (or who has applied for such benefits as of
February 1, 1993, and has met every eligibility
requirement for such benefits as of such date)
shall provide retiree health care benefits to such
individual equal to the benefits required to be
provided by such last signatory operator’s indi-
vidual employer plan as of January 1, 1992, as
limited by any managed care or cost contain-
ment rules of the type described in sections
9712(c) and 9713(c)(2), and subject to subsection
(b), for as long as the last signatory operator re-
mains in business. The erxistence, level and du-
ration of benefits provided to a last signatory
operator's former employees (and their spouses,
surviving spouses and dependents), other than
those described in this subsection, who are or
were covered by a coal wage agreement, shall
only be as determined by and subject to collec-
tive bargaining or lawful unilateral action, ex-
cept that this subsection shall not be construed
to impair the eligibility of any individual de-
scribed in section 9711(b)(1)(D) for the benefit
coverage described in section 9712(b)(3).

‘() MANAGED CARE PROVIDER SYSTEM QUAL-
ITY CONTROL.—Any managed care provider sys-
tem adopted by a last signatory operator as per-
mitted under subsection (a), or by the joint
board of trustees of the 1991 Fund, pursuant to
section 9713(c)(2), shall be subject to the follow-
ing requirements of this subsection:

(1) The settlors shall establish a medical peer
review panel, which shall determine standards
of quality for managed care provider systems.
Standards of guality shall include accessibility
to medical care, taking into account that acces-
sibility requirements may differ depending upon
the nature of the medical need. Each settlor
shall have the power to appoint and remove 2
individuals who shall serve on the panel. A
panel member shall be either a medical practi-
tioner k dgeable in l care, or an in-
dividual who is expert in managed care.

‘“(2) Each last signatory operator and the
joint board of trustees of the 1991 Fund shall
submit a description of any managed care pro-
vider system to the panel prior to implementa-
tion of the system, and shall, on the same date
or prior to such submission, provide notice of
the submission to the participants of the af-
fected employee benefit plan or plans. The last
signatory employer or the joint board of trustees
may implement the proposed system on a provi-
sional basis on or after the 120th day after the
submission to the panel, unless the panel issues
a preliminary determination that the system has
not been shown to meet the requisite standards.
The requirements of this paragraph shall not
apply to a last signatory operator electing to
utilize the managed care provider system estab-
lished by the 1991 Fund if the panel has issued
a favorable determination for such system.

“(3)(A) Upon receipt of a submission by a last
signatory operator or by the joint board of trust-
ees, the panel shall conduct a preliminary exam-
ination of the managed care provider system. In
the event that the preliminary review reveals a
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Jailure to show compliance with established
standards such that provisional implementation
by a last signatory operator or by the joint
board of trustees may be detrimental to partici-
pants subject to the system, the panel shall,
within 120 days of the submission, issue a pre-
liminary determination that the system has not
been shown to meet the requisite standards.

“(B) Within 240 days from the date of any
submission, the panel shall issue a final deter-
mination of whether the system has been shown
to meet the established standards of quality. In
the event of a negative determination, the panel
shall list specific steps that may be taken by the
last signatory operator or by the joint board of
trustees to qualify the system under the estab-
lished standards.

“(C) The first-named settlor in section 9723(8)
shall have the authority to review submissions
made under paragraph (2), and to designate the
order in which such submissions shall be consid-
ered by the panel.

‘D) In the event that the members of the
panel deadlock on a determination to be made
under this paragraph, they shall, by majority
vote, appoint a neutral person, who would be
qualified to serve as a panel member, to break
such deadlock.

“(4) In the event of a negative determinalion
by the panel, the last signatory operator shall
have the options described in subparagraph (A),
(B), or (C), and the joint board of trustees shall
have the options described in subparagraphs (A4)
and (B):

“(A) implementing the specific steps outlined
by the panel pursuant to paragraph (3);

"(B) consistent with the requirements of this
subsection, establishing a new managed care
provider system that meets the requisite sltand-
ards; or

‘(C) electing to utilize the managed care pro-
vider system established by the 1991 Fund if the
panel has issued a favorable determination for
such system.

'(5) The panel shall develop rules for the peri-
odic review of determinations made, except that
reviews shall be no more frequent than once
every 3 years; and for the reconsideration of
any prior determination upon a showing that
the managed care provider system does not or
has ceased to meet the established standards.
The panel may take into account writlen com-
plaints received from affected participants and
beneficiaries, but the authorily of the panel
shall be limited to determining the continued
qualification of a managed care provider system
under the established standards, and shall not
extend to resolving claims of medical mal-
practice or any other issue.

“(6) The panel shall withhold from all persons
not connected with the conduct of a reconsider-
ation or review described in paragraph (5)
(other than the first-named settlor in section
9723(8)) all information relating to the subject of
any written complaint received by an affected
participant or beneficiary; and may not be com-
pelled in any Federal, State, or local civil, crimi-
nal, administrative, legislative, or other proceed-
ings to identify such information. Notwithstand-
ing the foregoing, the panel shall provide the
last signatory operator or the joint board of
trustees of the 1991 Fund with a copy of any
written complaint relating to a managed care
provider system maintained by such last signa-
tory operator or joint board of trustees.

“(7)(A) The panel, any person acting as a
member or staff to the panel, any person under
a contract or other forinal agreement with the
panel, and any person who participates with or
assists the panel with respect to any action
taken pursuant to this subsection, shall not be
liable in damages under any law of the United
States or of any State (or political subdivision
thereaf) with respect to the action. The preced-
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ing sentence shall not apply to damages under
any law of the United States or any State relat-
ing to the civil rights of any person or persons,
including the Civil Rights Act of 1964 (42 U.S.C.
2000e et seq.) and the Civil Rights Acts (42
U.8.C. 1981 et seq.). Nothing in this subpara-
graph shall prevent the United States or any at-
torney general of a State from bringing an ac-
tion, where such an action is otherwise author-

ized,

“(B) Notwithstanding any other provision of
law, no person (whether as a witness or other-
wise) providing information to the panel regard-
ing the competence or professional conduct of @
physician shall be held, by reason of having
provided such information, to be liable in dam-
ages under any law of the United States or of
any State (or political subdivision thereof) un-
less such information is false and the person
providing it knew that such information was

alse.

“(8) The joint board of trustees of the 1991
Fund and each last signatory operator that
makes a submission pursuant to subsection
(b)(2) shall be liable for reasonable fees assessed
by the panel in connection with the review of
managed care provider systems.

“'fc) SATISFACTION OF OBLIGATIONS.—Subject
to the provisions of sections 9711 and 9713, the
obligations of a last signatory operator under
this section may be satisfied for any period with
respect to any individual by pay t of the re-
quired assessment under section 9713(d) or the
premium under section 9704(g)(1)(C), or by the
provision of the required benefits under an indi-
vidual employer plan.

“(d) CoONTROL GROUP LIABILITY.—As of the
date that any benefit obligation owed pursuant
to this section is due, the persons described in
section 9723(5) (B) and (C) with respect to any
last signatory operator shall be treated as such
last signatory operator, and shall be jointly and
severally liable for such benefit obligation.

“SEC. 9715. TRANSITION BENEFITS; PREMIUM
NONPAYMENT; TRANSFERS  BE-
TWEEN 1991 FUND AND CORPORA-
TION.

‘(@) PAYMENT OF BENEFITS TO ORPHAN MIN-
ERS.—The plans described in section 9721(d) and
the 1991 Fund shall continue to provide benefits
to orphan miners, spouses, surviving spouses
and dependents described in section 9711 (b) and
(c), until the end of the second month beginning
after the effective date of section 9712(d). Such
orphan miners, spouses, surviving spouses and
dependents shall be transferred to the Corpora-
tion as of the first day of the third month fol-
lowing the effective date of section 9712(d). The
defined benefit pension plans maintained pursu-
ant to the agreement described in section 9723(7)
shall, on behalf of the Corporation and the 1991
Fund, continue to provide death benefits to or-
phan miners described in section 9711(b) and to
retirees described in section 9713(b)(1) until the
end of the second month beginning after the ef-
fective date of section 9712(d). Such pension
plans shall have no liability for death benefits
for the orphan miners described in section
9711(b), or for the retirees described in section
9713(b)(1), as of the first day of the third month
Sollowing the effective date of section 9712(d).
The Corporation may elect to pay the plans de-
scribed in section 9721(d), the 1991 Fund, or the
defined benefit pension plans maintained pursu-
ant to the agreement described in section 9723(7)
to continue to provide transition benefits after
the end of the second month beginning after the
effective date of section 9712(d), and for a period
not to erceed 6 months. If the Corporation so
elects, it shall pay such plans all amounts nec-
essary to enable the provision of benefits and to
cover all costs of administration associated with
the provision of benefits. The schedule for such
payments shall be determined by the boards of
trustees of the plans, and may require advance
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payments. Amounts paid pursuant to this sub-
section shall not be included in the amounts to
be reimbursed pursuant to subsection (b).

“(b) REIMBURSEMENT OF COST FOR TRANSI-
TION BENEFITS.—No later than the first day of
the fourth month after the effective date of sec-
tion 9712(d), the Corporation shall reimburse the
plans described in section 9721(d) and the 1991
Fund, with interest, for the amounts of benefits
paid and administrative expenses incurred pur-
suant to subsection (a). No later than the first
day of the fourth month after the effective date
of section 9712(d), the Corporation and the 1991
Fund shall reimburse the defined benefit pen-
sion plans maintained pursuant to the agree-
ment described in section 9723(7), with interest,
for the amount of death benefits paid and ad-
ministrative expenses incurred pursuant to sub-
section (a).

“{¢) ACCESS TO RECORDS.—The joint boards of
trustees of the plans described in section 9721(d)
and the 1991 Fund shall share with the Cor-
poration all records, files and documents related
to the orphan miners, spouses, surviving spouses
and dependents transferred to the Corporation,
to the exlent necessary for the Corporation to
administer the payment of benefits to such indi-
viduals.

“(d) PREMIUM NONPAYMENT.—

(1) No individual shall be eligible for benefits
from the 1991 Fund during any month for which
the assessments required under section 9713(d)
have not been paid by such individual’s last sig-
natory operator. Such individual shall be imme-
diately eligible to receive benefils from the Cor-
poration and the Corporation shall have a cause
of action against such individual's last signa-
tory operator for the per beneficiary premium
imposed under section 9704(g)(1)(C).

*(2) The 1991 Fund shall continue lo lreat an
individual described in paragraph (1) as if he or
she were eligible for benefits until the end of the
third month for which an assessment due has
not been paid, If the last signatory operator
with respect lo such individual has not paid its
assessments due by the end of such month (with
such interest and liguidated damages imposed
by the board of trustees in their discretion, up
to the amounts provided in section 9722(d)(2) (B)
and (C)), the 1991 Fund shall notify the Cor-
poration that the individual is transferred to the
Corporation pursuant to paragraph (1), and the
Corporation shall reimburse the 1991 Fund, with
interest, for any benefits paid to or on behalf of
such individual for all months for which assess-
ments have not been paid.

“Subchapter C—Other Provisions

9721. Determination and disposition of ex-
cess assets.

Civil enforcement.

Definitions.

Sham transactions.

DETERMINATION AND DISPOSITION

OF EXCESS PENSION ASSETS.

‘‘(a) DETERMINATION OF EXCESS PENSION AS-
SETS.—

“(1) Within 30 days after the enactment of
this chapter, the joint board of trustees of the
plan described in subsection (c) shall, through
the independent actuaries of the plan, calculate
the amount of the excess pension assets. The
trustees of the plan described in subsection (c)
shall recalculate the excess pension assels at
any time that they are directed to do so by the
settlors.

*“(2) Immediately following the calculation (or
recalculation) of the ercess pension assets, the
trustees of the plan described in subsection (c)
shall segregate the excess pension assets from
the remaining assets of such plan. The seg-
regated ercess pension assels (including all
earnings thereon) shall be held in the plan until
disbursed pursuant to subsection (b).

**Sec.

9722.
9723.
9724.
9721,
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“SEC.
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*(b) DISPOSITION OF EXCESS PENSION As-
SETS.—Notwithstanding any other provision of
law, the excess pension assets (including all
earnings thereon) shall be expended in the fol-
lowing order:

(1) Fifty million dollars shall be added to the
general assets of the Corporation.

*'(2) The deficits in the plans described in sub-
section (d) as of the date of enactment of this
chapter shall be reduced to zero.

““(3) Fifty million dollars shall be added to the
general assels of the 1991 Fund.

*(4) The remainder of the excess pension as-
sets, if any, shall be added to the general assets
of the 1991 Fund, at such times and in such
amounts as may be directed by the settlors.

““fc) PLAN CONTAINING EXCESS PENSION AS-
SETS.—A plan is described in this subsection if it
i3 a pension plan and—

‘(1) it is a plan described in section 404(c) or
a continuation thereof; and

“(2) participation in the plan is substantially
limited to individuals who retired prior to Janu-
ary 1, 1976.

“(d) RELATED WELFARE PLANS.—A plan is de-
scribed in this subsection if—

(1) it is a plan described in section 404(c) or
a continuation thereof; and

(2) it provides health benefits to retirees and
beneficiaries of the industry which maintained
the plan described in subsection (c); and

“(A) participation in the plan is substantially
limited to individuals who retired prior to Janu-
ary 1, 1976; or

“(B) participation in the plan is substantially
limited (to individuals who retired on or after
January 1, 1976.

*fe) TAX TREATMENT, VALIDITY OF TRANSFER
OF EXCESS PENSION ASSETS.—

‘(1) No deduction shall be allowed under this
title with respect to the erpenditure of ercess
pension assets pursuanit to subsection (a), but
such transfer shall not adversely affect the de-
ductibility (under applicable provisions of this
title) of contributions previously made by em-
ployers or amounts hereafter contributed by em-
ployers to the plans described in subsection (c)
or (d), or to the 1991 Fund.

“(2) The expenditure of ercess pension assets
pursuant to subsection (b)—

‘(A) shall not be treated as an employer re-
version from a qualified plan for purposes of
section 4980, and

“(B) shall not be includible in the gross in-
come of any employer maintaining a plan de-
scribed in subsection (c).

*(3) Neither the segregation of ercess pension
assets pursuant to subsection (a)(2), the expend-
iture of ercess pension assets pursuant to sub-
section (b), nor any direction made by the set-
tlors pursuant to subsection (a)(1) or (b)(4) shall
be deemed to vielate or be prohibited by any
provision of law, or to cause the settlors, joint
board of trustees, employers or any related per-
son to incur or be subject to taxes, fines, or pen-
alties of any kind whatsoever.

“SEC. 9722, CIVIL ENFORCEMENT.

“'fa) Civil actions may be brought by the 1991
Fund for appropriate relief, legal or eguitable or
both, to enforce the provisions of this chapter.

‘““tb) Ezxcept as otherwise provided in this
chapter, where such an action is brought in a
district courl of the United States, it may be
brought in the district where the 1991 Fund is
administered, in the district where the violation
took place, or where a defendant resides or may
be found, and process may be served in any
other district where a defendant resides or may
be found.

““fe) The district courts of the United States
shall have jurisdiction of actions brought by the
1991 Fund under this chapter without regard to
the amount in controversy in any such action.

“td)(1) In any action brought under sub-
section (a) (other than an action described in
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paragraph (2)), the court in its discretion may
award to the 1991 Fund all or a portion of the
costs of litigation, including reasonable attor-
neys' fees, incurred by the 1991 Fund in connec-
tion with such action.

*“(2) In any action by the 1991 Fund to enforce
section 9713(d)(2), in which a judgment in favor
of the 1991 Fund is awarded, the court shall
award the 1991 Fund—

“(A) the unpaid assessments;

“(B) interest on the unpaid assessments;

*(C) an amount equal to the greater of—

“(i) interest on the unpaid assessments; or

““(ii) liquidated damages in the amount of 20
percent of the amount determined by the court
under subparagraph (A);

‘(D) reasonable attorneys' fees and costs of
the action, to be paid by the defendant; and

““(E) such other legal or equitable relief as the

court deems appropriate.
For purposes of this paragraph, interest on un-
paid assessments shall be determined by using
the rate provided under the rules of the 1991
Fund, or, if none, the rate prescribed under sec-
tion 6621.

“(e)(1) Except as provided in paragraph (2),
an action under this subsection may not be
brought after the later of—

“(A) 6 years after the date on which the cause
of action arose; or

“(B) 3 years after the earliest date on which
the 1991 Fund acquired or should have acquired
actual knowledge of the eristence of such cause
of action.

“(2) In the case of fraud or concealment, the
period described in paragraph (1)(b) shall be ex-
tended to 6 years after the applicable date.

“(f) Any person who is an employer, a last
signatory operator, @ person described in section
9723(5) (B) or (C) with respect to an employer or
last signatory operator, a bituminous coal in-
dustry retiree, or any spouse, surviving spouse
or dependent of a bituminous coal industry re-
tiree, and is adversely affected by any act or
omission of any party under this chapter, or
who is an employee organization of which such
a coal industry retiree is @ member, or an em-
ployer association of which such an employer is
a member, may bring an action for appropriate
equitable relief in the appropriate court.

‘(1) During the pendency of any proceeding
under this subsection by an employer, employer
association, last signatory operator, or person
described in section 9723(5) (B) or (C) with re-
spect to an employer or last signatory operator,
all potentially affected retirees, spouses, surviv-
ing spouses and dependents eligible for benefits
from the 1991 Fund shall be transferred to the
Corporation, which shall—

‘"(A) provide such benefits as would have been
provided from the 1991 Fund, and

*(B) have and erercise all of the rights and
obligations of the 1991 Fund with respect to—

(i) the collection of assessmenis relating to
such retirees and spouses, surviving spouses and
dependents, and

*'(ii) the defense of the proceeding.

“(2) In the event that a last signatory opera-
tor or other person pays to the 1991 Fund the
assessments required pursuant to section 9713(d)
for any month during the pendency of a pro-
ceeding described in paragraph (1), the 1991
Fund, and not the Corporation, shall be respon-
sible for providing any benefits required to be
paid for that month to eligible individuals under
section 9713(b).

“fg) In any action brought under subsection
(f), the court may award all or a portion of the
costs and erpenses, including reasonable attor-
neys' fees, incurred in connection with such ac-
tion to any party that prevails or substantially
prevails in such action.

“‘(h) This subsection shall be the erclusive
means for bringing actions against the Corpora-
tion or the 1991 Fund under this chapter.
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“(i)(1) Ezcept as provided in paragraph (2),
an action under this subsection may not be
brought after the later of—

"'(A) 6 years after the date on which the cause
of action arose; or

‘‘(B) 3 years after the earliest date on which
the plaintiff acquired or should have acquired
actual knowledge of the existence of such cause
of action.,

“(2) In the case of fraud or concealment, the
period described in paragraph (1)(B) shall be ex-
tended to 6 years after the applicable date.

“(j) The district courts of the United States
have jurisdiction of actions brought under this
subsection without regard to the amount in con-
troversy.

(k) In any suit, action or proceeding in
which the 1991 Fund is a party, in any State
court, the 1991 Fund may, without bond or secu-
rity, remove such suit, action, or proceeding
Jrom the State court to the United States district
court for the district or division in which such
suit, action or proceeding is pending by follow-
ing any procedure for removal now or hereafter
in effect.

“SEC. 9723. DEFINITIONS.

““For purposes of this chapter—

(1) The term ‘coal production work® shall
mean work in which an individual engages in
physical operations consisting of the mining,
preparation, handling, processing, cleaning and
loading of coal, including removal of overburden
and coal waste, the transportation of coal (ex-
cept by waterway or rail not owned by an em-
ployer engaged in the production of coal), repair
and maintenance work normally performed at a
mine site or central shop of an employer en-
gaged in the production of coal, maintenance of
gob piles. and mine roads, construction of mine
or mine-related facilities including the erection
of mine lipples and sinking of mine shafts or
slapes performed by employees of the employer
engaged in the production of coal, and work of
the type customarily related to the foregoing;
except that the term shall not mean managerial,
supervisory, warehouse, clerical or technical
waork, unless such work is performed subject to
a coal wage agreement binding the employer en-
gaged in the production of coal.

“(2) The term ‘coal wage agreement' shall
mean—

‘““¢A) the National Bituminous Coal Wage
Agreement;

““(B) any agreement substantially identical or
substantially similar to such agreement, but
only if, as of the date of enactment of this chap-
ter, such agreement provided for contributions
to be made to the plans described in section
9721(d); or

*C) any other agreement entered into be-
tween an employer in the bituminous coal in-
dustry and the United Mine Workers of America
that requires the provision of health benefils to
retirees of such employer, eligibility for which is
based on years of service credited under a plan
established by the settlors and described in sec-
tion 404(c) or a continuation of such plan.

“(3) The term ‘credited service' shall have the
same meaning as determined under the applica-
ble defined benefit pension plan, but only if
such service was of the type used to determine
eligibility under the plan described in section
9721(d)(2)(B).

‘“¢4) The term ‘ercess pension assets' shall
mean the excess of the current value of plan as-
sets (as defined in section 3(26) of the Employee
Retirement Income Security Act of 1974 (29
U.8.C. 1002(26)) of the plan described in section
9721(c) over the actuarial present value of all
benefits for all plan participants under such
plan, determined as of the date of enactment, in
accordance with the actuarial assumplions and
methods which reflect the plan actuary'’s best
estimate of anticipated experience under such
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plan, ercept that where excess pension assets
are recalculated as required wunder section
9721(a)(1), the amount of excess pension assets
shall be determined as of the July 1 next preced-
ing the date of the recalculation.

““(5) A last signatory operator shall be consid-
ered to be in business for purposes of this chap-
ter if any of the following conducts or derives
revenue from any business, whether or not with-
in the coal industry—

“(A) such last signatory operator;

“{B) any member of the controlled group of
corporations (within the meaning of section
414(b)) of such last signatory operator; or

‘“(C) any trade or business which is under
common control (as determined under section
414(c)) with such last signatory operator.

If a last signatory operator is no longer in busi-
ness and there is no successor, the relationships
described in paragraphs (2) and (3) shall be de-
termined at the time it ceased to be in business.

"“(6)(A) The term ‘last signatory operator'
shall mean, with respect to any orphan miner or
other coal industry retiree eligible for medical
benefits, a person that meets or at one time met
the following conditions:

(i) A person meets the conditions of this
clause if such person is—

(1) an owner, lessee or other person who op-
erates, controls or supervises a coal mine;

“(II) an independent contractor who operates,
controls or supervises a coal mine; or

“(I11) in the event a person described in (I) or
(II) is no longer in business, any successor to
such person, except that a purchaser shall not
be considered to be a successor with respect to
any orphan miner or other coal industry retiree
eligible for medical benefits, if responsibility for
the medical benefits of such orphan miner or
other coal industry reliree was retained by the
seller in the purchase and sale transaction.

“(ii) A person meets the conditions of this
clause if such person or, in the case of a person
described in clause (i)(111), such person’s prede-
cessor—

“(I) was a signatory to a 1978 coal wage
agreement, or any subsequent coal wage agree-
ment, and

“(11) was the last coal industry employer of
such orphan miner or other retiree.

“fB) Notwithstanding subparagraph (A), if,
as of the date of enactment of this chapter, a
person has assumed or retained responsibility
for retiree medical benefit obligations for indi-
viduals who retired from employment under a
coal wage agreement, then such person shall be
treated as the last signatory operator with re-
spect to such individuals for purposes of this
chapter, and any person from whom such re-
sponsibility was assumed shall not be treated as
the last signatory operator.

“(C) For purposes of this chapter, the last sig-
natory operator of any orphan miner or other
coal industry retiree shall be considered to be
the last signatory operator with respect lo such
orphan miner's or other coal industry reliree's
spouse, surviving spouse and dependents, if
any.

*“(7) The term 'National Bituminous Coal
Wage Agreement' shall mean the collective bar-
gaining agreement negotiated by the settlors.

‘48) The term ‘settlors' means the United Mine
Workers of America and the Bituminous Coal
Operators' Association, Inc. (hereinafter re-
ferred to as the '‘BCOA'), except that if the
BCOA ceases to erist, members of the BCOA
representing more than 50 percent of the ton-
nage membership of BCOA on the date of enact-
ment of this Act shall collectively be considered
a settlor.

“SEC. 9724. SHAM TRANSACTIONS.

“If a principal purpose of any transaction is
to evade or avoid Hability under this chapter,
this chapter shall be applied (and liability shall
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be imposed) without regard to such transaction.
A bona fide, arm's-length sale of an entity sub-
ject to liability under this chapter to an unre-
lated party (within the meaning of section
4204(d) of the Employee Retirement Income Se-
curity Act of 1974, as amended), shall not by it-
self be sufficient to establish a principal purpose
to evade or avoid liability within the meaning of
this section.”

(b) CONFORMING AMENDMENT.—The table of
subtitles for the Internal Revenue Code of 1986
is amended by adding at the end thereof the fol-
lowing new subtitle:

“Subtitle J. Coal Industry health benefits.”"
Subtitle D—Capital Gain Provisions
PART I—PROGRESSIVE CAPITAL GAIN
RATES

SEC. 2301. PROGRESSIVE CAPITAL GAIN RATES.

(@) IN GENERAL—Section I(k) (relating to
maximuwm capital gains rate) is amended to read
as follows:

**(h) PROGRESSIVE CAPITAL GAINS RATE.—

“(1) IN GENERAL—If a tarpayer has qualified
capital gain for any tarable year, then the tax
imposed by this section shall be equal to the sum
of—

‘“CA) a taxr computed at the rates and in the
same manner as if this subsection had not been
enacted on tarxable income reduced by the
amount of qualified capital gain, plus

*(B) the excess (if any) of—

(i) a taxr computed under the substitute table
on tazxabie income, over .

(i) a tax computed under the substitule table
on tarable income reduced by the amount of
qualified capital gain.

*'(2) SUBSTITUTE TABLES.—

‘““CA) IN GENERAL.—In the case of any tarable
year ending after January 31, 1992, the Sec-
retary shall prescribe a substitute table for each
of the tables under subsections (a), (b), (c), (d),
and (e).

““(B) METHOD OF PRESCRIBING TABLES.—The
tables under subparagraph (A) for any tarable
year shall be the lables in effect without regard
to this subsection, adjusted by—

(i) substituting the capital gain rates for the
rates of tax contained therein, and

“'(ii) modifying the amounts seiting forth the
tar to the ertent necessary to reflect the adjust-
ments under clause (i).

‘“(C) CAPITAL GAIN RATES.—For purposes of
subparagraph (B)(i), the capital gain rates shall
be determined as follows:

“If the rate of lax is:
I5 percent .....

The capital gain rate is:
5 percent

28 percent . ... 19 percent
31 percent . . 21 percent
36 percent ..... 28 percent.

‘“(3) QUALIFIED CAPITAL GAIN.—For purposes
of this subsection—

‘“(A) IN GENERAL.—The term ‘qualified capital
gain’ means net capital gain determined without
regard to any gain taken into account in com-
puting the exclusion under section 1202 (relating
to gain from sale of small business stock).

“{B) TRANSITION RULE—In the case of any
tazable year beginning before February 1, 1992,
and ending on or after such date, qualified cap-
ital gain shall be equal to the lesser of—

‘(i) net capital gain, or

(i) net capital gain determined by taking

into account only gain or loss properly taken
into account for the portion of the tarable year
after January 31, 1992,
If the amount under clause (i) exceeds the
amount under clause (ii) for such taxable year,
the rate of tar under this section shall not ezr-
ceed 28 percent with respect to such excess.

*(C) SPECIAL RULE FOR PASS-THRU ENTITIES.—

(i) IN GENERAL.—In applying subparagraph
(B) with respect to any pass-thru entity, the de-
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termination of when gain is properly taken into
account shall be made at the entity level.

‘“(ii) PASS-THRU ENTITY DEFINED.—For pur-
poses of clause (i), the term ‘pass-thru entity'
means—

() a regulated investment company,

“'(II) a real estate investment trust,

(1) an § corporation,

"“(IV) a partnership,

(V) an estate or trust, and

“(VI) a common trust fund."

(b) TREATMENT OF COLLECTIBLES.—

(1) IN GENERAL—Section 1222 is amended by
inserting after paragraph (11) the following new
paragraph:

*(12) SPECIAL RULE FOR COLLECTIBLES.—

““(A) IN GENERAL.—Any gain or loss from the
sale or exchange of a collectible shall be treated
as a short-term capital gain or loss (as the case
may be), without regard to the period such asset
was held. The preceding sentence shall apply
only to the ertent the gain or loss is taken into
account in computing tarable income.

“(B) TREATMENT OF CERTAIN SALES OF INTER-
EST IN PARTNERSHIP, ETC.—For purposes of sub-
paragrapk (A), any gain from the sale or ex-
change of an interest in a partnership, § cor-
poration, or trust which is attributable to unre-
alized appreciation in the value of collectibles
held by such entity shall be treated as gain from
the sale or exchange of a collectible. Rules simi-
lar to the rules of section 751(f) shall apply for
purposes of the preceding senlence,

"(C) COLLECTIBLE—For purposes of this
paragraph, the term ‘collectible’ means any cap-
ital asset which is a collectible (as defined in
section 408(m) without regard to paragraph (3)
thereof).”

(2) CHARITABLE DEDUCTION NOT AFFECTED.—

(A) Paragraph (1) of section 170(e) is amended
by adding at the end thereof the following new
sentence: ' For purposes of this paragraph, sec-
tion 1222 shall be applied without regard to
paragraph (12) thereof (relating to special rule
Jor collectibles)."’

(B) Clause (iv) of section ITO(O)I)(C) is
amended by inserting bejore the period at the
end thereof the following: '‘and section 1222
shall be applied without regard to paragraph
(12) thereof (relating to special rule for collect-
ibles)"".

(c) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendment made by
subsection (a) shall apply to tazable years end-
ing after January 31, 1992.

(2) COLLECTIBLES.—The amendments made by
subsection (b) shall apply to dispositions after
January 31, 1992.

SEC. 2302, INCREASE IN HOLDING PERIOD RE-
QUIRED FOR LONG-TERM CAPITAL
GAIN TREATMENT.

(a) IN GENERAL.—

(1) CAPITAL GAIN.—Paragraphs (1) and (3) of
section 1222 (relating to other terms relating to
capital gains and losses) are each amended by
striking *'I year" and inserting *'2 years'".

(2) CAPITAL LOSSES.—Paragraphs (2) and (4)
of section 1222 are each amended by striking *'1
year' and inserting ‘2 years™'.

(b) CONFORMING AMENDMENTS.—The follow-
ing provisions are each amended by striking "1
year' each place it appears and inserting ''2
years'";

(1) Section 166(d)(1)(B).

(2) Section 422(a)(1).

(3) Section 423(a)(1).

(4) Section 584(c).

(5) Subsections (a), (b), and (c) of section 631.

(6) Section 642(c)(3).

(7) Paragraphs (1) and (2) of section 702(a).

(8) Section 818(b)(1).

(9) Section 852(b)(3)(B).

(10) Section 856(c)(4)(A).

(11) Section 857(b)(3)(B).
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(12) Paragraphs (11) and (12) of section 1223.

(13) Subsections (b), (d), and subparagraph
(A) of subchapter (e)(4) of section 1233.

(14) Section 1234(b)(1).

(15) Section 1235(a).

(16) Subsections (b) and (g)(2)(C) of section
1248.

(c) TECHNICAL AMENDMENTS.—

(1) Section 7518(g)(3)(B) is amended by strik-
ing ‘6 months'’ and inserting *'2 years’'.

(2) Section 1231 (b)(3)(B) is amended by Sstrik-
ing "'12 months' and inserting '‘2d months"'.

(d) EFFeCTIVE DATE—The amendments made
by this section shall apply to tarable years be-
ginning after December 31, 1992,

SEC. 2303. RECAPTURE UNDER SECTION 1250 OF
TOTAL AMOUNT OF DEPRECIATION.

(a) GENERAL RULE—Subsections (a) and (b)
of section 1250 (relating to gain from disposition
of certain depreciable realty) are amended lo
read as follows:

“{a) GENERAL RULE—Ezcept as otherwise
provided in this section, if section 1250 property
is disposed of, the lesser of—

"'(1) the depreciation adjustments in respect of
such property, or

*(2) the excess of—

*“(A) the amount realized (or, in the case of a
disposition other than sale, exchange, or invol-
untary conversion, the fair market value of such
property), over

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

*(b) DEPRECIATION ADIUSTMENTS.—For pur-
poses of this section, the term ‘depreciation ad-
Jjustments’ means, in respect of any property, all
adjustments attributable to periods after Decem-
ber 31, 1963, reflected in the adjusted basis of
such property on account of deductions (wheth-
er in respect of the same or other property) al-
lowed or allowable to the taxpayer or to any
other person for exhaustion, wear and tear, ob-
solescence, or amortization (other than amorti-
zation under section 168 (as in effect before its
repeal by the Taxr Reform Act of 1976), 169, 185
(as in effect before its repeal by the Tax Reform
Act of 1986), 188 (as in effect before its repeal by
the Revenue Reconciliation Act of 1990), 190, or
193). For purposes of the preceding sentence, if
the tarpayer can establish by adequate records
or other sufficient evidence that the amount al-
lowed as a deduction for any period was less
than the amount allowable, the amount taken
into account for such period shall be the
amount allowed."

(b) MAXIMUM RATE ON RECAPTURE AMOUNT.—
Section I (relating to tar imposed) is amended
by adding at the end the following new section.

‘(i) MAXIMUM RATE OF TAX ON SECTION 1250
RECAPTURE AMOUNTS.—If a tazpayer has any
amount treated as ordinary income under sec-
tion 1250 for any tarable year, then the tar im-
posed by this section shall not exceed the sum
of—

‘(1) a tax computed at the rates and in the
same manner as if this subsection had not been
enacted on the greater of—

““(A) tarable income reduced by the amount
treated as ordinary income under section 1250,
or

‘“(B) the amount of tarable income tared at a
riate below 31 percent, plus

“(2) a taxr of 31 percent of the amount of tax-
able income in excess of the amount determined
under paragraph (1).”

(¢) LIMITATION IN CASE OF INSTALLMENT
SALES —Subsection (i) of section 453 is amend-
ed—

(1) by striking **1250" the first place it appears
and inserting "'1250 (as in effect on December 31,
1991)", and

(2) by striking *'1250"" the second place it ap-
pears and inserting 1250 (as so in effect)".
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(d) CONFORMING AMENDMENTS.—

(1) Subparagraph (E) of section 1250(d)(4) is
amended—

{A) by striking “‘additional depreciation’' and
inserting “‘amount of the depreciation adjust-
ments"', and

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

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

‘‘(B) DEPRECIATION ADJUSTMENTS.—In respect
of any properly described in subparagraph (A),
the amount of the depreciation adjustments at-
tributable to periods before the distribution by
the partnership shall be—

‘(i) the amount of gain to which subsection
(a) would have applied if such property had
been sold by the partnership immediately before
the distribution at its fair market value at such
time, reduced by

“(ii) the amount of such gain to which section
751(b) applied.”

(3) Subsection (d) of section 1250 is amended
by striking paragraph (10).

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

(5) Paragraph (4) of section 50(c) is amended
to read as follows:

‘'(4) RECAPTURE OF REDUCTION.—For purposes
of sections 1245 and 1250, any reduction under
this subsection shall be treated as a deduction
allowed for depreciation."

(6) Clause (i) of section 267(e)(5)D) is amend-
ed by striking ‘‘section 1250(a)(1)(B)" and in-
serting ‘‘section 1250(a)(1)(B) (as in effect on
December 31, 1991)"".

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

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

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

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

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

(E) Subparagraph (A) of section 265(b)(3) is
amended by striking *'291(e){1)(B)"" and insert-
ing “291(d)(1)(B)"".

(F) Subsection (c) of section 1277 is amended
by striking “291(e)(I1}(B)(ii)"" and inserting
“291¢d)(1)(B)(ii)"".

(8) Subsection (d) of section 1017 is amended
to read as follows:

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

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

“(2) any reduction under this section shall be
treated as a deduction allowed for deprecia-
tion."

(9) Paragraph (5) of section 7701(e) is amended
by striking “‘(relating to low-income housing)'
and inserting ‘‘(as in effect on December 31,
1991)"".

(e) EFFECTIVE DATE.—The amendments made
by this section shall apply to dispositions after
January 31, 1992, in tarable years ending after
such date.

PART II—SMALL BUSINESS STOCK
SEC. 2311. 50-PERCENT EXCLUSION FOR GAIN
FROM CERTAIN SMALL BUSINESS

() GENERAL RULE.—Part I of subchapter P of
chapter 1 (relating to capital gains and losses) is
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amended by adding at the end thereof the fol-

lowing new section.

“SEC. 1202, 50-PERCENT EXCLUSION FOR GAIN
FROM CERTAIN SMALL BUSINESS
STOCK.

‘fa) GENERAL RULE.—Gross income shall not
include 50 percent of any gain from the sale or
exchange of qualified small business stock held
for more than 5 years.

““(b) QUALIFIED SMALL BUSINESS STOCK.—For
purposes of this section—

‘(1) IN GENERAL.—Ezxcept as otherwise pro-
vided in this section, the term ‘gualified small
business stock' means any stock in a corpora-
tion which is originally issued on or after Feb-
ruary 1, 1992, if—

“(A) as of the date of issuance, such corpora-
tion is a qualified small business, and

“(B) except as provided in subsections (d) and
(e), such stock is acquired by the tarpayer at its
original issue (directly or through an under-
writer)—

(i) in exchange for money or other property
(not including stock), or

*“(ii) as compensation for services (other than
services performed as an underwriter of such
stock).

“(2) ACTIVE BUSINESS REQUIREMENT.—Stock in
a corporation shall not be treated as qualified
small business stock unless, during substantially
all of the tarpayer's holding period for such
stock, such corporation meets the active busi-
ness requirements of subsection (d).

*(3) CERTAIN PURCHASES BY CORPORATION OF
ITS OWN STOCK .—

“(A) IN GENERAL.—Stock issued by a corpora-
tion shall not be treated as qualified small busi-
ness stock if such corporation has purchased ar
purchases any of its stock within the 2-year pe-
riod beginning 1 year before the date of the issu-
ance of such stock.

“(B) EXCEPTION WHERE BUSINESS PURPOSE.—
Subparagraph (A) shall not apply where the is-
suing corporation establishes that there was a
business purpose for the purchase of the stock
and such purchase is not inconsistent with the
purposes of this section.

“(C) MEMBERS OF AFFILIATED GROUP.—For
purposes of this paragraph, the purchase by
any carporation which is « member of the same
affiliated group (within the meaning of section
1504) as the issuing corporation of any stock in
any corporation which is ¢ member of such
group shall be treated as a purchase by the issu-
ing corporation of its stock.

‘“(c) QUALIFIED SMALL BUSINESS.—For pur-
poses of this section—

*(1) IN GENERAL.—The term ‘qualified small
business’ means any domestic corporation if—

‘“(A) the aggregate capitalization of such cor-
poration (or any predecessor thereof) at all
times on or after February I, 1992, and before
the issuance did not exceed $100,000,000, and

““(B) the aggregate capitalization of such cor-
poration immediately after the issuance (deter-
mined by taking into account amounts to be re-
ceived in the issuance) does not exceed
£100,000,000.

‘“(2) AGGREGATE CAPITALIZATION.—For pur-
poses of paragraph (1), the term ‘aggregate cap-
italization' means the excess of—

‘“(A) the amount of cash and the aggregate
adjusted bases of other property held by the cor-
poration, over

“(B) the aggregate amount of the short-term

indebtedness of the corporation.
For purposes of the preceding sentence, the term
‘short-term indebledness’ means any indebted-
ness which, when incurred, did not have a term
in excess of 1 year.

*“(3) LOOK-THRU IN CASE OF SUBSIDIARIES.—In
determining whether a corporation meets the re-
quirements of this subsection—

“(A) stock and debt of any subsidiary (as de-
fined in subsection (d)(4)(C)) held by suck cor-
poration shall be disregarded, and
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‘“(B) such corporation shall be treated as
holding its ratable share of the assets of such
subsidiary and as being liable for its ratable
share of the indebtedness of such subsidiary.

“(d) ACTIVE BUSINESS REQUIREMENT.—For
purposes of this section—

(1) IN GENERAL.—Far purposes of subsection
(b)(2), the regquirements of this subsection are
met for any period if during such period—

““(A) the corporation is engaged in the active
conduct of a trade or business,

“(B) substantially all of the assets of such
corporation are used in the active conduct of a
trade or business, and

*(C) such corporation is an eligible corpora-
tion.

*(2) SPECIAL RULE FOR CERTAIN ACTIVITIES.—
Far purposes of paragraph (1), if, in connection
with any future trade or business, a corporation
is engaged in—

“(A) start-up activities described in section
195(e)(1)(A),

“(B) activities resulling in the payment or in-
curring of expenditures which may be treated as
research and erperimental erpenditures under
section 174, or

“(C) activities with respect to in-house re-
search expenses described in section 41(b)(4),
such corporation shall be lreated with respect to
such activities as engaged in (and assets used in
such activities shall be treated as used in) the
active conduct of a trade or business. Any deter-
mination under this paragraph shall be made
without regard to whether a corporation has
any gross income from such activities at the time
of the determination.

*(3) ELIGIBLE CORPORATION.—For purposes of
this subsection—

“(A) IN GENERAL.—The term ‘eligible corpora-
tion' means any domestic corporalion; except
that such term shall not include—

(i) any corporation predominantly engaged
in a disqualified business,

“(ii) any corporation the principal activity of
which is the performance of personal services,

“*(iii) @ DISC, .

“(iv) a corporation with respect to which an
election under 936 is in effect,

“(v) any regulated investment company, real
estate investment trust, or REMIC,

“{vi) any cooperative, and

“fvii) in the case of a corporate shareholder,
any corporation which at any lime was a sub-
sidiary (as defined in paragraph (4XC)) of such
corporate shareholder.

"(B) DISQUALIFIED BUSINESS.—The term ‘dis-
qualified business' means—

‘(i) any banking, insurance, financing, or
similar business,

“(ii) any farming business (other than the
business of raising or harvesting trees), and

“(iii) any business of operating a hotel, motel,
or restaurant or similar business.

"*(4) STOCK IN OTHER CORPORATIONS.—

“(A) LOOK-THRU IN CASE OF SUBSIDIARIES.—
For purposes of this subsection, stock and debt
in any subsidiary corporation shall be dis-
regarded and the parent corporation shall be
deemed to own its ratable share of the subsidi-
ary’s assets, and to conduct its ratable share of
the subsidiary's activities.

*'(B) PORTFOLIO STOCK OR SECURITIES.—A cor-
poration shall be treated as failing to meet the
requirements of paragraph (1) for any period
during which more than 10 percent of the value
of its assets (in excess of liabilities) consist of
stock or securities in other corporations which
are not subsidiaries of such corporation (other
than assets described in paragraph (5)).

(C) SUBSIDIARY.—For purposes of this para-
graph, a corporation shall be considered a sub-
sidiary if the parent owns more than 50 percent
of the combined voting power of all classes of
stock entitled to vote, or more than 50 percent in
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value of all outstanding stock, of such corpora-
tion.

*(5) WORKING CAPITAL.—For purposes of
paragraph (1)(B), any assets which—

"‘(A) are held for investment, and

"'{B) are to be used to finance future research
and erperimentation or working capital needs of
the corporation,
shall be treated as used in the active conduct of
a trade or business.

Y(6) MAXIMUM REAL ESTATE HOLDINGS.—A
corporation shall not be treated as meeting the
requirements of paragraph (1) for any period
during which more than 10 percent of the total
value of its assets is real property which is not
used in the active conduct of a trade or busi-
ness. For purposes of the preceding sentence,
the ownership of, dealing in, or renting of real
property shall not be ireated as the active con-
duct of a trade or business.

*(7) COMPUTER SOFTWARE ROYALTIES.—Faor
purposes of paragraph (1), rights to computer
software which produces income described in
section 543(d) shall be treated as an asset used
in the active conduct of a trade or business.

‘'(e) STOCK ACQUIRED ON CONVERSION OF PRE-
FERRED STOCK.—If any stock is acquired
through the conversion of other stock which is
qualified small business stock in the hands of
the taxpayer—

‘(1) the stock so acquired shall be treated as
qualified small business stock in the hands of
the taxpayer, and

‘“(2) the stock so acquired shall be treated as
having been held during the period during
which the converted stock was held.

““(f) TREATMENT OF PASS-THRU ENTITIES.—

‘(1) IN GENERAL.—Any amount included in
income by reason of holding an interest in a
pass-thru entity shall be treated as gain de-
scribed in subsection (a) if such amount meets
the requirements of paragraph (2).

‘'(2) REQUIREMENTS.—An amount meets the
requirements of this paragraph if—

“'(A) such amount is atiributable to gain on
the sale or exchange by the pass-thru entity of
stock which is qualified small business stock in
the hands of such entity and which was held by
such entity for more than 5 years, and

“(B) such amount is includible in the gross in-
come of the taxpayer by reason of the holding of
an interest in such entity which was held by the
tarpayer on the date on which such pass-thru
entity acquired such stock and at all times
thereafter before the disposition of such stock by
such pass-thru entity.

“(3) LIMITATION BASED ON INTEREST ORIGI-
NALLY HELD BY TAXPAYER.—Paragraph (1) shall
not apply to any amount to the extent such
amount exceeds the amount to which paragraph
(1) would have applied if such amount were de-
termined by reference to the interest the tar-
payer held in the pass-thru entity on the date
the qualified small business stock was acquired.

‘'(4) PASS-THRU ENTITY.—For purposes of this
subsection, the term ‘pass-thru enlity’ means—

‘“(A) any partnership,

“(B) any S corporation,

‘“(C) any regulated investment company, and

‘(D) any common trust fund.

“(g) CERTAIN TAX-FREE AND OTHER TRANS-
FERS.—For purposes of this section—

*(1) IN GENERAL.—In the case of a transfer of
stock to which this subsection applies, the
transferee shall be treated as—

“(A) having acquired such stock in the same
manner as the transferor, and

“(B) having held such stock during any con-
tinuous period immediately preceding the trans-
fer during which it was held (or treated as held
under this subsection) by the transferor.

*“(2) TRANSFERS TO WHICH SUBSECTION AP-
PLIES.—This subsection shall apply to any
transfer—
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“(A) by gift,

‘“(B) at death,

“(C) from a parinership to a partner of stock
with respect to which the requirements of sub-
section (f) are met at the time of the transfer
(without regard to the 5-year holding require-
ment), or

(D) to the extent that the basis of the prop-
erty in the hands of the transferee is determined
by reference to the basis of the property in the
hands of the transferor by reason of section
334(b), but only if requirements similar to the re-
quirements of subsection (f) are met with respect
to the stock.

"“(3) CERTAIN RULES MADE APPLICABLE.—Rules
similar to the rules of section 1244(d)(2) shall
apply for purposes of this section.

*(4) INCORPORATIONS AND REORGANIZATIONS
INVOLVING NONQUALIFIED STOCK.—

‘(A) IN GENERAL.—In the case of a trans-
action described in section 351 or a reorganiza-
tion described in section 368, if a qualified small
business stock is transferred for other stock,
such transfer shall be treated as a transfer to
which this subsection applies solely with respect
to the person receiving such other stock.

“(B) LIMITATION.—This section shall apply to
the sale or exchange of stock treated as quali-
fied small business stock by reason of subpara-
graph (A) only to the extent of the gain (if any)
which would have been recognized at the time of
the transfer described in subparagraph (A) if
section 351 or 368 had not applied at such time.

*“(C) SUCCESSIVE APPLICATION.—For purposes
of this paragraph, stock treated as qualified
small business stock under subparagraph (4)
shall be so treated for subsequent transactions
or reorganizations, except that the limitation of
subparagraph (B) shall be applied as of the time
of the first transfer to which subparagraph (A4)
applied.

(D) CONTROL TEST.—Ezcept in the case of a
transaction described in section 368, this para-
graph shall apply only if, immediately after the
transaction, the corporation issuing the stock
owns directly or indirectly stock representing
control (within the meaning of section 368(c)) of
the corporation whose stock was transferred.

“(h) BASIS RULES.—

(1) STOCK EXCHANGED FOR PROPERTY.—For
purposes of this section, in the case where the
taxpayer transfers properly (other than money
or stock) to a corporation in exchange for stock
in such corporation—

“(A) such stock shall be treated as having
been acquired by the tarpayer on the date of
such exchange, and

‘'(B) the basis of such stock in the hands of
the taxpayer shall in no event be less than the
Sair market value of the property exchanged.

‘“(2) BASIS OF S CORPORATION STOCK.—For
purposes of this section, the adjusted basis of
stock in an S corporation shall in no event he
less than ils adjusted basis determined without
regard to any adjustment to the basis of such
stock under section 1367.

(i) REGULATIONS.—The Secretary shall pre-
scribe such regulations as may be appropriate to
carry out the purposes of this section, including
regulations to prevent the avoidance of the pur-
poses of this section through split-ups or other-
wise.""

(b) EXCLUSION TREATED AS PREFERENCE. FOR
Mintmum Tax.—

(1) IN GENERAL.—Subsection (a) of section 57
(relating to items of tax preference) is amended
by adding at the end thereof the following new
paragraph:

“/(8) EXCLUSION FOR GAINS ON SALE OF CER-
TAIN SMALL BUSINESS STOCK.—An amount equal
to the amount excluded from gross income for
the taxable year under section 1202."

(2) CONFORMING AMENDMENT.—Subclause (II)
of section 53(d)(2)(B)(ii) is amended by striking
“and (6)"" and inserting *'(6), and (8)"".
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{c) CONFORMING AMENDMENTS.—

(1)(A) Section 172(d)(2) (relating to modifica-
tions with respect to net operating loss deduc-
tion) is amended to read as follows:

*“(2) CAPITAL GAINS AND LOSSES OF TAXPAYERS
OTHER THAN CORPORATIONS.—In the case of a
tarpayer other than a corporation—

“(A) the amount deductible on account of
losses from sales or exchanges of capital assets
shall not exceed the amount includable on ac-
count of gains from sales or exchanges of capital
assets; and

‘“(B) the exclusion provided by section 1202
shall not be allowed.”

(B) Subparagraph (B) of section 172(d){4) is
amended by inserting ', (2)(B),”" after “para-
graph (1),

(2) Paragraph (4) of section 642(c) is amended
to read as follows:

‘“(4) ADJUSTMENTS.—To the ertent that the
amount otherwise allowable as a deduction
under this subsection consists of gain described
in section 1202(a), proper adjustment shaill be
made for any exclusion allowable to the estate
or trust under section 1202. In the case of a
trust, the deduction allowed by this subsection
shall be subject to section 681 (relating to unre-
lated business income).'"

(3) Paragraph (3) of section 643(a) is amended
by adding at the end thereof the following new
sentence: “'The exclusion wunder section 1202
shall not be taken into account."

(4) Paragraph (4) of section 691(c) is amended
by striking *'1201, and 1211" and inserting
1201, 1202, and 1211"".

(5) The second sentence of paragraph (2) of
section 87I(a) is amended by inserting ‘‘such
gains and losses shall be determined without re-
gard to section 1202 and"' after “‘except that''.

(6) The table of sections for part I of sub-
chapiter P of chapter 1 is amended by adding
after the item relating to section 1201 the follow-
ing new item:

““Sec. 1202. 50-percent exclusion for gain from
certain small business stock.”™

(i) EFFECTIVE DATE.—The amendments made
by this section shall apply to stock issued on or
after February 1, 1992,

Subtitle E—Investment in Real Estate
PART I—FIRST-TIME HOMEBUYER CREDIT
SEC. 2401. CREDIT FOR PURCHASE OF NEW PRIN-
CIPAL RESIDENCE BY FIRST-TIME
HOMEBUYER.

(a) IN GENERAL—Subpart A of part IV of sub-
chapter A of chapter 1 (relating to nonrefund-
able personal credits), as amended by section
2121, is amended by inserting after section 23 the
Sfollowing new section:

“SEC. 24. PURCHASE OF NEW PRINCIPAL RESI-
DENCE BY FIRST-TIME HOMEBUYER.

‘() ALLOWANCE OF CREDIT.—

(1) IN GENERAL.—In the case of a first-time
homebuyer, there shall be allowed as a credit
against the tar imposed by this chapter an
amount equal to 10 percent of the purchase
price of an eligible principal residence pur-
chased by the tarpayer during a portion of the
tarable year which occurs within the eligibility
period.

*(2) MAXIMUM CREDIT.—The credit allowed by
subsection (a) lo the tarpayer shall not erceed
$5,000.

“(b) ELIGIBLE PRINCIPAL RESIDENCE.—For
purposes of subsection (a), the term ‘eligible
principal residence’ means a principal resi-
dence—

(1) the original use of which begins with the
taxrpayer, and

“*(2) which is the first principal residence pur-
cm;sed by the tarpayer during the eligibility pe-
riod.

“*(c) FIRST-TIME HOMEBUYER.—For purposes
of this section—
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“(1) IN GENERAL.—The term ‘first-time home-
buyer’ means any individual uniess such indi-
vidual or such individual's spouse had a present
ownership interest in any principal residence at
any time during the 3-year period ending on the
date of the purchase of the residence referred to
in subsection (a).

'(2) UNMARRIED JOINT OWNERS.—An individ-
ual shall not be treated as a first-time home-
buyer with respect to any residence unless all
the individuals purchasing such residence with
such individual are first-time homebuyers.

“(3) ALLOCATION OF LIMITS.—All individuals
purchasing a residence shall be treated as 1 in-
dividual for purposes of determining the mari-
mum credit under subsection (a), and such maz-
imum credit shall be allocated among such indi-
viduals under regulations prescribed by the Sec-
retary.

“(4d) CERTAIN INDIVIDUALS INELIGIBLE.—The
term ‘first-time homebuyer' shall not include
any individual if, on the date of the purchase of
the residence, the period of time specified in sec-
tion 1034(a) is suspended under subsection (h) or
(k) of section 1034 with respect to such individ-
ual.

“(d) OTHER DEFINITIONS.—For purposes of
this section—

(1) ELIGIBILITY PERIOD.—

**(A) IN GENERAL.—The term ‘eligibility period’
means the period beginning after January 31,
1992, and ending before January 1, 1994.

“(B) BINDING CONTRACTS.—A residence shall
he tre?ted as purchased during the eligibility pe-
riod if—

‘(i) during the eligibility period, the pur-
chaser enters into a binding contract to pur-
chase the residence, and

‘(i) the purchaser purchases and occupies

the residence before the close of the %0-day pe-
riod beginning on the date the contract was en-
tered into.
For purposes of clause (i), a contract shall not
fail to be treated as binding merely because it is
contingent on financing or on the condition of
the residence.

‘“(2) PURCHASE.—The lerm ‘purchase’ means
any acquisition of property, but only if—

“(A) the property is not acquired from a per-
son whose relationship to the person acquiring
it would result in the disallowance of losses
under section 267 or 707(b), and

‘““{B) the basis of the property in the hands of
the person acquiring it is not determined—

(i) in whole or in part by reference to the ad-
justed basis of such property in the hands of the
person from whom acquired, or

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

""(3) PRINCIPAL RESIDENCE.—The term ‘prin-
cipal residence’ has the same meaning as when
used in section 1034,

‘(4) PURCHASE PRICE—The term ‘'purchase
price’ means the adjusted basis of the residence
on the date of its acquisition.

“{e) CARRYOVER OF UNUSED CREDIT.—

(1) IN GENERAL.—If—

‘(A) the credit allowable under subsection (a)
exceeds

“(B) the limitation imposed by section 26(a)
reduced by the sum of the credits allowable
under sections 21, 22, and 23,
such ercess shall be carried to the succeeding
tarable year and shall be allowable under sub-
section (a) for such succeeding taxable year.

‘'(2) 5-YEAR LIMIT ON CARRYFORWARD.—No
amount may be carried under paragraph (1) to
any tarable year after the 5th tarable year after
the tazable year in which the residence is pur-
chased.

“(f) RECAPTURE OF CREDIT FOR CERTAIN Dis-
POSITIONS.—

“(1) IN GENERAL.—Except as provided in para-
graphs (2) and (3), if the tazpayer disposes of
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property with respect to the purchase of which
a credit was allowed under subsection (a) and
such disposition occurs at any time within 36
months after the date the taxpayer acquired the
property as his principal residence, then the tax
imposed under this chapter for the taxable year
in which the disposition occurs is increased by
an amount equal to the amount allowed as a
credit for the purchase of such property.

*(2) ACQUISITION OF NEW RESIDENCE.—If, in
connection with a disposition described in para-
graph (1) and within the applicable period pre-
scribed in section 1034, the taxpayer purchases a
new principal residence, then paragraph (1)
shall not apply and the tar imposed by this
chapter for the taxable year in which the new
principal residence is purchased is increased to
the extent the amount of the credit that could be
claimed under this section on the purchase of
the new residence (were such residence the first
residence purchased during the eligibility pe-
riod) is less than the amount of credit claimed
by the taxrpayer under this section.

*'(3) DEATH OF OWNER; CASUALTY LOSS; INVOL-
UNTARY CONVERSION; ETC.—Paragraph (1) shall
not apply to—

“(A) a disposition of & residence made on ac-
count of the death of any individual having a
legal or equitable interest therein occurring dur-
ing the 36-month period referred to in para-
graph (1),

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

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

(b) CLERICAL AMENDMENT.—The table of sec-
tions for subpart A of part IV of subchapter A
of chapter 1, as amended by section 2121, is
amended by inserting after the item relating to
section 23 the following new item.

“Sec. 24. Purchase of new principal residence by
first-time homebuyer.”

(c) EFPECTIVE DATE.—The amendments made
by this section shall apply to taxable years end-
ing on or after February 1, 1992,

PART II—MODIFICATION OF PASSIVE LOSS
RULES

MODIFICATION OF PASSIVE LOSS

RULES.

(@) GENERAL RULE.—Section 469 (relating to
passive activity losses and credits limited) is
amended by redesignating subsections (1) and
(m) as subsections (m) and (n), respectively, and
by inserting after subsection (k) the following
new subsection:

““1) SPECIAL RULES FOR REAL ESTATE ACTIVI-
TIES.—

*‘(1) CERTAIN ACTIVITIES TREATED AS NOT PAS-
SIVE.—

“(A) IN GENERAL—If the tarpayer meets the
requirements of paragraph (2) for the tarable
year, all—

*“(i) activities consisting of the performance of
qualified real estate services, and

‘"(ii) rental activities with respect to qualified
real property,
shall be treated as a single activity which is not
a passive activity.

‘(B) EXCEPTION.—

‘(i) IN GENERAL.—Paragraph (I) shall not
apply with respect to any activity with respect
to any real property originally placed in service
after March 3, 1992 (whether or not by the tar-
payer).

*(ii) SUBSTANTIAL RENOVATIONS.—For pur-
poses of clause (i), any real property substan-
tially renovated after March 3, 1992, shall be
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treated as originally placed in service after such
date. For purposes of this clause, property shall
be treated as substantially renovated if, during
any 24-month period beginning after such date,
additions to basis with respect to the property
exceed an amount equal to the adjusted basis of
the property at the beginning of the 24-month

period.

*"(C) LIMITATION ON INCOME WHICH RENTAL
ACTIVITY LOSSES OR CREDITS MAY OFFSET.—The
aggregate losses from all activities described in
subparagraph (A)(ii) for which a deduction is
allowed for any tarable year shall not erceed
the sum of—

(i) the aggregate income from such activities,
plus

“'(ii) the net income from passive activities to
which this subsection does not apply, plus

“(iii) an amount equal lo 80 percent of the
lesser of—

“(1) the net income from activities described in
subparagraph (A)(i), or

“(H) the taxable income of the tazpayer deter-
mined without regard to any item of income,
gain, loss, or deduction allocable to activities
described in subparagraph (A)(ii).

Any passive activity credits from activities de-

scribed in subparagraph (A)(ii) shall not be al-

lowed to the extent such credils exceed the regu-
lar taz liability of the tarpayer allocable to the

amounts described in clauses (i), (ii), and (iii).
(D) TREATMENT OF SUSPENDED LOSSES AND

CREDITS.—In the case of any unused deductions

or credits from activities described in subpara-

graph (A)(ii)—

"*(i) subsection (f) shall not apply, but

“(ii) such deductions or credits shall be treat-
ed as from such activities for purposes of apply-
ing subparagraph (C).

‘“(2) REQUIREMENTS.—A tarpayer meets the
requirements of this paragraph for any tarable
year if the tarpayer materially participates dur-
ing such tarable year in activities referred to in
subparagraphs (A) and (B) of paragraph (1) (as
determined under subsection (h) by treating all
of such activities as a single activity).

“(3) QUALIFIED REAL ESTATE SERVICES.—For
purposes of this subsection, the term ‘qualified
real estate services' means services in the con-
struction, substantial r tion, and
ment of real property or in the lease-up and sale
of qualified real property.

‘(4) QUALIFIED REAL PROPERTY.—For pur-
poses of this subsection—

“({A) IN GENERAL.—The term ‘gualified real
property’ means any real property if during the
tarable year the tarpayer actively participates
in rental activities with respect to such prop-
erty.

‘“(B) ACTIVE PARTICIPATION.—For purposes of
subparagraph (A), active participation shall be
determined under subsection (i)(6), except that
subparagraph (A) thereof shall be applied by
substituting ‘a de minimis portion’ for ‘less than
10 percent (by value)'.

**(5) SPECIAL RULE.—For purposes of this sub-
section—

"“(A) NON-OWNER EMPLOYEES.—Qualified real
estate services shall nol include any services
performed by an individual as an employee un-
less the employee owns more than a de minimis
interest in the employer.

‘(B) CLOSELY HELD C CORPORATIONS.—This
subsection shall not apply to any interests held
by a closely held C corporation.'’

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to tazable years
beginning after December 31, 1991.

PART HI—PROVISIONS RELATING TO
REAL ESTATE INVESTMENTS BY PEN-
SION FUNDS

SEC. 2421. REAL ESTATE PROPERTY ACQUIRED BY

A QUALIFIED ORGANIZATION.

fa) MODIFICATIONS OF EXCEPTIONS.—Para-

graph (9) of section 514(c) (relating to real prop-
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erty acquired by a qualified organization) is
amended by adding at the end thereof the fol-
lowing new subparagraphs:

"(G) SPECIAL RULES FOR PURPOSES OF THE EX-
CEPTIONS.—Ezxcept as otherwise provided by reg-
ulations—

(i) SMALL LEASES DISREGARDED.—For pur-
poses of clauses (iii) and (iv) of subparagraph
(B), a lease to a person described in such clause

(iii) or (iv) shall be disregarded if no more than

20 percent of the leasable floor space in a build-
ing is covered by the lease and if the lease is on
commercially reasonable terms.

“(ii) COMMERCIALLY REASONABLE FINANC-
ING.—Clause (v} of subparagraph (B) shall not
apply if the financing is on commercially rea-
sonable terms. For purposes of this clause, fi-
nancing shall be treated on commercially rea-
sonable terms if the downpayment is at least 15
percent of the sales price and the interest rate is
at least 150 percent of the applicable Federal
rate determined under section 1274(d).

‘‘(H) QUALIFYING SALES OUT OF FORECLOSURE
BY FINANCIAL INSTITUTIONS.—

(i) IN GENERAL.—In the case of a qualifying
sale out of foreclosure by a financial institution,
except as provided in regulations, clauses (i)
and (ii) of subparagraph (B) shall not apply
with respect to financing provided by such insti-
tution for such sale.

“(ii) QUALIFYING SALE.—For purposes of this
clause, there is a qualifying sale oul of fore-
closure by a financial institution where—

“(I) a gualified organization acquires f[ore-
closure property from a financial institution
and the financial institution treats such prop-
erty as property which is not a capital asset,

(11} the stated principal amount of the fi-
nancing provided by the financial institution.
does not exceed the amount of the outstanding
indebtedness (including accrued but unpaid in-
terest) of the financial institution with respect
to the foreclosure property immediately before
the acquisition referred to in clause (iv), and

*“(I11) the value (determined as of the time of
the sale) of the amount pursuant to the financ-
ing that is determined by reference to the reve-
nue, income, or profits derived from the property
does not exceed 25 percent of the value of the
property (determined as of such time).

(i) FINANCIAL INSTITUTION.—For purposes
of this subparagraph, the term ‘financial insti-
tution’ means—

“(I) any financial institution described in sec-
tion 581 or 591(a),

“(11) any other corporation which is a member
of an affiliated group (as defined in section
1504(a)) which includes an institution referred
to in subclause (I) but only if such other cor-
poration is subject to supervision and eramina-
tion by the same Federal or State agency as the
institution referred to in subclause (1), and

“(II1) any person acting as a conservator or
receiver of an entity referred to in subclause (1)
or (11).

“(iv) FORECLOSURE PROPERTY.—For purposes
of this subparagraph, the term ‘foreclosure
property’ means any real property acquired by
the financial institution as the resuit of having
bid on such property at foreclosure, or by oper-
ation of an agreement or process of law, after
there was a default (or a default was imminent)
on indebtedness which such property secured.’'

(b) INTERESTS IN MORTGAGES NOT TREATED AS
REAL PROPERTY.—

(1) IN GENERAL.—Paragraph (9) of section
514(c) is amended—

(A) by adding the following new sentence at
the end of subparagraph (A): “'For purposes of
this paragraph, an interest in a mortgage shall
in no event be treated as real property.”, and

(B) by striking the last sentence of subpara-
graph (B).

(2) EXxceprioNn.—Paragraph (9) of section
514(c), as amended by subsection (a), is amended
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by adding at the end the following new sub-
paragraph:

“(I) QUALIFIED MORTGAGE INTEREST TREATED
AS REAL PROPERTY.—

“(i) IN GENERAL—The last sentence of sub-
paragraph (A) shall not apply to any qualified
mortgage investment during the 30-month period
beginning on the date such investment is ac-
quired.

“(ii) QUALIFIED MORTGAGE INVESTMENT.—For
purposes of this subparagraph, the term ‘quali-
fied mortgage investment' means any interest in
I or more mortgages—

“(1) acquired after January 31, 1992, and be-
fore January 1, 1994, from a financial institu-
tion described in section 581 or 591(a) whick is
in conservatorship or receivership, or the con-
servator or receiver of such an institution,

“'(IT) with respect to which there is no acquisi-
tion indebtedness other than financing provided
by the person described in subclause (1), and

“(I11) the acquisition indebtedness provided
by such person is less than 50 percent of the
sales price with respect to such intlerest."

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to acquisitions on or
after February I, 1992,

SEC. 2422, SPECIAL RULES FOR INVESTMENTS IN
PARTNERSHIPS.

(@) MODIFICATION TO ANTI-ABUSE RULES.—
Paragraph (9) of section 514(c) (as amended by
section 2421) is amended by adding at the end
thereof the following new subparagraph:

‘(1) PARTNERSHIPS NOT INVOLVING TAX AVOID-
ANCE.—

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

(1) interests in such partnership were offered
for sale in an offering registered with the Secu-
rities and Exchange Commission, ;

“(11) at least 50 percent of each class of inter-
ests in such partnership is owned by individuals
who are not disqualified persons, and

“(111) the principal purpose of partnership al-
locations is not tax aveidance.

The Secretary may disregard inadvertent fail-
ures to meet the requirements of subclause (11).

““ii) DISQUALIFIED PERSONS.—For purposes of
this subparagraph, the term ‘disqualified per-
son' means any person described in clause (iii)
or (iv) of subparagraph (B) and any person who
is not @ United States person.'"

(b) REPEAL OF SPECIAL TREATMENT OF PUB-
LICLY TRADED PARTNERSHIPS.—Subsection (c) of
section 512 is amended—

(1) by striking paragraph (2),

(2) by redesignating paragraph (3) as para-
graph (2), and

(3) by striking “‘paragraph (1) or (2)" in para-
graph (2) (as so redesignated) and inserting
“paragraph (1)"".

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

SEC, 2423. TITLE-HOLDING COMPANIES PER-
MITTED TO RECEIVE SMALL
AMOUNTS OF UNRELATED BUSINESS
TAXABLE INCOME.

(a) GENERAL RULE—Paragraph (25) of section
501(c) is amended by adding at the end thereof
the fellowing new subparagraph:

(G )i) An organization shall not be treated as
failing to be described in this paragraph merely
by reason of the receipt of any income which is
incidentally derived from the holding of real
property.

‘'(ii) Clause (i) shall not apply if the amount
of gross income described in such clause exceeds
10 percent of the organization's gross income for
the taxable year unless the organization estab-
lishes to the satisfaction of the Secretary that
the receipl of gross income described in clause
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(i) in excess of such limitation was inadvertent
and reasonable steps are being taken to corrvect
the circumstances giving rise to such income.™

(b) CONFORMING AMENDMENT.—Puaragraph (2)
of section 50I(c) is amended by adding at the
end thereof the following new sentence: *'Rules
similar to the rules of subparagraph (G) of para-
graph (25) shall apply for purposes of this para-
graph.”

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to tarable years be-
ginning after December 31, 1991.

SEC. 2424. EXCLUSION FROM UNRELATED BUSI-
NESS TAX OF GAINS FROM CERTAIN
PROPERTY.

(a) GENERAL RULE.—Subsection (b) of section
512 (relating to modifications) is amended by
adding at the end thereof the following new
paragraph:

“'(16) Notwithstanding paragraph (5)(B), there
shall be excluded all gains or losses from the
sale, exchange, or other disposition of any real
property if—

“'(A) such property was acquired by the orga-
nization from—

(i) a financial institution described in section
581 or 591(a) which is in conservatorship or re-
ceivership, or

“'(ii) the conservator or receiver of such an in-
stitution, \

“(B) such property is designated by the orga-
nization within the 6-month period beginning
on the date of its acquisition as property held
Jor sale,

“{C) such sale, exchange, or disposition oc-
curs before the later of—

(i) the date which is 30 months after the date
of the acgquisition of such property, or

‘(i) the date specified by the Secrelary in
order to assure an orderly disposition of prop-
erty held by persons described in subparagraph
(A), and

(D) while such property was held by the or-
ganization, such property was not substantially
improved or renovated and there were no sub-
stantial development activities with respect to
such property.

For purposes of this paragraph, an interest in a
maortgage shall be treated as real property.”

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to property ac-
quired on or after February 1, 1992.

SEC. 2425. EXCLUSION FROM UNRELATED BUSI-
NESS TAX OF CERTAIN FEES AND OP-
TION PREMIUMS.

{a) LOAN COMMITMENT FEES.—Paragraph (1)
of section 512(b) (velating to modifications) is
amended by inserting “amounts received or ac-
crued as consideration for entering into agree-
ments to make loans,"' before “and annuities'’.

(b) OPTION PREMIUMS.—The second sentence
of section 512(b)(5) is amended by inserting “‘or
real property ' before the period.

(¢) EFFECTIVE DATE.—The amendments made
by this section shall apply to amounts received
on or after February 1, 1992,

SEC. 2426. EXCLUSION FROM UNRELATED BUSI-
NESS TAX OF CERTAIN HOTEL RENT-
AL INCOME.

(a) IN GENERAL.—Section 512(b)(3) (relating to
rents) is amended by adding at the end the fol-
lowing new subparagraph:

“{D)i) Notwithstanding subparagraph (B),
there shall be ercluded under subparagraph (A)
all rents from any real property described in
clause (ii).

“(it) Property is described in this clause if it
is @ hotel or motel with respect to which the pre-
dominant portion of accommodations is used by
transients and—

“(1) which is acquired on or after February I,
1992, from a financial institution described in
section 581 or 591(a) which is in conservatorship
or receivership, or from the conservator or re-
ceiver of such an institution, and
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“(1I) which is designated by the organization
within the 6-month period beginning on the date
of its acquisition as property held for sale.

“(iii) Clause (i) shall not apply to any real
property unless, during the 30-month period be-
ginning on the date of acquisition—

(1) the organization sells such property, or

"(1I) the organization enters into a contract
with an independent contractor to provide all
related services in connection with the property,
and such contract does not permit the organiza-
tion to derive or receive any income from the
independent contractor (within the meaning of
section 856(d)(2)(C)).

“(iv) If clause (iii)(11) applies to any property,
clause (i) shall apply to rents from such prop-
erly only during the continuous period begin-
ning with the date the property is acquired and
ending on the earlier of—

“(1) the first date after the 30-month period
described in clause (iii) on which a contract de-
seribed in clause (iii)(11) is not in effect, or

“(11) the date on which the property is sold.”

(b) EFFECTIVE DATE—The amendment made
by this section applies to property acquired after
January 31, 1992.

PART IV—OTHER PROVISIONS
SEC. 2431. INCREASE IN RECOVERY PERIOD FOR
NONRESIDENTIAL REAL PROPERTY.

(a) GENERAL RULE—Paragraph (1) of section
168(¢c) is amended by striking “*31.5 years'' in the
item relating to nonresidential real property in
the table contained therein and inserting “*40
years'".

(b) EFFECTIVE DATE.—

(1) IN GENERAL.—Ezxcept as provided in para-
graph (2), the amendments made by this section
shall apply to property placed in service by the
tarpayer after February 12, 1992.

(2) EXCEPTION.—The amendments made by
this section shall not apply to property placed
in service by the tarpayer before January 1,
1995, if—

(A) the tarpayer or a qualified person entered
into a binding written contract to purchase or
construct such property before February 13,
1992, or

(B) the construction of such property was
commenced by or for the taxpayer or a qualified
person before February 13, 1992.

For purposes of this paragraph, the term “‘quali-
fied person’ means any person who transfers
his rights in such a contract or such property to
the tarpayer but only if the property is not
placed in service by such person before such
rights are transferred to the tarpayer.

SEC. 2432, LOW-INCOME HOUSING CREDIT.

(@) EXTENSION.—

(1) IN GENERAL.—

(A) Paragraph (1) of section 42(o0) (relating to
termination of low-income housing credit) is
amended—

(i) by inserting **, for any calendar year after
1993 after “‘paragraph (2)",

(i) by striking ‘‘to any amount allocated after
June 30, 1992" in subparagraph (A), and

(iii) by striking "“June 30, 1992" in subpara-
graph (B) and inserting ‘'1993"".

d()_a) Paragraph (2) of section 42(o) is amend-
e

(i) by striking “‘July 1, 1992'" each place it ap-
pears and inserting *‘1994"",

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

(iii) by striking “June 30, 1994"" in subpara-
graph (B) and inserting ‘'‘December 31, 1995,
and

(iv) by striking *“‘July 1, 1994" in subpara-
graph (C) and inserting “January 1, 1996"".

(2) EFFECTIVE DATE.—The amendments made
by paragraph (1) shall apply to periods ending
after June 30, 1992,

(b) MODIFICATIONS . —
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(1) CARRYFORWARD RULES.—

(A) IN GENERAL—Clause (ii) of section
42(h)(3)(D) (relating to unused housing credit
carryovers allocated among certain Stales) is
amended by striking ‘‘the excess” and all that
follows and inserting ‘‘the excess (if any) of the
unused State housing credit ceiling for the year
preceding such year over the aggregate housing
credit dollar amount allocated for such year.'

(B) CONFORMING AMENDMENT.—The second
sentence of section 42(h)(3)(C) (relating to State
housing credit ceiling) is amended by striking
“‘clauses (i) and (iii)’’ and inserting “‘clauses (i)
through (iv)"".

(2) 10-YEAR ANTI-CHURNING RULE WAIVER EX-
PANDED.—Clause (ii) of section 42(d)(6)(B) (de-
fining federally assisted building) is amended by
inserting ', 221(d)(4),"’ after “221(d)(3)"".

(3) LIMITATION ON ELIGIBLE BASIS OF UNITS.—
Paragraph (5) of section 42(d) (relating to spe-
cial rules for determining eligible basis) is
amended by adding at the end thereof the fol-
lowing new subparagraph:

(D) MAXIMUM LIMIT PER UNIT.—

“(i) IN GENERAL.—Notwithstanding any other
provision of this section, and before the applica-
tion of subparagraph (C), the eligible basis of
each unit of any building shall not erceed
$124,875.

**(if) INFLATION ADJUSTMENT.—For any cal-
endar year beginning after 1992, the dollar
amount referred to in clause (i) shall be in-
creased by an amount equal to—

(1) such dollar amount, multiplied by

“(II) the cost-of-living adjustment determined

under section 1(f)(3), for such calendar year, by
substituting ‘calendar year 1991' for ‘calendar
year 1989' in subparagraph (B) thereof.
If any dollar amount after being increased
under paragraph (1) is not a multiple of $10,
such dollar amount shall be rounded to the
nearest multiple of $10 (or, if such dollar
amount is a multiple of $5, such dollar amount
shall be increased to the next higher multiple of
$10)."

(4) UNITS WITH CERTAIN FULL-TIME STUDENTS
NOT DISQUALIFIED.—Subparagraph (D) of sec-
tion 42(i) (relating to definitions and special
rules) is amended to read as follows:

‘(D) CERTAIN STUDENTS NOT TO DISQUALIFY
UNIT.—A unit shall not fail to be treated as a
low-income unit merely because it is occupied—

““fi) by an individual who is—

‘(1) a student and receiving assistance under
title I'V of the Social Security Act, or

“(H1) enrolled in a job training program re-
ceiving assistance under the Job Training Part-
nership Act or under other similar Federal,
State, or local laws, or

‘(i) entirely by full-time students if such stu-
dents are—

‘“(1) single parents and their children and
such parents and children are not dependents
(as defined in section 152) of another individual,
or

“(II) married and file a joint relurn.”

(5) TREASURY WAIVERS OF CERTAIN DE MINIMIS
ERRORS AND RECERTIFICATIONS.—Subsection (g)
of section 42 (relating to qualified low-income
housing projects) is amended by adding at the
end thereof the following new paragraph:

‘“(8) WAIVER OF CERTAIN DE MINIMIS ERRORS
AND RECERTIFICATIONS.—On application by the
tarpayer, the Secretary may waive—

““(A) any recapture under subsection (j) in the
case of any de minimis error in complying with
paragraph (1), or

“(B) any annual recertification of tenant in-
come for purposes of this subsection, if the en-
tire building is occupied by low-income ten-
ants.”

(6) BASIS OF COMMUNITY SERVICE AREAS IN-
CLUDED IN ADJUSTED BASIS.—Paragraph (4) of
section 42(d) (relating to special rules relating to
determination of adjusted basis) is amended—
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(A) by striking ‘‘subparagraph (B)' in sub-
paragraph (A) and inserting ‘‘subparagraphs
(B) and (C)",

(B) by redesignating subparagraph (C) as sub-
paragraph (D), and

(C) by inserting after subparagraph (B) the
following new subparagraph:

‘“(C) BASIS OF PROPERTY IN COMMUNITY SERV-
ICE AREAS INCLUDED.—The adjusted basis of any
building located in a gualified census tract shall
be determined by taking into account the ad-
justed buasis of properly (of a character subject
to the allowance for depreciation) used in func-
tionally related and subordinate communily ac-
tivity facilities if—

‘(i) the size of the facilities is commensurate
with tenant needs,

“(ii) the use of such facilities is predomi-
nantly by tenants and employees of the building
owner, and

“(iii) not more than 20 percent of the build-
ing’s eligible basis is attributable to the aggre-
gate basis of such facilities."

(7) EFFECTIVE DATES.—

(A) IN GENERAL—Ezxcept as provided in sub-
paragraph (B), the amendments made by this
subsection shall apply to—

(i) determinations under section 42 of the In-
ternal Revenue Code of 1986 with respect to
housing credit dollar amounts allocated from
State housing credit ceilings after June 30, 1992,
or

(ii) buildings placed in service after June 30,
1992, to the extent paragraph (1) of section 42(h)
of such Code does not apply to any building by
reason of paragraph (4) thereof, but only with
respect to bonds issued after such date.

(B) WAIVER AUTHORITY.—The amendments
made by paragraphs (2) and (5) shall take effect
on the date of the enactiment of this Act.

SEC. 2433. QUALIFIED MORTGAGE BONDS.

(a) IN GENERAL.—Subparagraph (B) of section
143(a)(1) (defining qualified mortgage bond) is
amended by striking ‘‘June 30, 1992 and insert-
ing ‘‘December 31, 1993"".

fb) MORTGAGE CREDIT CERTIFICATES.—Sub-
section (h) of section 25 (relating to interest on
certain home mortgages) is amended by striking
“June 30, 1992"' and inserting ‘‘December 31,
1993"".

(c) EFFECTIVE DATES.—

(1) Bonps.—The amendment made by sub-
section (a) shall apply to bonds issued after
June 30, 1992,

(2) CERTIFICATES.—The amendment made by
subsection (b) shall apply to elections for peri-
ods after June 30, 1992.

Subtitle F—Other Incentives
PART I—-SPECIAL DEPRECIATION
ALLOWANCE
SEC. 2501. SPECIAL DEPRECIATION ALLOWANCE
FOR CERTAIN EQUIPMENT AC-
QUIRED IN 1992,

(a) IN GENERAL.—Section 168 (relating to ac-
celerated cost recovery system) is amended by
adding at the end the following new subsection:

(i) SPECIAL ALLOWANCE FOR CERTAIN EQUIP-
MENT ACQUIRED IN 1992.—

“(1) ADDITIONAL ALLOWANCE.—In the case of
any qualified equipment—

“(A) the depreciation deduction provided by
section 167(a) for the taxable year in which such
equipment is placed in service shall include an
allowance equal to 10 percent of the adjusted
basis of the qualified equipment, and

“(B) the adjusted basis of the qualified equip-
ment shall be reduced by the amount of such de-
duction before computing the amount otherwise
allowable as a depreciation deduction under
this chapter for such tarable year and any sub-

t taxable year.

"'(2) QUALIFIED EQUIPMENT —For purposes of
this subsection—

"(A) IN GENERAL.—The term ‘qualified equip-
ment’ means property to which this section ap-
plies—
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(i) which is section 1245 property (within the
meaning of section 1245(a)(3)),

"*(ii) the original use of which commences with
the taxpayer on or after February I, 1992,

‘“(iti) which is—

“'(1) acquired by the taxpayer on or after Feb-
ruary 1, 1992, and before January 1, 1993, but
only if no written binding contract for the ac-
quisition was in effect before February I, 1992,

or

‘*(11) acquired by the tarpayer pursuant to a
written binding contract which was entered into
on or after February I, 1992, and before January
1, 1993, and

“(iv) which is placed in service by the taz-
payer before July 1, 1993,

‘(B) EXCEPTIONS.—

*(i) ALTERNATIVE DEPRECIATION PROPERTY.—
The term ‘qualified equipment’ shall not include
any property to which the alternative deprecia-
tion system under subsection (g) applies, deter-
mined—

(1) without regard to paragraph (7) of sub-
section (g) (relating to election lo have system
apply), and

“(1I) after application of section 280F(b) (re-
lating to listed property with limited business
use).

“(ii) ELECTION OUT.—If a taxpayer makes an
election under this clause with respect to any
class of property for any tazable year, this sub-
section shall not apply to all property in such
class placed in service during such tarable year.

‘“(C) SPECIAL RULES RELATING TO ORIGINAL
USE.—

(i) SELF-CONSTRUCTED PROPERTY.—In the
case of a tarpayer manufacturing, constructing,
or producing property for the tarpayer's own
use, the requirements of clause (iii) of subpara-
graph (A) shall be treated as met if the tarpayer
begins manufacturing, construcling, or produc-
ing the property on and after February I, 1992,
and before January 1, 1993.

‘‘(ii) SALE-LEASEBACKS.—For purposes of sub-
paragraph (A)(ii), if property—

(1) is originally placed in service on or after
February 1, 1992, by a person, and

“(II) is sold and leased back by such person
within 3 months after the date such property
was originally placed in service,
such property shall be lreated as originally
placed in service not earlier than the date on
which such property is used under the leaseback
referred to in subclause (11).

‘(D) COORDINATION WITH SECTION 280F.—For
purposes of section 260F—

“(i) AUTOMORBRILES.—In the case of a pas-
senger automobile (as defined in section
280F(d)(5)) which is qualified eguipment, the
Secretary shall increase the limitation under
section 280F(a)(1)(A)(i), and decrease each other
limitation under subparagraphs (A) and (B) of
section 280F(a)(1), to appropriately reflect the
amount of the deduction allowable under para-
graph (1).

““(ii) LISTED PROPERTY.—The deduction allow-
able under paragraph (1) shall be taken into ac-
count in computing any recapture amount
under section 280F(b)(2)."

(b) ALLOWANCE AGAINST ALTERNATIVE MINI-
MUM TAX.—

(1) IN GENERAL.—Section 56{a)(1)(A) (relating
to depreciation adjustment for alternative mini-
mum tar) is amended by adding at the end the
Jollowing new clause:

“‘(iii) ADDITIONAL ALLOWANCE FOR EQUIPMENT
ACQUIRED IN 1992.—The deduction under section
168(j) shall be allowed.""

(2) CONFORMING AMENDMENT.—Clause (i) of
section S6(a)(1)(A) is amended by inserting “‘or
(iii)"" after *'(ii)"".

(c) EFFECTIVE DATE—The amendments made
by this section shall apply to property placed in
service on or after February 1, 1992, in tarable
years ending on or after such date.
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SEC. 2502. TEMPORARY REPEAL OF PREFERENCE
FOR CONTRIBUTIONS OF APPRE-
CIATED PROPERTY.

(a) TEMPORARY REPEAL.—

(1) IN GENERAL.—Paragraph (6) of section
57(a) is amended by adding at the end the fol-
lowing new subparagraph:

“(C) TERMINATION.—This paragraph shall not
apply to any contribution during 1992 or 1993."

(2) CONFORMING AMENDMENT—Subparagraph
(B) of section 57(a)(6) is amended by striking the
last sentence.

(3) EFFECTIVE DATE—The amendments made
by this subsection shall apply to contributions
after December 31, 1991.

(b) ADVANCE DETERMINATION OF VALUE OF
CHARITABLE GIFTS.—

(1) IN GENERAL.—The Secretary of the Treas-
ury or his delegate shall develop and implement
a procedure under which the Secretary’s posi-
tion as to the value of tangible personal prop-
erty would be determined for Federal income tar
purposes prior to the transfer of such property
to a charitable organization.

(2) REPORT.—Not later than December 31,
1992, the Secretary of the Treasury shall report
to the Commiltee on Finance of the Senate and
the Committee on Ways and Means of the House
of Representatives with respect to the develop-
ment of the procedure under paragraph (1) and
the timetable for its implementation.

(c) STUDY OF CORPORATE SPONSORSHIP PAY-
MENTS.—

(1) IN GENERAL.—The Secretary of the Treas-
ury or his delegate shall conduct a study of the
tar treatment of corporate sponsorship pay-
ments received by taz-exempt organizations in
connection with athletic and other events, in-
cluding the ramifications of Announcement 92-
15, 1992—5 I.R.B. 51.

(2) REPORT.—Not later than 1 year after the
date of the enactment of this Act, the Secretary
shall report to the Committee on Finance of the
Senate and the Committee on Ways and Means
of the House of Representatives the results of
the study under paragraph (1).

SEC. 2503. MINIMUM TAX TREATMENT OF CER-
TAIN ENERGY PREFERENCES.

(@) MODIFICATION OF ADJUSTED CURRENT
EARNINGS.—Clause (i) of section 56(g)(4)(D) is
amended by striking *'The” and inserting *'In
the case of an integrated oil company (as de-
fined in section 291(b)(4)), the.

(b) MODIFICATIONS OF ENERGY PREFERENCE
ADJUSTMENT.—

(1) IN GENERAL.—Subparagraph (A) of section
56(R)(3) is amended to read as follows:

“*(A) 50 percent of the intangible drilling cost
preference, plus’'.

(2) CONFORMING AMENDMENTS.—

(A) Paragraph (1) of section 56(h) is amended
by inserting ‘“(as defined in section 291(b)(1))"
after “company"’

(B) Paragraph m of section 56(h) is amended
to read as follows:

‘“(4) INTANGIBLE DRILLING COST PREFERENCE.—
For purposes of this subsection, the term ‘intan-
gible drilling cost preference’ means the amount
by whick alternative minimum tarable income
would be reduced if it were computed without
regard to section 57(a)(2).”

(C) Section 56(h) is amended by striking para-
graph (6) and by redesignating paragraphs (7)
and (8) as paragraphs (6) and (7).

(c) NET INCOME LIMITATION.—Subparagraph
(A) of section 57(a)(2) is amended by adding at
the end the following new sentence: '‘In the
case of a taxpayer other than an integrated oil
company (as defined in section 291(b)(4)), the
preceding sentence shall be applied by substitut-
ing ‘70 percent' for ‘65 percent’ .

(d) EFFECTIVE DATE.—The amendments made
by this section shall apply to tarable years be-
ginning after December 31, 1991.
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SEC. 2504. ELIMINATION OF ACE DEPRECIATION
ADJUSTMENT.

(a) IN GENERAL—Clause (i) of section
56(g)(4)(A) (relating to depreciation adjustments
for computing adjusted current earnings) is
amended by adding at the end the following
new sentence: ''The preceding sentence shall not
apply to property placed in service on or after
February 1, 1992, and the depreciation deduc-
tion with respect to such properly shall be deter-
mined under the rules of subsection (a)(I1)A).”"

(b) EFFECTIVE DATES.—

(1) IN GENERAL.—Ezcept as provided in para-
graph (2), the amendments made by this section
shall apply to property placed in service on or
after February 1, 1992, in tazable years ending
after such date.

(2) COORDINATION  WITH  TRANSITIONAL
RULES.—The amendments made by this section
shall not apply to any property to which para-
graph (1) of section 56(a) of the Internal Reve-
nue Code of 1986 does not apply by reason of
subparagraph (C)(i) of such paragraph (1).

PART III—EXTENSION OF OTHER
EXPIRING TAX PROVISIONS
SEC. 2505. EXTENSION OF RESEARCH CREDIT.

(a) IN GENERAL.—Subsection (h) of section 41
(relating to credit for increasing research activi-
ties) is amended—

(1) by striking ‘“‘Jume 30, 1992 each place it
appears and inserting ‘‘December 31, 1993"; and

(2) by striking “July 1, 1992" each place it ap-
pears and inserting “January 1, 1994".

(h) CONFORMING AMENDMENT.—Subparagraph
(D) of section 28(b)1) is amended by striking
“June 30, 1992" and inserting ‘‘December 31,
1993,

(¢) EFFECTIVE DATE—The amendments made
by this section shall apply to amounts paid or
incurred after June 30, 1992.

SEC. 2506. EXTENSION OF SMALL ISSUE BONDS.

(a) IN GENERAL.—Subparagraph (B) of section
144(a)(12) (relating to termination dates) is
amended by striking ‘“June 30, 1992" and insert-
ing “‘December 31, 1993".

(b) EFrFecTIVE DATE—The amendment made
by this section shall apply to bonds issued after
June 30, 1992,

SEC. 2507. EXTENSION OF ENERGY INVESTMENT
CREDIT FOR SOLAR AND GEO-
THERMAL PROPERTY.

(a) IN GENERAL.—Subparagraph (B) of section
48(a)(2) (relating to energy percentage) is
amended by striking ‘‘June 30, 1992"" and insert-
ing ‘‘December 31, 1993".

(b) EFFECTIVE DATE.—The amendment made
by this section shall apply to property placed in
service after June 30, 1992.

SEC. 2508. EXCISE TAX ON CERTAIN VACCINES.

(a) TAx.—Paragraphs (2) and (3) of section
4131(c) (relating to taxr on certain vaccines) are
each amended by striking ''1992"" each place it
appears and inserting “'1994"".

(b) TRUST FUND.—Paragraph (1) of section
9510(c) (relating to erpenditures from Vaccine
Injury Compensation Trust Fund) is amended
by striking **1992"" and inserting *‘1994"".

(c) STupy.—The Secretary of the Treasury, in
consultation with the Secretary of Health and
Huwman Services, shall conduct a study of—

(1) the estimated amount that will be paid
from the Vaccine Injury Compensation Trust
Fund with respect to vaccines administered
after September 30, 1988, and before October I,
1994,

(2) the rates of vaccine-related injury or death
with respect to the various types of such vac-
cines,

(3) new vaccines and immunization practices
being developed or used for which amounts may
be paid from such Trust Fund, and

(4) whether additional vaccines should be in-
cluded in the vaccine injury compensation pro-
gram.
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The report of such study shall be submitted not

later than January 1, 1994, to the Committee on

Ways and Means of the House of Representa-

tives and the Committee on Finance of the Sen-

ate.

() EFFECTIVE DATE—The amendments made
by subsections (a) and (b) shall take effect on
the date of the enactment of this Act.

SEC. 2509. CERTAIN TRANSFERS TO RAILROAD

RETIREMENT ACCOUNT.

Subsection (c)(1)(A) of section 224 of the Rail-
road Retirement Solvency Act of 1983 (relating
to section 72(r) revenue increase lransferred to
certain railroad accounts) is amended by strik-
ing “‘with respect to benefits received before Oc-
tober 1, 1992"",

SEC. 2510. EXTENSION OF TAX CREDIT FOR OR-

PHAN DRUG CLINICAL TESTING EX-
PENSES.

(a) IN GENERAL.—Subsection (e) of section 28
(relating to clinical testing expenses for certain
drugs for rare diseases or conditions) is amended
by striking “June 30, 1992 and inserting "‘De-
cember 31, 1993"".

(b) EFFECTIVE DATE.—The amendment made
by this section shall apply to tazable years end-
ing after June 30, 1992,

PART IV—REPEAL OF CERTAIN LUXURY
EXCISE TAXES; TAX ON DIESEL FUEL
USED IN NONCOMMERCIAL MOTOR-
BOATS

SEC. 2511. REPEAL OF LUXURY EXCISE TAXES

OTHER THAN ON PASSENGER VEHI-
CLES.

(a) IN GENERAL.—Subchapter A of chapter 31
(relating to retail excise taxes) is amended to
read as follows:

“Qubchapt,
¢

A—L y P g
Automobiles
“'Sec. 4001. Imposition of tazx.

“Sec. 4002. 1st retail sale; uses, etc. treated as
sales; determination of price.

“Sec. 4003. Special rules.

“SEC. 4001, IMPOSITION OF TAX.

‘(@) IMPOSITION OF TAX.—There is hereby im-
posed on the Ist retail sale of any passenger ve-
hicle a taxr equal to 10 percent of the price for
which so sold to the extent such price exceeds
£30,000.

*(b) PASSENGER VEHICLE.—

‘(1) IN GENERAL.—For purposes of this sub-
chapter, the term ‘passenger vehicle’ means any
4-wheeled vehicle—

“'(A) which is manufactured primarily for use
on public streets, roads, and highways, and

“(B) which is rated at 6,000 pounds unloaded
gross vehicle weight or less.

*(2) SPECIAL RULES.—

‘{A) TRUCKS AND VANS.—In the case of a
truck or van, paragraph (1)(B) shall be applied
by substituting ‘gross vehicle weight’ for ‘un-
loaded gross vehicle weight',

“(B) LIMOUSINES.—In the case of a limousine,
paragraph (1) shall be applied without regard to
subparagraph (B) thereof.

“(c) EXCEPTIONS FOR TAXICABS, ETC.—The
taxr imposed by this section shall not apply to
the sale of any passenger vehicle for use by the
purchaser exclusively in the active conduct of a
trade or business of transporting persons or
property for compensation or hire.

“td) EXEMPTION FOR LAW ENFORCEMENT
USES, ETc.—No tax shall be imposed by this sec-
tion on the sale of any passenger vehicle—

‘(1) to the Federal Government, or a State or
lacal government, for use exclusively in police,
firefighting, search and rescue, or other law en-
forcement or public safety activities, or in public
works activities, or

“(2) to any person for use exclusively in pro-
viding emergency medical services.

‘"(e) INFLATION ADJUSTMENT.—

“(1) IN GENERAL.—In the case of any calendar
year after 1991, the $30,000 amount in subsection
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(a) and section 4003(a) shall be increased by an
amount equal to—

‘'(A) $30,000, multiplied by

‘“(B) the cost-of-living adjustment under sec-
tion 1(f)}(3) for such calendar year, determined
by substituting ‘calendar year 1990° for ‘cal-
endar year 1991' in subparagraph (B) thereof.

‘“(2) ROUNDING.—If any amount as adjusted
under paragraph (1) is not a multiple of $100,
such amount shall be rounded to the nearest
multiple of $100 (or, if such amount is a multiple
of 850 and not of 3100, such amount shall be
rounded to the next highest multiple of $100).

"'(f) TERMINATION.—The tax imposed by this
section shall not apply to any sale or use after
December 31, 1999.

“SEC. 4002. 1ST RETAIL SALE; USES, ETC. TREAT-
ED AS SALES; DETERMINATION OF
PRICE.

‘(@) IST RETAIL SALE—For purposes of this
subchapter, the term ‘Ist retail sale’ means the
1st sale, for a purpose other than resale, after
manufacture, production, or importation.

**(b) USE TREATED AS SALE.—

‘(1) IN GENERAL.—If any person uses a pas-
senger vehicle (including any use after importa-
tion) before the Ist retail sale of such vehicle,
then such person shall be liable for taxr under
this subchapter in the same manner as if such
vehicle were sold at retail by him.

‘'(2) [EXEMPTION FOR FURTHER MANUFAC-
TURE.—Paragraph (1) shall not apply to use of
a vehicle as material in the manufacture or pro-
duction of, or as a component part of, another
vehicle tazable under this subchapter to be man-
ufactured or produced by him.

““(3) EXEMPTION FOR DEMONSTRATION USE.—
Paragraph (1) shall not apply to any use of a
passenger vehkicle as a demonstrator for a poten-
tial customer while the potential customer is in
the vehicle.

*(4) EXCEPTION FOR USE AFTER IMPORTATION
OF CERTAIN VEHICLES.—Paragraph (1) shall not
apply to the use of a vehicle after importation if
the user or importer establishes to the satisfac-
tion of the Secretary that the Ist use of the vehi-
cle occurred before January 1, 1991, outside the
United States.

“(5) COMPUTATION OF TAX.—In the case of
any person made liable for tar by paragraph (1),
the tax shall be computed on the price at which
similar vehicles are sold at retail in the ordinary
course of trade, as determined by the Secretary.

“(c) LEASES CONSIDERED AS SALES.—For pur-
poses of this subchapter—

‘(1) IN GENERAL.—Ezxcept as otherwise pro-
vided in this subsection, the lease of a vehicle
(including any renewal or any ertension of a
lease or any subsequent lease of such vehicle) by
any person shall be considered a sale of such ve-
hicle at retail.

*(2) SPECIAL RULES FOR LONG-TERM LEASES.—

“(A) TAX NOT IMPOSED ON SALE FOR LEASING
IN A QUALIFIED LEASE.—The sale of a passenger
vehicle to a person engaged in a p ger vehi-
cle leasing or rental trade or business for leasing
by such person in a long-term lease shall not be
treated as the Ist retail sale of such vehicle.

““{B) LONG-TERM LEASE.—For purposes of sub-
paragraph (A), the term ‘long-term lease’ means
any long-term lease (as defined in section 4052).

""(C) SPECIAL RULES.—In the case of a long-
term lease of a vehicle which is treated as the
Ist retail sale of such vehicle—

““(i) DETERMINATION OF PRICE.—The tax under
this subchapter shall be computed on the lowest
price for which the vehicle is sold by retailers in
the ordinary course of trade.

‘“(ii) PAYMENT OF TAX.—Rules similar to the
rules of section 4217(e)(2) shall apply.

““(iii) NO TAX WHERE EXEMPT USE BY LESSEE.—
No tax shall be imposed on any lease payment
under a long-term lease if the lessee’s use of the
vehicle under such lease is an exempt use (as de-
fined in section 4003(b)) of such vehicle.
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“{d) DETERMINATION OF PRICE.—

‘“{1) IN GENERAL.—In determining price for
purposes of this subchapter—

‘'(A) there shall be included any charge inci-
dent to placing the article in condition ready for

use,

“(B) there shall be excluded—

(i) the amount of the tar imposed by this
subchapter,

“(ii) if stated as a separate charge, the
amount of any retail sales tax imposed by any
State or political subdivision thereof or the Dis-
trict of Columbia, whether the liability for such
tax is imposed on the vendor or vendee, and

I"fiii} the value of any component of such arti-
cle if—

(1) such component is furnished by the Ist
user of such article, and

*“(II) such component has been used before
such furnishing, and

“(C) the price shall be determined without re-
gard to any trade-in.,

*(2) OTHER RULES.—Rules similar to the rules
of paragraphs (2) and (4) of section 4052(b) shall
apply for purposes of this subchapter.

“SEC. 4003. SPECIAL RULES.

“fa) SEPARATE PURCHASE OF VEHICLE AND
PARTS AND ACCESSORIES THEREFOR.—Under reg-
ulations prescribed by the Secretary—

(1) IN GENERAL.—Ezxcept as provided in para-
graph (2), if—

“‘(A) the owner, lessee, or operator of any pas-
senger vehicle installs (or causes to be installed)
any part or accessory on such vehicle, and

‘“AB) such installation is not later than the
date 6 months after the date the vehicle was Ist
placed in service,
then there is hereby imposed on such installa-
tion a tar equal to 10 percent of the price of
such part or accessory and its installation.

“(2) LIMITATION.—The tax imposed by para-
graph (1) on the installation of any part or ac-
cessory shall not exceed 10 percent of the excess
(if any) of—

““(A) the sum of—

(i) the price of such part or accessory and its
installation,

“‘(ii) the aggregate price of the parts and ac-
cessories (and their installation) installed before
such part or accessory, plus

“(iii) the price for which the passenger vehicle
was sold, over

“(B) $30,000.

"“(3) EXCEPTIONS.—Paragraph (1) shall not
apply if—

“(A) the part or accessory installed is a re-
placement part or accessory,

““(B) the part or accessory is installed lo en-
able or assist an individual with a disability to
operate the vehicle, or to enter or exit the vehi-
cle, by compensating for the effect of such dis-
ability, or

“(C) the aggregate price of the parts and ac-
cessories (and their installation) described in
paragraph (1) with respect to the vehicle does
not exceed 8200 (or such other amount or
amounts as the Secretary may by regulation
prescribe).

‘(1) INSTALLERS SECONDARILY LIABLE FOR
TAX.—The owners of the trade or business in-
stalling the parts or accessories shall be sec-
ondarily liable for the taxr imposed by this sub-
section.

“'(b) IMPOSITION OF TAX ON SALES, ETC.,
WITHIN 2 YEARS OF VEHICLES PURCHASED TAX-
FREE.—

(1) IN GENERAL.—If—

“tAd) no tar was imposed under this sub-
chapter on the Ist retail sale of any passenger
vehicle by reason of its exempt use, and

“(B) within 2 years after the date of such Ist
retail sale, such vehicle is resold by the pur-
chaser or such purchaser makes a substantial
nonerempt use of such vehicle,
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then such sale or use of such vehicle by such
purchaser shall be lreated as the 1st retail sale
of such vehicle for a price equal to its fair mar-
ket value at the time of such sale or use.

“(2) EXEMPT USE.—For purposes of this sub-
section, the term ‘exempt use' means any use of
a vehicle if the st retail sale of such vehicle is
not tarable under this subchapter by reason of
such use.

“(c) PARTS AND ACCESSORIES SOLD WITH TAX-
ABLE ARTICLE.—Parts and accessories sold on,
in connection with, or with the sale of any pas-
senger vehicle shall be treated as part of the ve-
hicle.

''(d) PARTIAL PAYMENTS, ETC.—In the case of
a contract, sale, or arrangement described in
paragraph (2), (3), or (4) of section 4216(c), rules
similar to the rules of section 4217(e)(2) shall
apply for purposes of this subchapter.'

(b) TECHNICAL AMENDMENTS.—

(1) Subsection (c) of section 4221 is amended
by striking *‘4002(b), 4003(c), 4004(a)’ and in-
serting “‘4001(d)"’.

(5) Subsection (d) of section 4222 is amended
by striking “‘4002(b), 4003(c), 4004(a)’" and in-
serting “‘4001(d)"".

(3) The table of subchapters for chapter 31 is
amended by striking the item relating to sub-
chapter A and inserting the following:

“Subchapter A. Lurury passenger vehicles.”

(c) EFFECTIVE DATE.—The amendments made
by this section shall take effect on February 1,
1992,

SEC. 2512. TAX ON DIESEL FUEL USED IN NON-
COMMERCIAL MOTORBOATS.

(a) GENERAL RULE,—

(1) Paragraph (2) of section 4092{a) (defining
diesel fuel) is amended by striking *‘or a diesel-
powered train' and inserting ", a diesel-pow-
ered train, or a diesel-powered motorboat’’.

(2) Paragraph (1) of section 4041(a) is amend-

(A) by striking “‘diesel-powered highway vehi-
cle" each place it appears and inserting “'diesel-
powered highway vehicle or diesel-powered mo-
torboat"”, and

(B) by striking ‘‘such vehicle' and inserting
“such vehicle or motorboat"'.

(3) Subparagraph (B) of section 4092(b)(1) is
amended by striking ‘“‘commercial and non-
commercial vessels'' each place it appears and
inserting '‘vessels for use in an off-highway
business use (as defined in section
6421(e)(2)(B)) .

(b) EXEMPTION FOR USE IN FISHERIES OR COM-
MERCIAL NAVIGATION.—Subparagraph (B) of
section 6421(e)(2) is amended to read as follows:

“(B) USES IN MOTORBOATS.—The term ‘off-
highway business use’ does not include any use
in a motorboat; except that such term shall in-
clude any use in—

‘(i) a vessel employed in the fisheries or in the
whaling business, and

“(ii) @ motorboat in the active conduct of—

“(1) a trade or business of commercial fishing
or lransporting persons or property for com-
pensation or hire, or

“(H) any other trade or business unless the
motorboat is used predominantly in any activity
which is of a type generally considered to con-
stitute entertainment, amusement or recre-
ation.”

(c) RETENTION OF TAXES IN GENERAL FUND.—

(1) TAXES IMPOSED AT HIGHWAY TRUST FUND
FINANCING RATE.—Paragraph (4) of section
9503(h) (relating to transfers to Highway Trust
Fund) is amended—

(A) by striking “and” at the end of subpara-
graph (A),

(B) by striking the period at the end of sub-
paragraph (B) and inserting *', and", and

(C) by adding at the end thereof the following
new subparagraph;:
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“(C) there shall not be taken into account the
tares imposed by sections 4041 and 4091 on diesel
fuel sold for use or used as fuel in a diesel-pow-
ered motorboat.”

(2) TAXES IMPOSED AT LEAKING UNDERGROUND
STORAGE TANK TRUST FUND FINANCING RATE.—
Subsection (b) of section 9508 (relating to trans-
fers to Leaking Underground Storage Tank
Trust Fund) is amended by adding at the end
thereof the following new sentence: ‘‘For pur-
poses of this subsection, there shall not be taken
into account the tazes imposed by sections 4041
and 4091 on diesel fuel sold for use or used as
fuel in a diesel-powered motorboat.”

(d) EFFECTIVE DATE.—The amendments made
by this section shall take effect on July 1, 1992,
PART V—OTHER PROVISIONS
SEC, 2513, TREATMENT OF EMPLOYER-PROVIDED

TRANSPORTATION BENEFITS.

(a) ExcLusioN.—Subsection (a) of section 132
(relating to exclusion of certain fringe benefits)
is amended by striking ‘‘or" at the end of para-
graph (3), by striking the period at the end of
paragraph (4) and inserting ‘', or”, and by add-
ing at the end thereof the following new para-
graph:

*'(5) qualified transportation fringe.”

(b) QUALIFIED TRANSPORTATION FRINGE.—Sec-
tion 132 is amended by redesignating subsections
(1), (g), (h), (i), (), and (k) as subsections (g),
(h), (i), (1), (k), and (1), respectively, and by in-
serting after subsection (e) the following new
subsection:

““(f) QUALIFIED TRANSPORTATION FRINGE.—

““(1) IN GENERAL.—For purposes of this sec-
tion, the term ‘qualified transportation fringe’
means any of the following provided by an em-
ployer to an employee:

“(A) Transportation in a commuter highway
vehiole if such transportation is in connection
with travel between the employee's residence
and place of employment.

“(B) Any transit pass.

“(C) Qualified parking.

*(2) LIMITATION ON EXCLUSION.—The amount
of the fringe benefits which are provided by an
employer to any employee and which may be ez-
cluded from gross income under subsection (a)(5)
shall not exceed—

““(A) 360 per month in the case of the aggre-
gate of the benefits described in subparagraphs
(A) and (B) of paragraph (1), and

‘'(B) 8160 per month in the case of qualified
parking.

"(3) BENEFIT NOT IN LIEU OF COMPENSATION.—
Subsection (a)(5) shall not apply to any quali-
fied transportation fringe unless such benefit is
provided in addition to (and not in lieu of) any
compensation otherwise payable to the, em-
ployee.

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

“(A) TRANSIT PASS.—The term ‘lransit pass’
means any pass, token, farecard, voucher, or
similar item entitling a person to transportation
for transportation at a reduced price) if such
transportation is—

*'(i) on mass transit facilities (whether or not
publicly owned), or

*'(ii) provided by any person in the business of
transporting persons for compensation or hire if
such transportation is provided in a vehicle
meeting the requirements of subparagraph
(B)(i).

‘“(B) COMMUTER HIGHWAY VEHICLE—The term
‘commuter highway vehicle’ means any highway
vehicle—

(i) the seating capacity of which is at least
6 adults (not including the driver), and

“(it) at least 80 percent of the mileage use of
which can reasonably be exrpected to be—

(1) for purposes of transporting employees in
connection with travel between their residences
and their place of employment, and
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“(11) on trips during which the number of em-
ployees transported for such purposes is at least
2 of the adult seating capacily of such vehicle
(not including the driver).

“(C) QUALIFIED PARKING.—The term 'qualified
parking" means parking provided to an em-
ployee on or near the business premises of the
employer or on or near a location from which
the employee commutes to work by lranspor-
tation described in subparagraph (4), in a com-
muter highway vehicle, or by carpool.

''(D) TRANSPORTATION. PROVIDED BY EM-
PLOYER.—Transportation referred to in para-
graph (1)(A) shall be considered to be provided
by an employer if such transportation is fur-
nished in a commuter highway vehicle operated
by or for the employer.

‘(E) EMPLOYEE.—For purposes of this sub-
section, the term ‘employee’ does not include an
individual who i3 an employee within the mean-
ing of section 401(c)(1).

““(5) INFLATION ADJUSTMENT.—In the case of
any tarable year beginning in a calendar year
after 1992, the dollar amounts contained in
paragraph (2)(A) and (B) shall be increased by
an amount equal to—

*(A) such dollar amount, multiplied by

“(B) the cost-of-living adjustment determined

under section I(f)(3) for the calendar year in
which the tazable year begins by substituting
‘calendar year 1991' for ‘calendar year 1989 in
subparagraph (B) thereof.
If any increase determined under the preceding
sentence is not a mulliple of 31, such increase
s.;mli.’ be rounded to the next lowest multiple of
31

“(6) COORDINATION WITH OTHER PROVISIONS.—
For purposes of this section, the terms ‘working
condition fringe' and ‘de minimis fringe' shall
not include any qualified transportation fringe
(determined without regard to paragraph (2))."”

(c) CONFORMING AMENDMENT.—Subsection (i)
of section 132 (as redesignated by subsection (b))
is amended by striking paragraph (4) and redes-
ignating the following paragraphs accordingly.

(d) EFFECTIVE DATE.—

(1) IN GENERAL—The amendments made by
this section shall apply to benefits provided
after December 31, 1991,

(2) PARKING LIMIT.—The limitation of sub-
paragraph (B) of section 132(f)(2) of the Inter-
nal Revenue Code of 1986 (as amended by this
section) shall only apply to benefits provided for
months beginning after the date of the enact-
ment of this Act.

SEC. 2514. TARIFF CLASSIFICATION OF LIGHT
TRUCKS. |

(a) IN GENERAL.—The Additional United
States Notes for chapter 87 of the Harmonized
Tariff Schedule of the United States is amended
by redesignating note 2 as note 3 and inserting
after note I the following new note:

"2, Any passenger van, multipurpose van,
sport utility vehicle, or other Jeep-type vehicle
with a g.v.w. not exceeding 3.85 metric tons and
a basic vehicle frontal area of 4.1805 square me-
ters or less which is—

“(a) designed primarily for iransportation of
property or is a derivation of such a vehicle;

*'(b) ‘equipped with special features enabling
off-street or off-highway operation and use; or

“(c) suitable for cargo-carrying purposes or
other nonpassenger-carrying purposes through
the removal of seats by means installed for that
purpose by the manufacturer of the vehicle or
with simple tools, such as screwdrivers and
wrenches, so as to create a flat, floor level sur-
face extending from the forwardmost point of in-
stallation of the seats lo the rear of the vehicle's
interior;
shall be classified under heading 8704."

(b) EFFECTIVE DATE.—The amendment made
by this section shall apply to merchandise en-
tered, or withdrawn from warehouse for con-
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sumption, after the 15th day after the date of
the enactment of this Act.

TITLE III—PAYMENT OF FAIR SHARE BY

HIGH-INCOME TAXPAYERS
Subtitle A—Treatment of Wealthy Individuals
SEC. 3001. INCREASE IN TOP MARGINAL RATE
UNDER SECTION 1.

(@) GENERAL RULE.—Section 1 (relating to tax
imposed) is amended by striking subsections (a)
through (e) and inserting the following:

‘(@) MARRIED INDIVIDUALS FILING JOINT RE-
TURNS AND SURVIVING SPOUSES.—There is here-
by imposed on the tazable income of—

(1) every married individual (as defined in
section 7703) who makes a single return jointly
with his spouse under section 6013, and

**(2) every surviving spouse (as defined in sec-
tion 2(a)),

a tax determined in accordance with the follow-
ing table:

“If taxable income is: The tax is:

Notiover $35800 ................ 15% of tarable income,

Over $35800 but not over 85370, plus 28% of the ex-
$86.500. cess over $35,600.

Over $86.500 but not over $19566, plus 31% of the ex-
$175,000. cess over $86,500.

Over $175,000 ........cooceeeeee. 347,001, plus 36% of the ex-

cess over $175,000.

“tb) HEADS OF HOUSEHOLDS.—There is hereby
imposed on the tarable income of every head of
a household (as defined in section 2(b)) a tazx
determined in accordance with the following
table:

The tax is:
15% of taxable income.

“If taxable income is:

Not over 528,750 .....cverrernen

QOuver 328,750 but not over 34,312.50, plus 28% of the
§74,150. ercess over $28,750.

Over $74,150 but not over $17,024.50, plus 31% of the
$162,500. ercess over §74,150.

Over $162,500 844 413, plus 36% of the ex-

cess over §162,.500.

“fe) UNMARRIED INDIVIDUALS (OTHER THAN
SURVIVING SPOUSES AND HEADS OF HOUSE-
HOLDS).—There is hereby imposed on the taxable
income of every individual (other than a surviv-
ing spouse as defined in section 2(a) or the head
of a household as defined in section 2(b)) who is
not a married individual (as defined in section
7703) a tax determined in accordance with the
following table:

“If taxable income is: The tax is:
Not over $21.450 ................ 15% of tarable income.
Over 321,450 but not over $3,217.50, plus 28% of the

$51,900. ercess over $21 450,

Over $51,900 but not over $11,743.50, plus 31% of the
$150,000. ercess over 351,900,

Over SIS0,000 ........cccocee... 34215450, plus 36% of the

ercess over $150,000

“fd) MARRIED INDIVIDUALS FILING SEPARATE
RETURNS.—There is hereby imposed on the tax-
able income of every married individual (as de-
fined in section 7703) who does not make a sin-
gle return jointly with his spouse under section
6013, a tax determined in accordance with the
following table:

“If taxable income is: The tax is:

Not over $17,900 ................ 15% of tarable income.

Over $17,900 but not over 32,685, plus 28% of the ex-
£43,250. cess over $17,900.

Over $43,250 but not over $9,783, plus 31% of the ex-
cess over $43,250.

$23,500.50, plus 36% of the
ercess over $87 500,

“(e) ESTATES AND TRUSTS.—There is hereby
imposed on the taxable income of—

(1) every estate, and

*(2) every trust,
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taxable under this subsection a tar determined
in accordance with the following table:

“If taxable income is:
Not over $3.500 ...
Over £3,500

The tax is:
v 15% of tazable income.
. $525, plus 36% of the ex-
cess over 33,500."

(b) CONFORMING AMENDMENTS.—

(1) Section 541 is amended by striking *'28 per-
cent”’ and inserting ‘36 percent"'.

(2)(A) Subsection (f) of section 1 is amended—

(i) by striking *'1990" in paragraph (1) and in-
serting ‘'1992", and

(ii) by striking “'1989" in paragraph (3N(B)
and inserting ‘1991"’,

(B) Subparagraph (B) of section 32(i)(1) is
amended by striking ‘1989 and inserting
1991,

(C) Subparagraph (C) of section 41(e)(5) is
amended by striking ‘1989 each place it ap-
pears and inserting “*1991".

(D) Subparagraph (B) of section 63(c)(4) is
amended by striking ''1989" and inserting
“1991°".

(E) Subparagraph (B) of section 68(b)(2) is
amended by striking ‘'‘1989" and inserting
1991,

(F) Subparagraphs (A)(ii) and (B)(ii) of sec-
tion 151(d)(4) are each amended by striking
“1989" and inserting ‘1991,

(G) Clause (ii) of section 513(h)(2)(C) is
amended by striking ''1989" and inserting
1991,

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to taxable years be-
ginning after December 31, 1991,

SEC. 3002. SURTAX ON INDIVIDUALS WITH IN-
COMES OVER $1,000,000.

(a) GENERAL RULE.—Subchapter A of chapter
1 (relating to determination of tax liability) is
amended by adding at the end thereof the fol-
lowing new part:

“PART VIII—SURTAX ON INDIVIDUALS

WITH INCOMES OVER $£1,000,000

“Sec. 59B. Surtar on section I tazx.
“Sec. 59C. Surtar on minimum tazr.

““Sec. 59D. Special rules.
“SEC. 59B. SURTAX ON SECTION 1 TAX.

“In the case of an individual who has taxable
income for the taxzable year in ercess of
31,000,000, the amount of the taxr imposed under
section 1 for such tazable year shall be in-
creased by 10 percent of the amount which bears
the same ratio to the tax imposed under section
I (determined without regard to this section)
as—

(1) the amount by which the tarable income
of such individual for such tazable year exceeds
$1,000,000, bears to

“(2) the total amount of such individual's tazx-
able income for such tarable year.

“SEC. 59C. SURTAX ON MINITMUM TAX.

“In the case of an individual who has alter-
native minimum taxable income for the tazxable
year in ercess of $1,000,000, the amount of the
tentative minimum tar determined under section
55 for such taxable year shall be increased by 2.4
percent of the amount by which the alternative
minimum taxable income of such tarpayer for
the taxable year exceeds $1,000,000.

“SEC. 59D. SPECIAL RULES.

‘“la) TREATMENT OF MARRIED INDIVIDUALS
FILING SEPARATE RETURNS.—In the case of a
married individual (within the meaning of sec-
tion 7703) filing a separate return for the tax-
able year, sections 59B and 59C shall be applied
by substituting ‘$500,000° for '$1,000,000°.

“(b) COORDINATION WITH OTHER PROVI-
SIONS.—The provisions of this part—

*(1) shall be applied after the application of
subsections (h) and (i) of section 1, but
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“(2) before the application of any other provi-
sion of this title which refers to the amount of
tar imposed by section I or 55, as the case may
be."

(b) CLERICAL AMENDMENT.—The table of parts
Sfor subchapter A of chapter 1 is amended by
adding at the end the following new item:

“Part VIII. Surtax on individuals with incomes
over §1,000,000.”"

(¢) EFFECTIVE DATE—The amendments made
by this section shall apply to taxable years be-
ginning after December 31, 1991.

SEC. 3003. EXTENSION OF OVERALL LIMITATION
ON ITEMIZED DEDUCTIONS FOR
HIGH-INCOME TAXPAYERS.

Section 68 (relating to overall limitation on
itemized deductions) is amended by striking sub-
section (f).

SEC. 3004. EXTENSION OF PHASEOUT OF PER-
SONAL EXEMPTION OF HIGH-INCOME
TAXPAYERS.

Section 151(d)(3) (relating to phaseout of per-
sonal eremption) is amended by striking sub-
paragraph (E).

SEC. 3005. MARK TO MARKET INVENTORY METH-
0D FOR SECURITIES DEALERS.

(a) GENERAL RULE.—Subpart D of part Il of
subchapter E of chapter 1 (relating to inven-
tories) is amended by adding at the end thereof
the following new section:

“SEC. 475. MARK TO MARKET INVENTORY METH-
OD FOR DEALERS IN SECURITIES.

““(a) GENERAL RULE.—Notwithstanding any
other provision of this subpart, the following
rules shall apply to securities held by a dealer in
securities:

(1) Any security which is inventory in the
hands of the dealer shall be included in inven-
tory at market value.

*(2) In the case of any security which is not
inventory in the hands of the dealer and which
is held at the close of any tarable year—

“'(A) the dealer shall recognize gain or loss as
if such security were sold on the last business
day of such tazable year, and

“(B) any gain or loss shall be taken into ac-
count for such tarable year.

Proper adjustment shall be made in the amount
of any gain or loss subsequently realized for
gain or loss taken into account under the pre-
ceding sentence. The Secretary may provide by
regulations for the application of this para-
graph at times other than the times provided in
this paragraph.

**(b) EXCEPTIONS.—

“(1) IN GENERAL.—Subsection (a) shall not
apply to—

“(A) any security held for investinent,

“(B) any security described in subsection
{e)(2)(C) which is originated or acquired by the
tarpayer in the ordinary course of a trade or
business of the taxpayer and which is not held
for sale, and

"“(C) any hedge with respect to—

(i) a securily to which subsection (a) does
not apply, or

“'(ii) a position or a liability which is not a se-
curity in the hands of the tarpayer.

"*(2) IDENTIFICATION REQUIRED.—AnNy security
shall not be treated as described in subpara-
graph (A), (B), or (C) of paragraph (1), as the
case may be, unless such securily is clearly
identified in the dealer’s records as being de-
scribed in such subparagraph before the close of
the day on which it was acquired, originated, or
entered into (or such other time as the Secretary
may by regulations prescribe).

*(3) SECURITIES SUBSEQUENTLY HELD FOR
SALE—If, at any time after the close of the day
on which any security described in paragraph
(1) was acquired, originated, or entered into (or
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such other time as the Secretary may by regula-
tions prescribe)—

"“(A) such security is held for sale to cus-
tomers in the ordinary course of a laxpayer'’s
trade or business, or

*(B) such security is held as a hedge of a se-
curity to which subsection (a) applies,
such security shall not be treated as described in
such paragraph as of such time.

“'(4) SPECIAL RULE FOR PROPERTY HELD FOR
INVESTMENT.—To the extent provided in regula-
tions, subparagraph (A) of paragraph (1) shall
not apply to any security described in subpara-
graph (D) or (E) of subsection (c)(2) which is
held by a dealer in such securities.

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

‘(1) DEALER IN SECURITIES DEFINED.—The
term ‘dealer in securities’ means a toxpayer
who—

““(A) regularly purchases securities from or
sells securities to customers in the ordinary
course of a trade or business; or

“(B) regularly offers to enter into, assume,
offset, assign or otherwise terminate positions in
securities with customers in the ordinary course
of a trade or business.

‘(2) SECURITY DEFINED.—The term ‘security’
means any—

'(A) share of stock in a corporation;

‘“(B) partnership or beneficial ownership in-
terest in a widely held or publicly traded part-
nership or trust;

*(C) note, bond, debenture, or other evidence
of indebtedness;

‘(D) motional principal contract, including
any interest rate or currency swap, but not in-
cluding any other commodity-linked notional
principal contract;

‘“(E) evidence of an interest in, or a derivative
financial instrument in, any security described
in subparagraph (A), (B), (C), or (D), including
any oplion, forward contract, short position,
and any similar financial instrument in such a
security (but not including any contract to
which section 1256(a) applies); and

“(F) position which—

“(i) is not a security described in subpara-
graph (A), (B), (C), (D), or (E),

'(ii) is a hedge with respect to such a secu-
rity, and

“‘(iii) is clearly identified in the dealer's record
as being described in this subparagraph before
the close of the day on which it was acquired or
entered into (or such other time as the Secretary
may by regulations prescribe).

*(3) HEDGE.—The term ‘hedge’ includes any
position which reduces the dealer’s risk from in-
terest rate or price changes, or currency flucltua-
tions.

‘“(d) SPECIAL RULES.—For purposes of this
section—

‘(1) CERTAIN RULES NOT TO APPLY.—The rules
of sections 263(g) and 263A shall not apply to se-
curities to which subsection (a) applies.

“(2) IMPROPER IDENTIFICATION.—If, under
subsection (b)(2) or (c)(2)(F)(iii), a taxpayer at
any time—

“(A) identifies any security or position as
being described in such subsection and such se-
curity or position is not so described as of such
time, or

"“(B) a taxpayer fails to identify a security or
position which is so described at the time such
identification is required,
the provisions of subsection (a) shall apply to
such security, except that only gain shall be
taken into account for any tarable year.

‘‘(e) REGULATORY AUTHORITY.—The Secretary
shall prescribe such regulations as may be nec-
essary or appropriate to carry out the purposes
of this section, including rules to prevent the
use of year-end transfers, related parties, or
other arrangements to avoid the provisions of
this section."
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(b) CLERICAL AMENDMENT.—The table of sec-
tions for subpart D of part II of subchapter E of
chapter I is amended by adding at the end
thereof the following new item:

“Sec. 475. Mark to market inventory method for
dealers in securities.’’.

(c) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
this section shall apply to all tarable years end-
ing on or after December 31, 1993.

(2) CHANGE IN METHOD OF ACCOUNTING.—In
the case of any taxpayer required by this section
to change its method of accounting for any taz-
able year—

(A) such change shall be treated as initiated
by the taxpayer,

(B) such change shall be treated as made with
the consent of the Secretary, and

(C) the met amount of the adjustments re-
quired to be taken into account by the taxpayer
under section 481 of the Internal Revenue Code
of 1986 shall be taken into account ratably over
the I10-taxable year period beginning with the
first tarable year ending on or after December
31, 1993.

SEC. 3006. DISALLOWANCE OF DEDUCTION FOR
CERTAIN EMPLOYEE REMUNERA-
TION IN EXCESS OF $1,000,000.

(a) GENERAL RULE.—Section 162 (relating to
trade or business expenses) is amended by redes-
ignating subsection (m) as subsection (n) and by
inserting after subsection (1) the following new
subsection:

*(m) CERTAIN EXCESSIVE EMPLOYEE REMU-
NERATION.—

(1) IN GENERAL.—No deduction shall be al-
lowed under this chapler for employee remu-
neration with respect to any covered employee
to the extent that the amount of such remunera-
tion for the tarable year with respect to such
employee exceeds $1,000,000.

‘'(2) COVERED EMPLOYEE.—For purposes of
this subsection—

‘(A) IN GENERAL.—Ezxcept as otherwise pro-
vided in this paragraph, the term ‘covered em-
ployee’ means any employee of the tazpayer
who is an officer of the taxpayer.

‘“(B) EXCEPTION FOR EMPLOYEE-OWNERS OF
PERSONAL SERVICE CORPORATIONS.—The term
‘covered employee' shall not include any em-
ployee-owner (as defined in section 269A(b)) of a
personal service corporation (as defined in sec-
tion 269A(b)).

‘(C) FORMER EMPLOYEES.—The term ‘covered
employee’ includes any former employee whao
had been a covered employee at any time while
performing services for the tarpayer.

*“(3) EMPLOYEE REMUNERATION.—For purposes
of this subsection—

‘"(A) IN GENERAL.—The term ‘employee remu-
neration’ means, with respect to any covered
employee for any tarable year, the aggregate
amount allowable as a deduction under this
chapter for such tarable year (determined with-
out regard to this subsection) for remuneration
for services performed by such employee (wheth-
er or not during the tarable year).

‘“{B) REMUNERATION.—For purposes of sub-
paragraph (A), the term ‘remuneration’ includes
any remuneration (including benefits) in any
medium other than cash, but shall not include—

“(i) any payment referred to in so much of
section 3121(a)(5) as precedes subparagraph (E)
thereof,

“(ii) amounts
3121(w)(19), and

“‘(iii) any benefit provided to or on behalf of
an employee if at the time such benefit is pro-
vided it is reasonable to believe that the em-
ployee will be able to exclude such benefit from
gross income under section 132,

““(4) TREATMENT OF CERTAIN EMPLOYERS.—

referred to in  section
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““(A) IN GENERAL.—AIl employers treated as a
single employer under subsection (a) or (b) of
section 52 or subsection (m) or (n) of section 414
shall be treated as a single employer for pur-
poses of this subsection.

*(B) CLARIFICATION OF OFFICER DEFINITION.—
Any officer of any of the employers treated as a
single employer under subparagraph (A) shall
be treated as an officer of such single em-
ployer."

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to tazxable years
beginning after December 31, 1991,

Subtitle B—Administrative Provisions

SEC. 3101, INDIVIDUAL ESTIMATED TAX PROVI-

(a) GENERAL RULE.—Section 6654(d)(1)(C)(ii)
(relating to amount of required installment) is
amended by striking the flush sentence imme-
diately following subclause (I11).

(b) COMPUTATION OF ADJUSTED GROSS INCOME
FOR ESTATES AND TRUSTS.—Subsection (1) of sec-
tion 6654 (relating to estates and {trusts) is
amended by adding at the end thereof the fol-
lowing new paragraph:

'“(5) SPECIAL RULE FOR COMPUTING ADJUSTED
GROSS INCOME,—For purposes of subsection
(d)(1)(C)(ii), the adjusted gross income of an es-
tate or trust shall be compuled in accordance
with section 67(e)."’

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to taxable years be-
ginning after December 31, 1991.

SEC. 3102. CORPORATE ESTIMATED TAX PROVI-
SIONS.

(a) GENERAL RULE.—Subsection (d) of section
6655 (relating to amount of required install-
ments) is amended—

(1) by striking ‘90 percent'' each place it ap-
pears in paragraph (1)(B)(i) and inserting ''95
percent'’,

(2) by striking '‘%0 PERCENT"' in the heading of
paragraph (2) and inserting ‘'95 PERCENT'', and

(3) by striking paragraph (3).

(b) CONFORMING AMENDMENTS.—

(1) Clause (ii) of section 6655(e)(2)(B) is
amended by striking the table contained therein
and inserting in lieu thereof:

“In the case of the fol-
lowing required in-
stallments:

The applicable

percentage is:
23.75
47.5
71.25
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(2) Clause (i) of section 6655(e)(3)(A) is amend-
ed by striking ‘90 percent’ and inserting ‘95
percent'’.

(3) Paragraph (1) of section 6655(e) is amended
by striking ‘‘paragraphs (2) and (3)"" in the par-
enthetical and inserting “‘paragraph (2)".

(c) EFFECTIVE DATE—The amendments made
by this section shall apply to taxable years be-
ginning after December 31, 1992.

SEC. 3103. DISALLOWANCE OF INTEREST ON CER-
TAIN OVERPAYMENTS OF TAX.

(a) GENERAL RULE.—Subsection (e) of section
6611 is amended to read as follows:

‘'(e) DISALLOWANCE OF INTEREST ON CERTAIN
OVERPAYMENTS.—

‘(1) REFUNDS WITHIN 45 DAYS AFTER RETURN IS
FILED.—If any overpayment of tar imposed by
this title is refunded within 45 days after the
last day prescribed for filing the return of such
tar (determined without regard to any extension
of time for filing the return) or, in the case of a
return filed after such last date, is refunded
within 45 days after the date the return is filed,
no interest shall be allowed under subsection (a)
on such overpayment.

*(2) REFUNDS AFTER CLAIM FOR CREDIT OR RE-
FUND.—If—
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*“(A) the tarpayer files a claim for a credit or
refund for any overpayment of tar imposed by
this title, and

"“(B) such overpayment is refunded within 45
days after such claim is filed,
no interest shall be allowed on such overpay-
ment from the date the claim is filed until the
day the refund is made.

“(3) IRS INITIATED ADJUSTMENTS.—Notwith-
standing any other provision, if an adjustment,
initiated by or on behalf of the Secretary, re-
sults in a refund or credit of an overpayment,
interest on such overpayment shall be computed
by subtracting 45 days from the number of days
interest would otherwise be allowed with respect
to such overpayment.’

(b) EFFECTIVE DATES.—

(1) Paragraph (1) of section 6611(e) of the In-
ternal Revenue Code of 1986 (as amended by
subsection (a)) shall apply in the case of returns
the due date for which (determined without re-
gard to ertensions) is on or after July 1, 1992.

(2) Paragraph (2) of section 6611(e) of such
Code (as so amended) shall apply in the case of
claims for credit or refund of any overpayment
filed on or after July 1, 1992 regardless of the
tarable period to which such refund relates.

(3) Paragraph (3) of section 6611(e) of such
Code (as so amended) shall apply in the case of
any refund paid on or after July 1, 1992 regard-
less of the tarable period to which such refund
relates.

TITLE IV—SIMPLIFICATION PROVISIONS
Subtitle A—Provisions Relating to Individuals
SEC. 4101. SIMPLIFICATION OF RULKS ON ROLL-

OVER OF GAIN ON SALE OF PRIN-
CIPAL RESIDENCE IN CASE OF DI-
VORCE.

(a) TREATMENT IN CASE OF DIVORCES.—Sub-
section (c) of section 1034 is amended by adding
at the end thereof the following new paragraph:

“(5) If—

"“(A) a residence is sol by an individual pursu-
ant to a divorce or marital separation, and

“{B) the taxpayer used such residence as his
principal residence at any time during the 2-
year period ending on the date of such sale,
for purposes of this section, such residence shall
be treated as the taxpayer's principal residence
at the time of such sale."

(b) EFFECTIVE DATE.—The amendment made
by this section shall apply to sales of old resi-
dences (within the meaning of section 1034 of
the Internal Revenue Code of 1986) after the
date of the enactment of this Act.

SEC. 4102. PAYMENT OF TAX BY CREDIT CARD.

(a) GENERAL RULE.—Section 6311 is amended
to read as follows:

“SEC. 6311. PAYMENT BY CHECK, MONEY ORDER,
OR OTHER MEANS.

(@) AUTHORITY TO RECEIVE.—It shall be law-
ful for the Secretary to receive for internal reve-
nue tares (or in payment for internal revenue
stamps) checks, money orders, or any other com-
mercially acceptable means that the Secretary
deems appropriate, including payment by use of
credit cards, to the extent and under the condi-
tions provided in regulations prescribed by the
Secretary.

“(b) ULTIMATE LIABILITY.—If a check, money
order, or other method of payment so received is
not duly paid, the person by whom such check,
or money order, or other method of payment has
been tendered shall remain liable for the pay-
ment of the tax or for the stamps, and for all
legal penalties and additions, to the same extent
as if such check, money order, or other method
of payment had not been tendered.

““{¢) LIABILITY OF BANKS AND OTHERS.—If any
certified, treasurer's, or cashier’s check (or other
guaranteed draft), or any money order, or any
other means of payment that has been guaran-
teed by a financial institution (such as a guar-
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anteed credit card transaction) so received is not
duly paid, the United States shall, in addition
to its right to eract payment from the party
originally indebted therefor, have a lien for—

‘(1) the amount of such check (or draft) upon
all assets of the financial institution on which
drawn,

“‘(2) the amount of such money order upon all
the assets of the issuer thereof, or

“(3) the guaranteed amount of any other
transaction upon all the assets of the institution
making such guarantee,

and such amount shall be paid out of such as-
sets in preference to any other claims whatso-
ever against such financial institution, issuer,
or guaranteeing institution, except the nec-
essary costs and expenses of administration and
the reimbursement of the United Stales for the
amount expended in the redemption of the cir-
culating notes of such financial institution.

‘‘(d) PAYMENT BY OTHER MEANS.—

*'(1) AUTHORITY TQ PRESCRIBE REGULATIONS.—
The Secretary shall prescribe such regulations
as the Secretary deems necessary to receive pay-
ment by commercially acceptable means, includ-
ing regulations that—

“*(A) specify which methods of payment by
commercially acceplable means will be accept-
able,

‘“(B) specify when payment by such means
will be considered received,

‘“(C) identify types of nontar matters related
to payment by such means that are to be re-
solved by persons ultimately liable for payment
and financial intermediaries, without the in-
volvement of the Secretary, and

“{D) ensure that tax matters will be resolved
by the Secretary, without the involvement of fi-
nancial intermediaries.

‘(2) AUTHORITY TO ENTER INTO CONTRACTS.—
Notwithstanding section 3718(f) of title 31, Unit-
ed States Code, the Secretary is authorized to
enter into contracts to obtain services related to
receiving payment by other means where cost
beneficial to the government and is further au-
thorized to pay any fees required by such con-
tracts.

*(3) SPECIAL PROVISIONS FOR USE OF CREDIT
CARDS.—If use of credit cards is accepted as a
method of payment of tares pursuant to sub-
section (a)—

‘“CA) except as provided by regulations, sub-
ject to the provisions of section 6402, any refund
due a person who makes a payment by use of a
credit card shall be made directly to such per-
son, notwithstanding any other provision of law
or any contract made pursuant to paragraph
(2),

“(B) any credit card transaction shall not be
considered a ‘sales transaction' under the Fed-
eral Truth-in-Lending Act (15 U.S.C. 1601 et
seq.),

“(C) all nontar matters as defined by regula-
tions prescribed under paragraph (1)(C), includ-
ing billing errors as defined in section 161(b) of
such Act, shall be resolved by the person ten-
dering the credit card and the credit card issuer,
without the involvement of the Secretary, and

“(D) the provisions of sections 161(e) and 170
of such Act shall not apply.""

(b) CLERICAL AMENDMENT.—The table of sec-
tions for subchapter B of chapter 64 is amended
by striking the item relating to section 6311 and
inserting the following:

“Sec. 6311. Payment by check, money order, or
other means."'

(¢) EFFECTIVE DATE.—The amendments made
by this section shall take effect on the date of
the enactment of this Act.
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SEC. 4103. MODIFICATIONS TO ELECTION TO IN-
CLUDE CHILD'S INCOME ON PAR-
ENT’S RETURN.

(a) ELIGIBILITY FOR ELECTION.—Clause (ii) of
section 1(g)(7)(A) (relating to election to include
certain unearned income of child on parent's re-
turn) is amended to read as follows:

““(i) such gross income is more than the
amount described in paragraph (4)(A)(ii)(1) and
less than 10 times the amount so described,"’.

(b) COMPUTATION OF TAX.—Subparagraph (B)
of section I(g)(7) (relating to income included on
parent’s return) is amended—

(1) by striking *'$1,000" in clause (i) and in-
serting ‘‘twice the amount described in para-
graph (4)(A)@)(1)", and

(2) by amending subclause (II) of clause (ii) to
read as follows:

“(1I) for each such child, 15 percent of the
lesser of the amount described in paragraph
(4)(A)ii)(I) or the ercess of the gross income of
such child over the amount so described, and’".

(e) Minimum Tax.—Subparagraph (B) of sec-
tion 5%(i)(1) is amended by striking *'3$1,000"" and
inserting “‘twice the amount in effect for the
taxable year under section 63(c)(5)(A)"".

(d) EFFECTIVE DATE—The amendments made
by this section shall apply to tarable years be-
ginning after December 31, 1991.

SEC. 4104. SIMPLIFIED FOREIGN TAX CREDIT LIM-
ITATION FOR INDIVIDUALS.,

(a) GENERAL RULE.—Section 904 (relating to
limitations on foreign tax credit) is amended by
redesignating subsection (j) as subsection (k)
and by inserting after subsection (i) the follow-
ing new subsection:

() SIMPLIFIED LIMITATION FOR CERTAIN IN-
DIVIDUALS.—

“‘(1) IN GENERAL.—In the case of an individual
to whom this subsection applies for any tarable
year, the limitation of subsection (a) shall be the
lesser of—

“(A) 25 percent of such individual’s gross in-
come for the tarable year from sources without
the United States, or

‘““(B) the amount of the creditable foreign

taxes paid or accrued by the individual during
the tarable year (determined without regard to
subsection (c)).
No tazxes paid or accrued by the individual dur-
ing such tarable year may be deemed paid or ac-
crued in any other tarable year under sub-
section (c).

“(2) INDIVIDUALS TO WHOM SUBSECTION AP-
PLIES.—This subsection shall apply to an indi-
vidual for any taxable year if—

“(A) the entire amount of such individual's
gross income for the tarable year from sources
without the United States consists of qualified
passive income,

“(B) the amount of the creditable foreign
tares paid or accrued by the individual during
the tarable year does not exceed $200, and

*(C) such individual elects to have this sub-
section apply for the taxable year.

*(3) DEFINITIONS.—For purposes of this sub-
section—

"“(A) QUALIFIED PASSIVE INCOME.—The term
‘qualified passive income’ means any item of
gross income if—

‘(i) such item of income is passive income (as
defined in subsection (d)(2)(A) without regard to
clause (iii) thereof), and

““(ii) such item of income is shown on a payee
statement furnished to the individual.

‘“(B) CREDITABLE FOREIGN TAXES.—The term
‘creditable foreign tares’ means any tazes for
which a credit is allowable under section 901;
ercept that such term shall not include any tar
unless such tax is shown on a payee statement
Jurnished to such individual.

‘“(C) PAYEE STATEMENT.—The term ‘payee
statement’ has the meaning given to such term
by section 6724(d)(2).
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‘(D) ESTATES AND TRUSTS NOT ELIGIBLE.—
This subsection shall not apply to any estate or
trust.”

(b) EFFECTIVE DATE—The amendment made
by subsection (a) shall apply to taxable years
beginning after December 31, 1991.

SEC. 4105, TREATMENT OF PERSONAL TRANS-
ACTIONS BY INDIVIDUALS UNDER
FOREIGN CURRENCY RULES.

(@) GENERAL RULE.—Subsection (e) of section
988 (relating to application to individuals) is
amended to read as follows:

‘‘(e) APPLICATION TO INDIVIDUALS.—

(1) IN GENERAL.—The preceding provisions of
this section shall not apply to any section 988
transaction entered into by an individual which
is a personal transaction.

‘“(2) EXCLUSION FOR CERTAIN PERSONAL TRANS-
ACTIONS.—If—

*'(A) nonfunctional currency is disposed of by
an individual in any transaction, and

“(B) such transaction is a personal trans-
action,
no gain shall be recognized for purposes of this
subtitle by reason of changes in exchange rates
after such currency was acquired by such indi-
vidual and before such disposition. The preced-
ing sentence shall not apply if the gain which
woild otherwise be recognized exceeds $200.

““(3) PERSONAL TRANSACTIONS.—For purposes
of this subsection, the term ‘personal trans-
action' means any transaction entered into by
an individual, ercept that such term shall not
include any transaction to the ertent that ex-
penses properly allocable to such transaction
meet the requirements of section 162 or 212
(other than that part of section 212 dealing with
exrpenses incurred in connection with tares).”

{h) EFFECTIVE DATE.—The amendments made
by this section shall apply to tazable years be-
ginning after December 31, 1991.

SEC. 4106. EXCLUSION OF COMBAT PAY FROM
WITHHOLDING LIMITED TO AMOUNT
EXCLUDABLE FROM GROSS INCOME.

(a) IN GENERAL—Paragraph (1) of section
3401(a) (defining wages) is amended by inserting
before the semicolon the following: “‘to the ex-
tent remuneration for such service is ercludable
Jrom gross income under such section''.

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to remuneration
paid after December 31, 1992.

SEC, 4107. EXPANDED ACCESS TO SIMPLIFIED IN-
COME TAX RETURNS.

(a) GENERAL RULE.—The Secretary of the
Treasury or his delegate shall take such actions
as may be appropriate to expand access to sim-
plified individual income tar returns and other-
wise simplify the individual income taz returns.

(b) REPORT.—Not later than the date 1 year
after the date of the enaciment of this Act, the
Secretary of the Treasury or his delegate shall
submit a report to the Committee on Ways and
Means of the House of Representatives and the
Committee on Finance of the Senate, a report on
his actions under subsection (a), together with
such recommendations as he may deem advis-
able.

SEC. 4108. TREATMENT OF CERTAIN REIMBURSED
EXPENSES OF RURAL MAIL CAR-
RIERS.

(a) IN GENERAL—Section 162 (relating to
trade or business expenses), as amended by sec-
tion 3006, is a ded by red nating sub-
section (n) as subsection (o) and by inserting
after subsection (m) the following new sub-
section:

““(n) TREATMENT OF CERTAIN REIMBURSED EX-
PENSES OF RURAL MAIL CARRIERS.—

‘(1) GENERAL RULE.—In the case of any em-
ployee of the United States Postal Service who
performs services involving the collection and
delivery of mail on a rural route and who re-
ceives qualified reimbursements for the expenses
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incurred by such employee for the use of a vehi-
cle in performing such services—

“(A) the amount allowable as a deduction
under this chapter for the use of a vehicle in
performing such services shall be equal to the
amount of such qualified reimbursements; and

*“(B) such qualified reimbursements shall be
treated as paid under a reimbursement or other
erpense allowance arrangement for purposes of
section 62(a)(2)(A) (and section 62(c) shall not
apply to such qualified reimbursements).

'(2) DEFINITION OF QUALIFIED REIMBURSE-
MENTS.—For purposes of this subsection, the
termm  ‘gualified reimbursements’ means the
amounts paid by the United States Postal Serv-
ice to employees as an equipment maintenance
allowance under the 1991 collective bargaining
agreement belween the United States Postal
Service and the National Rural Letter Carriers’
Association. Amounts paid as an equipment
maintenance allowance by such Postal Service
under later collective bargaining agreemenis
that supersede the 1991 agreement shall be con-
sidered qualified reimbursements if such
amounts do not exceed the amounts that would
have been paid under the 1991 agreement, ad-
justed for changes in the Consumer Price Inder
(as defined in section 1(f)(5)) since 1991."

(b) TECHNICAL AMENDMENT.—Section 6008 of
the Technical and Miscellaneous Revenue Act of
19588 is hereby repealed.

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to taxable years be-
ginning after December 31, 1991,

SEC. 4109. EXEMPTION FROM LUXURY EXCISE TAX
FOR CERTAIN EQUIPMENT IN-
STALLED ON PASSENGER VEHICLES
FOR USE BY DISABLED INDIVIDUALS.

(a) IN GENERAL.—Paragraph (3) of section
4004(b) of the Internal Revenue Code of 1986 (re-
lating to separate purchase of article and parts
and accessories therefor) is amended—

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

(2) by redesignating subparagraph (B) as sub-
paragraph (C), and

(3) by inserting after subparagraph (A) the
following new subparagraph:

“(B) the part or accessory is installed on a
passenger vehicle to enable or assist an individ-
ual with a disability to operate the vehicle, or to
enter or erxit the vehicle, by compensating for
the effect of such disability, or’'.

(b) EFFECTIVE DATE.—The amendments made
by this section shall take effect as if included in
the amendments made by section 11221(a) of the
Omnibus Budget Reconciliation Act of 1990,

Subtitle B—Pension Simplification
PART I—SIMPLIFIED DISTRIBUTION
RULES

TAXABILITY OF BENEFICIARY OF
QUALIFIED PLAN.

(a) IN GENERAL.—So much of section 402 (re-
lating to tazability of beneficiary of employees’
trust) as precedes subsection (g) thereof is
amended to read as follows:

“SEC. 402. TAXABILITY OF BENEFICIARY OF EM.
PLOYEES' TRUST.

“(@) TAXABILITY OF BENEFICIARY OF EXEMPT
TrRUST.—Ezxcept as otherwise provided in this
section, any amount actually distributed to any
distributee by any employees’ trust described in
section 401(a) which is exempt from tax under
section 501(a) shall be taxable to the distribulee,
in the tarable year of the distributee in which
distributed, under section 72 (relating to annu-
ities).

‘“(b) TAXABILITY OF BENEFICIARY OF NON-
EXEMPT TRUST.—

"*'(1) CONTRIBUTIONS.—Contributions to an em-
ployees’ trust made by an employer during a
tarable year of the employer which ends with or
within a taxable year of the trust for which the
trust is not exempt from tar under section 50i(a)
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shall be included in the gross income of the em-
ployee in accordance with section 83 (relating to
property transferred in connection with per-
formance of services), except that the value of
the employee's interest in the trust shall be sub-
stituted for the fair market value of the property
Jor purposes of applying such section.

‘(2) DISTRIBUTIONS.—The amount actually
distributed or made available to any distributee
by any trust described in paragraph (1) shall be
tarable to the disiributee, in the tarable year in
which so distributed or made available, under
section 72 (relating to annuities), ercept that
distributions of income of such trust before the
annuity starting date (as defined in section
72(c)(4)) shall be included in the gross income of
the employee without regard to section 72(e)(5)
(relating to amounts not received as annuities).

‘'(3) GRANTOR TRUSTS.—A beneficiary of any
trust described in paragraph (1) shall not be
considered the owner of any portion of such
trust under subpart E of part I of subchapter J
{relating to grantors and others treated as sub-
stantial owners).

‘'"(4) FAILURE TO MEET REQUIREMENTS OF SEC-
TION 410(b).— ¥

“(A) HIGHLY COMPENSATED EMPLOYEES.—If 1
of the reasons a trust is not erempt from taz
under section 501(a) is the failure of the plan of
which it is a part to meet the requirements of
section 401(a)(26) or 410(b), then a highly com-
pensated employee shall, in lieu of the amount
determined under this subsection, include in
gross income for the tarable year with or within
which the tarable year of the trust ends an
amount equal to the vested accrued benefit of
such employee (other than the employee's in-
vestment in the contract) as of the close of such
tazable year of the trust.

“'(B) FAILURE TO MEET COVERAGE TESTS.—If a
trust is not erempt from tax under section 501(a)
Jor any tarable year solely because such trust is
part of a plan which fails to meet the require-
ments of section 401(a)(26) or 410(b), this sub-
section shall not apply by reason of such failure
to any employee who was not a highly com-
pensated employee during—

‘(i) such taxable year, or

‘“(ii) any preceding period for which service
was creditable to such employee under the plan.

“(C) HIGHLY COMPENSATED EMPLOYEE.—For
purposes of this paragraph, the term ‘highly
compensated employee' has the meaning given
such term by section 414(qg).

“(c) RULES APPLICABLE TO ROLLOVERS FROM
EXEMPT TRUSTS.—

‘(1) EXCLUSION FROM INCOME.—If—

‘“(A) any portion of the balance to the credit
of an employee in a qualified trust is paid to the
employee in an eligible rollover distribution,

‘“{B) the distributee transfers any portion of
the property received in such distribution to an
eligible retirement plan, and !

“(C) in the case of a distribution of property
other than money, the amount so transferred
consists of the property distribuied,
then such distribution (to the extent so trans-
ferred) shall not be includible in gross income
for the tarable year in which paid.

(2) MAXIMUM AMOUNT WHICH MAY BE ROLLED
OVER.—In the case of any eligible rollover dis-
tribution, the marimum amouni transferred to
which paragraph (1) applies shall not exrceed
the portion of such distribution which is includ-
ible in gross income (determined without regard
to paragraph (1)).

*(3) TRANSFER MUST BE MADE WITHIN 60 DAYS
OF RECEIPT.—Paragraph (1) shall not apply to
any transfer of a distribution made after the
60th day following the day on which the dis-
tributee received the property distributed.

“(d) ELIGIBLE ROLLOVER DISTRIBUTION.—For
purposes of this subsection, the term ‘eligible
rollover distribution' means any distribution to
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an employee of all or any portion of the balance
to the credit of the employee in a qualified trust;
except that such term shall not include—

“(A) any distribution wkich is part of a series
of substantially equal periodic payments (not
less frequently than annually) made—

**fi) for the life (or life erpectancy) of the em-
ployee or the joint lives (or joint life
erpectancies) of the employee and the employ-
ee’s designated beneficiary, or

‘;I(iiJ Jor a specified period of 10 years or more,
an

“(B) any distribution to the ertent such dis-
tribution is required under section 401(a)(9).

*“(5) TRANSFER TREATED AS ROLLOVER CON-
TRIBUTION UNDER SECTION 408.—For purposes of
this title, a transfer resulting in any portion of
a distribution being excluded from gross income
under paragraph (1) to an eligible retirement
plan described in clause (i) or (ii) of paragraph
(8)(B) shall be treated as a rollover contribution
described in section 408(d)(3).

‘‘(6) SALES OF DISTRIBUTED PROPERTY.—For
purposes of this subsection—

“(A) TRANSFER OF PROCEEDS FROM SALE OF
DISTRIBUTED PROPERTY TREATED AS TRANSFER
OF DISTRIBUTED PROPERTY.—The transfer of an
amount equal to any portion of the proceeds
Jrom the sale of property received in the dis-
tribution shall be treated as the transfer of
property received in the distribution.

“(B) PROCEEDS ATTRIBUTABLE TO INCREASE IN
VALUE.—The excess of fair market value of prop-
erty on sale over its fair market value on dis-
tribution shall be treated as property received in
the distribution.

“(C) DESIGNATION WHERE AMOUNT OF DIS-
TRIBUTION EXCEEDS ROLLOVER CONTRIBUTION.—
In any case where part or all of the distribution
consists of property other than money, the taz-
payer may designate—

“(i) the portion of the money or other prop-
erty which is to be treated as attributable to
amounts not included in gross income, and

“(i1) the portion of the money or other prop-

erty which is to be treated as included in the
rollover contribution.
Any designation under this subparagraph for a
tarable year shall be made not later than the
time prescribed by law for filing the return for
such tarable year (including ertensions there-
of). Any such designation, oence made, shall be
irrevocable.

‘(D) TREATMENT WHERE NO DESIGNATION.—In
any case where part or all of the distribution
congists of property other than money and the
tarpayer fails to make a designation under sub-
p:;:gmpk (C) within the time provided therein,
[4 =iy

*(i) the portion of the money or other prop-
erly which is to be treated as attributable to
amounts not included in gross income, and

“(ii) the portion of the money or other prop-
erly which is to be treated as included in the
rollover contribution,
shall be determined on a ratable basis.

“(E) NONRECOGNITION OF GAIN OR LOSS.—In
the case of any sale described in subparagraph
(A), to the ertent that an amount equal to the
proceeds is iransferred pursuant to paragraph
(1), neither gain nor loss on such sale shall be
recognized.

*“(7) SPECIAL RULE FOR FROZEN DEPOSITS.—

‘“(A) IN GENERAL.—The 60-day period de-
scribed in paragraph (3) shall not—

“(i) include any period during which the
amount transferred to the employee is a frozen
deposit, or

*(ii) end earlier than 10 days after such
amount ceases to be a frozen deposit.

“(B) FROZEN DEPOSITS.—For purposes of this
subparagraph, the term ‘frozen deposit’ means
any deposit which may not be withdrawn be-
cause of—
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“(i) the bankruptcy or insolvency of any fi-
nancial institution, or

‘'(ii) any requirement imposed by the State in
which such institution is located by reason of
the bankruptcy or insolvency (or threat thereof)
of 1 or more financial institutions in such State.
A deposit shall not be treated as a frozen deposit
unless on at least 1 day during the 60-day pe-
riod described in paragraph (3) (without regard
to this paragraph) such deposit is described in
the preceding sentence.

“(8) DEFINITIONS.—For purposes of this sub-
section—

“(A) QUALIFIED TRUST—The term ‘qualified
trust’ means an employees’ trust described in
section 40ifa) which is exempt from tax under
section 501(a).

"(B) ELIGIBLE RETIREMENT PLAN—The term
‘eligible retirement plan’ means—

“(i) an individual retirement account de-
scribed in section 408(a),

“(ii) an individual retirement annuity de-
scribed in section 408(b) (other than an endow-
ment contract),

“(iii) a qualified trust, and

“(iv) an annuity plan described in section
403(a).

“(9) ROLLOVER WHERE SPOUSE RECEIVES DIS-
TRIBUTION AFTER DEATH OF EMPLOYEE.—If any
distribution attributable to an employee is paid
to the spouse of the employee after the employ-
ee's death, the preceding provisions of this sub-
section shall apply to such distribution in the
same manner as if the spouse were the employee;
except that a trust or plan described in clause
(iii) or (iv) of paragraph (8)(B) shall not be
treated as an eligible relirement plan with re-
spect to such distribution.

‘(d) TAXABILITY OF BENEFICIARY OF CERTAIN
FoOREIGN SiTUs TRUSTS.—For purposes of sub-
sections (a), (b), and (c), a stock bonus, pension,
or profit-sharing trust which would qualify for
eremplion from taxr under section 501(a) ercept
for the fact that it is a trust created or orga-
nized outside the United States shall be treated
as if it were a trust exempt from tar under sec-
tion 501(a).

‘() OTHER RULES APPLICABLE TO EXEMPT
TRUSTS.—

‘(1) ALTERNATE PAYEES.—

"(A) ALTERNATE PAYEE TREATED AS DISTRIBU-
TEE.—For purposes of subsection (a) and section
72, an alternate payee who is the spouse or
former spouse of the participant shall be treated
as the distributee of any distribution or payment
made to the alternate payee under a qualified
domestic relations order (as defined in section
414(p)).

“(B) ROLLOVERS.—If any amount is paid or
distributed to an alternate payee who is the
spouse or former spouse of the participant by
reason of any qualified domestic relations order
(within the meaning of section 414(p)), sub-
section (¢) shall apply to such distribution in
the same manner as if such alternate payee were
the employee.

**(2) DISTRIBUTIONS BY UNITED STATES TO NON-
RESIDENT ALIENS.—The amount includible under
subsection (a) in the gross income of a non-
resident alien with respect to a distribution
made by the United States in respect of services
performed by an employee of the United States
shall not erceed an amount which bears the
same ratio to the amount includible in gross in-
come without regard to this paragraph as—

"(4) the aggregale basic pay paid by the
United States to such employee for such serv-
ices, reduced by the amount of such basic pay
which was not includible in gross income by rea-
son of being from sources without the United
States, bears to

“(B) the aggregate basic pay paid by the
United States to such employee for such serv-
ices.
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In the case of distributions under the civil serv-
ice retirement laws, the term ‘basic pay' shall
have the meaning provided in section 8331(3) of
title 5, United States Code.

“'(3) CASH OR DEFERRED ARRANGEMENTS.—For
purposes of this title, contributions made by an
employer on behalf of an employee to a trust
which is a part of a qualified cash or deferred
arrangement (as defined in section 401(k)(2))
shall not be treated as distributed or made avail-
able to the employee nor as contributions made
to the trust by the employee merely because the
arrangement includes provisions under which
the employee has an election whether the con-
tribution will be made to the trust or received by
the employee in cash.

““(4d) NET UNREALIZED APPRECIATION,—

*'(A) AMOUNTS ATTRIBUTABLE TO EMPLOYEE
CONTRIBUTIONS.—For purposes of subsection (a)
and section 72, the amount actually distributed
to any distributee from a trust described in sub-
section (a) shall not include any net unrealized
appreciation in securities of the employer cor-
poration attributable to amounts contributed by
the employee (other than deductible employee
contributions within the meaning of section
72(0)(5)). This subparagraph shall not apply to
aipartial distribution to which subsection (¢) ap-
plies.

“(B) AMOUNTS ATTRIBUTABLE TO EMPLOYER
CONTRIBUTIONS.—In the case of any lump sum
distribution which includes securities of the em-
ployer corporation, subparagraph (A) shall
apply to the net unrealized appreciation attrib-
utable to that part of the distribution which
consists of securities of the employer corporation
attributable to amounts other than the amounts
contributed by the employee. In accordance
with rules prescribed by the Secretary, a taz-
payer may elect, on the relurn of taxr on which
a lump sum distribution is required to be in-
cluded, not to have this subparagraph and sub-
paragraph (A) apply to such distribution.

"(C) DETERMINATION OF AMOUNTS AND AD-
JUSTMENTS.—For purposes of subparagraphs (A)
and (B), net unrealized appreciation and the re-
sulting adjustments to basis shall be determined
in accordance with regulations prescribed by the
Secrelary.

‘'(D) LUMP SUM DISTRIBUTION.—For purposes
of this paragraph—

‘(i) IN GENERAL—The term ‘lump sum dis-
tribution' means the distribution or payment
within one tazable year of the recipient of the
balance to the credit of an employee which be-
comes payable to the recipient

“(I) on account of the employee’s death,

“'(II) after the employee atiains age 59,

“(I11) on account of the employee's separation
Sfrom service, or

“(1V) after the employee has become disabled

(within the meaning of section 72(m)7)),
Srom a trust which forms a part of a plan de-
seribed in section 401(a) and which is erempt
from tar under section 501 or from a plan de-
scribed in section 403(a). Subclause (I1I) of this
clause shall be applied only with respect to an
individual who is an employee without regard to
section 401(c)(1), and subclause (1V) shall be ap-
plied only with respect lo an employee within
the meaning of section 401(c)(1). For purposes of
this clause, a distribution to lwo or more trusts
shall be treated as a distribution to one recipi-
ent. For purposes of this paragraph, the balance
to the credit of the employee does not include
the accumulated deductible employee contribu-
tions under the plan (within the meaning of sec-
tion 72(0)(5)).

(i) AGGREGATION OF CERTAIN TRUSTS AND
PLANS.—For purposes of determining the bal-
ance to the credil of an employee under clause
(i)—

‘“‘0) all trusts which are part of a plan shall
be treated as a single trust, all pension plans
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maintained by the employer shall be treated as
a single plan, all profit-sharing plans main-
tained by the employer shall be treated as a sin-
gle plan, and all stock bonus plans maintained
by the employer shall be treated as a single
plan, and

“(II) trusts which are not gualified trusts
under section 40i(z) and annuity contracts
which do not satisfy the requirements of section
404(a)(2) shall not be taken into account.

‘'(iii)) COMMUNITY PROPERTY LAWS.—The pro-
visions of this paragraph shall be applied with-
out regard to community property laws.

“(iv) AMOUNTS SUBJECT TO PENALTY.—This
paragraph shall not apply to amounts described
in subparagraph (A) of section 72(m)(5) to the
ertent that section 72(m)(5) applies to such
amounts.

*'(v) BALANCE TO CREDIT OF EMPLOYEE NOT TO
INCLUDE AMOUNTS PAYABLE UNDER QUALIFIED
DOMESTIC RELATIONS ORDER.—For purposes of
this paragraph, the balance to the credit of an
employee shall not include any amount payable
to an alternate payee under a qualified domestic
relations order (within the meaning of section
414(p)).

“(vi) TRANSFERS TO COST-OF-LIVING ARRANGE-
MENT NOT TREATED AS DISTRIBUTION.—For pur-
poses of this paragraph, the balance to the cred-
it of an employee under a defined contribution
plan shall not include any amount transferred
from such defined contribution plan to a gquali-
fied cost-of-living arrangement (within the
meaning of sec!iu!'l 415(k)(2)) under a defined
benefit plan.

“(vii) LUMP-SUM DISTRIBUTIONS OF ALTERNATE
PAYEES.—If any distribution or payment of the
balance to the credit of an employee would be
treated as a lump-sum distribution, then, for
purposes of this paragraph, the payment under
a qualified domestic relations order (within the
meaning of section 414(p)) of the balance to the
credit of an allernate payee who is the spouse or
former spouse of the employee shall be treated
as a lump-sum distribution. For purposes of this
clause, the balance to the credit of the alternate
payee shall not include any amount payable to
the employee.

““(E) DEFINITIONS.—For purposes of this para-
graph—

‘(i) SECURITIES.—The term ‘securities’ means
only shares of stock and bonds or debentures is-
sued by a corporation with interest coupons or
in registered form.

‘‘(ii) SECURITIES OF THE EMPLOYER.—The term
‘securities of the employer corporation’ includes
securities of a parent or subsidiary corporation
(as defined in subsections (e) and (f) of section
425) of the employer corporation.

“(f) WRITTEN EXPLANATION TO RECIPIENTS OF
DISTRIBUTIONS ELIGIBLE FOR ROLLOVER TREAT-
MENT.— ,

**(1) IN GENERAL.—The plan administrator of
any plan shall, when making an eligible rollover
distribution, provide a wrilten explanation to
the recipient of the provisions under which such
distribution will not be subject to tax if trans-
ferred to an eligible relirement plan within 60
days after the date on which the recipient re-
ceived the distribution.

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

“‘(A) ELIGIBLE ROLLOVER DISTRIBUTION.—The
term ‘eligible rollover distribution' has the same
meaning as when used in subsection (c) of this
section or paragraph (4) of section 403(a).

“(B) ELIGIBLE RETIREMENT PLAN.—The term
‘eligible retirement plan’ has the meaning given
such term by subsection (c)(8)(B).”

(b) REPEAL OF $5,000 EXCLUSION OF EMPLOY-
EES' DEATH BENEFITS.—Subsection (b) of section
101 is hereby repealed.

(c) CONFORMING AMENDMENTS,—

(1) Paragraph (1) of section 55(c) is amended
by striking “‘shall not include any tar imposed
by section 402(e) and™'.
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(2) Paragraph (8) of section 62(a) (relating to
certain portion of lump-sum distributions from
pension plans tared under seclion 402(e)) is
hereby repealed.

(3) Paragraph (4) of section 72(0) (relating to
special rule for treatment of rollover amount) is
amended by striking ‘'sections 402(a)(5),
402(a)(7)" and inserting “‘sections 402(c)"".

(4) Paragraph (2) of section 219(d) (relating to
recontributed amount) is amended by striking
“'section 402(a)(5), 402(a)(7)’" and inserting *‘sec-
tion 402(c)"".

(5) Paragraph (20) of section 401(a) is amend-
ed by striking '‘qualified total distribution de-
scribed in section 402(a)(S)(E)(I)(D)'" and insert-
ing “‘distribution to a distributee on account of
a termination of the plan of which the trust is
a part, or in the case of a profil-sharing or stock
bonus plan, a complete discontinuance of con-
tributions under such plan”.

(6) Section 401(a)(28)(B) (relating to coordina-
tion with distribution rules) is amended by strik-
ing clause (v).

(7) Subclause (IV) of section 401(k)(2)(B)(i) is
amended by striking “‘section 402(a)(8)'’ and in-
serting "‘section 402(e)(3)"".

(8) Subparagraph (B)(ii) of section 401(k)(10)
(relating to distribulions that must be lump-sum
distributions) is amended to read as follows:

“(ii) LUMP SUM DISTRIBUTION.—For purposes
of this subparagraph, the term ‘lump sum dis-
tribution’ means any distribution of the balance
to the credit of an employee immediately before
the distribution.”

(9) Section 402(g)(1) is amended by striking
“subsections (a)(8)"' and inserting “‘subsections
(e)(3)".

(10) Section 402(i) is amended by striking *',
except as otherwise provided in subparagraph
(A) of subsection (e)(4)"".

(11) Subsection (j) of section 402 is amended by
striking ‘‘(a)(1) or (e)(4)(J)"" and inserting
“(e)4)".

(12)(A) Clause (i) of section 403(a)(4)(A) is
amended by inserting ‘‘in an eligible rollover
distribution (within the meaning of section
402(c)(4))'" before the comma at the end thereof.

(B) Subparagraph (B) of section 403(a)(4) is
amended to read as follows:

‘(B) CERTAIN RULES MADE APPLICABLE.—
Rules similar to the rules of paragraphs (2)
through (7) of section 402(c) shall apply for pur-
poses of subparagraph (A)."

(13)(A) Clause (i) of section 403(b)(8)(A) is
amended by inserting '‘in an eligible rollover
distribution (within the meaning of section
402(c)(4))"" before the comma at the end thereof.

(B) Paragraph (8) of section 403(b) is amended
by striking subparagraphs (B), (C), and (D) and
inserting the following:

‘“(B) CERTAIN RULES MADE APPLICABLE.—
Rules similar to the rules of paragraphs (2)
through (7) of section 402(c) shall apply for pur-
poses of subparagraph (A).”

(14) Section 406(c) (relating to termination of
status as deemed employee not to be treated as
separation from service for purposes of limita-
tion of tax) is hereby repealed.

(15) Section 407(c) (relating to termination of
status as deemed employee not to be treated as
separation from service for purposes of limita-
tion of tax) is hereby repealed.

(16) Paragraph (1) of section 408(a) is amend-
ed by striking ‘‘section 402(a)(5), 402(a)(7)"" and
inserting *‘section 402(c)".

(17) Clause (ii) of section 408(d)(3INA) is
amended to read as follows:

“(ii) no amount in the account and no part of
the value of the annuity is attributable to any
source other than a rollover contribution (as de-
fined in section 402) from an employee's trust
described in section 401(a) which is erempt from
tar under section 50l(a) or from an annuity
plan described in section 403(a) (and any earn-
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ings on such contribution), and the entire
amount received (including property and other
money) is paid (for the benefit of such individ-
ual) into another such trust or annuity plan not
later than the 60th day on which the individual
receives the payment or the distribution; or’.

(18) Subparagraph (B) of section 408(d)(3) (re-
lating to limitations) is amended by striking the
second sentence thereof.

(19) Subparagraph (F) of section 408(d)(3) (re-
lating to frozen deposits) is amended by striking
“section 402(a)(6)(H)" and inserting ‘‘section
402(c)(7)"".

(20) Subclause (1) of section 414(n)(5)(C)(iii) is
amended by striking ‘‘section 402(a)(8)'" and in-
serting “‘section 402(e)(3)"".

(21) Clause (i) of section 414(q){(7}(B) is amend-
ed by striking “402(a)(8)"" and inserting
“402(e)(3)"".

(22) Paragraph (2) of section 414(s) (relating
to employer may elect to treat certain deferrals
as campensation) is amended by striking
“402(a)(8)"’ and inserting *'402(e)(3)"".

(23) Subparagraph (A) of section 415(b)(2) (re-
lating to annual benefit in general) is amended
by striking “‘sections 402(a)(5)" and inserting
“sections 402(c)"".

(24) Subparagraph (B) of section 415(b)(2) (re-
lating to adjustment for certain other forms of
benefit) is amended by striking ‘‘sections
402(a)(5)"" and inserting *‘sections 402(c)"’.

(25) Paragraph (2) of section 415(c) (relating
to annual addition) is amended by striking “‘sec-
tions 402(a)(5)" and inserting “‘sections 402(c)’".

(26) Subparagraph (B) of section 457(c)(2) is
amended by striking ‘‘section 402(a)(8)" in
clause (i) thereof and inserting ‘‘section
402(e)(3)"".

(27) Section 691(c) (relating to coordination
with section 402(e)) is amended by striking para-
graph (5).

(28) Subparagraph (B) of section 871(a)(1) (re-
lating to income other than capital gains) is
amended by striking ‘402(a)(2), 403(a)(2), or"".

{29) Paragraph (1) of section 871(b) (relating
to imposition of taz) is amended by striking
“section I, 55, or 402(e)(1)"" and inserting *'sec-
tion I or 55"

(30) Paragraph (1) of section 871(k) is amend-
ed by striking “‘section 402(a)(4)"" and inserting
“section 402(e)(2)"".

(31) Subsection (b) of section 877 (relating to
alternative tax) is amended by striking *'section
1, 55, or 402(e)(1)" and inserting “‘section 1 or

(32) Subsection (b) of section 1441 (relating to
income items) is amended by striking *‘402(a)(2),
403(a)(2), or™.

(33) Paragraph (5) of section 1441(c) (relating
to special ilems) is amended by striking
“402(a)(2), 403(a)(2), or".

(34) Subparagraph (A) of seclion 3121(v)(1) is
amended by striking ‘‘section 402(a)(8)"" and in-
serting '‘section 402(e)(3)"".

(35) Subparagraph (A) of section 3306(r)(1) is
amended by striking ‘‘section 402(a)(8)"" and in-
serting “‘section 402(e)(3)"".

{36) Subsection (a) of section 3405 is amended
by striking ““PENSIONS, ANNUITIES, ETC.—"" from
the heading thereof and inserting “‘PERIODIC
PAYMENTS.—"".

(37) Subsection (b) of section 3405 (relating to
nonperiodic distribution) is amended—

(A) by striking ‘‘the amount determined under
paragraph (2)" from paragraph (1) thereof and
inserting “‘an amount egual to 10 percent of
such distribution”’; and

(B) by striking paragraph (2) (relating to
amount of withholding) and redesignating para-
graph (3) as paragraph (2).

(38) Paragraph (4) of section 3405(d) (relating
to qualified total distributions) is hereby re-
pealed.

(39) Paragraph (8) of section 3405(d) (relating
to mazximum amounts withheld) is amended to
read as follows:
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Y'(8) MAXIMUM AMOUNT WITHHELD.—The maz-
imum amount to be withheld under this section
on any designated distribution shall not exceed
the sum of the amount of meney and the fair
market value of other properly (other than secu-
rities of the employer corporation) received in
the distribution. No amount shall be required to
be withheld under this section in the case of any
designated distribution which consists only of
securities of the employer corporation and cash
(not in excess of $200) in lieu of financial shares.
For purposes of this paragraph, the term ‘secu-
rities of the employer corporation’ has the
meaning given such term by seclion
402(e)(4)(E)."

(40) Subparagraph (A) of section 4973(b)(1) is
amended by striking ‘‘sections 402(a)(5),
402(a)(7)'" and inserting ‘‘sections 402(c)"".

(41) Paragraph (4) of section 4980A(c) (relat-
ing to special rule where tarpayer elects income
averaging) is amended to read as follows:

‘'(4) ONE-TIME ELECTION FOR CERTAIN DIS-
TRIBUTIONS.—If the tarpayer elects the applica-
tion of this paragraph for any calendar year,
paragraph (1) shall be applied for such calendar
year as if the limitation under paragraph (1)
were equal to 5 times such limitation determined
without regard to this paragraph. No election
may be made under this paragraph by any tazx-
payer if this paragraph applied to the tarpayer
for any preceding calendar year.”’

(42) Subparagraph (C) of section 7701(j)(1) is
amended by striking “‘section 402(a)(8)"" and in-
serting “‘section 402(e)(3)".

(d) EFFECTIVE DATES. —

(1) IN GENERAL—The amendments made by
this section shall apply to tarable years begin-
ning after December 31, 1992.

(2) ROLLOVERS.—The provisions of section
402(c) of the Internal Revenue Code of 1986 (as
added by subsection (a)), and any amendment
of any other provision of such Code relating to
such provision, shall apply to distributions after
the date of the enactment of this Act.

(3) RETENTION OF CERTAIN TRANSITION
RULES.—Notwithstanding any other provision of
this section, the amendments made by this sec-
tion shall not apply to distributions to employ-
ees described in section 1122 (h)(3) or (h)(5) of
the Tax Reform Act of 1986.

SEC. 4202. SIMPLIFIED METHOD FOR TAXING AN-
NUITY DISTRIBUTIONS UNDER CER-
TAIN EMPLOYER PLANS.

(a) GENERAL RULE—Subsection (d) of section
72 (relating to annuities; certain proceeds of en-
dowment and life insurance contracts) is
amended to read as follows:

‘“(d) SPECIAL RULES FOR QUALIFIED EM-
PLOYER RETIREMENT PLANS.—

“(1) SIMPLIFIED METHOD OF TAXING ANNUITY
PAYMENTS.—

“(4) IN GENERAL.—In the case of any amount
received as an annuily under a qualified em-
ployer retirement plan—

*‘(i) subsection (b) shall not apply, and

‘(i) the investment in the contract shall be
recovered as provided in this paragraph.

“(B) METHOD OF RECOVERING INVESTMENT IN
CONTRACT.—

‘(i) IN GENERAL.—Gross income shall not in-
clude so much of any monthly annuity payment
under a gqualified employer retirement plan as
does not erceed the amount obtained by divid-
ing—

(1) the investment in the contract (as of the
annuity starting date), by

“(1I} the number of anticipated payments de-
termined under the table contained in clause
(iii) (or, in the case of a contract to which sub-
section (c)(3)(B) applies, the number of monthly
annuity payments under such contract).

‘*“(ii) CERTAIN RULES MADE APPLICABLE.—Rules
similar to the rules of paragraphs (2) and (3) of
subsection (b) shall apply for purposes of this
paragraph.
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*(iii) NUMBER OF ANTICIPATED PAYMENTS.—

“If the age of the pri-

mary annuitant on The number of

the annuity starting anticipated

date is: paymenis is:
Not more than 55 ........... 300

More than 55 but not

more than 60 260
More than 60 bu

more than 65 240
More than 65 but not

MOTELRAN TO - <or s nsisroominromisons 170
More than 70. ......... 120

"“(C) ADJUSTMENT FOR REFUND FEATURE NOT
APPLICABLE.—For purposes of this paragraph,
investment in the contract shall be determined
under subsection (c)(1) without regard to sub-
section (c)(2).

“(D) SPECIAL RULE WHERE LUMP SUM PAID IN
CONNECTION WITH COMMENCEMENT OF ANNUITY
PAYMENTS.—If, in comnection with the com-
mencement of annuity payments under any
qualified employer retirement plan, the taxpayer
receives a lump sum payment—

(i) such payment shall be taxable under sub-
section (e) as if received before the annuity
starting date, and

“(ii) the investment in the contract for pur-
poses of this paragraph shall be determined as if
such payment had been so received.

‘“(E) EXCEPTION.—This paragraph shall not
apply in any case where the primary annuitant
has attained age 75 on the annuity starting date
unless there are fewer than § years of guaran-
teed payments under the annuity.

‘“(F) ADIUSTMENT WHERE ANNUITY PAYMENTS
NOT ON MONTHLY BASIS.—In any case where the
annuity payments are not made on a monthly
basis, appropriate adjustments in the applica-
tion of this paragraph shall be made to take into
account the period on the basis of which such
payments are made.

“(G) QUALIFIED EMPLOYER RETIREMENT
PLAN.—For purposes of this paragraph, the term
‘qualified employer retirement plan’ means any
plan or contract described in paragraph (1), (2),
or (3) of section 4974(c).

“(2) TREATMENT OF EMPLOYEE CONTRIBUTIONS
UNDER DEFINED CONTRIBUTION PLANS.—For pur-
poses of this section, employee contributions
(and any income allocable thereto) under a de-
fined contribution plan may be treated as a sep-
arate contract."’

(b) EFFECTIVE DATE.—The amendment made
by this section shall apply in cases where the
annuity starting date is after December 31, 1992.
SEC. 4203. QUALIFIED PLANS MUST PROVIDE FOR

TRANSFERS OF CERTAIN DISTRIBU-
TIONS TO OTHER PLANS.

(a) QUALIFICATION REQUIREMENT.—Seclion
401(a) (relating to reguirements for qualifica-
tion) is amended by adding after paragraph (30)
the following new paragraph:

*Y(31) CERTAIN DISTRIBUTIONS MUST BE MADE
IN FORM OF TRANSFER TO OTHER PLAN.—A trust
shall not constitute a qualified trust under this
section unless the plan of which it is a part
meets the requirements of section 417A.""

(b) TRANSFER REQUIREMENTS.—

(1) IN GENERAL.—Subpart B of part I of sub-
chapter D of chapter I (relating to special rules)
is amended by adding «at the end thereof the fol-
lowing new section.:

“SEC. 417A. REQUIRED TRANSFERS OF CERTAIN
PLAN DISTRIBUTIONS.

“fa) GENERAL RULE.—A plan meets the re-
quirements of this section only if all applicable
distributions from the plan are made in the form
of a direct trustee-to-trustee transfer to an eligi-
ble transferee plan.

“(b) APPLICABLE DISTRIBUTION.—For pur-
poses of this section—

‘(1) IN GENERAL.—The term ‘applicable dis-
tribution’ means any distribution from a plan in
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excess of $500 which, without regard to this sec-
tion, would be distributed directly to a partici-
pant or to the beneficiary of a participant.

*(2) EXCEPTIONS.—The term ‘applicable dis-
tribution’ shall not include any of the following:

“(A) Any distribution described in section
T2(1)(2)(A) (other than clause (i), (ii), or (v)
thereof) or section 72(t)(2)(C).

“(B) Any distribution on or after the date the
employee attains age 55.

“(C) Any distribution on or after the death of
the employee other than to the surviving spouse
of the employee.

“(D) In the case of a profil-sharing or stock
bonus plan, a distribution upon hardship of the
employee.

“(E) Any distribution of any employee con-
tribution other than accumulated deductible
contributions (within the meaning of section
72(0)(5)).

“(F) Any distribution the proceeds of which
are used to repay any loan to the employee from
the plan with respect to which the employee is
in default.

“(c) ELIGIBLE TRANSFEREE PLAN.—For pur-
poses of this section—

‘(1) IN GENERAL—The term ‘eligible trans-
feree plan' means an individual retirement plan
designated by the employee in such form, and at
such time, as the transferor plan may prescribe,

““(2) DESIGNATION BY PLAN.—

“(A) IN GENERAL.—Each plan shall provide a
method for the designation of an eligible trans-
Jeree plan if an employee does not designate a
plan under paragraph (1).

“(B) DESIGNATION BY TRUSTEE—The trustee
shall designate the eligible transferee plan
under the method prescribed under subpara-
graph (A) in cases—

“(i) where the employee does not designate, or

(i) where the transfer in accordance with an
employee's designation is not practicable.

*'(3) TRANSFERS TO QUALIFIED TRUSTS.—Ezx-
cept as otherwise provided in regulations, an el-
igible transferee plan shall include an employ-
ee's trust described in section 401(a) and erempt
from tax under section 501(a) which is des-
ignated as provided in paragraph (2) and
which—

“(A) is part of a defined conlribution plan,
and

“(B) provides for the acceptance of the dis-
tribution from the transferor plan.

“(d) SPECIAL RULES FOR TREATMENT OF
TRANSFERS.—

“'(1) WITHDRAWALS BEFORE DUE DATE.—

“(A) IN GENERAL—For purposes of this title,
if, during the distribution period with respect to
any applicable distribution, the employee re-
ceives a distribution from the eligible transferee
plan of any portion of the applicable distribu-
tion (and any income allocable thereto), the dis-
tribution from the eligible transferee plan shall
be treated as if it were a distribution from the
transferor plan in the tarable year of receipt by
the employee.

“fB) DISTRIBUTION PERIOD.—For purposes of
this paragraph, the term ‘distribution period’
means the period beginning on the date of the
transfer and ending on the due date (including
extensions) for the return of tax for the tarable
year of the employee in which the date of trans-
fer occurs.

*'(2) SPOUSAL BENEFICIARIES.—For purposes of
this section, in the case of an applicable dis-
tribution to the surviving spouse of an em-
ployee, the surviving spouse shall be treated in
the same manner as an employee.

‘"(e) REPORTS.—

(1) NOTICE TO EMPLOYEES.—The trustee of a
plan shall notify each employee before any ap-
plicable distribution of the requirements of this
section, including the time and manner of mak-
ing a designation under subsection (c)(1).
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“(2) AMOUNTS TRANSFERRED.—The trustee of a
transferor plan shall notify the employee of the
;}mount of any direct trustee-to-trustee trans-

oy

(2) CONFORMING AMENDMENT—The table of
sections for subpart B of part | of subchapter D
of chapter I is amended by inserting after the
item relating to section 417 the following new
item:

“Sec. 417A. Required transfers of certain plan

distributions.™

(c) EXCLUSION FROM INCOME.—

(1) IN GENERAL.—Subsection (e) of section 402
(relating to tazability of beneficiary of employ-
ees' trust), as amended by section ______, is
amended by adding at the end the following
new paragraph:

"'(5) DIRECT TRUSTEE-TO-TRUSTEE TRANS-
FERS.—In the case of a plan described in section
401(a) to which the requirements of section 4174
apply, any amount transferred in a direct trust-
ee-to-trustee transfer in accordance with section
417A shall not be includible in gross income for
the tarable year of such transfer."

(2) DIRECT TRANSFERS FROM EMPLOYEE ANNU-
ITIES.—

(A) QUALIFIED ANNUITY PLANS.—

(i) Paragraph (2) of section 404(a) (relating to
employees’ annuities) is amended by striking
“and (27)"" and inserting *'(27), and (31)".

(ii) Subsection (a) of section 403 (relating to
tarability of beneficiary under a qualified an-
nuity plan) is amended by adding at the end the
following new paragraph.

**(5) DIRECT TRANSFERS TO INDIVIDUAL RETIRE-
MENT PLANS.—Rules similar to the rules of sec-
tions 402(e)(5) and 417 A shall apply with respect
to annuity contracts described in paragraph (1),
and such contracts shall, for purposes of section
417A(c)(3), be treated in the same manner as a
trust described in such section.”

(B) ANNUITY CONTRACTS PURCHASED BY SEC-
TION  S0I(CN3) ORGANIZATIONS OR PUBLIC
SCHOOLS.~—Subsection (b) of section 403 (relating
to tazability of beneficiary under annuity pur-
chased by section 50I(c)(3) organization or pub-
lic school) is amended by adding at the end the
following new paragraph:

“(13) DIRECT TRUSTEE-TO-TRUSTEE TRANS-
FERS.—Rules similar to the rules of sections
401(a)(31) and 4174 and section 402(e)(5) shall
apply with respect to annuity contracts de-
scribed in paragraph (1), and such contracts
shall, for purposes of section 4ITA(c)(3), be
treated in the same manner as a trust described
in such section.”

(d) OTHER AMENDMENTS,—

(1) CERTAIN TRANSFERS NOT TREATED AS RE-
DUCTIONS IN BENEFITS.—Section 411(d)(6)(B) (re-
lating to accrued benefit not to be decreased by
amendment) is amended by adding at the end
the following new sentence: “Except as other-
wise provided in regulations, the requirements
of clause (ii) shall not be treated as violated
solely by reason of a direct (lrustee-to-trustee
transfer required by section 417A.”

(2) SERVICE DISREGARDED WHERE DISTRIBUTION
IS PERMITTED,—

(A) IN GENERAL.—Subparagraph (B) of section
411(a)(7) (relating to effect of certain distribu-
tions) is amended—

(i) in the matter preceding clause (i), by strik-
ing "‘he has received’";

(ii) in clause (i), by inserting “the employee
has received' after ‘'(i)"", and by striking “‘or’’;

(iii) in clause (ii), by inserting ‘“‘the employee
has received” after *'(ii)’’, and by striking ‘‘re-
ceive.’" and inserting “‘receive, or'’;

(iv) by inserting after clause (ii) the following:

“(iii) a direct trustee-to-trustee transfer de-
scribed in section 417A has been made from the
plan.”; and

(v) in the last sentence, by striking ‘“'Clause
(ii)"" and inserting *‘Clauses (ii) and (iii)"",
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{B) BUYBACK RULES.—Subparagraph (C) of
section 411(a)(7) (relating to repayment of sub-
paragraph (B) distributions) is amended by add-
ing at the end the following new sentence: **For
purposes of this subparagraph, a direct trustee-
to-trustee transfer referred to in subparagraph
(B)(iii) with respect to a participant shall be
treated as a distribution received by the partici-
pant.”

(3) NOTICE TO RECIPIENTS OF DISTRIBUTIONS
ELIGIBLE FOR ROLLOVER TREATMENT.—Para-
graph (1) of section 402(f) (relating to written
explanalion to recipients of distributions eligible
for rollover treatment) is amended—

(A) by striking ‘‘when making an eligible roll-
over distribution, provide a written explanation
to the recipient” and inserting '‘when making
an eligible rollover distribution or a direct trust-
ee-to-trustee transfer, provide to the recipient of
the distribution or the person with respect to
whom the transfer is made a written erpla-
nation of’'; and

(B) by inserting *', or the income tar con-
sequences of a direct trustee-to-lrustee transfer
provided in accordance with the applicable re-
quirements of sections 417A, 403(e)(5)., and
403(b)(13), respectively’’ before the end period.

(e) EFPFECTIVE DATE.—The amendments made
by this section shall apply to distributions in
plan years beginning after December 31, 1993.
SEC. 4204. REQUIRED DISTRIBUTIONS.

(a) IN GENERAL.—Section 401(a)9)(C) (defin-
ing required beginning date) is amended to read
as follows:

‘(C) REQUIRED BEGINNING DATE.—For pur-
poses of this paragraph—

“*(i) IN GENERAL.—The term ‘required begin-
ning date' means April 1 of the calendar year
following the later of—

(1) the calendar year in which the employee
attains age 704,

*“(I1) the calendar year in which the employee
retires.

*(ii) EXCEPTION.—Subclause (1) of clause (i)
shall not apply—

‘(1) except as provided in section 409(d), in
the case of an employee who is a 5-percent
ouner (as defined in section 416) with respect to
the plan year ending in the calendar year in
which the employee attains age 70':, or

*“(11) for purposes of section 408(a)(6) or (b)(3).

“'(iii) ACTUARIAL ADJUSTMENT.—In the case of
an employee to whom clause (1)(11) applies who
retires in a calendar year after the calendar
year in which the employee attains age 707z, the
employee's accrued benefit shall be actuarially
increased to take into account the period after
age 70" in which the employee was not receiv-
ing any benefits under the plan.

‘'(iv) EXCEPTION FOR GOVERNMENTAL AND
CHURCH PLANS.—Clauses (ii) and (iii) shall not
apply in the case of a governmental plan or
church plan. For purposes of this clause, the
term ‘church plan' means a plan maintained by
a church for church employees, and the term
‘church’ means any church (as defined in sec-
tion 3121(w)(3)(A)) or qualified church-con-
trolled organization (as defined in section
32H(w)(3)(B))."

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to years beginning
after December 31, 1992,

PART II—INCREASED ACCESS TO PENSION
PLANS
SEC. 4211. MODIFICATIONS OF SIMPLIFIED EM-
PLOYEE PENSIONS.

(@) INCREASE IN NUMBER OF ALLOWABLE PAR-
TICIPANTS FOR SALARY REDUCTION ARRANGE-
MENTS.—Section 408(k)(6)(B) is amended by
striking **25'" each place it appears in the text
and heading thereof and inserting 100",

(b) MODIFICATION OF PART'ICIPATION REQUIRE-
MENTS.—Section 408(k)(2)(B) is amended to read
as follows:
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“(B) has at least 1 year of service (as deter-
mined under section d4i1I(a)(5)) with the em-
ployer, and"'.

(c) REPEAL OF PARTICIPATION REQUIRE-
MENT.—Section 408(k)(6)(A) is amended by strik-
ing clause (ii) and by redesignating clauses (iii)
and (iv) as clauses (ii) and (iii), respectively.

(d) ALTERNATIVE TEST.—Clause (iii) of section

408 (k)(6)(A) is amended by adding at the end
thereof the following new flush sentence:
““The requirements of the preceding sentence are
met if the employer makes contributions to the
simplified employee pension meeting the re-
quirements of sections 40I(k)(11) (B) or (C),
d01(k)(11)(D), and 401(m)(10)(B)."

(e) EFFECTIVE DATE—The amendments made
by this section shall apply to years beginning
after December 31, 1992.

SEC. 4212. TAX EXEMPT ORGANIZATIONS ELIGI-
BLE UNDER SECTION 401(k).

(a) GENERAL RULE.—Subparagraph (B) of sec-
tion 401(k)(4) is amended to read as follows:

‘(B) STATE AND LOCAL GOVERNMENTS NOT ELI-
GIBLE.—A cash or deferred arrangement shall
not be treated as a qualified cash or deferred ar-
rangement if it is part of a plan maintained by
a State or local government or political subdivi-
sion thereof, or any agency or instrumentality
thereof. This subparagraph shall not apply to a
rural cooperative plan.’"

(b) EFFECTIVE DATE.—The amendment made
by this section shall apply to plan years begin-
ning on or after December 31, 1992, but shall not
apply to any cash or deferred arrangement to
which clause (i) of section 1116(f)(2)(B) of the
Tar Reform Act of 1986 applies.

SEC. 4213. DUTIES OF SPONSORS OF CERTAIN
PROTOTYPE PLANS.

(a) IN GENERAL.—The Secretary of the Treas-
ury may, as a condition of sponsorship, pre-
scribe rules defining the duties and responsibil-
ities of sponsors of master and prototype plans,
regional prototype plans, and other Internal
Revenue Service preapproved plans.

(b) DUTIES RELATING TO PLAN AMENDMENT,
NOTIFICATION OF ADOPTERS, AND PLAN ADMINIS-
TRATION.—The duties and responsibilities re-
ferred to in subsection (a) may include—

(1) the maintenance of lists of persons adopt-
ing the sponsor's plans, including the updating
of such lists not less frequently than annually,

(2) the furnishing of notices at least annually
to such persons and to the Secretary or his dele-
gate, in such form and at such time as the Sec-
retary shall prescribe,

(3) duties relating to administrative services to
such persons in the operation of their plans,
and

(4) other duties that the Secretary considers
necessary to ensure that—

(A) the master and prototype, regional proto-
type, and other preapproved plans of adopting
employers are timely amended to meet the re-
quirements of the Internal Revenue Code of 1986
or of any rule or regulation of the Secretary,
and

(B) adopting employers receive timely notifica-
tion of amendments and other actions taken by
sponsors with respect to their plans.

PART III—NONDISCRIMINATION
PROVISIONS

DEFINITION OF HIGHLY COM-
PENSATED EMPLOYEES.

(a) IN GENERAL.—Paragraph (1) of section
414(q) (defining highly compensated employee)
is amended to read as follows:

“(1) IN GENERAL.—The term ‘highly com-
pensated employee’ means any employee who—

“(A) was a 5-percent owner at any time dur-
ing the year or the preceding year, or

“(B) had compensation for the preceding year
from the employer in excess of $50,000.

The Secretary shall adjust the $50,000 amount
under subparagraph (B) at the same time and in
the same manner as under section 415(d).""

SEC. 4221
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(b) SPECIAL RULE WHERE NO EMPLOYEES
TREATED AS HIGHLY COMPENSATED.—Paragraph
(2) of section 414(g) is amended to read as fol-
lows:

"(2) SPECIAL RULE IF NO EMPLOYEE DESCRIBED
IN PARAGRAPH (1).—If no employee is treated as
a highly compensated employee under para-
graph (1), the highest paid officer for the year
shall be treated as a highly compensated em-
ployee. The preceding sentence shall not apply
for purposes of section 401 (k) or (m) and shall
not apply with respect to employees of an em-
ployer described in section 457(e)(1).""

(c) TREATMENT OF FAMILY MEMBERS.—Para-
graph (6) of section 414(q) is hereby repealed.

(d) CONFORMING AMENDMENTS.—

(1) Paragraphs (1), (5), (8), and (12) of section
414(q) are hereby repealed.

(2)(A) Section 414(r) is amended by adding at
the end thereof the following new paragraph:

“(9) EXCLUDED EMPLOYEES.—For purposes of
this subsection, the following employees shall be
excluded:

““(4) Employees who have not completed 6
maonths of service,

“{B) Employees who normally work less than
1742 hours per week.

“(C) Employees who normally work not more
than 6 months during any year.

“{D) Employees who have not attained the
age of 21.

‘(E) Except to the ertent provided in regula-

tions, employees who are included in a unit of
employees covered by an agreement which the
Secretary of Labor finds to be a collective bar-
gaining agreement between employee represent-
atives and the employer.
Ezcept as provided by the Secretary, the em-
ployer may elect to apply subparagraph (A),
(B), (C), or (D) by substituting a shorter period
of service, smaller number of hours or months,
or lower age for the period of service, number of
hours or months, or age (as the case may be)
specified in such subparagraph.”

(B) Subparagraph (A) of section 414(t)(2) is
amended by striking “‘subsection (g)(8)" and in-
serting "‘paragraph (9)".

(3) Paragraph (17} of section 401(a) is amend-
ed by striking the last sentence.

(4) Subsection (1) of section 404 is amended by
striking the last sentence.

(e) EFFECTIVE DATE—The amendments made
by this section shall apply to years beginning
after December 31, 1992, except that an employer
may elect not to have such amendments apply to
years beginning in 1993.

SEC. 4222, ELECTION TO TREAT BASE PAY AS
COMPENSATION.

{a) IN GENERAL.—Section 414(s) is amended by
redesignating paragraph (4) as paragraph (5)
and by inserting after paragraph (3) the follow-
ing new paragraph:

"'(4) ELECTION TO USE BASE PAY.—An employer
may elect to determine an employee’s compensa-
tion solely by reference to that portion of the
employee’s compensation attributable to such
employee’s base pay. Such election shall apply
Jor purposes of all applicable provisions and to
all employees and, once made, may be revoked
only with the consent of the Secretary.”

(b) EFFECTIVE DATE—The amendment made
by this section shall apply to years beginning
after December 31, 1992.

SEC. 4223. MODIFICATION OF ADDITIONAL PAR-

TICIPATION REQUIREMENTS.,
(a) GENERAL RULE.—Section 401(a)(26)(A) (re-
lating to additional participation requir ts)

is amended to read as follows:

‘““A) IN GENERAL.—In the case of a trust
which is a part of a defined benefit plan, such
trust shall nol constitute a qualified trust under
this subsection unless on each day of the plan
year such trust benefits at least the lesser of—

‘(i) 25 empl, of the employer, or
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'(ii) the greater of—

(1) 40 percent of all employees of the em-
ployer, or

“(In) 2 employees (or if there is only 1 em-
ployee, such employee)."

(b) SEPARATE LINE OF BUSINESS TEST.—Sec-
tion 401(a)(26)(G) (relating to separate line of
business) is amended by striking ‘“‘paragraph
(7)"" and inserting “‘paragraph (2)(A) or (7)"".

(c) EFFECTIVE DATES.—

(1) IN GENERAL.—Ezxcept as provided in para-
graph (2), the amendment made by this section
shall apply to years beginning after December
31, 1991.

(2) ELECTION—A plan may elect to have the
amendment made by this section apply as if
such amendment was included in the amend-
ment made by section 1112(b) of the Tax Reform
Act of 1986. Such election shall be made at such
time, and in such form, as the Secretary of the
Treasury may prescribe.

SEC. 4224, NONDISCRIMINATION RULES FOR
QUALIFIED CASH OR DEFERRED AR-
RANGEMENTS AND MATCHING CON.-
TRIBUTIONS.

(a) ALTERNATIVE METHODS OF SATISFYING
SECTION 401(k) NONDISCRIMINATION TESTS.—Sec-
tion 401(k) (relating to cash or deferred arrange-
ments) is amended by adding at the end thereof
the following new paragraph:

‘“(11) ALTERNATIVE METHODS OF MEETING NON-
DISCRIMINATION REQUIREMENTS.—

"(A) IN GENERAL.—A cash or deferred ar-
rangement shall be ireated as meeling the re-
quirements of paragraph (3)(A)ii) if such ar-
rangement—

“(i) meets the contribution requirements of
subparagraph (B) or (C), and

““(ii) meets the notice requirements of subpara-
graph (D).

“(B) MATCHING CONTRIBUTIONS.—

“4i) IN GENERAL.—The requirements of this
subparagraph are met if, under the arrange-
ment, the employer makes matching contribu-
tions on behalf of each employee who is not a
highly compensated employee in an amount not
less than—

““(I) 100 percent of the elective contributions of
the employee to the extent such elective con-
tributions do not exceed 3 percent of the employ-
ee’s compensation, and

“(II) 50 percent of the elective contributions of
the employee to the extent that such elective
contributions exceed 3 percent but do not exceed
5 percent of the employee’s compensation.

*“(ii) RATE FOR HIGHLY COMPENSATED EMPLOY-
EES—The regquirements of this subparagraph
are not met if, under the arrangement, the
matching contribution with respect to any elec-
tive contribution of a highly compensated em-
ployee at any level of compensation is greater
than that with respect to an employee who is
not a highly compensated employee.

‘““(iii) ALTERNATIVE PLAN DESIGNS.—If the
matehing contribution with respect to any elec-
tive contribution at any specific level of com-
pensation is not equal to the percentage re-
quired under clause (i), an arrangement shall
not be treated as failing to meet the require-
ments of clause (i) if—

‘(1) the level of an employer’s matching con-
tribution does mnot increase as an employee’s
elective contributions increase, and

“(I1) the aggregate amount of matching con-
tributions with respect to elective contributions
not in excess of such level of compensation is at
least equal to the amount of maitching coniribu-
tions which would be made if matching con-
tributions were made on the basis of the per-
centages described in clause (i).

“{C) NONELECTIVE CONTRIBUTIONS.—The re-
quirements of this subparagraph are met if,
under the arrangement, the employer is re-
quired, without regard to whether the employee
makes an elective contribution or employee con-

CONGRESSIONAL RECORD—SENATE

tribution, to make a contribution to a defined
contribution plan on behalf of each employee
who is not a highly compensated employee and
who is eligible to participate in the arrangement
in an amount equal lo at least 3 percent of the
employee’s compensation.

“(D) NOTICE REQUIREMENT —An arrangement
meets the requirements of this paragraph if,
under the arrangement, each employee eligible
to participate is, within a reasonable period be-
fore any year, given written notice of the em-
ployee’s rights and obligations under the ar-
rangement which—

(i) is sufficiently accurate and comprehen-
sive to appraise the employee of such rights and
obligations, and

(i) is written in a manner calculated to be
understood by the average employee eligible to
participate.

““(E) OTHER REQUIREMENTS.—

“(i) WITHDRAWAL AND VESTING RESTRIC-
TIONS.—An arrangement shall not be treated as
meeting the requirements of subparagraph (B)
or (C) unless the requirements of subparagraphs
(B) and (C) of paragraph (2) are met with re-
spect to employer contributions.

““(ii) SOCIAL SECURITY AND SIMILAR CONTRIBU-
TIONS NOT TAKEN INTO ACCOUNT.—An arrange-
ment shall not be treated as meeting the require-
ments of subparagraph (B) or (C) unless such
requirements are met without regard to sub-
section (1), and, for purposes of subsection (1),
employer contributions under subparagraph (B)
or (C) shall not be taken into account.

“‘(F) OTHER PLANS.—An arrangement shall be
treated as meeting the requirements under sub-
paragraph (A)(i) if any other plan maintained
by the employer meets such reguirements with
respect to employees eligible under the arrange-
ment.""

(b) ALTERNATIVE METHODS OF SATISFYING
SECTION 401(m) NONDISCRIMINATION TESTS.—
Section 401(m) (relating to nondiscrimination
test for matching contributions and employee
contributions) is amended by redesignating
paragraph (10) as paragraph (11) and by adding
after paragraph (9) the following new para-
graph.

“(10) ALTERNATIVE METHOD OF SATISFYING
TESTS.—

‘“(A) IN GENERAL.—A defined contribution
plan shall be treated as meeting the require-
ments of paragraph (2) with respect to matching
contributions if the plan—

(i) meets the contribution regquirements of
subparagraph (B) or (C) of subsection (k)(11),

““fii} meets the notice reguirements of sub-
section (k)(11)(D), and

“‘iii) meets the requirements of subparagraph
(B).
'(B) LIMITATION ON MATCHING CONTRIBU-
TIONS—The requirements of this subparagraph
are met if—

(i) matching contributions on behalf of any
employee may not be made with respect to an
employee's contributions or elective deferrals in
excess of 6 percent of the employee's compensa-
tion,

““(ii) the level of an employer's matching con-
tribution does not increase as an employee's
contributions or elective deferrals increase, and

‘“(iii) the matching contribution with respect
to any highly compensated employee at a spe-
cific level of compensation is not greater than
that with respect to an employee who is not a
highly compensated employee."

(c) YEAR FOR COMPUTING NONHIGHLY COM-
PENSATED EMPLOYEE PERCENTAGE.—

(1) CASH OR DEFERRED ARRANGEMENTS.—
Clause (ii) of section 401(k)(3)(A) is amended—

(A) by striking “such year' and inserting
“the plan year", and

(B) by striking *‘for such plan year’ and in-
serting “'the preceding plan year''.
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(2) MATCHING AND EMPLOYEE CONTRIBU-
TIONS.—Section 401(m)(2)(A) is amended—

(A) by inserting ‘'for such plan year' after
“highly compensated employee’’, and

(B) by inserting ‘‘for the preceding plan year
after “eligible employees'" each place it appears
in clause (i) and clause (ii).

(d) SPECIAL RULE FOR DETERMINING AVERAGE
DEFERRAL PERCENTAGE FOR FIRST PLAN YEAR,
BTC.—

(1) Paragraph (3) of section 401(k) is amended
by adding at the end thereof the following new
subparagraph:

‘(E) For purposes of this paragraph, in the
case of the first plan year of any plan, the
amount taken into account as the average defer-
ral percentage of nonhighly compensated em-
ployees for the preceding plan year shall be—

‘(i) 3 percent, or

‘(i) if the employer makes an election under
this subclause, the average deferral percentage
of nonhighly compensated employees determined
for such first plan year."

(2) Paragraph (3) of section 401(m) is amended
by adding at the end thereof the following:
“Rules similar to the rules of subsection
(k)(3)(E) shall apply for purposes of this sub-
section,””,

(e) DISTRIBUTION OF EXCESS CONTRIBU-
TIONS.—

(1) Subparagraph (C) of section 401(k)(8) (re-
lating to arrangement not disqualified if ercess
contributions distributed) is amended by striking
“on the basis of the respective portions of the
excess contributions attributable to each of such
employees’ and inserting *‘on the basis of the
amount of contributions by, or on behalf of,
each of such employees’'.

(2) Subparagraph (C) of section 401(m)(6) (re-
lating to method of distributing excess aggregate
contributions) is amended by striking ‘‘on the
basis of the respective portions of such amounts
attributable to each of such employees'" and in-
serting "‘on the basis of the amount of contribu-
tions on behalf of, or by, each such employee''.

(f) EFFECTIVE DATE—The amendments made
by this section shall apply to years beginning
after December 31, 1992,

PART IV—-MISCELLANEOUS
SIMPLIFICATION
SEC. 4231. TREATMENT OF LEASED EMPLOYEES.

(a) REPLACEMENT OF HISTORICAL TEST WITH
CoNTROL TEST.—Subparagraph (C) of section
414(n)(2) is amended to read as follows:

*(C) such services are performed by such per-
son under the control of the recipient.”’

(b) EFFECTIVE DATE.—The amendments made
by this section shall apply to taxable years be-
ginning after December 31, 1983.

SEC. 4242, ELIMINATION OF HALF-YEAR REQUIRE-
MENTS.

"

(a) IN GENERAL.—Each of the following provi-
sions are amended by striking “‘age 592" and
inserting “‘age 59°':

(1) Section 72(g)(2)(A).

(2) Section 72(q)(3)(B)(i).

(3) Section 72(q)(3)(B)(ii).

(4) Section 72(t)(2)(A)i).

(5) Section 72(t)(4)( A)(ii)(1).

(6) Section T2(t)(4)(A)(i)(11).

(7) Section 72(v)(2)(A).

(8) Section 401(k)(7)(C).

(9) Section 402(e)(4)(D)()(11).

(10) Section 403(b)(T)(A)(ii).

(11) Section 403(b)(11)(A).

(12) The heading for section 403(b)(11).

(13) Section 4978(d)(1)(B).

(b) OTHER PROVISIONS.—Each of the following
provisions is amended by striking 702" and in-
serting '70"";

(1) Section 219(d)(1).

(2) The heading for section 219(d)(1).

(3) Section 401(a)(9)(B)(iv)(1).

(4) Section 401(a)(9)(C)()(1).
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(5) Section 401(a)(9)(C)ii)(1).

(6) Section 401(a)(9)(C)(iii).

(7) Section 408(b).

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to years beginning
after December 31, 1992.

SEC. 4233. MODIFICATIONS OF COST-OF-LIVING
ADJUSTMENTS.

() IN GENERAL.—Section 415(d) (relating to
cost-of-living adjustments) is amended to read
as follows:

“(d) COST-OF-LIVING ADJUSTMENTS.—

(1) IN GENERAL,—The Secretary shall adjust
annually—

“(A) the 890,000 amount in
(B)1)(A), and

*(B) in the case of a participant who sepa-
rated from service, the amount taken into ac-
count under subsection (b)(1)(B),
for inereases in the cost-of-living in accordance
with regulations prescribed by the Secretary.

*“(2) METHOD.—

“(A) IN GENERAL.—The regulations prescribed
under paragraph (1) shall provide for adjust-
ment procedures which are similar to the proce-
dures used to adjust benefit amounts under sec-
tion 215(i)(2)(A) of the Social Security Act.

“(B) PERIODS FOR ADJUSTMENT OF DOLLAR
AMOUNT.—For purposes of paragraph (1)(A)—

(i) IN GENERAL.—The adjustment with re-
spect to any calendar year shall be based on the
increase in the applicable inder as of the close
of the calendar quarter ending September 30 of
the preceding calendar year over such indexr as
of the close of the base period.

"“(ii) BASE PERIOD.—For purposes of clause (i),
the base period is the calendar quarter begin-
ning October 1, 1956.

“(C) BASE PERIOD FOR SEPARATIONS.—For
purposes of paragraph (1)(B), the base period is
the last calendar quarter of the calendar year
preceding the calendar year in which the partic-
ipant separated from service.

“(3) ROUNDING.—Any amount determined
under paragraph (1) (or by reference to this sub-
section) shall be rounded to the nearest $1,000,
except that the amounts under sections 402(g)(1)
and 408(k)(2)(C) shall be rounded to the nearest
3100.""

(b) EFFECTIVE DATE—The amendments made
by this section apply to adjustments with re-
spect to calendar years beginning after Decem-
ber 31, 1992.

SEC. 4234. PLANS COVERING SELF-EMPLOYED IN-
DIVIDUALS.

(a) AGGREGATION RULES.—Section 401(d) (re-
lating to additional requirements for qualifica-
tion of trusts and plans benefiting owner-em-
ployees) is amended to read as follows:

"(d) CONTRIBUTION LIMIT ON OWNER-EMPLOY-
EES—A trust forming part of a pension or prof-
il-sharing plan which provides contributions or
benefits for employees some or all of whom are
owner-employees shall constitute a qualified
trust under this section only if, in addition to
meeting the reguirements of subsection (a), the
plan provides that contributions on behalf of
any owner-employee may be made only with re-
spect to the earned income of such owner-em-
ployee which is derived from the trade or busi-
ness with respect to which such plan is estab-
lished."

(b) EFFECTIVE DATE.—The amendments made
by this section shall apply to years beginning
after December 31, 1992.

SEC. 4235, FULL-FUNDING LIMITATION OF MULTI-
EMPLOYER PLANS.

(a) FULL-FUNDING  LIMITATION.—Section
412(e)(T)(C) (relating to full-funding limitation)
is amended—

(1) by inserting "or in the case of a multiem-
ployer plan,” after “paragraph (6)(B),"”, and

(2) by inserting ‘‘AND MULTIEMPLOYER PLANS™'
after “"PARAGRAPH (6)(B)" in the heading thereof.
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(b) VALUATION.—Section 412(c)(9) is amend-
ed—

(1) by inserting (3 years in the case of a mul-
tiemployer plan)’ after “year’’, and

(2) by striking ‘“ANNUAL VALUATION" in the
heading and inserting "' VALUATION"".

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to years beginning
after December 31, 1991,

SEC. 4236. ALTERNATIVE FULL-FUNDING LIMITA-
TION.

(a) IN GENERAL.—Subsection (c¢) of section 412
(relating to minimum funding standards) is
amended by redesignating paragraphs (8)
through (11) as paragraphs (9) through (12), re-
spectively, and by adding after paragraph (7)
the following new paragraph:

‘'(8) ALTERNATIVE FULL-FUNDING LIMITA-
TION,—

““{A) GENERAL RULE—An employer may elect
the full-funding limitation under this paragraph
with respect to any defined benefit plan of the
employer in lieu of the full-funding limitation
determined under paragraph (7) if the require-
ments of subparagraphs (C) and (D) are met.

*(B) ALTERNATIVE FULL-FUNDING LIMITA-
TION.—The full-funding limitation under this
paragraph is the full-funding limitation deter-
mined under paragraph (7) without regard to
subparagraph (A)i)(1) thereof.

‘(C) REQUIREMENTS RELATING TO PLAN ELIGI-
BILITY —

‘(i) IN GENERAL.—The requirements of this
subparagraph are met with respect {o a defined
benefit plan if—

“(I) as of the Ist day of the election period,
the average accrued lability of participants ac-
cruing benefits under the plan for the 5 imme-
diately preceding plan years is at least 80 per-
cent of the plan's total accrued lability,

‘““(11) the plan is not a top-heavy plan (as de-
fined in section 416(g)) for the Ist plan year of
the election period or either of the 2 preceding
plan years, and

“(I11) each defined benefit plan of the em-
ployer (and each defined benefit plan of each
employer who is a member of any controlled
group which includes such employer) meets the
requirements of subclauses (I) and (11).

‘(i) FAILURE TO CONTINUE TO MEET REQUIRE-
MENTS.—

“(0) If any plan fails to meet the requirement
of clause (i)(1) for any plan year during an elec-
tion period, the benefits of the election under
this paragraph shall be phased out under requ-
lations prescribed by the Secretary.

“(I1) If any plan fails to meet the requirement

of clause (i)(I1I) for any plan year during an
election period, such plan shall be treated as not
meeting the requirements of clause (i) for the re-
mainder of the election period.
If there is a failure period described in subclause
(1) or (1) with respect to any plan, such plan
(and each plan described in clause (i)}(111) with
respect to such plan) shall be treated as not
meetling the requirements of clause (i) for any of
the 10 plan years beginning after the election
period.

(D) REQUIREMENTS RELATING TO ELECTION,—

‘(i) IN GENERAL.—The requirements of this
subparagraph are met if—

‘(1) FILING DATE.—Notice of such election is
filed with the Secretary (in such form and man-
ner and containing such information as the Sec-
retary may provide) by January I of any cal-
endar year, and is effective as of the Ist day of
the election period beginning on or after Janu-
ary 1 of the following calendar.

(1) CONSISTENT ELECTION.—Such an election
is made for all defined benefit plans maintained
by the employer or by any member of a con-
trolled group which includes the employer.

‘(i) TRANSITION PERIOD.—In the case of any
election period beginning after December 31,
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1991, and before January [, 1994, the require-
ments of clause (i) shall not apply and the re-
quirements of this subparagraph are met with
respect to such election period if—

“(I) FILING DATE.—Nolice af election is filed
with the Secretary by December 31, 1992,

(1) INFORMATION.—The notice sets forth the
name and tax identification nuwmber of the plan
sponsor, the names and tax identification num-
bers of the plans to which the election applies,
the limitation under paragraph (7) (determined
with and without regard to this paragraph),
and a signed certification by an officer of the
employer stating that the requirements of this
paragraph have been met.

“(E) TERM OF ELECTION.—Any election made
under this paragraph shall apply for the elec-
tion period.

"“(F) OTHER CONSEQUENCES OF ELECTION.—

“'fi) NO FUNDING WAIVERS.—In the case of a
plan with respect to which an election is made
under this paragraph, no waiver may be grant-
ed under subsection (d) for any plan year begin-
ning after the date the election was made and
ending at the close of the election period with
respect thereto.

“(ii)) FAILURE TO MAKE SUCCESSIVE ELEC-
TIONS.—If an election is made under this para-
graph with respect to any plan and such an
election does not apply for each successive plan
year of such plan, such plan shall be treated as
not meeting the requirements of subparagraph
(C) for the period of 10 plan years beginning
after the close of the last election period for
such plan.

(@) DEFINITIONS.—For purposes of this para-
graph—

'*(i) ELECTION PERIOD.—The term ‘election pe-
riod’ means the period of 5 consecutive plan
years beginning with the 1st plan year for
which the election is made.

*(ii) CONTROLLED GROUP.—The term ‘con-
trolled group' means all persons who are treated
as a single employer under subsection (b), (c),
(m), or (o) of section 414.

‘“(H) PROCEDURES IF ALTERNATIVE FUNDING
LIMITATION REDUCES NET FEDERAL REVENUES.—

(i) IN GENERAL.—AL least once with respect
to each fiscal year, the Secretary shall estimate
whether the application of this paragraph will
result in a net reduction in Federal revenues for
such fiscal year.

“(ii)) ADJUSTMENT OF FULL-FUNDING LIMITA-
TION IF REVENUE SHORTFALL.—If the Secretary
estimates that the application of this paragraph
will result in a more than insubstantial net re-
duction in Federal revenues for any fiscal year,
the Secretary—

‘(1) shall make the adjustment described in
clause (iii), and

“(II) to the ertent such adjustment is not suf-
ficient to reduce such reduction to an insub-
stantial amount, shall make the adjustment de-
seribed in clause (iv).

Such adjustments shall apply only to defined
benefit plans with respect to which an election
under this paragraph is not in effect.

“(iit) REDUCTION IN LIMITATION BASED ON 150
PERCENT OF CURRENT LIABILITY.—The adjust-
ment described in this clause is an adjustment
which substitutes a percentage (not lower than
140 percent) for the percentage described in
paragraph (7)(A)(i)() determined by reducing
the percentage of current liability taken into ac-
count with respect to participants who are not
accruing benefits under the plan.

*(iv) REDUCTION IN LIMITATION BASED ON AC-
CRUED LIABILITY.—The adjustment described in
this clause is an adjustment which reduces the
percentage of accrued liability taken into ac-
count under paragraph (7)(A)(i)(11). In no event
may the amount of accrued lability taken into
account under such paragraph after the adjust-
ment be less than 140 of current liability.""
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(b) ALTERATION OF DISCRETIONARY REGU-
LATORY AUTHORITY.—Subparagraph (D) of sec-
tion 412(c)(7) is amended by striking '‘provide—
" and all that follows through *‘(iii) for' and
inserting "‘provide for"'.

(c) EFFECTIVE DATE.—The amendments made
by this section shall take effect on the date of
the enactment of this Act.

SEC. 4237. DISTRIBUTIONS UNDER RURAL COOP-
ERATIVE PLANS.

(a) DISTRIBUTIONS AFTER CERTAIN AGE.—Sec-
tion 401(k)(7) is amended by adding at the end
thereof the following new subparagraph:

"“(C) SPECIAL RULE FOR CERTAIN DISTRIBU-
TIONS.—A rural cooperative plan which includes
a qualified cash or deferred arrangement shall
not be treated as violating the requirements of
section 401(a) merely by reason of a distribution
to a participant after attainment of age 59'4."

(b) ErrecTivE DATE—The amendments made
by this section shall take effect as if included in
the amendments made by secltion 1011(k)9) of
t{;ga Technical and Miscellaneous Revenue Act of
1938.

SEC. 4238, TREATMENT OF GOVERNMENTAL
PLANS.

(a) DEFINITION OF COMPENSATION.—

(1) LIMITATIONS ON BENEFITS AND CONTRIBU-
TIONS. UNDER QUALIFIED PLANS.—Subsection (k)
of section 415 (regarding limitations on benefits
and contributions under qualified plans) is
amended by inserting at the end of the following
new paragraph:

*'{3) DEFINITION OF COMPENSATION FOR GOV-
ERNMENTAL PLANS.—For purposes of this sec-
tion, in the case of a governmental plan (as de-
fined in section 414(d)), the term ‘compensation’
includes, in addition to the amounts described
in subsection (c)(3), any amount whick is con-
tributed by the employer pursuant to a salary
reduction agreement and which is not includible
in the gross income of an employee under sec-
tion 125, 402(e)(3), 403(b), 414(h)(2), or 457.""

(2) OTHER USES.—Paragraph (2) of section
414(s) (defining compensation) is ded—

(A) by inserting ‘‘subsection (h) or" before
“section 125", and

(B) by striking *', or 403(b)’" and inserting ",
403(b), or 457".

(b) COMPENSATION LiMIT.—Subsection (b) of
section 415 is amended by inserting at the end
the following new paragraph:

*(11) SPECIAL LIMITATION RULE FOR GOVERN-
MENTAL PLANS.—In the case of a governmental
plan (as defined in section 414(d)), subpara-
graph (B) of paragraph (1) shall not apply.”

(c) TREATMENT OF CERTAIN EXCESS BENEFIT
PLANS.—

(1) IN GENERAL.—Section 415 is amended by
inserting after subsection (1) the following new
subsection:

“(m) TREATMENT OF QUALIFIED GOVERN-
MENTAL EXCESS BENEFIT ARRANGEMENTS.—

(1) GOVERNMENTAL PLAN NOT AFFECTED.—In
determining whether a governmental plan (as
defined in section 414(d)) meets the requirements
of this section, benefits provided under a quali-
Jied governmental ercess benefit arrangement
shall not be taken into account.

*(2) INCOMING ACCRUING TO PLAN.—For purs
poses of section 115, income accruing to a gov-
ernmental plan in respect of a qualified govern-
mental ercess benefit arrangement (or to a trust
maintained solely for the purpose of providing
benefits under such arrangement) shall be treat-
ed as income derived from the exercise of an es-
sential governmental function.

““(3) TAXATION OF PARTICIPANT.— For purposes
of this chapter—

“(A) the tazable year or years for which
amounts in respect of a qualified governmental
ercess benefit arrangement are includible in
gross income by a participant, and

“(B) the treatment of such amounts when so
includible by the partlicipant,
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shall be determined as if such gualified govern-
mental excess benefit arrangement were treated
as a plan for the deferral of compensation
which is maintained by a corporation not ex-
empt from tar under this chapter and which
does not meet the requirements for qualification
under section 401.

‘'(4) QUALIFIED GOVERNMENTAL EXCESS BENE-
FIT ARRANGEMENT.—For purposes of this sub-
section, the term ‘qualified governmental ercess
benefit arrangement' means a portion of a gov-
ernmental plan if—

“*(A) such portion is maintained solely for the
purpose of providing to participants in the plan
that part of the participant’s annual benefit
(otherwise payable under the terms of the plan)
in excess of the limitations on benefits imposed
by this section,

‘“(B) under such portion no election is pro-
vided al any time to the participant (directly or
indirectly) to defer compensation, and

“(C) benefits described in subparagraph (A)
are not paid from a trust forming a part of such
governmental plan unless such trust is main-
tained solely for the purpose of providing such
benefits.""

(2) CONFORMING AMENDMENT.—Paragraph (2)
of section 457(f) is amended by striking “and"
at the end of subparagraph (C), by striking the
period after subparagraph (D) and inserting **,
and”, and by inserting at the end thereof the
following new subparagraph:

“(E) a qualified governmental excess benefit
arrangement described in section 415(m)."

(d) EXEMPTION FOR SURVIVOR AND DISABILITY
BENEFITS.—Paragraph (2) of section 415(b) is
amended by inserting at the end the following
new subparagraph:

“(I) EXEMPTION FOR SURVIVOR AND DISABILITY
BENEFITS PROVIDED UNDER GOVERNMENTAL
PLANS.—Subparagraph (B) of paragraph (1),
subparagraph (C) of this paragraph, and para-
graph (5) shall not apply to—

**(i) income received from a governmenial plan
(as defined in section 414(d)) as a pension, an-
nuity, or similar allowance as the result of the
recipient becoming disabled by reason of per-
sonal injuries or sickness, or

“(ii) amounts received from a governmental
plan by the beneficiaries, survivors, or the estate
of an employee as the result of the death of the
employee.”

(e) REVOCATION OF GRANDFATHER ELECTION.—
Subparagraph (C) of section 415(b)(10) is amend-
ed by adding at the end thereof the following
new sentences: “If all employers maintaining a
plan consent, a plan may revoke an election
under the preceding sentence if such revocation
is filed with the Secretary not later than the last
day of the 3rd plan year beginning after the
date of the enactment of this sentence. Such
revocalion shall apply to all plan years for
which the election was in effect, except that the
limitations under this section for any amount
paid by the plan in a taxable year ending after
revocation of such election with respect to bene-
[its attributable to a preceding tarable year dur-
ing which such election was in effect shall be
determined as if such amount had been received
in such preceding tarable year."

(f) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
subsections (a), (b), (c), and (d) shall apply to
taxable years beginning after the date of enact-
ment, The amendments made by subsection (e)
shall apply with respect to revocations adopted
after the date of enactment of this section.

(2) TREATMENT FOR YEARS BEGINNING BEFORE
DATE OF ENACTMENT.—A governmental plan (as
defined in section 414(d) of such Code) shall be
treated as salisfying the requirements of section
415 of such Code for all tazable years beginning
before the date of the enactment of this Act.

March 10, 1992

SEC. 4239. USE OF EXCESS ASSETS OF BLACK
LUNG BENEFIT TRUSTS FOR HEALTH
CARE BENEFITS.

(a) GENERAL RULE.—Paragraph (21) of section
501(c) is amended to read as follows:

“(21)(A) A trust or trusts established in writ-
ing, created or organized in the United States,
and contributed to by any person (except an in-
surance company) if—

‘(i) the purpose of such trust or trusts is ex-
clusively—

“(I) to satisfy, in whole or in part, the liabil-
ity of such person for, or with respect to, claims
Jor compensation for disability or death due to
pnewmoconiosis under Black Lung Acts,

“(II) to pay premiums for insurance exclu-
sively covering such liabilily,

“(111) to pay administrative and other inci-
dental exrpenses of such trust in connection with
the operation of the trust and the processing of
claims against such person under Black Lung
Acts, and

*(IV) to pay accident or health benefits for re-
tired miners and their spouses and dependents
(including administrative and other incidental
expenses of such trust in connection therewith)
or premiums for insurance exclusively covering
such benefits, and

‘'(ii) no part of the assets of the trust may be
used for, or diverted to, any purpose other
than—

(1) the purposes described in clause (i),

*“(11) investment (but only to the extent that
the trustee determines that a portion of the as-
sels is not currently needed for the purposes de-
scribed in clause (i) in qualified investments, or

“(II1) payment into the Black Lung Disability
Trust Fund established under section 9501, or
into the general fund of the United States
Treasury (other than in satisfaction of any tax
or other civil or criminal liability of the person
who established or contributed to the trust).

“(B) No deduction shall be allowed under this
chapter for any payment described in subpara-
graph (A)(i)(IV) from such trust.

‘(C) Payments described in subparagraph
(A)(A)(1V) may be made from such trust during
a taxable year only to the extent that the aggre-
gate amount of such payments during such taz-
able year does not exceed the lesser of—

*(i) the excess (if any) (as of the close of the
preceding taxable year) of—

‘(1) the fair market value of the assets of the
trust, over

““(II) 110 percent of the present value of the li-
ability described in subparagraph (A)()(I) of
such person, or

‘(i) the excess (if any) of—

(1) the sum of a similar excess determined as
of the close of the last tarable year ending be-
fore the date of the enactment of this subpara-
graph plus earnings thereon as of the close of
the tarable year preceding the taxable year in-
volved, over

*(11) the aggregate payments described in sub-

paragraph (A)(i)(IV) made from the trust during
all taxable years beginning after the date of the
enactment of this subparagraph.
The determinations under the preceding sen-
tence shall be made by an independent actuary
using actuarial methods and assumptions (not
inconsistent with the regulations prescribed
under section 192(c)(1)(A)) each of which is rea-
sonable and which are reasonable in the aggre-
gate.

(D) For purposes of this paragraph—

*(i) The term ‘Black Lung Acts' means part C
of title IV of the Federal Mine Safety and
Health Act of 1977, and any State law providing
compensation for disability or death due tlo
prneumoconiosis.

‘'(ii) The term ‘qualified investments' means—

(1) public debt securities of the United
States,
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*'(11) obligations of a State or local govern-
ment which are not in default as to principal or
interest, and

“(I11) time or demand deposits in a bank (as
defined in section 581) or an insured credit
union (within the meaning of section 101(6) of
the Federal Credit Union Act, 12 U.8.C. 1752(6))
located in the United States.

""(iii) The term ‘miner’ has the same meaning
as such term has when used in section 402(d) of
the Black Lung Benefits Act (30 U.S.C. 902(d)).

“(iv) The term ‘incidental exrpenses’ includes
legal, accounting, actuarial, and {rustee ex-

(b) EXCEPTION FROM TAX ON SELF-DEALING.—
Section 4951(f) is amended by striking ‘“‘clause
(i) of section 501(c)(21)(A)"" and inserting ‘‘sub-
clause (1) or (IV) of section 501(c)(21)(A)(i)".

{c) TECHNICAL AMENDMENT.—Paragraph (4) of
section 192(c) is amended by striking *‘clause (ii)
of section 501(c)(21)(B)” and inserting ‘‘sub-
clause (1) of section 501(c)(21)(A)(ii)".

(d) EFFECTIVE DATE.—The amendments made
by this section shall apply to tarable years be-
ginning after December 31, 1991.

SEC. 4240. REPORTS OF PENSION AND ANNUITY
PAYMENTS.

(a) AMENDMENTS RELATED TO DEFINITION OF
INFORMATION RETURN.—

(1) Subparagraph (A) of section 6724(d)(1) is
amended—

(A) by redesignating clauses (iv) through (vii)
as clauses (vi) through (iz),

(B) by inserting after clause (iii) the following
new clause:

'(v) section 6047(d) (relating to reports by em-
ployers, plan administrators, ete.),”,

(C) by redesignating clauses (i) through (iii)
as clauses (ii) through (iv), and

(D) by inserting before clause (ii) (as so redes-
ignated) the following new clause:

‘(i) section 408(i) (relating to individual re-
tirement account and simplified employee pen-
sion reports),”’.

(2) Paragraph (1) of section 6724(d) is amend-
ed by adding at the end thereof the following
new sentence: ‘‘For purposes of clauses (i) and
{v) of subparagraph (A), such term shall include
only those statements filed with the Secretary
with respect to information required to be sup-
plied to both the Secretary and the recipient of
the payment.'’

(b) AMENDMENTS RELATED TO DEFINITION OF
PAYEE STATEMENT . —

(1) Paragraph (2) of section 6724(d) is amend-
ed—

(A) by redesignating subparagraphs (H)
through (8) as subparagraphs (J) through (U),

(B) by inserting after subparagraph (G) the
Jollowing new subparagraph.

(1) section 6047(d) (relating to reports by em-
ployers, plan administrators, etc.),",

(C) by redesignating subparagraphs (A)
through (G) as subparagraphs (B) through (H),
and

(D) by inserting before subparagraph (B) (as
so redesignated) the following new subpara-
graph:

““(A) section 408(i) (relating to individual re-
tirement account and simplified employee pen-
sion reports),”’.

(2) Paragraph (2) of section 6724(d) is amend-
ed by adding at the end thereof the following
new sentence: '‘For purposes of subparagraphs
(A) and (I), such term shall only include state-
ments with respect to information required to be
supplied to both the Secretary and the recipient
of the payment.”

(c) AMENDMENTS RELATED TO REPORTS OF
DESIGNATED DISTRIBUTION.—

(1) Subsection (i) of section 408 is amended by
inserting ‘‘aggregating $10 or more'’ after “‘dis-
tributions"'.

(2) Section G047(d)(I) is amended by adding at
the end thereof the following sentence: “How-
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ever, no returns or reports shall be required with

respect to payments of designated distributions

aggregating less than $10 to any person in any
ear."

s (d) TECHNICAL AMENDMENTS.—

(1) Paragraph (1) of section 6047(f) is amended
by striking ‘'section 6652(e)'’ and inserting '‘sec-
tions 6652(e), 6721, and 6722"".

(2) Subsection (e) of section 6652 is amended
by adding at the end thereof the following:
“However, failures to file returns and state-
ments also described in section 6724(d)(1) or
6724(d)(2) shall be subject to penallies under
part Il of chapter 68B of this subtitle, and not
under this section.”'

(e) EFFECTIVE DATE.—The amendments made
by this section shall apply to returns and state-
ments required to be filed after December 31,
1992,

SEC. 4241. CONTRIBUTIONS ON BEHALF OF DIS-
ABLED EMPLOYEES.

(a) ALL DISABLED PARTICIPANTS RECEIVING
CONTRIBUTIONS.—Section 415(c)(3)(C) is amend-
ed by adding at the end thereof the following:
“If a defined contribution plan provides for the
continuation of contributions on behalf of all
participants described in clause (i) for a fized or
determinable period, this subparagraph shall be
applied without regard to clauses (ii) and (iii).”

(b) EFFECTIVE DATE.—The amendments made
by this section shall apply to years beginning
after December 31, 1992.

SEC. 4242. AFFILIATED EMPLOYERS.

(a) IN GENERAL.—For purposes of Treasury
Regulations section 1.501(c)(9)-2(a)(1), employ-
ers shall be deemed to be affiliated if they sat-
isfy the requirements of subsection (b).

(b) AFFILIATION.—The requirements of sub-
section (b) shall be satisfied with respect to em-
ployers if—

(1) the employers are in the same line of busi-

ness,

(2) the employers act jointly to perform tasks
that are integral to the activities of each of the
employers,

(3) the employers act jointly to such an extent
that the joint maintenance of a voluntary em-
ployees’ beneficiary association is not a major
part of the employers' joint activities, and

(4) a substantial number of the employers are
erempt from tar under subtitle A of the Internal
Revenue Code of 1986.

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to years beginning
before, on, or after the date of the enactment of
this section.

SEC. 4243. DISAGGREGATION OF UNION PLANS.

(@) IN GENERAL—Paragraph (3) of section
410(b) (relating to exclusion of certain employ-
ees) is amended by adding at the end thereof the
Jollowing new sentence: “At the election of an
employer, subparagraph (A) (and the exclusion
of employees described in subparagraph (A) for
purposes of section 401(a)(4) and 414(r)) shall
not apply to a unit of employees who benefit
under the plan on the same terms."’

(b) CONFORMING AMENDMENT.—Paragraph (4)
of section 40l(a) is amended by inserting “‘and
except as provided in section 410(b)(3),'" after
“paragraph,”’.

(c) EFFECTIVE DATE—The amendments made
by this section shall apply to years beginning
after December 31, 1992,

SEC. 4244. UNIFORM RETIREMENT AGE.

(a) DISCRIMINATION TESTING.—Paragraph (5)
of section 401(a) (relating to special rules relat-
ing to nondiscrimination requirements) is
amended by adding at the end thereof the fol-
lowing new subparagraph:

"(F) SOCIAL SECURITY RETIREMENT AGE.—For
purposes of testing for discrimination wunder
paragraph (4)—

(i) the social security retirement age (as de-
fined in section 415(b)(8)) shall be treated as a
uniform retirement age, and
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(i) subsidized early retirement benefits and
joint and survivor annuities which are based in
whole or in part on an employee’s social secu-
rity retirement age (as so defined) shall be treat-
ed as being available to employees on the same
terms.""

(b) EFFECTIVE DATE—The amendments made
by this section shall apply to years beginning
after December 31, 1992,

SEC. 4245. SPECIAL RULES FOR PLANS COVERING
PILOTS.

(a) GENERAL RULE.—

(1) Subparagraph (B) of section 410(b}3) is
amended to read as follows:

“(B) in the case of a plan established or main-
tained by one or more employers to provide con-
tributions or benefits for air pilots employed by
one or more common carriers engaged in inter-
state or foreign commerce or air pilots employed
by carriers transporting mail for or under con-
tract with the United States Government, all
employees who are not air pilots."'

(2) Paragraph (3) of section 410(b) is amended
by striking the last sentence and inserting the
Jfollowing mnew sentence: ‘‘Subparagraph (B)
shall not apply in the case of a plan which pro-
vides contributions or benefits for employees
who are not air pilots or for air pilots whose
principal duties are not customarily performed
aboard aircraft in flight."”

(h) EFFECTIVE DATE.—The amendments made
by subsection {(a) shall apply to years beginning
after December 31, 1992.

SEC. 4246. NATIONAL COMMISSION ON PRIVATE
PENSION PLANS.

(a) ESTABLISHMENT.—There is hereby estab-
lished a commission to be known as the National
Commission on Private Pension Plans (in this
section referred to as the “‘Commission"’).

(b) MEMBERSHIP.—

(1) The Commission shall consist of—

’ (A) 6 members to be appointed by the Presi-
ent;

(B) 6 members to be appointed by the Speaker
of the House of Representatives; and

(C) 6 members to be appointed by the Presi-
dent pro tempore of the Senate.

(2) The appointments made pursuant to sub-
paragraphs (B) and (C) of paragraph (1) shall
be made in consultation with the chairmen of
the committees of the House of Represenlatives
and the Senate, respectively, having jurisdiction
over relevant Federal pension programs.

(c) DUTIES AND FUNCTIONS OF COMMISSION;
PUBLIC HEARINGS IN DIFFERENT GEOGRAPHICAL
AREAS; BROAD SPECTRUM OF WITNESSES AND
TESTIMONY.—

(1) It shall be the duty and function of the
Commission to conduct the studies and issue the
report required by subsection (d) of this section.

(2) The Commission (and any commitiees that
it may form) may conduct public hearings in
order to receive the views of a broad spectrum of
the public on the status of the Nation's private
retirement system.

(d) REPORT TO THE PRESIDENT AND CONGRESS;
RECOMMENDATIONS.—The Commission shall sub-
mit to the President, to the Majority Leader and
the Minority Leader of the Senate, and to the
Majority Leader and the Minority Leader of the
House of Representatives a report no later than
September 1, 1994, reviewing existing Federal in-
centives and programs that encourage and pro-
tect private retirement savings. The final report
shall also set forth recommendations where ap-
propriate for increasing the level and security of
private retirement savings.

(e) TIME OF APPOINTMENT OF MEMBERS; VA-
CANCIES; ELECTION OF CHAIRMAN, QUORUM;
CALLING OF MEETINGS; NUMBER OF MEETINGS;
VOTING; COMPENSATION AND EXPENSES.—

(1)(A) Members of the Commission shall first
be appointed not later than December 31, 1992,
for terms ending on September I, 1994,



4844

(B) A vacancy in the Commission shall not af-
fect its powers, but shall be filled in the same
manner as the vacant position was first filled.

(2) The Commission shall elect 1 of its members
to serve as Chairman of the Commission.

(3) A majority of the members of the Commis-
sion shall constitute a quorum for the trans-
action of business.

(4) The Commission shall meet at the call of
the Chairman.

(5) Decisions of the Commission shall be ac-
cording to the vote of a simple majority of those
present and voting at a properly called meeting.

(6) Members of the Commission shall serve
without compensation, but shall be reimbursed
for travel, subsistence, and other necessary ex-
penses incurred in the performance of their du-
ties as members of the Commission.

(f) EXECUTIVE DIRECTOR AND ADDITIONAL
PERSONNEL; APPOINTMENT AND COMPENSATION;
CONSULTANTS.—

(1) The Commission shall appoint an Erecu-
tive Director of the Commission. In addition to
the Erecutive Director, the Commission may ap-
point and fiz the compensation of such person-
nel as it deems advisable. Such appointments
and compensation may be made without regard
to the provisions of title 5, United States Code,
that govern appointments in the competitive
service, and the provisions of chapter 51 and
subchapter III of chapter 53 of such title that
relate to classifications and the General Sched-
ule pay rates.

(2) The Commission may procure such tem-
porary and intermittent services of consultanis
under section 3109(b) of title 5, United States
Code, as the Commission determines to be nec-
essary to carry out the duties of the Commis-
sion.

(g) TIME AND PLACE OF HEARINGS AND NATURE
OF TESTIMONY AUTHORIZED.—In carrying out its
duties, the Commission, or any duly organized
committee thereof, is authorized to hold such
hearings, sit and act at such times and places,
and take such testimony, with respect to matters
Jor which it has a responsibility under this sec-
tion, as the Commission or commitiee may deem
advisable.

(h) DATA AND INFORMATION FROM OTHER
AGENCIES AND DEPARTMENTS.—

(1) The Commission may secure directly from
any department or agency of the United Stales
such data and information as may be necessary
to carry out its responsibilities.

(2) Upon request of the Commission, any such
department or agency shall furnish any such
data or information.

(i) SUPPORT SERVICES BY GENERAL SERVICES
ADMINISTRATION.—The General Services Admin-
istration shall provide to the Commission, on a
reimbursable basis, such adminisirative support
services as the Conunission may request.

(i) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated
through fiscal year 1994, such sums as may be
necessary to carry out this section for each of
fiscal years 1992, 1993, and 1994.

(k) DONATIONS ACCEPTED AND DEPOSITED IN
TREASURY IN SEPARATE FUND; EXPENDITURES;
GIFT OR BEQUEST TO OR FOR USE OF UNITED
STATES.—

(1) The Commission is authorized to accept do-
nations of money, property, or personal services.
Funds received from donations shall be depos-
ited in the Treasury in a separate fund created
for this purpose. Funds appropriated for the
Commission and donated funds may be ex-
pended for such purposes as official reception
and representation erpenses, public surveys,
public service announcements, preparation of
special papers, analyses, and documentaries,
and for such other purposes as determined by
the Commission to be in furtherance of its mis-
sign to review national issues affecting private
pension plans.
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(2) For purposes of Federal income, estate,
and gift taration, money and other property ac-
cepted under paragraph (1) of this subsection
shall be considered as a gift or bequest to or for
the use of the United States.

(3) Expenditures of appropriated and donated
funds shall be subject to such rules and regula-
tions as may be adopted by the Commission and
shall not be subject to Federal procurement re-
quirements.

(1) PuBLic SURVEYS.—The Commission is au-
thorized to conduct such public surveys as it
deems necessary in support of ils review of na-
tional issues affecting private pension plans
and, in conducting such surveys, the Commis-
sion shall not be deemed to be an “‘agency" for
the purpose of section 3502 of title 44, United
States Code.

SEC. 4247. DATE FOR ADOPTION OF PLAN AMEND-
MENTS.

If any amendment made by this Act requires
an amendment to any plan, such plan amend-
ment shall not be required to be made before the
first plan year beginning on or after January I,
1994, if—

(1) during the period after such amendment
takes effect and before such first plan year, the
plan is operated in accordance with Lhe require-
ments of such amendment, and

(2) such plan amendment applies retroactively
to such period.

Subtitle C—Treatment of Large Parinerships
PART I—-GENERAL PROVISIONS
SEC. 4301. SIMPLIFIED FLOW-THROUGH FOR
LARGE PARTNERSHIPS.

(@) GENERAL RULE—Subchapter K (relating
to partners and partnerships) is amended by
adding at the end thereof the following new
part:

“PART IV—SPECIAL RULES FOR LARGE

PARTNERSHIPS
Application of subchapter to large
parinerships.
Simplified flow-through.
Computations at partnership level.
Other modifications.
Large partnership defined.
Special rules for partnerships hold-
ing oil and gas properties.
Regulations.
APPLICATION OF SUBCHAPTER TO
LARGE PARTNERSHIPS.

“The preceding provisions of this subchapter
to the extent inconsistent with the provisions of
this part shall not apply to a large partnership
and its partners.

“SEC. 772. SIMPLIFIED FLOW-THROUGH.

““(a) GENERAL RULE.—In determining the in-
come tax of a partner of a large parinership,
such partner shall take into account separately
such partner's distributive share of the partner-
ship's—

*(1) tarable income or loss from passive loss
limitation activities,

‘“(2) taxable income or loss [rom olher activi-
ties,

*'(3) net capital gain (or net capital loss)—

*(A) to the extent allocable to passive loss lim-
itation activities, and

“(B) to the extent allocable to other activities,

“(f) tax-erempt interest,

““(5) applicable net AMT adjustment sepa-
rately computed for—

“*(A) passive loss limitation activities, and

“{B) other activities,

*(6) general credils,

“(7) low-income housing credit determined
under section 42,

““(8) rehabilitation credit determined under
section 47,

“*(9) foreign income tazes, and

“Sec. 771.

772
773.
774.
775.
776.

“Sec.
“Sec.
“Sec.
“*Sec.
“Sec.

“*Sec. 777.
“SEC. 771.
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'(10) the credit allowable under section 29.

““(b) SEPARATE COMPUTATIONS.—In determin-
ing the amounts required under subsection (a)
to be separately taken into account by any part-
ner, this section and section 773 shall be applied
separately with respect to such partner by tak-
ing into account such pariner’s distributive
share of the items of income, gain, loss, deduc-
tion, or credit of the partnership.

“(c) TREATMENT AT PARTNER LEVEL.—

‘(1) IN GENERAL.—Ezxcept as provided in this
subsection, rules similar to the rules of section
702(b) shall apply to any partner's distributive
share of the amounts referred to in subsection
().
'"(2) INCOME OR LOSS FROM PASSIVE LOSS LIMI-
TATION ACTIVITIES.—For purposes of this chap-
ler, any pariner's distributive share of any in-
come or lpss described in subsection (a)(1) shall
be treated as an item of income or loss (as the
case may be) from the conduct of a trade or
business which is a single passive activity (as
defined in section 469). A similar rule shall
apply to a partner's distributive share of
amounts referred to in paragraphs (3)(A) and
(5)(A) of subsection (a).

*“(3) INCOME OR LOSS FROM OTHER ACTIVI-

TIES.—
“(A) IN GENERAL.—For purposes of this chap-
ter, any partner's distributive share of any in-
come or loss described in subsection (a)(2) shall
be treated as an item of income or erpense (as
the case may be) with respect to property held
Jor investment.

‘‘(B) DEDUCTIONS FOR LOSS NOT SUBIECT TO
SECTION 67.—The deduction under section 212 for
any loss described in subparagraph (A) shall not
be treated as a miscellaneous itemized deduction
Jor purposes of section 67.

"“(4d) TREATMENT OF NET CAPITAL GAIN OR
LOSS.—For purposes of this chapter, any part-
ner’s distributive share of any gain or loss de-
seribed in subsection (a)(3) shall be treated as a
long-term capital gain or loss, as the case may

be.

“(5) MINIMUM TAX TREATMENT.—In determin-
ing the alternative minimum tazable income of
any partner, such partner's distributive share of
any applicable net AMT adjustment shall be
taken into account in liew of making the sepa-
rate adjustments provided in sections 56, 57, and
58 with respect to the items of the partnership.
Ezcept as provided in regulations, the applica-
ble net AMT adjustment shall be trealed, for
purposes of section 53, as an adjustment or item
of taxr preference not specified in section
S3d)(1N(B)(ii)-

‘“(6) GENERAL CREDITS.—A pariner's distribu-
tive share of the amount referred to in para-
graph (6) of subsection (a) shall be taken into
account as a current year business credit.

““(d) OPERATING RULES.—For purposes of this
section—

‘(1) PASSIVE LOSS LIMITATION ACTIVITY.—The
term ‘passive loss limitation activity' means—

‘“{A) any activity which involves the conduct
of a trade or business, and

“(B) any rental activity.

For purposes of the preceding sentence, the term
‘trade or business' includes any activity treated
as a trade or business under paragraph (5) or (6)
of section 469(c).

"“(2) TAX-EXEMPT INTEREST.—The term ‘tax-
exempt interest’ means interest excludable from
gross income under section 103.

“(3) APPLICABLE NET AMT ADJUSTMENT.—

“(A) IN GENERAL.—The applicable net AMT
adjustment is—

“(i) with respect to taxpayers other than cor-
porations, the net adjustment determined by
using the adjustments applicable (o individuals,
and

“(ii) with respect to corporations, the net ad-
justment determined by using the adjustments
applicable to corporations.
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“"(B) NET ADJUSTMENT.—The term ‘net adjust-
ment’ means the net adjustment in the items at-
tributable to passive loss activities or other ac-
tivities (as the case may be) which would result
if such items were determined with the adjust-
ments of sections 56, 57, and 58.

‘'(4) TREATMENT OF CAPITAL GAINS AND

‘‘(A) EXCLUSION FOR CERTAIN PURPOSES—In
determining the amounts referred to in para-
graphs (1) and (2) of subsection (a), any net
capital gain or net capital loss (as the case may
be) shall be excluded.

‘“{B) ALLOCATION RULES.—The net capital
gain shall be treated—

“*(i) as allocable to passive loss limitation ac-
tivities to the exrtent the net capital gain does
not exceed the net capital gain determined by
only taking into account gains and losses from
sales and exchanges of property used in connec-
tion with such activilies, and

‘(i) as allocable to other activities to the ex-
tent such gain erceeds the amount allocated
under clause (i).

A similar rule shall apply for purposes of allo-
cating any net capital loss.

“*fC) NET CAPITAL LOSS.—The term 'net capital
loss’ means the excess of the losses from sales or
erchanges of capital assets over the gains from
sales or exchange of capital assets.

‘'(5) GENERAL CREDITS.—The term ‘'general
credits' means any credit other than the low-in-
come housing credit, the rehabilitation credit,
the foreign tax credit, and the credit allowable
under section 29.

‘‘(6) FOREIGN INCOME TAXES.—The term ‘for-
eign income tazes' means taxes described in sec-
tion 901 which are paid or accrued to foreign
countries and to possessions of the United
States.

""(e) SPECIAL RULE FOR UNRELATED BUSINESS
TAX.—In the case of a partner which is an orga-
nization subject to tar under section 511, such
partner's distributive share of any items shall be
taken into account separately to the extent nec-
essary to comply with the provisions of section
S12(e)(1).

‘*(f) SPECIAL RULES FOR APPLYING PASSIVE
LOSS LIMITATIONS.—If any person holds an in-
terest in a large partnership other than as a lim-
ited partner—

‘(1) paragraph (2) of subsection (c) shall not
apply to such partner, and

‘(2) such partner's distributive share of the
partnership items allocable to passive loss Hmi-
tation activities shall be taken into account sep-
arately to the extent necessary to comply with
the provisions of section 469.

The preceding sentence shall not apply to any

items allocable to an interest held as a limited

partner.

“SEC. 773. COMPUTATIONS AT PARTNERSHIP
LEVEL.

“(a) GENERAL RULE.—

‘(1) TAXABLE INCOME.—The taxable income of
a large partnership shall be computed in the
same manner as in the case of an individual ex-
cept that—

*(A) the items described in section 772(a) shall
be separately stated, and

‘(B) the modifications of subsection (b) shall
apply.

‘“(2) ELECTIONS.—AIl elections affecting the
computation of the taxable income of a large
partnership or the computation of any credit of
a large partnership shall be made by the part-
nership; except that the election under section
901 shall be made by each partner separately.

*(3) LIMITATIONS, ETC.—

““(A) IN GENERAL.—Ezxcept as provided in sub-
paragraph (B), all limitations and other provi-
sions affecting the computation of the tarable
income of a large partnership or the computa-
tion of any credit of a large partnership shall be
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applied at the partnership level (and not at the
pariner level).

‘{B) CERTAIN LIMITATIONS APPLIED AT PART-
NER LEVEL.—The following provisions shall be
applied at the partner level (and not at the
partnership level):

‘(i) Section 68 (relating to overall limitation
on itemized deductions).

‘'(ii) Sections 49 and 465 (relating to at risk
limitations).

“'(iii) Section 469 (relating to limitation on
passive activity losses and credits).

“(iv) Any other provision specified in regula-
tions.

*(4) COORDINATION WITH OTHER PROVISIONS.—
Paragraphs (2) and (3) shall apply notwith-
standing any other provision of this chapter
other than this part.

“(b). MODIFICATIONS TO DETERMINATION OF
TAXABLE INCOME.—In determining the tarable
income of a large partnership—

/(1) CERTAIN DEDUCTIONS NOT ALLOWED.—The
Jollowing deductions shall not be allowed:

‘'(A) The deduction for personal eremptions
provided in section 151.

“(B) The net operating loss deduction pro-
vided in section 172.

“(C) The additional itemized deductions for
individuals provided in part VII of subchapter B
(ather than section 212 thereof).

“{2) CHARITABLE DEDUCTIONS.—In determin-
ing the amount allowable under section 170, the
limitation of section 170(b)(2) shall apply.

“(3) COORDINATION WITH SECTION 67.—In lieu
of applying section 67, 70 percent of the amount
of the miscellaneous itemized deductions shall be
disallowed.

“(c) SPECIAL RULES FOR INCOME FROM DIs-
CHARGE OF INDEBTEDNESS.—If a large partner-
ship has income from the discharge of any in-
debtedness—

‘(1) such income shall be excluded in deter-
mining the amounts referred to in section 772(a),
and

“(2) in determining the income tar of any
partner of such partnership—

“(A) such income shall be treated as an item
required to be separately taken into account
under section 772(a), and

“(B) the provisions of section 108 shall be ap-
plied without regard to this part.

“SEC. 774. OTHER MODIFICATIONS.

“fa) TREATMENT OF CERTAIN OPTIONAL AD-
JUSTMENTS, ETC.—In the case of a large partner-
ship—

‘(1) computations under section 773 shall be
made without regard to any adiustment under
section 743(b) or 108(h), but

“(2) a partner’s distributive share of any
amount referred to in section 772(a) shall be ap-
propriately adjusted to take into account any
adjustment under section 743(b) or 108(h) with
respect to such partner.

*(b) DEFERRED SALE TREATMENT OF CONTRIB-
UTED PROPERTY.—

“(1) TREATMENT OF PARTNERSHIP.—In the
case of any contribution of property to which
this subsection applies—

“(A) the basis of such property to the partner-
ship shall be its fair market value as of the time
of such contribution, and

“{B) section T04(c) shall not apply to such
property.

“(2) TREATMENT OF CONTRIBUTING PARTNER.—

““(A) IN GENERAL.—In the case of any partner
who makes a contribution of property to which
this subsection applies—

(i) such partner shall recognize the
precontribution gain or loss from such property
as provided in this paragraph, and

“(ii) appropriate adjustments lo the basis of
such partner's interest in the partnership shall
be made for the amounts recognized under this
paragraph.
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“{B) CHARACTER.—The character of any gain
or loss recognized under this paragraph shall be
determined by reference to the character which
would have resulted if the property had been
sold to the partnership at the time of the con-
tributions; except that any gain or loss recog-
nized under subparagraph (C)(i) shall be treated
as ordinary income or loss, as the case may be.

‘“(C) TRANSACTIONS AT PARTNERSHIP LEVEL.—

‘(i) DEPRECIATION, ETC.—If any partnership
deduction for depreciation, depletion, or amorti-
zation is increased by reason of an increase in
the basis of any property under paragraph (1),
the contributing partner shall recognize so much
of the precontribution gain with respect to such
property as does not exceed the increase in such
deduction. If there is a precontribution loss, a
similar rule shall apply to any decrease in such
a deduction.

*“(ii) DISPOSITIONS.—

“(I) IN GENERAL—Ezxcept as otherwise pro-
vided in this clause, any precontribution gain or
loss with respect to any property (lo the extent
not previously taken into account under this
paragraph) shall be recognized by the contribut-
ing partner if the partnership makes any dis-
position of the property.

“‘(II) DISTRIBUTIONS TO CONTRIBUTING PART-
NER.—No gain or loss shall be recognized under
subclause (1) by reason of any distribution of
the contributed property to the contributing
partner (and subparagraph (D)(ii) shall not
apply to any such distribution). In any such
case, no adjustment shall be made under section
734 on account of such distribution and the ad-
justed basis of such property in the hands of the
contributing partner shall be its adjusted basis
immediately before the contribution properly ad-
justed for gain or loss previously recognized
under this paragraph.

“(iii)) YEAR FOR WHICH AMOUNT TAKEN INTO
ACCOUNT.—Any amount recognized under this
subparagraph shall be taken into account for
the pariner’s tarable year in which or with
which ends the partnership tazable year of the
deduction or disposition.

*'(D) TRANSACTIONS AT PARTNER LEVEL.—

‘(i) IN GENERAL.—If the contributing pariner
makes a disposition of any portion of his inter-
est in the partnership, a corresponding portion
of any precontribution gain or loss which was
not previously taken into account under this
paragraph shall be recognized for the partner’s
tarable year in which the dispesition occurs.
The preceding sentence shall not apply to a dis-
position at death.

r“(ﬁ) TREATMENT OF CERTAIN DISTRIBUTIONS.—
—

(1) the amount of cash and the fair market
value of property distributed to a partner, ex-
ceeds

‘(1) the adjusted basis of such partner's in-
terest in the partnership immediately before the
distribution (determined without regard to any
adjustment under subparagraph (A)(ii) resulting
from such distribution),
the contributing partner shall recognize so much
of any precontribution gain as does not exceed
such excess.

‘'(iii) SPECIAL RULE.—Ezxcept as provided in
clause (ii)(I1l), any basis adjustment under sub-
paragraph (A)(ii) resulting from any gain or loss
recognized under this subparagraph shall be
treated as occurring immediately before the dis-
position or distribution involved.

*(E) SECTION 267 AND 707(h) PRINCIPLES TO
APPLY —No loss shall be recognized under sub-
paragraph (C)(ii) or (D) by reason of any dis-
position (directly or indirectly) to a person relat-
ed (within the meaning of section 267(b) or
707(b)(1)) to the contributing partner.

“(F) TREATMENT OF CERTAIN NONTAXABLE EX-
CHANGES.—

‘(i) SECTION 1031 AND 1033 TRANSACTIONS.—If
the disposition referred to in subclause (I) of
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subparagraph (C)(ii) is an exchange described in
section 1031 or a compulsory or involuntary con-
version within the meaning of section 1033—

(1) the amount of gain or loss recognized by
the contributing partner under such subclause
(1) shall not exceed the gain or loss recognized
by the partnership on the disposition, and

“'(11) the replacement property shall be treated

as the contributed property for purposes of this
paragraph.
For purposes of the preceding sentence, the term
‘replacement property’ means the property the
basis of which is determined under section
1031(d) or 1033(b), whichever is applicable.

(i) CONTRIBUTIONS TO CONTROLLED PART-
NERSHIP.—If the disposition referred to in sub-
clause (I) of subparagraph (C)(ii) is a contribu-
tion of the properly to another partnership
which is a controlled partnership—

“(1) the rules of subclause (1) of clause (i)
shall apply, and

“(II) the partnership shall be treated as con-

tinuing to hold the contributed property so long
as the other partnership continues to be a con-
trolled partnership and continues to hold such
property.
For purposes of the preceding sentence, the term
‘controlled partnership’ means any partnership
in which the partnership making the disposition
owns more than 50 percent of the capital inter-
est or profits interest.

*(3) PRECONTRIBUTION GAIN OR LOSS.—For
purposes of this subsection—

‘‘(A) PRECONTRIBUTION GAIN.—The term
‘precontribution gain' means the excess (if any)
of—

(i) the fair market value of the contributed
property as of the time of the contribution, over

(i) the adjusted basis of such properly imme-
diately before such contribution.

‘(B) PRECONTRIBUTION LOSS—The term
‘precontribution loss’ means the excess (if any)
of the amount referred to in clause (ii) of sub-
paragraph (A) over the amount referred to in
clause (i) of subparagraph (A).

*'(4) CONTRIBUTIONS TO WHICH SUBSECTION AP-
PLIES.—This subsection shall apply to any con-
tribution of property (other than cash) which is
made by any partner to a parinership if—

““(A) as of the time of such contribution, such
parinership is a large partnership, or

“(B) such contribution is to a parinership rea-
sonably expected to become a large partnership.
This subsection shall not apply to any contribu-
tion made before the date of the enactment of
this part.

‘'(¢) CREDIT RECAPTURE DETERMINED AT
PARTNERSHIP LEVEL.—

“(1) IN GENERAL.—In the case of a large part-
nership—

"“(4) any credit recapture shall be taken into
account by the partnership, and

“(B) the amount of such recapture shall be
determined as if the credit with respect to which
the recapture is made had been fully utilized to
reduce tax.

*'(2) METHOD OF TAKING RECAPTURE INTO AC-
COUNT.—A large parinership shall take into ac-
count a credit recapture by reducing the amount
of the appropriate current year credit to the ex-
tent thereof, and if such recapture exceeds the
amount of such current year credit, the partner-
ship shall be liable to pay such excess.

*(3) DISPOSITIONS NOT TO TRIGGER RECAP-
TURE.—No credit recapture shall be required by
reason of any transfer of an interest in a large
partnership.

**(4) CREDIT RECAPTURE.—For purposes of this
subsection, the term ‘credit recaplure’ means
any increase in tar under section 42(j) or 50(a).

*(d) PARTNERSHIP NOT TERMINATED BY REA-
SON OF CHANGE IN OWNERSHIP.—Subparagraph
(B) of section 708(b)(1) shall not apply to a large
partnership.
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‘‘(e) PARTNERSHIP ENTITLED TO CERTAIN
CREDITS.—The following shall be allowed to a
large partnership and shall not be taken into
account by the pariners of such partnership:

“(1) The credit provided by section 34.

“(2) Any credit or refund under section
852(b)(3)(D).

“(f) TREATMENT OF REMIC RESIDUALS.—For
purposes of applying section 860E(e)(6) to any
large partnership—

‘(1) all interests in such partnership shall be
treated as held by disqualified organizations,

*(2) in lieu of applying subparagraph (C) of
section 860E(e)(6), the amount subject to tax
under section 860E(e)(6) shall be excluded from
the gross income of such partnership, and

‘(3) subparagraph (D) of section 860E(e)(6)
shall not apply.

‘'(g) SPECIAL RULES FOR APPLYING CERTAIN
INSTALLMENT SALE RULES.—In the case of a
large partnership—

*(1) the provisions of sections 453(1)(3) and
453A shall be applied at the parinership level,
and

“(2) in determining the amount of inlerest
payable under such sections, such parinership
shall be treated as subject to tar under this
chapter at the highest rate of tax in effect under
section 1 or 11.

“SEC. 775. LARGE PARTNERSHIP.

“fa) GENERAL RULE—For purposes of this
part—

‘(1) IN GENERAL.—Ezcept as otherwise pro-
vided in this section or section 776, the term
‘large parinership’ means, with respect to any
partnership tarable year, any partnership if the
number of persons who were partners in such
partnership in such tazable year or any preced-
ing partnership tazable year beginning after De-
cember 31, 1992, equaled or exceeded 250. To the
ertent provided in regulations, a paritnership
shall cease to be treated as a large partnership
Jor any partnership tarable year if in such tar-
able year fewer than 100 persons were pariners
in such partnership.

‘(2) ELECTION FOR PARTNERSHIPS WITH AT
LEAST 100 PARTNERS.—If a partnership makes an
election under this paragraph, paragraph (1)
shall be applied by substituting ‘100" for '250'.
Such an election shall apply to the tarable year
for which made and all subseguent taxable
years unless revoked with the consent of the
Secretary.

“'(b) SPECIAL RULES FOR CERTAIN SERVICE
PARTNERSHIPS.—

(1) CERTAIN PARTNERS NOT COUNTED.—For
purposes of this section, the term ‘pariner’ does
not include any individual performing substan-
tial services in connection with the activities of
the partnership and holding an interest in such
partnership, or an individual who formerly per-
Jormed substantial services in connection with
such activities and who held an interest in such
partnership at the time the individual performed
such services.

“(2) ExcLusioN.—For purposes of this part,
the term ‘large partnership’ does not include
any parinership if substantially all the partners
of such partnership—

‘“CA) are individuals performing substantial
services in connection with the activities of such
partnership or are personal service corporations
(as defined in section 269A(b)) the owner-em-
ployees (as defined in section 269A(b)) of which
perform such substantial services,

‘“(B) are retired partners who had performed
such substantial services, or

*(C) are spouses of partners who are perform-
ing (or had previously performed) such substan-
tial services.

*(3) SPECIAL RULE FOR LOWER TIER PARTNER-
SHIPS.—For purposes of this subsection, the ac-
tivities of a partnership shall include the activi-
ties of any other partnership in which the part-
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nership owns directly an interest in the capital
and profits of at least 80 percent.

““(c) EXCLUSION OF COMMODITY POOLS.—For
purposes of this part, the term ‘large partner-
ship’ does not include any parinership the prin-
cipal activity of which is the buying and selling
of commodities (not described in section 1221(1)),
or options, futures, or forwards with respect to
such commodities.

“'(d) SECRETARY MAY RELY ON TREATMENT ON
RETURN.—If, on the partnership return of any
parinership, such partnership is treated as a
large partnership, such treatment shall be bind-
ing on such partnership and all partners of such
partnership but not on the Secretary.

“SEC. 776. SPECIAL RULES FOR PARTNERSHIPS
HOLDING OIL AND GAS PROPERTIES.

““{a) EXCEPTION FOR PARTNERSHIPS HOLDING
SIGNIFICANT OIL AND GAS PROPERTIES.—

(1) IN GENERAL—For purposes of this part,
the term ‘large partnership' shall not include
any partnership if the average percentage of as-
sets (by value) held by such partnership during
the taxable year which are oil or gas properties
is at least 25 percent. For purposes of the pre-
ceding sentence, any interest held by a pariner-
ship in another partnership shall be dis-
regarded, except that the partnership shall be
treated as holding its proportionate share of the
assets of such other partnership.

‘"(2) ELECTION TO WAIVE EXCEPTION.—ANy
partnership may elect to have paragraph (1) not
apply. Such an election shall apply to the part-
nership taxable year for which made and all
subsequent parinership taxable years unless re-
voked with the consent of the Secretary.

**(b) SPECIAL RULES WHERE PART APPLIES.—

(1) COMPUTATION OF PERCENTAGE DEPLE-
TION.—In the case of a large partnership, except
as provided in paragraph (2)—

‘'(4) the allowance for depletion under section
611 with respect to any partnership oil or gas
property shall be computed at the partnership
level without regard to any provision of section
613A requiring such allowance to be computed
separately by each partner,

*“(B) such allowance shall be determined with-
out regard to the provisions of section 613A(c)
limiting the amount of production for which
percentage depletion is allowable and without
respect to paragraph (1) of section 613A(d), and

“(C) paragraph (3) of section 705(a) shall not
a i
pp(‘,% TREATMENT OF CERTAIN PARTNERS.—

“(A) IN GENERAL.—In the case of a disquali-
fied person, the treatment under this chapter of
such person’s distributive share of any item of
income, gain, loss, deduction, or credit atirib-
utable to any partnership oil or gas property
shall be determined without regard to this part.
Such person's distributive share of any such
items shall be excluded for purposes of making
determinations under sections 772 and 773.

‘"(B) DISQUALIFIED PERSON.—For purposes of
subparagraph (A), the term ‘disqualified person’
means, with respect to any partnership tarable
year—

‘(i) any person referred to in paragraph (2) or
(4) of section 613A(d) for such person's tarable
year in which such partnership tarable year
ends, and

“‘(ii) any other person if such person's average
daily production of domestic crude oil and natu-
ral gas for such person's tazable year in which
such partnership taxable year ends exceeds 500
barrels.

"(C) AVERAGE DAILY PRODUCTION.—For pur-
poses of subparagraph (B), a person’s average
daily production of domestic erude oil and natu-
ral gas for any taxable year shall be computed
as provided in section 613A(c)(2)—

“i) by taking into account all production of
domestic crude oil and natural gas (including
such person's proportionate share of any pro-
duction of a partnership),
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“‘(ii) by lreating 6,000 cubic feet of natural gas
as a barrel of crude oil, and

“'(iii) by treating as | person all persons treat-
ed as | tarpayer under section 613A(c)(8) or
among whom allocations are required under
such section.

“SEC. 777. REGULATIONS.

“The Secretary shall prescribe such regula-
tions as may be appropriate to carry out the
purposes of this part."

(b) CLERICAL AMENDMENT.—The table of parts
for subchapter K of chapter 1 is amended by
?ddi'ng at the end thereof the following new
tem:

“Part IV. Special rules for large partnerships.”
SEC. 4302. SIMPLIFIED AUDIT PROCEDURES FOR
LARGE PARTNERSHIPS.

(a) GENERAL RULE.—Chapter 63 is amended by
adding at the end thereof the following new
subchapter:

“SUBCHAPTER D—TREATMENT OF LARGE
PARTNERSHIPS

“Part I. Treatment of partnership items and ad-
Justments.

“Part II. Partnership level adjustments.
“Part [11. Definitions and special rules.
“PART I—TREATMENT OF PARTNERSHIP
ITEMS AND ADJUSTMENTS
““Sec. 6240. Application of subchapler.

“Sec. 6241. Partner's return must be consistent
with partnership retum.

““Sec. 6242. Procedures for taking partnership
adjustments into account.

“SEC. 6240. APPLICATION OF SUBCHAPTER.

‘(@) GENERAL RULE.—This subchapter shall
only apply to large partnerships and pariners in
such partnerships.

*‘(b) COORDINATION WITH OTHER PARTNERSHIP
AUDIT PROCEDURES.—

(1) IN GENERAL.—Subchapter C of this chap-
ter shall not apply to any large parinership
other than in ils capacity as a partner in an-
other partnership which is not a large pariner-
ship.

““(2) TREATMENT WHERE PARTNER IN OTHER
PARTNERSHIP.—If a large partnership is a part-
ner in another partnership which is not a large
partnership—

‘“(A) subchapter C of this chapter shall apply
to items of such large partnership which are
partnership items with respect to such other
partnership, but

*(B) any adjustment under such subchapter C
shall be taken into account in the manner pro-
vided by section 6242.

“SEC. 6241. PARTNER’S RETURN MUST BE CON-
SISTENT WITH PARTNERSHIP RE-
TURN.

‘"fa) GENERAL RULE.—A pariner of any large
partnership shall, on the partner’s return, treat
each partnership item attributable to such part-
nership in a manner which is consistent with
the treatment of such partnership item on the
partnership return.

“(b) UNDERPAYMENT DUE TO INCONSISTENT
TREATMENT ASSESSED AS MATH ERROR.~—Any
underpayment of taz by a partner by reason of
failing to comply with the requirements of sub-
section (a) shall be assessed and collected in the
same manner as if such underpayment were on
account of a mathematical or clerical error ap-
pearing on the partner’s return. Paragraph (2)
of section 6213(b) shall not apply to any assess-
ment of an underpayment referred to in the pre-
ceding sentence.

“(c) ADJUSTMENTS Nor To AFFECT PRIOR
YEAR OF PARTNERS.—

*(1) IN GENERAL.—Ezcept as provided in para-
graph (2), subsections (a) and (b) shall apply
without regard to any adjustment to the part-
nership item under part [1.
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“'(2) CERTAIN CHANGES IN DISTRIBUTIVE SHARE
TAKEN INTO ACCOUNT BY PARTNER.—

“(A) IN GENERAL.—To Lhe extent that any ad-
fustment under part Il involves a change under
section 704 in a partner's distributive share of
the amount of any partnership item shown on
the partnership return, such adjustment shall be
taken into account in applying this title to such
partner for the partner's tarable year for which
such item was required to be taken into account.

““(B) COORDINATION WITH DEFICIENCY PROCE-
DURES.—

‘(i) IN GENERAL—Subchapter B shall not
apply to the assessment or collection of any
underpayment of tar atiributable to an adjust-
ment referred to in subparagraph (A).

(i) ADJUSTMENT NOT PRECLUDED.—Notwith-
standing any other law or rule of law, nothing
in subchapter B (or in any proceeding under
subchapter B) shall preclude the assessment or
collection of any underpayment of tax (or the
allowance of any credit or refund of any over-
payment of taxr) attributable to an adjustment
referred to in subparagraph (A) and such as-
sessment or collection or allowance (or any no-
tice thereof) shall not preclude any notice, pro-
ceeding, or determination under subchapter B.

“(C) PERIOD OF LIMITATIONS.—The period
Jor—
‘(1) assessing any underpayment of tax, or

“*(ii) filing a claim for credit or refund of any
overpayment of tazx,
attributable to an adjustment referred to in sub-
paragraph (A) shall not expire before the close
of the period prescribed by section 6248 for mak-
ing adjustments with respect to the partnership
taxable year involved.

(D) TIERED STRUCTURES.—If the partner re-
ferred to in subparagraph (A) is another part-
nership or an S corporation, the rules of this
paragraph shall also apply to persons holding
interests in such parinership or S corporation
(as the case may be); except that, if such part-
ner is a large partnership, the adfustment re-
ferred to in subparagraph (A) shall be taken
into account in the manner provided by section
6242.

““(d) ADDITION TO TAX FOR FAILURE TO COM-
PLY WITH SECTION.—

“For addition to tax in case of partner’s dis-
regard of requirements of this section, see
part II of subchapter A of chapter 68.

“SEC. 6242. PROCEDURES FOR TAKING PARTNER-
SHIP ADJUSTMENTS INTO ACCOUNT.

*(a) ADJUSTMENTS FLOW THROUGH TO PART-
NERS FOR YEAR IN WHICH ADJUSTMENT TAKES
EFFECT.—

“(1) IN GENERAL.—If any partnership adjust-
ment with respect to any parinership item takes
effect (within the meaning of subsection (d)(2))
during any parinership tarable year and if an
election under paragraph (2) does not apply to
such adjustment, such adjustment shall be
taken into account in determining the amount
of such item for the partnership taxable year in
which such adjustment takes effect. In applying
this title to any person who is (directly or indi-
rectly) a partner in such partnership during
such partnership tarable year, such adjustment
shall be treated as an item actually arising dur-
ing such taxable year.

““(2) PARTNERSHIP LIABLE IN CERTAIN CASES.—
If—

‘“{4) a partnership elects under this para-
graph to not take an adjustment into account
under paragraph (1),

“(B) a partnership does not make such an
election but in filing its return for any partner-
ship taxable year fails to take fully into account
any partnership adjustment as reguired under
paragraph (1), or

“(C) any partnership adjustment involves a
reduction in a credit which exceeds the amount
of such credit determined for the partnership
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}a.mble year in which the adjustment takes ef-
ect,

the partnership shall pay to the Secretary an
amount determined by applying the rules of sub-
section (b)(4) to the adjustments not so taken
into account and any ercess referred to in sub-
paragraph (C).

''(3) OFFSETTING ADJUSTMENTS TAKEN INTO AC-
COUNT.—If a partnership adjusiment reguires
another adjustment in a tarable year after the
adjusted year and before the partnership taz-
able year in which such partnership adjustment
takes effect, such other adjustment shall be
taken into account under this subsection for the
partnership tazable year in which such partner-
ship adjustment takes effect.

‘‘(4d) COORDINATION WITH PART Il.—Amounts
taken into account under this subsection for
any partnership tarable year shall continue to
be treated as adjustments for the adjusted year
for purposes of determining whether such
amounts may be readjusted under part I1.

*(b) PARTNERSHIP LIABLE FOR INTEREST AND
PENALTIES.—

(1) IN GENERAL.—If a partnership adjustment
takes effect during any partnership tarable year
and such adjustment results in an imputed
underpayment for the adjusted year, the part-
nership—

‘““(A) shall pay to the Secretary interest com-
puted under paragraph (2), and

“(B) shall be liable for any penalty, addition
to tax, or additional amount as provided in
paragraph (3).

‘“(2) DETERMINATION OF AMOUNT OF INTER-
EST—The interest computed under this para-
graph with respect to any partnership adjust-
ment is the interest which would be determined
under chapter 67—

“(A) on the imputed underpayment deter-
mined under paragraph (4) with respect to such
adjustment, or

“(B) for the period beginning on the day after
the return due date for the adjusted year and
ending on the return due date for the partner-
ship taxzable year in which such adjustment
takes effect (or, if earlier, in the case of any ad-
justment to which subsection (a)(2) applies, the
date on which the payment under subsection
(a)(2) is made).

Proper adjustments in the amount determined
under the preceding sentence shall be made for
adjustments required for parinership tarable
years after the adjusted year and before the
year in which the partnership adjustment takes
effect by reason of such parinership adjustment.

“(3) PENALTIES.—A partnership shall be liable
for any penalty, addition to tax, or additional
amount for which it would have been liable if
such partnership had been an individual subject
to tax under chapter 1 for the adjusted year and
the imputed underpayment determined under
paragraph (4) were an actual underpayment (or
understatement) for such year.

“‘(4) IMPUTED UNDERPAYMENT.—For purposes
of this subsection, the imputed underpayment
determined under this paragraph with respect to
any partnership adjustment is the underpay-
ment (if any) which would result—

“(A) by netling all adjustments to items of in-
come, gain, loss, or deduction and—

(i) if such netting results in a net increase in
income, by treating such net increase as an
underpayment equal to the amount of such net
increase multiplied by the highest rate of taz in
effect under section I or 11 for the adjusted
wear, or

“(ii) if such netting results in a net decrease
in income, by treating such net decrease as an
overpayment equal to such met decrease multi-
plied by such highest rate, and

“(B) by taking adjustments to credits into ac-
count as increases or decreases (whichever is
appropriate) in the amount of tax.
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For purposes of the preceding sentence, any net
decrease in a loss shall be treated as an increase
in income and a similar rule shall apply to a net
increase in a loss.

““(c) ADMINISTRATIVE PROVISIONS.—

(1) IN GENERAL.—Any payment required by
subsection (a)(2) or (b)(1)(A)—

“'(A) shall be assessed and collected in the
same manner as if it were a tar imposed by sub-
title €, and

“(B) shall be paid on or before the return due
date for the partnership tazable year in which
the parinership adjustment takes effect.

*(2) INTEREST.—For purposes of determining
interest, any payment reguired by subsection
(a)(2) or (b)(1)(A) shall be treated as an under-
payment of tax.

“(3) PENALTIES.—

“(A) IN GENERAL.—In the case of any failure
by any partnership to pay on the date pre-
scribed therefor any amount required by sub-
section (a)(2) or (b)(1)(A), there is hereby im-
posed on such partnership a penalty of 10 per-
cent of the underpayment. For purposes of the
preceding sentence, the term ‘underpayment’
means the excess of any payment reguired under
this section over the amount (if any) paid on or
before the date prescribed therefor.

“(B) ACCURACY-RELATED AND FRAUD PEN-
ALTIES MADE APPLICABLE.—For purposes of part
II of subchapter A of chapter 68, any payment
required by subsection (a)(2) shall be treated as
an underpayment of tax.

**(d) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section—

(1) PARTNERSHIP ADJUSTMENT.—The term
‘parinership adjustment’ means any adjustment
in the amount of any partnership item of a large
partnership.

“(2) WHEN ADJUSTMENT TAKES EFFECT—A
partnership adjustment takes effect—

“(A) in the case of an adjustment pursuant to
the decision of a court in a proceeding brought
under part II, when such decision becomes final,

“(B) in the case of an adjustment pursuant to
any administrative adfustment request under
section 6251, when such adjustment is allowed
by the Secretary, or

'(C) in any other case, when such adjustment
is made.

'"(3) ADIJUSTED YEAR.—The term ‘adjusted
year' means the parinership tarable year to
which the item being adjusted relates.

"*(4) RETURN DUE DATE.—The term ‘return due
date’ means, with respect to any taxrable year,
the date prescribed for filing the partnership re-
turn for such tarable year (determined without
regard to extensions).

*'(5) ADJUSTMENTS INVOLVING CHANGES IN
CHARACTER.—Under regulations, appropriate
adjustments in the application of this section
shall be made for purposes of taking into ac-
count partnership adjustments which involve a
change in the character of any item of income,
gain, loss, or deduction.

*"(e) PAYMENTS NONDEDUCTIBLE.—No deduc-
tion shall be allowed under subtitle A for any
payment reguired to be made by a large partner-
ship under this section.

“PART II—PARTNERSHIP LEVEL
ADJUSTMENTS

“Subpart A. Adjustments by Secretary.

“Subpart B. Claims for adjustments by pariner-
ship.

“Subpart A—Adjustments by Secretary

‘‘Sec. 6245. Secretarial authority.

““Sec. 6246. Restriclions on partnership adjust-
ments.

“‘Sec. 6247. Judicial review of partnership ad-
justment.

“Sec. 6248. Period of limitations for making ad-
justments.
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“SEC. 6245. SECRETARIAL AUTHORITY.

‘““fa) GENERAL RULE.—The Secretary is au-
thorized and directed to make adjustments at
the partnership level in any partnership item to
the extent necessary to have such item be treat-
ed in the manner required.

“'(b) NOTICE OF PARTNERSHIP ADJUSTMENT.—

(1) IN GENERAL.—If the Secretary determines
that a partnership adjustment is required, the
Secretary is authorized to send notice of such
adjustment to the partnership by certified mail
or registered mail. Such notice shall be sufficient
if mailed to the partnership at its last known
address even if the partnership has terminated
its existence.

‘'(2) FURTHER NOTICES RESTRICTED.—If the
Secretary mails a notice of a partnership adjust-
ment to any partnership for any partnership
tarable year and the partnership files a petition
under section 6247 with respect to such notlice,
in the absence of a showing of fraud, malfea-
sance, or misrepresentation of a material fact,
the Secretary shall not mail another such notice
to such partnership with respect to such taxable
year.

*(3) AUTHORITY TO RESCIND NOTICE WITH
PARTNERSHIP CONSENT.—The Secretary may,
with the consent of the partnerskip, rescind any
notice of a partnership adjustment mailed Lo
such partnership. Any notice so rescinded shall
not be treated as a notice of a partnership ad-
justment, for purposes of this sectiom, seclion
6246, and section 6247, and the tarpayer shall
have no right to bring a proceeding under sec-
tion 6247 with respect to such notice. Nothing in
this subsection shall affect any suspension of
the running of any period of limitations during
any period during which the rescinded nolice
was outstanding.

“SEC. 6246. RESTRICTIONS ON PARTNERSHIP AD-
JUSTMENTS.

‘fa) GENERAL RULE.—Ezxcept as otherwise
provided in this chapter, no adjustment to any
partnership item may be made (and no levy or
proceeding in any court for the collection of any
amount resulting from such adjustment may be
made, hegun or prosecuted) before—

‘(1) the close of the 90th day after the day on
which a notice of a partnership adjusiment was
mailed to the partnership, and

“(2) if a petition is filed under section 6247
with respect to such notice, the decision of the
court has become final.

*(b) PREMATURE ACTION MAY BE ENJOINED.—
Notwithstanding section 7421(a), any action
which violates subsection (a) may be enjoined in
the proper court, including the Tax Court. The
Tazx Court shall have no jurisdiction to enjoin
any action under this subsection unless a timely
petition has been filed under section 6247 and
then only in respect of the adjustments that are
the subject of such petition.

“(c) EXCEPTIONS TO RESTRICTIONS ON ADJUST-
MENTS.—

(1) ADJUSTMENTS ARISING OUT OF MATH OR
CLERICAL ERRORS.—

*“(A) IN GENERAL.~—If the partnership is noti-
fied that, on account of a mathematical or cleri-
cal error appearing on the parinership return,
an adjustment to a parinership item is required,
rules similar to the rules of paragraphs (1) and
(2) of section 6213(b) shall apply to such adjust-
ment.

‘“(B) SPECIAL RULE—If a large partnership is
a partner in another large partnership, any ad-
justment on account of such partnership's fail-
ure to comply with the requirements of section
6241(a) with respect to its interest in such other
partnership shall be treated as an adjustment
referred to in subparagraph (A), except that
paragraph (2) of section 6213(b) shall not apply
to such adjustment.

"(2) PARTNERSHIP MAY WAIVE RESTRICTIONS.—
The partnership shall at any time (whether or
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not a notice of partnership adjustment has been
issued) have the right, by a signed notice in
writing filed with the Secretary, to waive the re-
strictions provided in subsection (a) on the mak-
ing of any parinership adjustinent.

“(d) LiMiT WHERE NO PROCEEDING BEGUN.—If
no proceeding under section 6247 is begun with
respect to any notice of a partnership adjust-
ment during the 90-day period described in sub-
section (a), the amount for which the pariner-
ship is liable under section 6242 (and any in-
crease in any pariner’s liability for tar under
chapler 1 by reason of any adjustment under
section 6242(a)) shall not exceed the amount de-
termined in accordance with such notice,

“SEC. 6247. JUDICIAL REVIEW OF PARTNERSHIP
ADJUSTMENT. ,

“(a) GENERAL RULE—Within 90 days after
the date on which a notice of a partnership ad-
justment is mailed to the partnership with re-
spect to any partnership tarable year, the part-
nership may file a petition for a readjustment of
the partnership items for such tarable year
with—

(1) the Taxr Court,

“'(2) the district court of the United States for
the district in which the partnership’s principal
place of business is located, or

*(3) the Claims Court,

“(b) JURISDICTIONAL REQUIREMENT FOR
BRINGING ACTION IN DISTRICT COURT OR CLAIMS
COURT.— i

(1) IN GENERAL—A readjusiment petition
under this section may be filed in a district
court of the United States or the Claims Court
only if the parinership filing the petition depos-
its with the Secretary, on or before the date the
petition is filed, the amount for which the part-
nership would be liable under section 6242(b) (as
of the date of the filing of the petition) if the
partnership items were adjusted as provided by
the notice of partnership adjustiment. The court
may by order provide that the jurisdictional re-
quirements of this paragraph are satisfied where
there has been a good faith attempt to satisfy
such requirement and any shortfall of the
amount required to be deposited is timely cor-
rected.

*(2) INTEREST PAYABLE.—Any amount depos-
ited under paragraph (1), while deposited, shall
not be treated as a payment of tax for purposes
of this title (other than chapter 67).

““fe) ScopPE OF JUDICIAL REVIEW.—A court
with which a petition is filed in accordance with
this section shall have jurisdiction to determine
all partnership items of the partnership for the
partnership tazable year to which the notice of
partnership adfustment relates and the proper
allocation of such items among the pariners
(and the applicability of any penalty, addition
to tax, or additional amount for which the part-
nership may be liable under section 6242(b)).

“(d) DETERMINATION oF COURT
REVIEWABLE.—Any determination by a court
under this section shall have the force and ef-
fect of a decision of the Tax Court or a final
judgment or decree of the district court or the
Claims Court, as the case may be, and shall be
reviewable as such. The date of any such deter-
mination shall be treated as being the date of
the court's order entering the decision.

‘“(e) EFFECT OF DECISION DISMISSING Ac-
TION.—If an action brought under this section is
dismissed other than by reason of a rescission
under section 6245(b)(3), the decision of the
court dismissing the action shall be considered
as its decision that the notice of partnership ad-
justment is correct, and an appropriate order
shall be entered in the records of the court,

“SEC. 6248. PERIOD OF LIMITATIONS FOR MAKING
ADJUSTMENTS.

(@) GENERAL RULE.—Ezcept as otherwise
provided in this section, no adjustment under
this subpart to any partnership item for any
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partnership tazable year may be made after the
date which is 3 years after the later of—

(1) the date on which the partnership return
for such tazable year was filed, or

“42) the last day for filing such return for
such year (determined without regard to exten-
sions).

“(b) EXTENSION BY AGREEMENT.—The period
described in subsection (a) (including an exten-
sion period under this subsection) may be ex-
tended by an agreement entered into by the Sec-
retary and the partnership before the expiration
of such period.

“(c) SPECIAL RULE IN CASE OF FRAUD, ETC.—

*"(1) FALSE RETURN.—In the case of a false or
fraudulent parinership return with intent to
evade tar, the adjusiment may be made at any
time.

“(2) SUBSTANTIAL OMISSION OF INCOME.—If
any partnership omits from gross income an
amount properly includible therein which is in
excess of 25 percent of the amount of gross in-
come stated in its return, subsection (a) shall be
applied by substituting ‘6 years’ for '3 years’'.

“(3) NO RETURN.—In the case of a failure by
a partnership to file a return for any tarable
year, the adjustment may be made at any time.

“(4) RETURN FILED BY SECRETARY.—For pur-
poses of this section, a return erecuted by the
Secretary under subsection (b) of section 6020 on
behalf of the partnership shall not be treated as
a return of the partnership.

““(d) SUSPENSION WHEN SECRETARY MAILS NO-
TICE OF ADJUSTMENT .—If notice of a partnership
adjustment with respect to any taxable year is
mailed to the partnership, the running of the
period specified in subsection (a) (as modified by
the other provisions of this section) shall be sus-
pended—

‘(1) for the period during which an action
may be brought under section 6247 (and, if a@ pe-
tition is filed under section 6247 with respect to
such notice, until the decision of the court be-
comes final), and

“*(2) for 1 year thereafter.

“Subpart B—Claims for Adjustments by
Partnership

“Sec. 6251. Administrative adjustment requests.

“Sec. 6252. Judicial review where administra-
tive adjustment reguest is not al-
lowed in full.

“SEC. 6251. ADMINISTRATIVE ADJUSTMENT RE-

QUESTS.

“la) GENERAL RULE.—A partnership may file
a reguest for an administrative adjustment of
partnership items for any parinership tarable
year at any time which is—

“(1) within 3 years after the later of—

**(A) the date on which the parinership return
for such year is filed, or

‘*(B) the last day for filing the parinership re-
turn for such year (determined without regard
to ertensions), and

*(2) before the mailing to the partnership of a
notice of a partnership adjustment with respect
to such taxable year.

‘*(b) SECRETARIAL ACTION.—If a partnership
files an administrative adjusiment request under
subsection (w), the Secretary may allow any
part of the requested adjustments.

‘“lc) SPECIAL RULE IN CASE OF EXTENSION
UNDER SECTION 6248.—If the period described in
section 6248(a) is extended pursuant to an
agreement under section 6248(b), the period pre-
scribed by subsection (a)(1) shall not expire be-
fore the date 6 months after the erpiration of
the extension under section 6248(b).

“SEC. 6252. JUDICIAL REVIEW WHERE ADMINIS-
TRATIVE ADJUSTMENT REQUEST IS
NOT ALLOWED IN FULL.

(@) IN GENERAL.—If any part of an adminis-
trative adjustment request filed under section
6251 is not allowed by the Secretary, the part-
nership may file a petition for an adjustment
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with respect to the parinership items to which
such part of the request relates with—

‘(1) the Tax Court,

‘(2) the district court of the United States for
the district in which the principal place of busi-
ness of the partnership is located, or

‘*(3) the Claims Court.

‘‘(b) PERIOD FOR FILING PETITION.—A pelition
may be filed under subsection (a) with respect to
partnership items for a partnership tazable year
only—

‘(1) after the expiration of 6 months from the
date of filing of the request under section 6251,
and

*“(2) before the date which is 2 years after the

date of such reguest.
The 2-year period set forth in paragraph (2)
shall be ertended for such period as may be
agreed upon in writing by the partnership and
the Secretary.

*(c) COORDINATION WITH SUBPART A.—

“(1) NOTICE OF PARTNERSHIP ADJUSTMENT BE-
FORE FILING OF PETITION.—No petition may be
filed under this section after the Secretary mails
to the partnership a notice of a partnership ad-
justment for the partnership tarable year to
which the request under section 6251 relates.

“(2) NOTICE OF PARTNERSHIP ADJUSTMENT
AFTER FILING BUT BEFORE HEARING OF PETI-
TION.—If the Secretary mails to the parinership
a notice of a partnership adjustment for the
partnership tarable year to which the request
under section 6251 relates after the filing of a
petition under this subsection but before the
hearing of such petition, such petition shall be
treated as an action brought under section 6247
with respect to such notice, exrcept that sub-
section (b) of section 6247 shall not apply.

‘“(3) NOTICE MUST BE BEFORE EXPIRATION OF
STATUTE OF LIMITATIONS.—A notice of a part-
nership adjustment for the partnership taxable
year shall be taken inlo account under para-
graphs (1) and (2) only if such notice is mailed
before the expiration of the period prescribed by
section 6248 for making adjustments to partner-
ship items for such tarable year.

“(d) Score OF JUDICIAL REVIEW.—Ezcept in
the case described in paragraph (2) of subsection
(c), a court with which a petition is filed in ac-
cordance with this section shall have jurisdic-
tion to determine only those partnership items to
which the part of the request under section 6251
not allowed by the Secretary relates and those
items with respect to which the Secretary asserts
adjustments as offsets to the adjustments re-
quested by the partnership.

“fe) DETERMINATION OF CouRr
REVIEWABRLE.—Any determination by a court
under this subsection shall have the force and
effect of a decision of the Tax Court or a final
judgment or decree of the district court or the
Claims Court, as the case may be, and shall be
reviewable as such. The date of any such deter-
mination shall be treated as being the date of
the court's order entering the decision.

“PART HI—DEFINITIONS AND SPECIAL

RULES

‘“Sec. 6255. Definitions and special rules.
“SEC. 6255. DEFINITIONS AND SPECIAL RULES.

““(a) DEFINITIONS.—For purposes of this sub-
chapter—

*(1) LARGE PARTNERSHIP.—The term ‘large
partnership’ has the meaning given to such term
by section 775 without regard to section 776(w).

‘'(2) PARTNERSHIP ITEM.—The term ‘partner-
ship item’ has the meaning given to such term
by section 6231(a)(3).

*'(b) PARTNERS BOUND BY ACTIONS OF PART-
NERSHIP, ETC.—

‘(1) DESIGNATION OF PARTNER.—Each large
partnership shall designate (in the manner pre-
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scribed by the Secretary) a pariner (or other
person) who shall have the sole authority to act
on behalf of such partnership under this sub-
chapter. In any case in which such a designa-
tion is not in effect, the Secretary may select
any partner as the partner with such authority.

“(2) BINDING EFFECT.—A large parinership
and all paritners of such partnership shall be
bound—

‘‘(4) by actions taken under this subchapter
by the partnership, and

‘“‘B) by any decision in a proceeding brought
under this subchapter.

“(c) PARTNERSHIPS HAVING PRINCIPAL PLACE
OF BUSINESS OUTSIDE THE UNITED STATES.—For
purposes of sections 6247 and 6252, a principal
place of business located outside the United
States shall be treated as located in the District
of Columbia.

‘(d) TREATMENT WHERE PARTNERSHIP CEASES
T0 EXI1sT~—If a paritnership ceases to exist be-
fore a partnership adjustment under this sub-
chapter takes effect, such adjustment shall be
taken into account by the former partners of
such partnership under regulations prescribed
by the Secretary.

‘‘(e) DATE DECISION BECOMES FINAL—For
purposes of this subchapter, the principles of
section 7481(a) shall be applied in determining
the date on which a decision of a district court
or the Claims Court becomes final.

*(f) PARTNERSHIPS IN CASES UNDER TITLE 11
OF THE UNITED STATES CODE.—The running of
any period of limitations provided in this sub-
chapter on making a partnership adjustment (or
provided by section 6501 or 6502 on the assess-
ment or collection of any amount required lo be
paid under section 6242) shall, in a case under
title 11 of the United States Code, be suspended
during the period during which the Secretary is
prohibited by reason of such case from making
the adjustment (or assessment or collection)
and—

‘(1) for adjustment or assessment, 60 days
thereafter, and

*(2) for collection, 6 months thereafter.

“(g) REGULATIONS.—The Secretary shall pre-
scribe such regulations as may be necessary to
carry out the provisions of this subchapter, in-
cluding regulations—

(1) to prevent abuse through manipulation of
the provisions of this subchapter, and

*'(2) providing that this subchapter shall not

apply to any case described in section 6231(c)(1)
(ot the regulations prescribed thereunder) where
the application of this subchapter to such a case
would interfere with the effective and efficient
enforcement of this title.
In any case to which this subchapter does not
apply by reason of paragraph (2), rules similar
to the rules of sections 6229(f) and 6255(f) shall
apply.”

(b) CLERICAL AMENDMENT.—The table of sub-
chapters for chapter 63 is amended by adding at
the end thereof the following new item:

“SUBCHAPTER D. Treatment of large partner-
ships.”
SEC. 4303. DUE DATE FOR FURNISHING INFORMA-
TION TO PARTNERS OF LARGE PART-
NERSHIPS.

(a) GENERAL RULE.—Subsection (b) of section
6031 (relating to copies to pariners) is amended
by adding at the end thereof the following new
sentence: "‘In the case of a large parinership (as
defined in sections 775 and 776{a)), such infor-
mation shall be furnished on or before the first
March 15 following the close of such tazable
year."

(b) TREATMENT AS INFORMATION RETURN,—
Section 6724 is amended by adding at the end
thereof the following new subsection:

‘‘(e) SPECIAL RULE FOR CERTAIN PARTNERSHIP
RETURNS —If any partnership return under sec-
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tion 6031(a) is required under section 6011(e) to
be filed on magnetic media or in other machine-
readable form, for purposes of this part, each
schedule required to be included with such re-
turn with respect to each partner shall be treat-
ed as a separate information return.”’

SEC. 4304. RETURNS MAY BE REQUIRED ON MAG-

NETIC MEDIA.

Paragraph (2) of section 6011(e) (relating to
returns on magnetic media) is amended by add-
ing at the end thereof the following new sen-
tence:

“The preceding sentence shall not apply in the
case of the partnership return of a large part-
nership (as defined in sections 775 and 776(a)) or
any other partnership with 250 or more part-
ners."”

SEC. 4305. EFFECTIVE DATE.

(a) GENERAL RULE.—Ezcept as provided in
subsection (b), the amendments made by this
part shall apply to partnership tarable years
ending on or after December 31, 1992.

(b) SPECIAL RULE FOR SECTION 4304.—In the
case of a partnership which is not a large part-
nership (as defined in sections 775 and 776(a) of
the Internal Revenue Code of 1986, as added by
this part), the amendment made by section 4304
shall only apply to parinership taxable years
ending on or after December 31, 1998.

PART II—PROVISIONS RELATED TO TEFRA
PARTNERSHIP PROCEEDINGS
SEC. 4311. TREATMENT OF PARTNERSHIP ITEMS
IN DEFICIENCY PROCEEDINGS.

(a) IN GENERAL.—Subchapter C of chapter 63
is amended by adding at the end thereof the fol-
lowing new section:

“SEC. 6234. DECLARATORY JUDGMENT RELATING
TO TREATMENT OF ITEMS OTHER
THAN PARTNERSHIP ITEMS WITH
RESPECT TO AN OVERSHELTERED
RETURN.

‘“(a) GENERAL RULE.—If—

“(1) a tarpayer files an oversheltered return
for a tarable year,

“(2) the Secretary makes a determination with
respect to the treatment of items (other than
partnership items) of such tazrpayer for such
tazable year, and

“(3) the adjustments resulting from such de-
termination do not give rise to a deficiency (as
defined in section 6211) but would give rise to a
deficiency if there were no net loss from part-
nership items,
the Secretary is authorized to send a notice of
adjustment reflecting such determination to the
taxpayer by certified or registered mail.

*(b) OVERSHELTERED RETURN.—For purposes
of this section, the term ‘oversheltered return’
means an income tar return which—

(1) shows no tarable income for the taxable
year, and

*(2) shows a net loss from partnership items.

‘"(c) JUDICIAL REVIEW IN THE TAX COURT.—
Within 90 days, or 150 days if the notice is ad-
dressed to a person oulside the United States,
after the day on which the notice of adjustment
authorized in subsection (a) is mailed to the tax-
payer, the tarpayer may file a petition with the
Tax Court for redetermination of the adjust-
ments. Upon the filing of such a petition, the
Tazx Court shall have jurisdiction to make a dec-
laration with respect to all items (other than
partnership items and affected items which re-
gquire partner level determinations as described
in section 6230(a)(2)(A)(i)) for the tazable year
to which the notice of adfustment relates, in ac-
cordance with the principles of section 62i4(a).
Any such declaration shall have the force and
effect of a decision of the Tax Court and shall
be reviewable as such.

*"(d) FAILURE TO FILE PETITION.—

‘(1) IN GENERAL.—Ezxcept as provided in para-
graph (2), if the taxpayer does not file a petition
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with the Tax Court within the time prescribed in
subsection (c), the determination of the Sec-
retary set forth in the notice of adjustment that
was mailed to the tarpayer shall be deemed to
be correct.

“(2) ExceEprioN.—Paragraph (1) shall not
apply after the date that the tazpayer—

“(A) files a petition with the Tar Court with-
in the time prescribed in subsection (c) with re-
spect to a subsequent notice of adjustment relat-
ing to the same taxable year, or

"“(B) files a claim for refund of an overpay-

ment of tax under section 6511 for the tarable
year involved.
If a claim for refund is filed by the taxpayer,
then solely for purposes of determining (for the
tarable year involved) the amount of any com-
putational adjustment in connection with a
partnership proceeding under this subchapter
(other than under this section) or the amount of
any deficiency attributable to affected items in
a proceeding under section 6230(a)(2), the items
that are the subject of the notice of adjustment
shall be presumed to have been correctly re-
ported on the tarpayer's return during the
pendency of the refund claim (and, if within the
time prescribed by section 6532 the tarpayer
commences a civil action for refund under sec-
tion 7422, until the decision in the refund action
becomes final).

‘() LIMITATIONS PERIOD.—

‘(1) IN GENERAL.—Any notice to a tarpayer
under subsection (a) shall be mailed before the
erpiration of the period prescribed by section
6501 (relating to the period of limilations on as-
sessment).

‘“{2) SUSPENSION WHEN SECRETARY MAILS NO-
TICE OF ADJUSTMENT.—If the Secretary mails a
notice of adjustment to the tarpayer for a tax-
able year, the period of limitations on the mak-
ing of assessments shall be suspended for the pe-
riod during which the Secretary is prohibited
from making the assessment (and, in any event,
if a proceeding in respect of the notice of adjust-
ment is placed on the docket of the Tax Court,
until the decision of the Tax Court becomes
Jfinal), and for 60 days thereafter.

**(3) RESTRICTIONS ON ASSESSMENT.—Ezxcept as
otherwise provided in section 6851, 6852, or 6861,
no assessment of a deficiency with respect to
any tar imposed by subtitle A attributable to
any item (other than a parinership item or any
item affected by a partnership ilem) shall be
made—

“(A) until the expiration of the applicable 90-
day or 150-day period sel forth in subsection (c)
for filing a petition with the Tax Court, or

*(B) if a petition has been filed with the Tax
Court, until the decision of the Tax Court has
become final.

"(f) FURTHER NOTICES OF ADIJUSTMENT RE-
STRICTED.—If the Secretary mails a notice of ad-
Jjustment to the tazpayer for a taxable year and
the taxpayer files a petition with the Taxr Court
within the time prescribed in subsection (c), the
Secretary may not mail another such notice to
the tarpayer with respect to the same taxable
year in the absence of a showing of fraud, mal-
{ea.mnce. or misrepresentation of a material

act.

*'(g) COORDINATION WITH OTHER PROCEEDINGS
UNDER THIS SUBCHAPTER.—

‘(1) IN GENERAL.—The treatment of any item
that has been determined pursuant to subsection
(c) or (d) shall be taken into account in deter-
mining the amount of any computational ad-
Justment that is made in connection with a part-
nership proceeding under this subchapter (other
than under this section), or the amount of any
deficiency attributable to affected items in a
proceeding under section 6230(a)(2), for the tax-
able year involved. Notwithstanding any other
law or rule of law pertaining to the period of
limitations on the making of assessments, for
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purposes of the preceding sentence, any adjust-
ment made in accordance with this section shall
be taken into account regardless of whether any
assessment has been made with respect to such
adjustment.

"'(2) SPECIAL RULE IN CASE OF COMPUTATIONAL
ADJUSTMENT.—In the case of a computational
adjustment that is made in connection with a
partnership proceeding under this subchapter
(other than under this section), the provisions of
paragraph (1) shall apply only if the computa-
tional adjustment is made within the period pre-
scribed by seclion 6229 for assessing any tax
under subtitle A which is attributable to any
partnership item or affected item for the taxable
year involved.

“(3) CONVERSION TO DEFICIENCY PROCEED-
ING.—If—

“(A) after the notice referred to in subsection
(a) is mailed to a tarpayer for a tarable year
but before the expiration of the period for filing
a petition with the Tax Court under subsection
(c) (or, if a petition is filed with the Tax Court,
before the Tar Court makes a declaration for
that tarable year), the treatment of any parit-
nership item for the taxrable year is finally de-
termined, or any such item ceases to be a part-
nership item pursuant to section 6231(b), and

“(B) as a result of that final determination or
cessation, a deficiency can be determined with
respect to the items that are the subject of the
notice of adjustment, .
the notice of adjustment shall be treated as a
notice of deficiency under section 6212 and any
petition filed in respect of the notice shall be
treated as an action brought under section 6213.

‘'(4) FINALLY DETERMINED.—For purposes of
this subsection, the treatment of partnership
items shall be treated as finally determined if—

“(A) the Secretary enters into a settlement
agreement (within the meaning of section 6224)
with the tazpayer regarding such items,

“CB) a notice of final partnership administra-
tive adjustment has been issued and—

“(i) no petition has been filed under section
6226 and the time for doing 50 has expired, or

“(ii) a petition has been filed under section
6226 and the decision of the court has become
final, or

*(C) the period within which any tar atirib-
utable to such items may be assessed against the
tarpayer has erpired.

““(h) SPECIAL RULES IF SECRETARY INCOR-
RECTLY DETERMINES APPLICABLE PROCEDURE.—

*“(1) SPECIAL RULE IF SECRETARY ERRONEOUSLY
MAILS NOTICE OF ADJUSTMENT.—If the Secretary
erroneously determines that subchapter B does
not apply to a tarable year of a taxpayer and
consistent with that determination timely mails
a notice of adjustment to the taxpayer pursuant
to subsection (a) of this section, the notice of
adjustment shall be treated as a notice of defi-
ciency under section 6212 and any petition that
is filed in respect of the notice shall be treated
as an action brought under section 6213.

“(2) SPECIAL RULE IF SECRETARY ERRONEOUSLY
MAILS NOTICE OF DEFICIENCY.—If the Secretary
erroneously determines that subchapter B ap-
plies to a tarable year of a tarpayer and con-
sistent with that determination timely mails a
notice of deficiency to the tarpayer pursuant to
section 6212, the notice of deficiency shall be
treated as a notice of adjustment under sub-
section (a) and any petition that is filed in re-
spect of the notice shall be treated as an action
brought under subsection (c).""

(b) TREATMENT OF PARTNERSHIP ITEMS IN DE-
FICIENCY PROCEEDINGS.—Section 6211 (defining
deficiency) is amended by adding at the end
thereof the following new subsection:

‘'(c) COORDINATION WITH SUBCHAPTER C.—In
determining the amount of any deficiency for
purposes of this subchapter, adjustments to
partnership items shall be made only as pro-
vided in subchapter C."'
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(c) CLERICAL AMENDMENT.—The table of sec-
tions for subchapter C of chapter 63 is amended
by adding at the end thereof the following new
item:

“Sec. 6234. Declaratory judgment relating to
treatment of items other than
partnership items with respect to
an oversheltered return.’'.

(d) EFFECTIVE DATE.—The amendments made
by this section shall apply to partnership taz-
able years ending after the date of the enact-
ment of this Act.

SEC. 4312. PARTNERSHIP RETURN TO BE DETER-
MINATIVE OF AUDIT PROCEDURES
TO BE FOLLOWED.

(a) IN GENERAL.—Section 6231 (relating to
definitions and special rules) is amended by
adding at the end thereof the following new
subsection:

“'(g) PARTNERSHIP RETURN TO BE DETERMINA-
TIVE OF WHETHER SUBCHAPTER APPLIES.—

‘(1) DETERMINATION THAT SUBCHAPTER AP-
PLIES.—If, on the basis of a partnership return
for a tarable year, the Secretary reasonably de-
termines that this subchapter applies to such
partnership for such year but such determina-
tion is erroneous, then the provisions of this
subchapter are hereby extended to such partner-
ship (and its items) for such tarable year and to
partners of such partnership.

**(2) DETERMINATION THAT SUBCHAPTER DOES
NOT APPLY.—If, on the basis of a partnership re-
turn for a tarable year, the Secretary reason-
ably determines that this subchapter does not
apply to such parinership for such year but
such determination is erroneous, then the provi-
sions of this subchapter shall not apply to such
partnership (and its items) for such tarable year
or to partners of such partnership.”

(b) EFFECTIVE DATE.—The amendment made
by this section shall apply to parinership taz-
able years ending after the date of the enact-
ment of this Act.

SEC. 4313. PROVISIONS RELATING TO STATUTE
OF LIMITATIONS.

(a) SUSPENSION OF STATUTE WHERE UNTIMELY
PETITION FILED.—Paragraph (1) of section
6229(d) (relating to suspension where Secretary
makes administrative adjustment) is amended by
striking all that follows "‘section 6226 and in-
serting the following: “‘(and, if a petition is filed
under section 6226 with respect to such adminis-
trative adjustment, until the decision of the
court becomes final), and”.

(b) SUSPENSION OF STATUTE DURING BANK-
RUPTCY PROCEEDING.—Section 6229 is amended
by adding at the end thereof the following new
subsection:

“(h) SUSPENSION DURING PENDENCY OF BANK-
RUPTCY PROCEEDING.—If a petition is filed nam-
ing a partner as a debtor in a bankruptcy pro-
ceeding under title 11 of the Uniled States Code,
the running of the period of limitations provided
in this section with respect lo such partner shall
be suspended—

“(1) for the period during which the Secretary
is prohibited by reason of such bankruptcy pro-
ceeding from making an assessment, and

*(2) for 60 days thereafter.”

(c) TAX MATTERS PARTNER IN BANKRUPTCY.—
Section 6229(b) is amended by redesignating
paragraph (2) as paragraph (3) and by inserting
after paragraph (1) the following new para-
graph:

“(2) SPECIAL RULE WITH RESPECT TO DEBTORS
IN TITLE 11 CASES.—Notwithstanding any other
law or rule of law, if an agreement is entered
into under paragraph (1)(B) and the agreement
is signed by a person who would be the tar mat-
ters partner but for the fact that, at the time
that the agreement is erecuted, the person is a
debtor in a bankruptcy proceeding under title 11
of the United States Code, such agreement shall
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be binding on all partners in the partnership

unless the Secretary has been notified of the

bankruptcy proceeding in accordance with regu-
lations prescribed by the Secretary.”’

(d) EFFECTIVE DATES.—

(1) SUBSECTIONS (a) AND (b).—The amend-
ments made by subsections (a) and (b) shall
apply to parinership tarable years with respect
to which the period under section 6229 of the In-
ternal Revenue Code of 1986 for assessing tax
has not expired on or before the date of the en-
actment of this Act.

(2) SUBSECTION (c).—The amendment made by
subsection (c) shall apply to agreements entered
into after the date of the enactment of this Act.
SEC. 4314. EXPANSION OF SMALL PARTNERSHIP

EXCEPTION.

(a) IN GENERAL.—Clause (i) of - section
6231(a)(1)(B) (relating to exception for small
partnerships) is amended to read as follows:

‘(i) IN GENERAL.—The term ‘partnership’ shall
not include any partnership having 10 or fewer
partners each of whom is an individual (other
than a nonresident alien), a C corporation, or
an estate of a deceased partner. For purposes of
the preceding sentence, a husband and wife
(and their estates) shall be treated as 1 part-
ner."

(b) EFFECTIVE DATE.—The amendment made
by this section shall apply to partnership tax-
able years ending after the date of the enact-
ment of this Act.

SEC. 4315. EXCLUSION OF PARTIAL SETTLEMENTS
FROM 1 YEAR LIMITATION ON AS-
SESSMENT.

(a) IN GENERAL.—Subsection (f) of section 6229
(relating to items becoming nonpartnership
items) is amended—

(1) by striking *‘(f) ITEMS BECOMING NONPART-
NERSHIP ITEMS.—If"" and inserting the follow-

ing:

“(f) SPECIAL RULES.—

‘(1) ITEMS BECOMING  NONPARTNERSHIP
ITEMS.—If"",

(2) by moving the text of such subsection 2 ems
to the right, and

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

‘"(2) SPECIAL RULE FOR PARTIAL SETTLEMENT
AGREEMENTS.—If a pariner enlers into a settle-
ment agreement with the Secretary with respect
to the treaiment of some of the partnership items
in dispute for a partnership taxable year but
other partnership items for such year remain in
dispute, the period of limitations for assessing
any tar atiributable to the settled items shall be
determined as if such agreement had not been
entered into."”

(b) EFFECTIVE DATE—The amendment made
by this section shall apply to partnership lax-
able years ending after the date of the enact-
ment of this Act.

SEC. 4316. EXTENSION OF TIME FOR FILING A RE-
QUEST FOR ADMINISTRATIVE AD-
JUSTMENT.

(a) IN GENERAL.—Section 6227 (relating to ad-
ministrative adfustment requests) is amended by
redesignating subsections (b) and (c) as sub-
sections (¢) and (d), respectively, and by insert-
ing after subsection (a) the following new sub-
section:

*(b) SPECIAL RULE IN CASE OF EXTENSION OF
PERIOD OF LIMITATIONS UNDER SECTION 6229.—
The period prescribed by subsection (a)(l) for
filing of a request for an administrative adjust-
ment shall be ertended—

(1) for the period within which an assess-
ment may be made pursuant to an agreement (or
any ertension thereof) under section 6229(b),
and

“‘(2) for 6 months thereafter.”

(b) EFFECTIVE DATE—The amendment made
by this section shall take effect as if included in
the amendments made by section 402 of the Tazx
Equity and Fiscal Responsibility Act of 1982.
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SEC. 4317. AVAILABILITY OF INNOCENT SPOUSE
RELIEF IN CONTEXT OF PARTNER-
SHIP PROCEEDINGS.

{a) IN GENERAL.—Subsection (a) of section
6230 is amended by adding at the end thereof
the following new paragraph:

“(3) SPECIAL RULE IN CASE OF ASSERTION BY
PARTNER'S SPOUSE OF INNOCENT SPOUSE RE-
LIEF.—

‘“(A) Notwithstanding section 6404(b), if the
spouse of a partner asserts that section 6013(e)
applies with respect to a lability that is attrib-
utable to any adjustment to a partnership item,
then such spouse may file with the Secretary
within 60 days after the notice and demand (or
notice of computational adjustment) is mailed to
the spouse a request for abatement of the assess-
ment specified in such notice. Upon receipt of
such request, the Secretary shall abate the as-
sessment. Any reassessment of the taxr with re-
spect to which an abatement is made under this
subparagraph shall be subject to the deficiency
procedures prescribed by subchapter B. The pe-
riod for making any such reassessment shall not
expire before the expiration of 60 days after the
date of such abatement.

““(B) If the spouse files a petition with the Tax
Court pursuant to section 6213 with respect to
the request for abatement described in subpara-
graph (A), the Tax Court shall only have juris-
diction pursuant to this section to determine
whether the requirements of section 6013(e) have
been satisfied. For purposes of such determina-
tion, the treatment of partnership items under
the settlement, the final partnership administra-
tive adjustment, or the decision of the court
(whichever is appropriate) that gave rise to the
liability in question shall be conclusive.

“C) Rules similar to the rules contained in
subparagraphs (B) and (C) of paragraph (2)
shall apply for purposes of this paragraph."’

(b) CLAIMS FOR REFUND.—Subsection (c) of
section 6230 is amended by adding at the end
thereof the following new paragraph:

*(5) RULES FOR SEEKING INNOCENT SPOUSE RE-
LIEF.—

“(A) IN GENERAL—The spouse of a paritner
may file a claim for refund on the ground that
the Secretary failed to relieve the spouse under
section 6013(e) from a liability that is attrib-
utable to an adfustment to a partnership item.

‘“‘B) TIME FOR FILING CLAIM.—Any claim
under subparagraph (A) shall be filed within 6
months after the day on which the Secretary
mails to the spouse the notice and demand (or
notice of computational adjustment) referred to
in subsection (a)(3)(A).

“(C) SuUIT IF CLAIM NOT ALLOWED.—If the
claim under subparagraph (B) is not allowed,
the spouse may bring suit with respect to the
claim within the period specified in paragraph

(3).

‘(D) PRIOR DETERMINATIONS ARE BINDING.—
For purposes of any claim or suit under this
paragraph, the treatment of partnership items
under the settlement, the final partnership ad-
ministrative adjustment, or the decision of the
court (whichever is appropriate) that gave rise
to the liabilily in question shall be conclusive,”

(c) TECHNICAL AMENDMENTS.—

(1) Paragraph (1) of section 6230(a) is amend-
ed by striking “‘paragraph (2)'"" and inserting
“paragraph (2) or (3)".

(2) Subsection (a) of section 6503 is amended
by striking *‘section 6230(a)(2)(A)" and inserting
“paragraph (2)( A) or (3) of section 6230(a)".

(d) EFFECTIVE DATE,—The amendments made
by this section shall take effect as if included in
the amendments made by section 402 of the Tax
Equity and Fiscal Responsibility Act of 1952,
SEC. 4318. DETERMINATION OF PENALTIES AT

PARTNERSHIP LEVEL.

(a) IN GENERAL.—Section 6221 (relating to tar
treatment determined at partnership level) is
amended by striking *‘item’’ and inserting “‘item
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(and the applicability of any penalty, addition
to tar, or additional amount which relates to an
adjustment to a partnership item)"'.

(b) CONFORMING AMENDMENTS. —

(1) Subsection (f) of section 6226 is amended—

(A) by striking '‘relates and' and inserting
“relates,"'’, and

(B) by inserting before the period '*, and the
applicability of any penalty, addition to tazx, or
additional amount which relates to an adjust-
ment to a partnership item"'.

(2) Clause (i) of section 6230(a)(2)(A) is
amended to read as follows:

‘(i) affected items which require partner level
determinations (other than penalties, additions
to tax, and additional amounts that relate to
adjustments to parinership items), or".

(3)(A) Subparagraph (A) of section 6230(a)(3),
as added by section 3317, is amended by insert-
ing “‘(including any lability for any penalty,
addition to tax, or additional amount relating to
suck adjustment)' after ‘‘partnership item’’.

(B) Subparagraph (B) of such section is
amended by inserting ‘‘(and the applicability of
any penalties, additions to taz, or additional
amounts)' after "‘partnership items’'.

(C) Subparagraph (A) of section 6230(c)(5), as
added by section 3317, is amended by inserting
before the period ‘‘(including any liability for
any penalties, additions to tax, or additional
amounts relating to such adjustment)’’.

(D) Subparagraph (D) of section 6230(c)(5), as
added by section 3317, is amended by inserting
“fand the applicability of any penalties, addi-
tions to tar, or additional amounts)'’ after
“partnership items"'.

(4) Paragraph (1) of section 6230(c) is amended
by striking “or" at the end of subparagraph
(A), by striking the period at the end of sub-
paragraph (B) and inserting *', or", and by add-
ing at the end thereof the following new sub-
paragraph.:

‘“(C) the Secretary erroneously imposed any
penalty, addition to tazr, or additional amount
which relates to an adjustment to ¢ partnership
item.”’

(5) 80 much of subparagraph (A) of section
6230(c)(2) as precedes “‘shall be filed™ is amend-
ed to read as follows:

‘“(A) UNDER PARAGRAPH (1) (A) OR (C).—Any
claim under subparagraph (A) or (C) of para-
graph (1)'".

(6) Paragraph (4) of section 6230(c) is amended

by adding at the end thereof the following: “‘In
addition, the determination under the final
partnership administrative adjustment or under
the decision of the court (whichever is appro-
priate) concerning the applicability of any pen-
alty, addition to tazr, or additional amount
which relates to an adjustment to a partnership
item shall also be conclusive.
Notwithstanding the preceding sentence, the
partner shall be allowed to assert any pariner
level defenses that may apply or to challenge
the amount of the computational adjustment."’

(c) EFFECTIVE DATE—The amendments made
by this section shall apply to parinership taz-
able years ending after the date of the enact-
ment of this Act.

SEC. 4319. PROVISIONS RELATING TO COURT JU-
RISDICTION, ETC.

(a) TAX COURT JURISDICTION TO ENJOIN PRE-
MATURE ASSESSMENTS OF DEFICIENCIES ATTRIB-
UTABLE TO PARTNERSHIP ITEMS.—Subsection (b)
of section 6225 is amended by striking ‘‘the prop-
er court.”" and inserting ‘‘the proper court, in-
cluding the Tar Court. The Taxr Court shall
have no jurisdiction to enjoin any action or pro-
ceeding under this subsection unless a timely pe-
tition for a readjustment of the partnership
items for the tarable year has been filed and
then only in respect of the adjustments that are
the subject of such petition."”

(b) JURISDICTION TO CONSIDER STATUTE OF
LIMITATIONS WITH RESPECT TO PARTNERS.—
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Paragraph (1) of section 6226(d) is amended by
adding at the end thereof the following new
sentence:

“Notwithstanding subparagraph (B), any per-
son treated under subsection (c) as a party to an
action shall be permitted to participate in such
action (or file a readjustment petition under
subsection (b) or paragraph (2) of this sub-
section) solely for the purpose of asserting that
the period of limitations for assessing any tax
attributable to partnership items has expired
with respect to such person, and the court hav-
ing jurisdiction of such action shall have juris-
diction to consider such assertion.”

(c) Tax COURT JURISDICTION TO DETERMINE
OVERPAYMENTS ATTRIBUTABLE TO AFFECTED
ITEMS.—

(1) Paragraph (6) of section 6230(d) is amend-
ed by striking “‘(or an affected item)"’.

(2) Paragraph (3) of section 6512(b) is amend-

ed by adding at the end thereof the following
new sentence:
“In the case of a credit or refund relating to an
affected item (within the meaning of section
6229), the preceding sentence shall be applied by
substituting the periods under sections 6229 and
6230(d) for the periods under section 6511(b)(2),
(c), and (d).""

(d) VENUE ON APPEAL.—

(1) Paragraph (1) of section 7452(b) is amend-
ed by striking *‘or’" at the end of subparagraph
(D), by striking the period at the end of sub-
paragraph (E) and inserting **, or", and by in-
serting after subparagraph (E) the following
new subparagraph:

“(F) in the case of a petition under section
6234(c)—

“(i) the legal residence of the pelitioner if Lhe
petitioner is not a corporation, and

“(ii) the place or office applicable under sub-
paragraph (B) if the petitioner is a corpora-
tion."”

(2) The last sentence of section 7482(b) is
amended by striking “‘or 6228(a)’ and inserling
. 6228(a), or 6234(c)’".

(e) OTHER PROVISIONS.—

(1) Subsection (c) of section 7459 is amended
by striking "‘or section 6228(a)" and inserting *',
6228(a), or 6234(c)"".

2) Subsection (o) of section 6501 is amended
by adding at the end thereof the following new
paragraph:

‘“(3) For declaratory judgment relating to
treatment of items other than partnership items
with respect to an oversheltered return, see sec-
tion 6234.""

(f) EFFEcTIVE DATE.—The amendments made
by this section shall apply to partnership tax-
able years ending after the date of the enact-
ment of this Act.

SEC. 4320. TREATMENT OF PREMATURE PETI-
TIONS FILED BY NOTICE PARTNERS
OR 5-PERCENT GROUPS.

(a) IN GENERAL.—Subsection (b) of section
6226 (relating to judicial review of final partner-
ship administrative adjustments) is amended by
redesignating paragraph (5) as paragraph (6)
and by inserting after paragraph (4) the follow-
ing new paragraph:

*(5) TREATMENT OF PREMATURE PETITIONS.—
If—

““(A) a petition for a readjustment of partner-
ship items for the taxable year involved is filed
by a notice partner (or a 5-percent group) dur-
ing the 90-day period described in subsection
{a), and

‘“(B) no action is brought under paragraph (1)
during the 60-day period described therein with
respect to such tarable year which is not dis-
missed,
such petition shall be treated for purposes of
paragraph (1) as filed on the last day of such
60-day period."

(b) EFFECTIVE DATE.—The amendment made
by this section shall apply to petitions filed after
the date of the enactment of this Act.
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SEC. 4321. BONDS IN CASE OF APPEALS FROM
TEFRA PROCEEDING.

fa) IN GENERAL.—Subsection (b) of section
7485 (relating to bonds to stay assessment of col-
lection) is amended—

(1) by inserting “‘penalties,” after “‘any inter-
est,”, and

(2) by striking “‘aggregate of such defi-
ciencies'' and inserting “aggregate liability of
the parties to the action''.

(b) EFFECTIVE DATE.—The amendment made
by this section shall take effect as if included in
the amendments made by section 402 of the Tax
Equity and Fiscal Responsibility Act of 1982,
SEC. 4322, SUSPENSION OF INTEREST WHERE

DELAY IN COMPUTATIONAL ADJUST-
MENT RESULTING FROM TEFRA SET-
TLEMENTS.

fa) IN GENERAL.—Subsection (c) of section
6601 (relating to interest on underpayment, non-
payment, or extension of time for payment, of
tar) is amended by adding at the end thereof
the following new sentence: ''In the case of a
seltlement under section 6224(c) which results in
the conversion of parinership items to nonpart-
nership items pursuant to section 6231(b)(1)(C),
the preceding sentence shall apply to a com-
putational adjustment resulting from such set-
tlement in the same manner as if such adjust-
ment were a deficiency and such settlement were
a waiver referred to in the preceding sentence.”

(b) EFFECTIVE DATE.—The amendment made
by this section shall apply to settlements entered
into after the date of the enactment of this Act.

Subtitle D—Foreign Provisions

PART I—SIMPLIFICATION OF TREATMENT
OF PASSIVE FOREIGN CORPORATIONS
SEC. 4401. REPEAL OF FOREIGN PERSONAL HOLD-
ING COMPANY RULES AND FOREIGN

INVESTMENT COMPANY RULES.,

() GENERAL RULE.—The following provisions
are hereby repealed:

(1) Part III of subchapter G of chapter 1 (re-
lating to foreign personal holding companies).

(2) Section 1246 (relating to gain on foreign in-
vestment company stock).

(3) Section 1247 (relating to election by foreign
investment companies to distribute income cur-
rently).

(b) EXEMPTION OF FOREIGN CORPORATIONS
FROM ACCUMULATED EARNINGS TAX AND PER-
SONAL HOLDING COMPANY RULES.—

(1) ACCUMULATED EARNINGS TAX.—Subsection
(b) of section 532 (relating to exceptions) is
amended—

(A) by striking paragraph (2) and inserting
the following:

**(2) a foreign corporation, or'’,

(B) by striking *‘, or'" at the end of paragraph
(3) and inserting a period, and

(C) by striking paragraph (4).

(2) PERSONAL HOLDING COMPANY RULES.—Sub-
section (¢) of section 542 (relating to erceptions)
is amended—

(A) by striking paragraph (5) and inserting
the following:

““(5) a foreign corporation,’’,

(B) by striking paragraphs (7) and (10) and by
redesignating paragraphs (8) and (9) as para-
graphs (7) and (8), respectively,

(C) by inserting “‘and” at the end of para-
graph (7) (as so redesignated), and

(D) by striking *'; and' at the end of para-
graph (8) (as so redesignated) and inserting a
period.

(c) TREATMENT OF CERTAIN SERVICE CON-
TRACTS UNDER SUBPART F.—

(1) Paragraph (1) of section 954(c) (defining
Joreign personal holding company income) is
amended by adding at the end thereof the fol-
lowing new subparagraph:

““(F) PERSONAL SERVICE CONTRACTS.—

‘(i) Amounts received under a contract under
which the corporation is to furnish personal
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services, if some person other than the corpora-
tion has the right to designate (by name or by
description) the individual who is to perform the
services, or if the individual who is to perform
the services is designated (by name or by de-
scription) in the contract.

“(ii) Amounts received from the sale or other

disposition of such contract.
This subparagraph shall apply with respect to
amounts received for services under a particular
contract only if at some time during the tarable
year 25 percent or more in value of the out-
standing stock of the corporation is owned, di-
rectly or indirectly, by or for the individual who
has performed, is to perform, or may be des-
ignated (by name or by description) as the one
to perform, such services. For purposes of the
preceding sentence, the attribution rules of sec-
tion 544 shall apply, determined as if any ref-
erence to section 543(a)(7) were a reference to
this subparagraph.’

(2) Clause (iii) of section 904(d)2)(A) is
amended by striking “‘and’ at the end of sub-
clause (I11), by striking the period at the end of
subclause (1V) and inserting ‘', and"”, and by
adding at the end thereof the following new
subclause:

“(V) any income described in section
954(c)(1)(F) (relating to personal service con-
tracts)."”

SEC. 4402. REPLACEMENT FOR PASSIVE FOREIGN
INVESTMENT COMPANY RULES.

(a) GENERAL RULE.—Part VI of subchapter P
of chapter 1 (relating to treatment of certain
passive foreign investment companies) is amend-
ed to read as follows:

“PART VI—-TREATMENT OF PASSIVE
FOREIGN CORPORATIONS

“Subpart A. Current taration rules.

“Subpart B. Interest on holdings to which sub-
part A does not apply.

“Subpart C. General provisions.
“Subpart A—Current Tazration Rules

“Sec. 1291. Stock in certain passive foreign cor-
porations marked to market.

“Sec. 1292. Inclusion of income of certain pas-
sive foreign corporations.

“SEC. 1291. STOCK IN CERTAIN PASSIVE FOREIGN
CORPORATIONS MARKED TO MAR-
KET.

‘‘(a) GENERAL RULE.—In the case of market-
able stock in a passive foreign corporation
which is owned (or treated under subsection (g)
as owned) by a United States person at the close
of any tarable year of such person—

“(1) If the fair market value of such stock as
of the close of such tarable year exceeds its ad-
justed basis, such United States person shall in-
clude in gross income for such taxable year an
amount equal to the amount of such exrcess.

“(2) If the adjusted basis of such stock exceeds
the fair market value of such stock as of the
close of such tarable year, such United States
person shall be allowed a deduction for such
tarable year equal to the lesser of—

“'{A) the amount of such excess, or

“(B) the unreversed inclusions with respect to
such stock.

“(b) BASIS ADJUSTMENTS.—

‘(1) IN GENERAL.—The adjusted basis of stock
in a passive foreign corporation—

‘“(A) shall be increased by the amount in-
cluded in the gross income of the United States
person under subsection (a)(l) with respect to
such stock, and

“(B) shall be decreased by the amount al-
lowed as a deduction to the United States per-
son under subsection (a)(2) with respect to such
stock.

‘“(2) SPECIAL RULE FOR STOCK CONSTRUC-
TIVELY OWNED.—In the case of stock in a pas-
sive foreign corporation which the United States
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person is treated as owning under subsection
(9)—

‘“(A) the adjustments under paragraph (1)
shall apply to such stock in the hands of the
person actually holding such stock but only for
purposes of determining the subsequent treat-
ment under this chapter of the United States
person with respect to such stock, and

*“(B) similar adjustments shall be made to the
adjusted basis of the property by reason of
which the United States person is treated as
owning such stock.

‘*(¢) CHARACTER AND SOURCE RULES.—

‘(1) ORDINARY TREATMENT.—

“(A) GAIN.—Any amount included in gross in-
come under subsection (a)(1), and any gain on
the sale or other disposition of marketable stock
in a passive foreign corporation, shall be treated
as ordinary income.

‘(B) LOSS.—Any—

‘(i) amount allowed as a deduction under
subsection {a)(2), and

““(ii) loss on the sale or other disposition of
marketable stock in a passive foreign corpora-
tion to the extent that the amount of such loss
does not erceed the unreversed inclusions with
respect to such stock,
shall be treated as an ordinary loss. The amount
5o treated shall be treated as a deduction allow-
able in computing adjusted gross income.

*(2) SOURCE.—The source of any amount in-
cluded in gross income under subsection (a)(l)
(or allowed as a deduction under subsection
{a)(2)) shall be determined in the same manner
as if such amount were gain or loss (as the case
may be) from the sale of stock in the passive for-
eign corporation.

““(d) UNREVERSED INCLUSIONS.—For purposes
of this section, the term ‘unreversed inclusions’
means, with respect lo any stock in a passive
foreign corporation, the excess (if any) of—

‘(1) the amount included in gross income of
the tarpayer under subsection (a)(1) with re-
spect to such stock for prior tarable years, over

“(2) the amount allowed as a deduction under

subsection (a)(2) with respect to such stock for
prior tarable years.
The amount referred to in paragraph (1) shall
include any amount which would have been in-
cluded in gross income under subsection (a)(l1)
with respect to such stock for any prior tarable
year but for section 1293.

‘'(e) COORDINATION WITH SECTION 1292.—This
section shall not apply with respect to any stock
in a passive foreign corporation—

‘(1) which is U.S. controlled,

‘(2) which is a qualified electing fund with
respect to the United States person for the tar-
able year, or

“¢3) in which the United States person is a 25-
percent shareholder.

“(f) TREATMENT OF CONTROLLED FOREIGN
CORPORATIONS WHICH ARE SHAREHOLDERS IN
PASSIVE FOREIGN CORPORATIONS.—In the case
of a foreign corporation which is a controlled
Sforeign corporation (or is treated as a controlled
foreign corporation under section 1292) and
which owns (or is treated under subsection (g)
as owning) stock in a passive foreign corpora-
tion—

*“(1) this section (other than subsection (c)(2)
thereof) shall apply to such foreign corporation
in the same manner as if such corporation were
a United States person, and

*(2) for purposes of subpart F of part III of
subchapter N—

“(A) any amount included in gross income
under subsection (a)(1) shall be treated as for-
eign personal holding company income described
in section 954(c)(1)(A), and

‘“(B) any amount allowed as a deduction
under subsection (a)(2) shall be treated as a de-
duction allocable to foreign personal holding
company income so described.
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‘'(g) STOCK OWNED THROUGH CERTAIN FOR-
EIGN ENTITIES.—Except as provided in regula-
tions—

“(1) IN GENERAL.—For purposes of this sec-
tion, stock owned, directly or indirectly, by or
for a foreign partnership or foreign trust or for-
eign estate shall be considered as being owned
proportionately by its partners or beneficiaries.
Stock considered to be owned by a person by
reason of the application of the preceding sen-
tence shall, for purposes of applying such sen-
tence, be treated as actually owned by such per-
son.

*"(2) TREATMENT OF CERTAIN DISPOSITIONS.—
In any case in which a United States person is
treated as owning stock in a passive foreign cor-
poration by reason of paragraph (1)—

""(A) any disposition by the United States per-
son or by any other person which results in the
United States person being treated as no longer
owning such stock, and

“(B) any disposition by the person owning
such stock,
shall be treated as a disposition by the United
States person of the stock in the passive foreign
corporation.

“(h) COORDINATION WITH SECTION 851(b).—
For purposes of paragraphs (2) and (3) of sec-
tion 851(b), any amount included in gross in-
come under subsection (a) shall be treated as a
dividend.

““(i) TRANSITION RULES.—

“(1) INDIVIDUALS BECOMING SUBJECT TO U.S.
TAX.—If any individual becomes a United States
person in a taxable year beginning after Decem-
ber 31, 1992, solely for purposes of this section,
the adjusted basis (before adjustments under
subsection (b)) of any marketable stock in a pas-
sive foreign corporation owned (or treated as
owned under subsection (g)) by such individual
on the first day of such taxable year shall be
treated as being the grealer of its fair market
value on such first day or ils adjusted basis on
such first day.

''(2) MARKETABLE STOCK HELD BEFORE EFFEC-
TIVE DATE.—

‘“CA) IN GENERAL.—If any marketable stock in
a passive foreign corporation is owned (or treat-
ed under subsection (g) as owned) by a United
States person on the first day of such person’s
[;Et taxable year, beginning after December 31,
1992—

‘(i) paragraph (2) of section 1294(a) shall
apply to such stock as if it became marketable
during such first taxable year; excepl that—

(1) section 1293 shall not apply to the
amount included in gross income under sub-
section (a) to the extent such amount is attrib-
utable to increases in fair market value during
such first taxable year, and

(1) the tarpayer’s holding period shall be
treated as having ended on the last day of the
preceding tarable year for purposes of allocat-
ing amounts under section 1293(a)(1)(A4), and

‘'(ii) such person may elect to extend the time
Jor the payment of the applicable section 1293
deferred tax as provided in subparagraph (B).

“{B) ELECTION TO EXTEND TIME FOR PAY-
MENT.—

(i) IN GENERAL.—At the election of the taz-
payer, the time for the payment of the applica-
ble section 1293 deferred tax shall be extended to
the extent and subject to the limitations pro-
vided in this subparagraph.

"“(ii) TERMINATION OF EXTENSION.—

‘(1) DISTRIBUTIONS.—If any distribution is re-
ceived with respect to any stock to which an ez-
tension under clause (i) relates and such dis-
tribution would be an excess distribution within
the meaning of section 1293 if such section ap-
plied to such stock, then the extension under
clause (i) for the appropriate portion (as deter-
mined under regulations) of the applicable sec-
tion 1293 deferred tax shall expire on the last
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day prescribed by law (determined without re-
gard to extensions) for filing the return of tar
Jor the tarable year in which the distribution is
received.

“(11) REVERSAL OF INCLUSION.—If an amount
is allowable as a deduction under subsection
(a)(2) with respect to any stock to which an ex-
tension under clause (i) relates and the amount
so allowable is allocable to the amount which
gave rise to the applicable section 1293 deferred
tar, then the extension under clause (i) for the
appraopriate portion (as determined under regu-
lations) of the applicable section 1293 deferred
tar shall expire on the last day prescribed by
law (determined without regard to extensions)
for filing the return of the tax for the taxable
year for which such deduction is allowed.

“(I11) DISPOSITIONS, ETC.—If stock in a pas-
sive foreign corporation is disposed of during
the taxable year, all extensions under clause (i)
Jor payment of the applicable section 1293 de-
ferred tax attributable to such stock which have
not expired before the date of such disposition
shall expire on the last date prescribed by law
(determined without regard to ertensions) for
Jiling the return of tax for the tarable year in
which such disposilion occurs. To the extent
provided in regulations, the preceding sentence
shall not apply in the case of a disposition in a
transaction with respect to which gain or loss is
nol recognized (in whole or in part), and the
person acquiring such stock in such transaction
shall succeed to the treatment under this section
of the person making such disposition.

‘“*(iii) OTHER RULES.—

‘(1) ELECTION.—The election under clause (i)
shall be made not later than the time prescribed
by law (including extensions) for filing the re-
turn of tax imposed by this chapter for the first
taxable year referred to in subparagraph (A).

‘“(II) TREATMENT OF LOANS TO SHARE-
HOLDER.—For purposes of this subparagraph,
any loan by a passive foreign corporation (di-
rectly or indirectly) to a shareholder of such
corporation shall be treated as a distribution to
such shareholder.

“(C) CROSS REFERENCE,—

“For provisions providing for interest for
the period of the extension under this para-
graph, see section 6601.

(D) APPLICABLE SECTION 1293 DEFERRED
TAX.—For purposes of this paragraph, the term
‘applicable section 1293 deferred tax' means the
deferred tax amount determined under section
1293 with respect to the amount which, but for
section 1293, would have been included in gross
income for the first tazable year referred to in
subparagraph (A). Such term also includes the
tax imposed by this chapter for such first tazx-
able year to the ertent attributable to the
amounts allocated under section 1293(a)(1)(A) to
a period described in section 1293(a)(1)(B)(ii).

*(3) SPECIAL RULES FOR REGULATED INVEST-
MENT COMPANIES,—

““(A) IN GENERAL.—If any marketable stock in
a passive foreign corporation is owned (or treat-
ed under subsection (g) as owned) by a regu-
lated investment company on the first day of
such company's first taxable year beginning
after December 31, 1992—

“(i) section 1293 shall not apply to such stock
with respect to any distribution or disposition
during, or amount included in gross income
under this section for, such [first tazable year,
but

“'(ii) such company's tax under this chapler
for such first tazable year shall be increased by
the aggregate amount of interest which would
have been determined under section 1293(c)(3) if
section 1293 were applied without regard to this
subparagraph.

‘“{B) DISALLOWANCE OF DEDUCTION.—No de-
duction shall be allowed to any regulated in-
vestment company for the increase in tar under
subparagraph (A)ii).
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“SEC. 1292, CURRENT INCLUSION OF INCOME OF
CERTAIN PASSIVE FOREIGN COR-
PORATIONS.

‘“(a) PASSIVE FOREIGN CORPORATIONS WHICH
ARE U.S. CONTROLLED.—

‘(1) TREATMENT UNDER SUBPART F.—

““(A) IN GENERAL.—If a passive foreign cor-
poration is United States controlled, then for
purposes of subpart F of part III of subchapter

‘(i) such corporation, if not otherwise a con-
trolled foreign corporation, shall be treated as a
controlled foreign corporation,

‘ii) the term ‘United States shareholder’
means, with respect to such corporation, any
United States person who owns (within the
meaning of section 958(a)) any stock in such
corporation,

*!(iii) the entire gross income of such corpora-
tion shall, after being reduced under the prin-
ciples of paragraph (5) of section 954(b), be
treated as foreign base company income, and

“‘(iv) sections 970 and 971 shall not apply.
Except as provided in regulations, the preceding
sentence shall also apply for purposes of section
804(d).

‘“AB) SPECIAL RULES.—If any tarpayer is
treated as being a United States shareholder in
a controlled foreign corporation solely by reason
of this section—

‘(i) section 954(b)(4) (relating to exception for
certain income subject to high foreign tares)
shall not apply for purposes of determining the
amount included in the gross income of such
taxpayer under section 951 by reason of being so
treated with respect to such corporation, and

(i) the amount so included in the gross in-
come of such tarpayer under section 951 with re-
spect to such corporation shall be treated as
long-term capital gain to the extent attributable
to the net capital gain of such corporation.

*(2) U.S. CONTROLLED.—For purposes of this
subpart, a passive foreign corporation is United
States controlled if—

‘“(A) such corporation is a controlled foreign
corporation determined without regard to this
subsection, or

“(B) at any time during the taxable year more
than 50 percent of—

‘(i) the total combined voting power of all
classes of stock of such corporation entitled to
vote, or

‘(ii) the total value of the stock of such cor-
poration,
is owned directly or indirectly by 5 or fewer
United States persons.

*'(3) CONSTRUCTIVE OWNERSHIP RULES FOR
PURPOSES OF PARAGRAPH (2)(B).—For purposes
of paragraph (2)(B), the attribution rules pro-
vided in section 544 shall apply, determined as if
any reference to a personal holding company
were a reference to a corporation described in
paragraph (2)(B) (and any reference to the
stock ownership requirement provided in section
542(a)(2) were a reference to the requirement of
paragraph (2)(B)); except that—

“(A) subsection (a)(4) of such section shall be
applied by substituting ‘Paragraphs (1), (2), and
(3)' for ‘Paragraphs (2) and (3)",

“(B) stock owned by a nonresident alien indi-
vidual shall not be considered by reason of attri-
bution through family membership as owned by
a citizen or resident alien individual who is not
the spouse of the nonresident alien individual
and who does not otherwise own stock in the
foreign corporation (determined after the appli-
cation of such attribution rules other than attri-
bution through family membership), and

‘“(C) stock of a corporation owned by any for-
eign person shall not be considered by reason of
attribution through partners as owned by a citi-
zen or resident of the United States who does
not otherwise own stock in the foreign corpora-
tion (determined after the application of such
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attribution rules and subparagraph (A), other
than attribution through partners).

"(b) TAXPAYERS ELECTING CURRENT INCLU-
SION AND 25-PERCENT SHAREHOLDERS.—

(1) IN GENERAL.—If a passive foreign cor-
poration which is not United States controlled is
a qualified electing fund with respect to any
tarpayer or the tarpayer is a 25-percent share-
holder in such corporation, then for purposes of
subpart F of part I1l of subchapter N—

*(A) such passive foreign corporation shall be
treated as a controlled foreign corporation with
respect to such taxpayer,

‘(B) such tarpayer shall be treated as a Unit-
ed States shareholder in such corporation, and

*(C) the modifications of clauses (iii) and (iv)

of subsection (a){1)(A) and of subparagraph (B)
of subsection (a)(1) shall apply in determining
the amount included under such subpart F in
the gross income of such taxpayer (and the
character of the amount so included).
For purposes of section 904(d), any amount in-
cluded in the gross income of the taxpayer
under the preceding sentence shall be treated as
a dividend from a foreign corporation which is
not a controlled foreign corporation.

'"(2) QUALIFIED ELECTING FUND.—For purposes
of this subpart, the term ‘qualified electing
Jund' means any passive foreign corporation
if—

‘““(A) an election by the tarpayer under para-
graph (3) applies to such corporation for the
tarable year of the taxpayer, and

““(B) such corporation complies with such re-
quirements as the Secretary may prescribe for
purposes of carrying out the purposes of this
subpart.

“(3) ELECTION.—

““(A) IN GENERAL.—A tazpayer may make an
election under this paragraph with respect to
any passive foreign corporation for any tarable
vear of the taxpayer. Such an election, once
made with respect to any corporation, shall
apply to all subsequent taxable years of the tax-
payer with respect to such corporation unless
revoked by the tarpayer with the consent of the
Secretary.

“{B) WHEN MADE.—An election under this
subsection may be made for any tarable year of
the tarpayer at any time on or before the due
date (determined with regard to extensions) for
filing the return of the tar imposed by this
chapter for such taxable year. To the extent
provided in regulations, such an election may be
made later than as required in the preceding
sentence where the tarpayer fails to make a
timely election because the taxrpayer reasonably
believes that the corporation was not a passive
foreign corporation.

*‘(4) 25-PERCENT SHAREHOLDER.—For purposes
of this subpart, the term ‘25-percent share-
holder' means, with respect to any passive for-
eign corporation, any United States person who
owns (within the meaning of section 958(a)), or
is considered as owning by applying the rules of
section 958(b), 25 percent or more (by vote or
value) of the stock of such corporation.

“Subpart B—Interest on Holdings To Which
Subpart A Does Not Apply
“Sec. 1293, Interest on tar deferral.
“‘Sec. 1294, Definitions and special rules.
“SEC. 1293. INTEREST ON TAX DEFERRAL.

“(a) TREATMENT OF DISTRIBUTIONS AND STOCK
DISPOSITIONS . —

‘(1) DISTRIBUTIONS.—If a United States per-
son receives an excess distribution in respect of
stock to which this section applies, then—

“'(A) the amount of Lhe excess distribution
shall be allocated ratably to each day in the
tarpayer’s holding period for the stock,

‘““{B) with respect to such ercess distribution,
the taxpayer's gross income for the current year
shall include (as ordinary income) only the
amounts allocated under subparagraph (A) to—
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(i) the current year, or

“(ii) any period in the tarpayer’s holding pe-
riod before the first day of the first tarable year
of the corporation which begins after December
31, 1986, and for which it was a passive foreign
corporation, and

‘“(C) the tax imposed by this chapter for the
current year shall be increased by the deferred
tar amount (determined under subsection (c)).

“‘(2) DisPOSITIONS.—If the tarpayer disposes
of stock to which this section applies, then the
rules of paragraph (1) shall apply to any gain
recognized on such disposition in the same man-
ner as if such gain were an ercess distribution.

*(3) DEFINITIONS.—For purposes of this sub-
part—

“(4) HOLDING PERIOD.—The tarpayer's hold-
ing period shall be determined under section
1223; except that—

‘(i) for purposes of applying this section to an
exrcess distribution, such holding period shall be
treated as ending on the date of such distribu-
tion, and

“'(ii) if section 1291 applied to such stock with
respect to the tarpayer for any prior taxable
year, such holding period shall be treated as be-
ginning on the first day of the first taxable year
beginning after the last taxable year for which
section 1291 so applied.

‘““(B) CURRENT YEAR.—The term ‘current year’
means the taxable year in which the excess dis-
tribution or disposition occurs.

*'(b) EXCESS DISTRIBUTION —

(1) IN GENERAL.—For purposes of this sec-
tion, the term ‘ercess distribution’ means any
distribution in respect of stock received during
any tarable year to the ertent such distribution
does not erceed its ratable portion of the total
excess distribution (if any) for such tarable
year.

"(2) TOTAL EXCESS DISTRIBUTION.—For pur-
poses of this subsection—

““(A) IN GENERAL.—The term ‘total excess dis-
tribution’ means the excess (if any) of—

‘(i) the amount of the distributions in respect
of the stock received by the tarpayer during the
tarable year, over

““(ii) 125 percent of the average amount re-
ceived in respect of such stock by the tazpayer
during the 3 preceding tarable years (or, if
shorter, the portion of the tarpayer’'s holding
period before the taxable year).

For purposes of clause (ii), any exrcess distribu-
tion received during such 3-year period shall be
taken into account only to the extent it was in-
cluded in gross income wunder tion
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son of section 959(a) or for which a deduction is
allowable under section 245(c), and

(@) if a charitable deduction was allowable

under section 642(c) to a trust for any distribu-
tion of its income, proper adfustments shall be
made for the deduction so allowable to the ex-
tent allocable to distributions or gain in respect
of stock in a passive foreign corporation.
For purposes of subparagraph (F), any amount
not includible in gross income by reason of sec-
tion 551(d) (as in effect on January 1, 1992) or
1293(c) (as so in effect) shall be treated as an
amount not includible in gross income by reason
of section 959(a).

“fc) DEFERRED TAX AMOUNT.—For purposes
of this section—

‘(1) IN GENERAL.—The term ‘deferred taxr
amount’ means, with respect to any distribution
or disposition to which subsection (a) applies,
an amount equal to the sum of—

‘“"(A) the aggregate increases in tares de-
scribed in paragraph (2), plus

*(B) the aggregate amount of interest (deter-
mined in the manner provided under paragraph
(3)) on such increases in tax.

Any increase in the tax imposed by this chapt
Jor the current year under subsection (a) to the
extent attributable to the amount referred to in
subparagraph (B) shall be treated as interest
paid under section 6601 on the due date for the
current year.

‘“(2) AGGREGATE INCREASES IN TAXES.—For
purposes of paragraph (1)(A), the aggregate in-
creases in taxres shall be determined by multiply-
ing each amount allocated under subsection
(a)(1)(A) to any taxable year (other than the
current year) by the highest rate of tar in effect
for such tazable year under section 1 or 11,
whichever applies.

“(3) COMPUTATION OF INTEREST.—

*'(A) IN GENERAL.—The amount of interest re-
ferred to in paragraph (1)(B) on any increase
determined under paragraph (2) for any tarable
year shall be determined for the period—

“(i) beginning on the due date for such taz-
able year, and

*(ii) ending on the due date for the tarable
year with or within which the distribution or
disposition occurs,
by using the rates and method applicable under
section 6621 for underpayments of tar for such
period.

‘““4B) DUE DATE.—For purposes of this sub-
section, the term ‘due date’ means the date pre-
scribed by law (determined without regard to ex-
ions) for filing the return of the tar imposed

(a)(1)(B).

“(B) NO EXCESS FOR FIRST YEAR.—The total
excess distributions with respect to any stock
shall be zero for the taxable year in which the
taxpayer's holding period in such stock begins.

“(3) ADIUSTMENTS.—Under regulations pre-
scribed by the Secretary—

“(A) determinations under this subsection
shall be made on a share-by-share basis, except
that shares with the same holding period may be
aggregated,

‘“(B) proper adjustments shall be made for
stock splits and stock dividends,

‘“(C) if the tazpayer does not hold the stock
during the entire taxable year, distributions re-
ceived during such year shall be annualized,

(D) if the taxpayer's holding period includes
periods during which the stock was held by an-
other person, distributions received by such
other person shall be taken into account as if
received by the tarpayer,

“(E) if the distributions are received in a for-
eign currency, determinations under this sub-
section shall be made in such currency and the
amount of any excess distribution determined in
such currency shall be translated into dollars,

‘(F) proper adjustment shall be made for
amounts not includable in gross income by rea-

by this chapter for the tazable year.

‘“C) SPECIAL RULE.—For purposes of deter-
mining the amount of interest referred to in
paragraph (1)(B), the amount of any increase in
tar determined under paragraph (2) shall be de-
termined without regard to any reduction under
section 1294(d) for a tax described in paragraph
(2)(A)(ii) thereof.

“SEC. 1294. DEFINITIONS AND SPECIAL RULES.
“(a) STOCK TO WHICH SECTION 1293 APPLIES.—
‘(1) IN GENERAL.—Ezxcept as otherwise pro-

vided in this paragraph, section 1293 shall apply

to any stock in a passive foreign corporation
unless—

“(A4) such stock is marketable stock as of the
time of the distribution or disposition involved,
or

“(B)(i) with respect to each of such corpora-
tion's taxable years which begin after December
31, 1992, and include any portion of the tax-
payer's holding period in such stock—

“(I) such corporation was U.S. controlled
(within the meaning of section 1292(a)(2)), or

“(11) such corporation was treated as a con-
trolled foreign corporation under section 1292(b)
with respect to the tarpayer, and

‘(i) with respect to each of such corpora-
tion's tarable years which begin after December
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31, 1986, and before January 1, 1993, and include
any portion of the tarpayer’s holding period in
such stock, such corporation was treated as a
gualified electing fund under this part (as in ef-
fect on January 1, 1992) with respect to the taz-

er.
iM'!f‘(a‘) TREATMENT WHERE STOCK BECOMES MAR-
KETARLE.—If any stock in a passive foreign cor-
poration becomes marketable stock after the be-
ginning of the taxpayer’s holding period in such
stock, section 1293 shall apply to—

"“(A) any distributions with respect to, or dis-
position of, such stock in the tarable year of the
taxpayer in which it becomes so marketable, and

“{B) any amount which, but for section 1293,
would have been included in gross income under
section 1291(a) with respect to such stock for
such tazable year in the same manner as if such
amount were gain on the disposition of such
stock.

"(3) ELECTION TO RECOGNIZE GAIN WHERE
COMPANY BECOMES SUBJECT TO CURRENT INCLU-
SIONS.—

“(A) IN GENERAL.—If—

‘(i) a passive foreign corporation first meets
the requirements of clause (i) of paragraph
(1){B) with respect to the taxpayer for a tarable
year of such tarpayer which begins after De-
cember 31, 1992,

“(ii) the tarpayer holds stock in such com-
pany on the first day of such tarable year, and

‘'(ifi) the taxpayer establishes to the satisfac-
tion of the Secretary the fair market value of
such stock on such first day,
the taxpayer may elect to recognize gain as if he
sold such stock on such first day for such fair
market value.

‘“(B) ADDITIONAL ELECTION FOR SHAREHOLDER
OF CONTROLLED FOREIGN CORPORATIONS.—

(i) IN GENERAL.—If—

(1) a passive foreign corporation first meets
the requirements of subclause (1) of paragraph
(I1)(B)(i) with respect to the tazpayer for a taz-
able year of such tarpayer which begins after
December 31, 1992,

“(11) the taxpayer holds stock in such cor-
po;atian on the first day of such taxable year,
an

“(III) such corporation is a controlled foreign
corporation without regard to this part,
the taxrpayer may elect to be treated as receiving
a dividend on such first day in an amount equal
to the portion of the post-1986 earnings and
profits of such corporation atiributable (under
regulations prescribed by the Secretary) to the
stock in such corporation held by the taxpayer
on such first day. The amount treated as a divi-
dend under the preceding sentence shall be
treated as an exrcess distribution and shall be al-
located under section 1293(a)(1)(A) only two
days during periods taken into account in deter-
mining the post-1986 earnings and profits so at-
tributable.

““(ii) POST-1986 EARNINGS AND PROFITS.—For
purposes of clause (i), the term ‘post-1986 earn-
ings and profits' means earnings and profits
which were accumulated in taxable years of the
corporation beginning after December 31, 1986,
and during the period or periods the stock was
held by the tazpayer while the corporation was
a passive foreign corporation.

*‘(iii) COORDINATION WITH SECTION 959(e).—
For purposes of section 959(e), any amount
treated as a dividend under this subparagraph
shall be treated as included in gross income
under section 1248(a).

“{C) ADJUSTMENTS.—In the case of any stock
to which subparagraph (A) or (B) applies—

(i) the adjusted basis of such stock shall be
increased by the gain recognized under subpara-
graph (A) or the amount treated as a dividend
under subparagraph (B), as the case may be,
and

‘(i) the tarpayer’s holding period in such
stock shall be treated as beginning on the first
day referred to in such subparagraph.



4856

‘'(b) RULES RELATING TO STOCK ACQUIRED
FROM A DECEDENT.—

‘(1) BASIS.—In the case of stock of a passive
foreign corporation acquired by bequest, devise,
or inheritance (or by the decedent’s estate), not-
withstanding section 1014, the basis of such
stock in the hands of the person so acquiring it
shall be the adjusted basis of such stock in the
hands of the decedent immediately before his
death (or, if lesser, the basis which would have
been determined under section 1014 without re-
gard to this paragraph).

‘‘(2) DEDUCTION FOR ESTATE TAX.—If stock in
a passive foreign corporation is acquired from a
decedent, the tarpayer shall, under regulations
prescribed by the Secretary, be allowed (for the
tarable year of the sale or exchange) a deduc-
tion from gross income egual to that portion of
the decedent's estate tax deemed paid which is
attributable to the ercess of (A) the value at
which such stock was taken into account for
purposes of determining the value of the dece-
dent's gross estate, over (B) the basis determined
under paragraph (1).

“(3) EXCEPTIONS.—This subsection shall not
apply to any stock in a passive foreign corpora-
tion if—

"MJ; section 1293 would not have applied to a
disposition of such stock by the decedent imme-
diately before his death, or

“(B) the decedent was a nonresident alien at
all times during his holding period in such
stock.

*(c) RECOGNITION OF GAIN.—FExcept as other-
wise provided in regulations, in the case of any
transfer of stock in a passive foreign company to
which section 1293 applies, where (but for this
subsection) there is not full recognition of gain,
the excess (if any) of—

‘(1) the fair market value of such stock, over

““(2) its adjusted basis,
shall be treated as gain from the sale or ex-
change of such stock and shall be recognized
notwithstanding any provision of law. Proper
adjustment shall be made to the buasis of prop-
erty for gain recognized under the preceding

sentence.

“'(d) COORDINATION WITH FOREIGN TAX CRED-
IT RULES.—

‘(1) IN GENERAL.—If there are creditable for-
eign tares with respect to any distribution in re-
spect of stock in a passive foreign corporation—

‘(A) the amount of such distribution shall be
determined for purposes of section 1293 with re-
gard to section 78,

“(B) the excess distribution tazes shall be al-
located ratably to each day in the larpayer's
holding period for the stock, and

"(C) to the extent—

“(i) that such excess distribution tares are al-
located to a tarable year referred to in section
1293(a)(1)(B), such tazes shall be taken into ac-
count under section 901 for the current year,
and

*‘(ii) that such excess distribution tazes are al-
located to any other tarable year, such taxes
shall reduce (subject to the principles of section
904 and not below zero) the increase in tar de-
termined under section 1293(c)(2) for such laz-
able year by reason of such distribution (but
such tares shall not be taken into account
under section 901).

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

“(A) CREDITABLE FOREIGN TAXES.—The term
‘creditable foreign tares' means, with respect to
any distribution—

‘(i) any foreign tares deemed paid under sec-
tion 902 with respect to such distribution, and

“(ii) any withholding taxr imposed with re-
spect to such distribution,
but only if the tarpayer chooses the benefils of
section 501 and such tares are creditable under
section 901 (determined withoul regard to para-
graph (1)(C)(ii)).
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‘(B) EXCESS DISTRIBUTION TAXES.—The term
‘excess distribution tazes’ means, with respect to
any distribution, the portion of the creditable
foreign taxes with respect to such distribution
which is attributable (on a pro rata basis) to the
portion of such distribution which is an ercess
distribution.

“(C) SecTiON 1248 GAIN.—The rules of this
subsection also shall apply in the case of any
gain which but for this section would be includ-
iga‘eain gross income as a dividend under section
1248.

‘'(e) ATTRIBUTION OF OWNERSHIP.—For pur-
poses of this subpart—

(1) ATTRIBUTION TO UNITED STATES PER-
SONS.—This subsection—

“(A) shall apply to the extent that the effect
is to treat stock of a passive foreign corporation
as owned by a United States person, and

“(B) except as provided in paragraph (3) or in
regulations, shall not apply to treat stock owned
(or treated as owned under this subsection) by a
United States person as owned by any other
person.

*“(2) CORPORATIONS.—

*“(A) IN GENERAL.—If 50 percent or more in
value of the stock of a corporation (other than
an 8 corporation) is owned, directly or indi-
rectly, by or for any person, such person shall
be considered as owning the stock owned di-
rectly or indirectly by or for such corporation in
that proportion which the value of the stock
which such person so owns bears to the value of
all stock in the corporation.

“(B) 50-PERCENT LIMITATION NOT TO APPLY IN
CERTAIN CASES.—For purposes of determining
whether a shareholder of a passive foreign cor-
poration (or whether a United States share-
holder of a controlled foreign corporation which
is not a passive foreign corporation) is treated
as owning stock owned directly or indirectly by
or for such corporation, subparagraph (A) shall
be applied without regard to the 50-percent limi-
tation contained therein.

“(C) FAMILY AND PARTNER ATTRIBUTION FOR
50-PERCENT LIMITATION.—For purposes of deter-
mining whether the 50-percent limitation of sub-
paragraph (A) is met, the constructive owner-
ship rules of section 544(a)(2) shall apply in ad-
dition to the other rules of this subsection.

“{3) PARTNERSHIPS, ETC.—Except as provided
in regulations, stock owned, directly or indi-
rectly, by or for a partnership, S corporation,
estate, or trust shall be considered as being
owned proportionately by its partners, share-
holders, or beneficiaries (as the case may be).

**(4) OPTIONS.—To the ertent provided in reg-
ulations, if any person has an option to acquire
stock, such stock shall be considered as owned
by such person. For purposes of this paragraph,
an option to acquire such an option, and each
one of a series of such options, shall be consid-
ered as an option to acquire such stock.

**(5) SUCCESSIVE APPLICATION.—Stock comsid-
ered to be owned by a person by reason of the
application of paragraph (2), (3), or (4) shall,
for purposes of applying such paragraphs, be
considered as actually owned by such person.

‘“(f) OTHER SPECIAL RULES.—For purposes of
this subpart—

(1) TIME FOR DETERMINATION.—Stock heid by
a taxrpayer shall be treated as stock in a passive
Joreign corporation if, at any time during the
holding period of the tarpayer with respect to
such stock, such corporation (or any prede-
cessor) was a passive foreign corporation. The
preceding sentence shall not apply if the tax-
payer elects to recognize gain (as of the last day
of the last taxable year for which the company
was a passive foreign corporation) under rules
similar to the rules of subsection (a)(3)(A).

‘“(2) APPLICATION OF SUBPART WHERE STOCK
HELD BY OTHER ENTITY.—Under regulations—

“(A) IN GENERAL—In any case in which a
United States person is treated as owning stock

March 10, 1992

in a passive foreign corporation by reason of
subsection (e)—

‘(i) any lransaction which results in the
United States person being treated as no longer
owning such stock,

‘(i) any disposition of such stock by the per-
son owning such stock, and

‘U(iii) any distribution of property in respect of
such stock to the person holding such stock,
shall be treated as a disposition by, or distribu-
tion to, the United States person with respect to
the stock in the passive foreign corporation.

(B) AMOUNT TREATED IN SAME MANNER AS
PREVIOUSLY TAXED INCOME.—Rules similar to
the rules of section 959(b) shall apply to any
amount described in subparagraph (A) in re-
spect of stock which the taxpayer is treated as
owning under subsection (e).

*(C) COORDINATION WITH SECTION 951.—If, but
for this subparagraph, an amount would be
taken into account under section 1293 by reason
of subparagraph (A) and such amount would
also be included in the gross income of the tazx-
payer under section 951, such amount shall only
be taken into account under section 1293.

*(3) D1sPOSITIONS.—Except as provided in reg-
ulations, if a taxpayer uses any stock in a pas-
sive foreign corporation as security for a loan,
the taxpayer shall be treated as having disposed
of such stock.

“Subpart C—General Provisions
“Sec. 1296. Passive foreign corporation.
“‘Sec. 1297. Special rules.
“SEC. 1296, PASSIVE FOREIGN CORPORATION.

*‘(a) IN GENERAL—For purposes of this part,
except as otherwise provided in this subpart, the
term ‘passive foreign corporation’ means any
foreign corporation if—

‘(1) 60 percent or more of the gross income of
such corporation for the taxable year is passive
income,

“(2) the average percentage of assels (by
value) held by such corporation during the taz-
able year which produce passive income or
which are held for the production of passive in-
come is at least 50 percent, or

““(3) such corporation is registered under the

Investment Company Act of 1940, as amended
(15 U.S.C. 80a-1 to 80b-2), either as a manage-
ment company or as a unit investment trust.
A foreign corporation may elect to have the de-
termination under paragraph (2) based on the
adjusted bases of its assets in lieu of their value.
Such an election, once made, may be revoked
only with the consent of the Secretary.

‘'(b) PASSIVE INCOME.—For purposes of this
section—

‘(1) IN GENERAL.—Ezcept as otherwise pro-
vided in this subsection, the term ‘passive in-
come’ means any income which is of a kind
which wouwld be foreign personal holding com-
pany income as defined in section 954(c) without
regard to paragraph (3) thereof.

*(2) EXCEPTIONS.—Ezxcept as provided in regu-
lations, the term ‘passive income’ does not in-
clude any income—

“‘(A) derived in the active conduct of a bank-
ing business by an institution licensed to do
business as a bank in the United States (or, to
the extent provided in regulations, by any other
corporation),

“(B) derived in the active conduct of an in-
surance business by a corporation which is pre-
dominantly engaged in an insurance business
and which would be subject to tax under sub-
chapter L if it were a domestlic corporation,

““(C) which is interest, a dividend, or a rent or
royalty, which is received or accrued from a re-
lated person (within the meaning of section
954(d)(3)) to the extent such amount is properly
allocable (under regulations prescribed by the
Secretary) to income of such related person
which is not passive income, or
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‘(D) any foreign trade income of a FSC.

For purposes of subparagraph (C), the term ‘re-
lated person' has the meaning given such term
by section 954(d)(3) determined by substituting
‘foreign corporation’ for ‘controlled foreign cor-
poration’ each place it appears in section
954(d)(3).

“'(3) TREATMENT OF INCOME FROM CERTAIN AS-
SETS.—To the extent that any asset is properly
treated as not held for the production of passive
income for purposes of subsection (a)(2), all in-
come from such asset shall be treated as income
which is not passive income.

“(c) LOOK-THROUGH IN CASE OF 25-PERCENT
OWNED CORPORATION.—If @ foreign corporation
owns (directly or indirectly) at least 25 percent
(by value) of the stock of another corporation,
for purposes of determining whether such for-
eign corporation is a passive foreign corpora-
tion, such foreign corporation shall be treated
as if it—

“(1) held its proportionate share of the assets
of such other corporation, and

*(2) received directly its proportionate share
of the income of such other corporation.

“SEC. 1297. SPECIAL RULES.

“(a) UNITED STATES PERSON.—For purposes of
this part, the term ‘United States person' has
the meaning given to such term by section
7701(a)(30).

*“(b) CONTROLLED FOREIGN CORPORATION.—
For purposes of this part, the term ‘controlled
Joreign corporation’ has the meaning given such
term by section 957(n).

‘““fc) MARKETABLE STOCK.—For purposes of
this part—

(1) IN GENERAL.—The term ‘marketable stock’
means—

“(A) any stock which is regularly traded on—

“(i) a national securities exchange which is
registered with the Securities and Ezrchange
Commission or the national market system es-
tablished pursuant to section 11A of the Securi-
ties and Exchange Act of 1934, or

“(if) any exchange or other market which the
Secretary determines has rules adeguate to
carry out the purposes of this part, and

“(B) to the ertent provided in regulations,
stock in any foreign corporation which is com-
parable to a regulated investment company and
which offers for sale or has outstanding any
stock of which it is the issuer and which is re-
deemable at its net asset value.

‘‘(2) SPECIAL RULE FOR REGULATED INVEST-
MENT COMPANIES.—In the case of any regulated
investment company which is offering for sale or
has outstanding any stock of which it is the is-
suer and which is redeemable at its net asset
value, all stock in a passive foreign corporation
which it owns (or is treated under section
1291(g) as owning) shall be treated as market-
able stock for purposes of this part. Except as
provided in regulations, a similar rule shall
apply in the case of any other regulated invest-
ment company.

‘“(d) OTHER SPECIAL RULES.—For purposes of
this part—

*'(1) CERTAIN CORPORATIONS NOT TREATED AS
PASSIVE.—A corporation shall not be treated as
a passive foreign corporation for the Ist taxable
year such corporation has gross income (herein-
after in this paragraph referred to as the 'start-
up year’) if—

“(A) no predecessor of such corporation was a
passive foreign corporation,

‘““(B) it is established to the satisfaction of the
Secretary that such corporation will not be a
passive foreign corporation for either of the Ist
2 taxable years following the start-up year, and

"(C) such corporation i3 not a passive foreign
corporation for either of the st 2 tarable years
Jollowing the start-up year.

“(2) CERTAIN CORPORATIONS CHANGING BUSI-
NESSES.—A corporation shall not be treated as a
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passive foreign corporation for any taxable year

‘(A) neither such corporation (nor any prede-
cessor) was a passive foreign corporation for
any prior tarable year,

‘“{B) it is established to the satisfaction of the
Secretary that—

‘(i) substantially all of the passive income of
the corporation for the tarxable year is atirib-
utable to proceeds from the disposition of 1 or
more active trades or businesses, and

““fii) such corporation will not be a passive
foreign corporation for either of the Ist 2 tarable
years following the taxable year, and

“(C) such corporation is not a passive foreign
corporation for either of such 2 taxable years.
For purposes of section 1296(c), any passive in-
come referred to in subparagraph (B)(i) shall be
treated as income which is not passive income
and any assets which produce income so de-
scribed shall be treated as assels producing in-
come other than passive income.

*(3) TREATMENT OF CERTAIN FOREIGN COR-
PORATIONS OWNING STOCK IN 25-PERCENT OWNED
DOMESTIC CORPORATION.—

‘““(A) IN GENERAL.—If a foreign corporation
owns at least 25 percent (by value) of the stock
of a domestic corporation, for purposes of deter-
mining whether such foreign corporation is a
passive foreign corporation, any qualified stock
held by such domestic corporation shall be lreat-
ed as an asset which does not produce passive
income (and is not held for the production of
passive income) and any amount included in
gross income with respect to such stock shall not
be treated as passive income.

*(B) QUALIFIED STOCK.—For purposes of sub-
paragraph (A), the term ‘qualified stock' means
any stock in a C corporation which is a domes-
tic corporation and which is not a regulated in-
vestment company or real estale investment
trust.

‘“(4) TREATMENT OF CORPORATION WHICH WAS
A PFIC.—A corporation shall be treated as a pas-
sive foreign corporation for any tarable year be-
ginning before January 1, 1993, if and only if
such corporation was a passive foreign invest-
ment company under this part as in effect for
such taxable year.

‘‘(5) SEPARATE INTERESTS TREATED AS SEPA-
RATE CORPORATIONS.—Under regulations pre-
scribed by the Secretary, where necessary to
carry out the purposes of this part, separate
classes of stock (or other interests) in a corpora-
tion shall be lreated as interests in separale cor-
porations.

““(e) TREATMENT OF CERTAIN LEASED PROP-
ERTY.—For purposes of section 1296(a)(2)—

“(1) IN GENERAL—Any tangible personal
praperty with respect lo which the foreign cor-
poration is the lessee under a lease with a term
of at least 12 months shall be treated as an asset
actually held by such corporation.

*“(2) DETERMINATION OF VALUE.—

““(A) IN GENERAL—The value of any asset to
which paragraph (1) applies shall be the lesser
of—

““(i) the fair market value of such property, or

*(ii) the unamortized portion (as determined
under regulations prescribed by the Secretary)
of the present value of the payments under the
lease for the use of such property.

“‘({B) PRESENT VALUE.—For purposes of sub-
paragraph (A), the present value of payments
described in subparagraph (A)(ii) shall be deter-
mined in the manner provided in regulations
prescribed by the Secretary—

‘(i) as of the beginning of the lease term, and

*“(ii) except as provided in such regulations,
by using a discount rate equal to the applicable
Federal rate determined under section 1274(d)—

(1) by substituting the lease term for the term
of the debt instrument, and

“(I1) without regard to paragraph (2) or (3)
thereof.

4857

"“(3) EXCEPTIONS.—This subsection shall not
apply in any case where—

“(A) the lessor is a related person (as defined
in the last sentence of section 1296(b)(2)) with
respect to the foreign corporation, or

“(B) a principal purpose of leasing the prop-
erty was to aveid the provisions of this part.

‘“(f) ELECTION BY CERTAIN PASSIVE FOREIGN
CORPORATIONS TO BE TREATED AS A DOMESTIC
CORPORATION.—

*(1) IN GENERAL.—For purposes of this title,
if—

“(A) a passive foreign corporation would
gualify as a regulated investment company
under part I of subchapter M if such passive
Joreign corporation were a domestic corporation,

“(B) such passive foreign corporation meets
such requirements as the Secretary shall pre-
scribe to ensure that the taxres imposed by this
title on such passive foreign corporation are
paid, and

“(C) such passive foreign corporation makes
an election to have this paragraph apply and
waives all benefits which are granted by the
United States under any treaty and to which
such corporation would otherwise be entitled by
reason of being a resident of another country,
such corporation shall be treated as a domestic
corporation.

*'(2) CERTAIN RULES MADE APPLICABLE.—Rules
similar to the rules of paragraphs (2), (3), (4)(A),
and (5) of section 953(d) shall apply with respect
to any corporation making an election under
paragraph (1).

“lg) SPECIAL RULES FOR CERTAIN TAX-
PAYERS.—

‘(1) TAX-EXEMPT ORGANIZATIONS.—In the
case of any organization exempt from tax under
section 501—

““(4) this part shall apply to any stock in a
passive foreign corporation owned (or treated as
owned under section 1294(e)) by such organiza-
tion only to the extent that a dividend on such
stock would be taken into account in determin-
ing the unrelated business tarable income of
such organization, and

‘(B) to the extent that this part applies to
any such stock, this part shall be applied in the
same manner as if such organization were not
erempt from taxr under section 501(a).

*'(2) TREATMENT OF STOCK HELD BY POOLED
INCOME FUND.—If stock in a passive foreign cor-
poration is owned (or treated as owned under
section 1294(e)) by a pooled income fund (as de-
fined in section 642(c)(5)) and no portion of any
gain from a disposition of such stock may be al-
located to income under the terms of the govern-
ing instrument of such fund—

““(A) section 1293 shall not apply to any gain
on a disposition of such stock by such fund if
(without regard to section 1293) a deduction
would be allowable with respect to such gain
under section 642(c)(3),

““(B) subpart A shall not apply with respect to
such stock, and

*(C) in determining whether section 1293 ap-
plies to any distribution in respect of such stock,
such stock shall be treated as failing to qualify
Jor the exceptions under section 1294(a)(1).

““th) INFORMATION FROM SHAREHOLDERS.—
Every United States person who owns stock in
any passive foreign corporation shall furnish
with respect to such corporation such informa-
tion as the Secretary may prescribe,

‘(i) REGULATIONS.—The Secretary shall pre-
scribe such regulations as may be necessary or
appropriate to carry out the purposes of this
part, including regulations—

‘(1) providing that gross income shall be de-
termined without regard to section 1293 for such
purposes as may be specified in such regula-
tions, and

‘(2) to prevent idance of the provisi of
this part through changes in citizenship or resi-
dence status."




4858

(b) INSTALLMENT SALES TREATMENT NoOT
AVAILABLE.—Paragraph (2) of section 453(k) is
amended by striking “‘or” at the end of subpara-
graph (A), by inserting ‘‘or" at the end of sub-
paragraph (B), and by adding at the end there-
of the following new subparagraph:

**(C) stock in a passive foreign corporation (as
defined in section 1296) if section 1293 applies to
such sale,"".

(c) TREATMENT OF MARK-TO-MARKET GAIN
UNDER SECTION 4982.—

(1) Subsection (e) of section 4982 is amended
by adding at the end thereof the following new
paragraph:

“'(6) TREATMENT OF GAIN RECOGNIZED UNDER
SECTION 1291.—For purposes of determining a
regulated investment company's ordinary in-
come—

“(A) notwithstanding paragraph (1)(C), sec-
tion 1291 shall be applied as if such company's
tarable year ended on October 31, and

‘“(B) any ordinary gain or loss from an actual

disposition of stock in a passive foreign corpora-
tion during the portion of the calendar year
after October 31 shall be taken into account in
determining such company's ordinary income
Jor the following calendar year.
In the case of a company making an election
under paragraph (4), the preceding sentence
shall be applied by substituting the last day of
the company's taxable year for October 31."

(2) Subsection (b) of section 852 is amended by
adding at the end thereof the following new
paragraph:

‘“(10) SPECIAL RULE FOR CERTAIN LOSSES ON
STOCK IN PASSIVE FOREIGN CORPORATIONS.—To
the extent provided in regulations, the tarable
income of a regulated investment company
(other than a company to which an election
under section 4982(e)(4) applies) shall be com-
puted without regard to any net reduction in
the value of any stock of a passive foreign cor-
poration to whichk section 1291 applies occurring
after October 31 of the tarable year, and any
such reduction shall be treated as occurring on
the first day of the following tazable year."

(3) Subsection (c) of section 852 is amended by
inserting after “October 31 of such year'' the
Sfollowing: **, without regard to any net reduc-
tion in the value of any stock of a passive for-
eign corporation to which section 1291 applies
occurring after December 31 of such year,”.

(d) TREATMENT OF CERTAIN PREVIOUSLY
TAXED AMOUNTS.—Subsection (e) of section 959

is amended—

(1) by adding at the end thereof the following
new sentence: ‘A similar rule shall apply in the
case of amounts included in gross income under
section 1293 (as in effect on January 1, 1992).",
and

(2) by striking ‘‘AMOUNTS PREVIOUSLY TAXED
UNDER SECTION 1248 in the subsection heading
and inserting “CERTAIN PREVIOUSLY TAXED
AMOUNTS"".

SEC. 4403. TECHNICAL AND CONFORMING AMEND-
MENTS.

(a) GENERAL RULE.—
(1) Paragraph (2) of section I7I(c) is amend-

(A) by striking *‘, or by a foreign personal
ha{‘dmg company, as defined in section 552",
an

(B) by striking **, or a foreign personal hold-
ing company .

(2) Section 312 is amended by striking sub-
section (j).

(3) Subsection (m) of section 312 is amended by
striking ', a foreign investment company (with-
in the meaning of section 1246(b)), or a foreign
personal holding company (within the meaning
of section 552)" and inserting ‘‘or a passive for-
eign corporation (as defined in section 1296)"".

(4) Subsection (e) of section 443 is amended by
striking paragraph (3) and by redesignating

CONGRESSIONAL RECORD—SENATE

paragraphs (4) and (5) as paragraphs (3) and
(4), respectively.

(5) Clause (ii) of section 465(c)(7)(B) is amend-
ed to read as follows:

‘‘(ii) a passive foreign corporation with re-
spect to which the stock ownership requirements
of section 1292(a)(2)(B) are met, or"",

(6) Subsection (b) of section 535 is amended by
striking paragraph (9).

(7) Subsection (d) of section 535 is hereby re-
pealed.

(8) Paragraph (1) of section 543(b) is amended
by inserting "and’' at the end of subparagraph
(A), by striking **, and’ at the end of subpara-
graph (B) and inserting a period, and by strik-
ing subparagraph (C).

(9) Paragraph (1) of section 562(b) is amended
by striking “‘or a foreign personal holding com-
pany described in section 552"".

(10) Section 563 is amended—

(A) by striking subsection (c),

(B) by redesignating subsection (d) as sub-
section (c), and

(C) by striking *‘subsection (a), (b), or (c)" in
subsection (c) (as so redesignated) and inserting
“subsection (a) or (b)".

(11) Paragraph (2) of section 751(d) is amend-
ed by striking *‘subsection (a) of section 1246 (re-
lating to gain on foreign investment company
stock)" and inserting “‘section 1291 (relating to
stock in cerlain passive foreign corporations
marked to market)".

(12) Subsection (b) of section 851 is amended
by striking the sentence following paragraph
(4)(B) which contains a reference to section
1293(a).

(13) Subsection (d) of section 904 is amended
by striking paragraphs (2)(A)ii), (2} E)iii), and
(3)(1).

(14)(A) Subparagraph (A) of section 904(g)(1)
is amended to read as follows:

‘“(A) Any amount included in gross income
under section 951(a) (relating to amounts in-
cluded in gross income of United States share-
holders)."

(B) The paragraph heading of paragraph (2)
of section 904(g) is amended by striking '‘AND
FOREIGN PERSONAL HOLDING OR PASSIVE FOREIGN
INVESTMENT COMPANY"".

(15) Section 951 is amended by striking sub-
sections (c), (d), and (f), and by redesignating

bsection (e) as subsection (c).

(16) Paragraph (1) of section 986(c) is amended
by striking “or 1293(c)"".

(17) Paragraph (3) of section 989(b) is amend-
ed by striking **, 551(a), or 1293(a)’".

(18) Paragraph (5) of section 1014(b) is hereby
repealed.

(19) Subsection (a) of section 1016 is amended
by striking paragraph (13) and by redesignating
the following paragraphs accordingly.

(20) Paragraph (3) of section 1212(a) is amend-
ed—

(A) by striking subparagraph (A),

(B) by redesignating subparagraphs (B) and
(C) as subparagraphs (A) and (B), respectively,
and

(C) by amending subparagraph (D) to read as
Jollows:

*“(C) for which it is a passive foreign corpora-
tion.”

(21) Section 1223 is amended by striking para-
graph (10) and by redesignating the following
paragraphs accordingly.

(22) Subsection (d) of section 1248 is amended
by striking paragraphs (5) and (7).

(23)(A) Subsection (a) of section 6035 is
amended by striking *‘foreign personal holding
company (as defined in section 552)"" and insert-
ing ‘‘passive foreign corporation with respect to
which the stock ownership requirements of sec-
tion 1292(a)(2)(B) are met''.

(B) The section heading for section 6035 is
amended by striking ‘'foreign personal holding

March 10, 1992

companies’ and inserting ‘‘closely held pas-
sive corpora s

(C) The table of sections for subpart A of part
111 of subchapter A of chapter 61 is amended by
striking *‘foreign personal holding companies’
in the item relating to section 6035 and inserting
‘closely-held passive foreign corporations’’,

(24) Subparagraph (D) of section 6103(e)(1) is
amended by striking clause (iv) and redesignat-
ing clauses (v) and (vi) as clauses (iv) and (v),
respectively.

(25) Subparagraph (B) of section 6501(e)(1) is
amended to read as follows:

‘‘(B) CONSTRUCTIVE DIVIDENDS.—If the taz-
payer omits from gross income an amount prop-
erly includible therein under section 951(a), the
tar may be assessed, or a proceeding in court for
the coilection of such tax may be done without
assessing, at any time within 6 years after the
return was filed."

(26) Section 4947 and section 4948(c)(4) are
each amended by striking *'556(b)(2),”" each
place it appears.

(b) CLERICAL AMENDMENTS.—

(1) The table of parts for subchapter G of
chapter I is amended by striking the item relat-
ing to part II.

(2) The table of sections for part IV of sub-
chapter P of chapter 1 is amended by striking
the items relating to sections 1246 and 1247.

(3) The table of parts for subchapter P of
chapter 1 is amended by striking the item relat-
ing to part VI and inserting the following:

“Part VI. Treatment of passive foreign corpora-
tions.”"
SEC. 4404. EFFECTIVE DATE.

(a) GENERAL RULE.—Except as otherwise pro-
vided in this section, the amendments made by
this part shall apply to—

(1) tarable years of United States persons be-
ginning after December 31, 1992, and

(2) tazable years of foreign corporations end-
ing with or within such taxable years of United
States persons,

(b) DENIAL OF INSTALLMENT SALES TREAT-
MENT.—The amendment made by section 3402(b)
shall apply to dispositions after December 31,
1992,

(c) BaSis RULE—The amendments made by
this part shall not affect the determination of
the basis of any stock acquired from a decedent
in a taxable year beginning before January I,
1993.

PART II—-TREATMENT OF CONTROLLED

FOREIGN CORPORATIONS
SEC. 4411. GAIN ON CERTAIN STOCK SALES BY
CONTROLLED FOREIGN CORPORA-
TIONS TREATED AS DIVIDENDS.

(a) GENERAL RULE—Section 964 (relating to
miscellaneous provisions) is amended by adding
at the end thereof the following new subsection:

“tf) GAIN ON CERTAIN STOCK SALES BY CON-
TROLLED FOREIGN CORPORATIONS TREATED AS
DIVIDENDS.—

‘(1) IN GENERAL.—If a controlled foreign cor-
poration sells or exchanges stock in any other
Joreign corporation, gain recognized on such
sale or exchange shall be included in the gross
income of such controlled foreign corporation as
a dividend to the same extent that it would have
been so included under section 1248(a) if such
controlled foreign corporation were a United
States person. For purposes of determining the
amount which would have been so includible,
the determination of whether such other foreign
corporation was a controlled foreign corporation
shall be made without regard to the preceding
sentence.

‘‘(2) SAME COUNTRY EXCEPTION NOT APPLICA-
BLE.—Clause (i) of section 954(c)(3)(A) shall not
apply to any amount treated as a dividend by
reason of paragraph (1).

*“(3) CLARIFICATION OF DEEMED SALES.—For
purposes of this subsection, a controlled foreign
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corporation shall be treated as having sold or
exchanged any stock if, under any provision of
this subtitle, such controlled foreign corporation
is treated as having gain from the sale or ex-
change of such stock."'.

(b) AMENDMENT OF SECTION 904(d).—Clause (i)
of section 904(d)(2)(E) is amended by striking
“and ercept as provided in regulations, the tax-
payer was a United States shareholder in such
corporation’’.

(c) EFFECTIVE DATES.—

(1) The amendment made by subsection (a)
shall apply to gain recognized on transactions
occurring after the date of the enactment of this
Act.

(2) The amendment made by subsection (b)
shall apply to distributions after the date of the
enactment of this Act.

SEC. 4412. AUTHORITY TO PRESCRIBE SIM-
PLIFIED METHOD FOR APPLYING
SECTION 960(b)(2).

(a) GENERAL RULE.—Paragraph (2) of section
960(b) is amended by adding at the end thereof
the following new sentence: '‘The Secretary may
prescribe regulations requiring the use of sim-
plified methods set forth in such regulations for
determining the amount of the increase referred
to in the preceding sentence.”’

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall take effect on the date of
the enactment of this Act.

SEC. 4413. MISCELLANEOUS MODIFICATIONS TO
SUBPARTF.

fa) SECTION 1248 GAIN TAKEN INTO ACCOUNT
IN DETERMINING PRO RATA SHARE.—

(1) IN GENERAL.—Paragraph (2) of section
951(a) (defining pro rata share of subpart F in-
come) is amended by adding at the end thereof
the following new sentence: ‘‘For purposes of
subparagraph (B), any gain included in the
gross income of any person as a dividend under
section 1248 shall be treated as a distribution re-
ceived by such person with respect to the stock
involved.""

{2) EFFECTIVE DATE—The amendment made
by paragraph (1) shall apply to dispositions
after the date of the enactment of this Act.

(b) BASIS ADJUSTMENTS IN STOCK HELD BY
FOREIGN CORPORATION.—

(1) IN GENERAL.—Section 961 (relating to ad-
justments to basis of stock in controlled foreign
corporations and of other property) is amended
by adding at the end thereof the following new
subsection:

“(c) BASIS ADJUSTMENTS IN STOCK HELD BY
FOREIGN CORPORATION.—Under regulations pre-
scribed by the Secretary, if a United States
shareholder is treated under section 958(a)(2) as
owning any stock in a controlled foreign cor-
poration which is actually owned by another
controlled foreign corporation, adjustments
similar to the adjustments provided by sub-
sections (a) and (b) shall be made to the basis of
such stock in the hands of such other controlled
foreign corporation, but only for the purposes of
determining the amount included under section
951 in the gross income of such United States
shareholder (or any other United States share-
holder who acquires from any person any por-
tion of the interest of such United States share-
holder by reason of which such shareholder was
treated as owning such stock, but only to the
extent of such portion, and subject to such proof
of identity of such interest as the Secretary may
prescribe by regulations)."

{2) EFFECTIVE DATE.—The amendment made
by paragraph (1) shall apply for purposes of de-
termining inclusions for taxable years of United
States shareholders beginning after December
31, 1992.

(c) DETERMINATION OF PREVIOUSLY TAXED IN-
COME IN SECTION 304 DISTRIBUTIONS, ETC.—

(1) IN GENERAL.—Section 959 (relating to ex-
clusion from gross income of previously tared
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earnings and profits) is amended by adding at
the end thereof the following new subsection:

‘“(f) ADJUSTMENTS FOR (CERTAIN TRANS-
ACTIONS.—If by reason of—

(1) a transaction to which section 304 ap-
plies,

*(2) the structure of a United States share-
holder's holdings in controlled foreign corpora-
tions, or

“(3) other circumstances,
there would be a multiple inclusion of any item
in income (or an inclusion or exclusion without
an appropriate basis adjustment) by reason of
this subpart, the Secretary may prescribe regu-
lations providing such modifications in the ap-
plication of this subpart as may be necessary to
eliminate such multiple inclusion or provide
such basis adjustment, as the case may be.”’

(2) EFFECTIVE DATE.—The amendment made
by paragraph (1) shall take effect on the date of
the enactment of this Act.

(d) CLARIFICATION OF TREATMENT OF BRANCH
TAX EXEMPTIONS OR REDUCTIONS.—

(1) IN GENERAL.—Subsection (b) of section 952
is amended by adding at the end thereof the fol-
lowing new sentence: "‘For purposes of this sub-
section, any eremption (or reduction) with re-
spect to the tar imposed by section 884 shall not
be taken into account.”

(2) EFFECTIVE DATE.—The amendment made
by paragraph (1) shall apply to tarable years
beginning after December 31, 1986.

PART III—OTHER PROVISIONS
SEC. 4421. EXCHANGE RATE USED IN TRANSLAT-
ING FOREIGN TAXES.

(a) ACCRUED TAXES TRANSLATED BY USING
AVERAGE RATE FOR YEAR TO WHICH TAXES RE-
LATE.—

(1) IN GENERAL.—Subsection (a) of section 966
(relating to translation of foreign tares) is
amended to read as follows:

“(a) FOREIGN INCOME TAXES.—

(1) TRANSLATION OF ACCRUED TAXES.—

“(A) IN GENERAL.—For purposes of determin-
ing the amount of the foreign tax credit, in the
case of a tarpayer who takes foreign income
tares into account when accrued, the amount of
any foreign income tares (and any adjustment
thereto) shall be translated into dollars by using
the average exchange rate for the taxable year
to which such taxes relate.

“(B) EXCEPTION FOR TAXES NOT PAID WITHIN
FOLLOWING 2 YEARS.—

(i) Subparagraph (A) shall not apply to any
Sforeign income tares paid after the date 2 years
after the close of the taxable year to which such
taxes relate.

“*(ii)) Subparagraph (A) shall not apply to
taxes paid before the beginning of the tarable
year to which such tazes relate,

*(C) EXCEPTION FOR INFLATIONARY CUR-
RENCIES.—To the extent provided in regulations,
subparagraph (A) shall not apply to any foreign
income tares the liability for which is denomi-
nated in any currency determined to be an in-
NMationary currency under such regulations.

*‘(D) CROSS REFERENCE.—

“For adjustments where tax is not paid
within 2 years, see section 905(c).

““(2) TRANSLATION OF TAXES TO WHICH PARA-
GRAPH (1) DOES NOT APPLY.—For purposes of de-
termining the amount of the foreign tar credit,
in the case of any foreign income tazxes to which
subparagraph (A) of paragraph (1) does mot
apply—

““(A) such tares shall be translated into dol-
lars using the exchange rates as of the time such
tazes were paid to the foreign country or posses-
sion of the United States, and

“(B) any adjustment to the amount of such
taxes shall be translated into dollars using—

(i) except as provided in clause (ii), the ex-
change rate as of the time when such adjust-
ment is paid to the foreign country or posses-
sion, or
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“'(ii) in the case of any refund or credit of for-
eign income tares, using the exchange rate as of
the time of the original payment of such foreign
income tares.

““(3) FOREIGN INCOME TAXES.—For purposes of
this subsection, the term ‘foreign income tares’
means any income, war profits, or ercess profits
tares paid or accrued to any foreign country or
to any possession of the United States.”

(2) ADJUSTMENT WHEN NOT PAID WITHIN 2
YEARS AFTER YEAR TO WHICH TAXES RELATE.—
Subsection (c) of section 905 is amended to read
as follows:

**(c) ADJIUSTMENTS TO ACCRUED TAXES.—

‘(1) IN GENERAL.—If—

*(A) acerued tares when paid differ from the
amounts claimed as credits by the taxpayer,

“{B) accrued tazes are not paid before the
date 2 years after the close of the taxable year
to which such tares relate, or

“(C) any tar paid is refunded in whole or in
part,
the tarpayer shall notify the Secretary, who
shall redetermine the amount of the tax for the
year or years affected.

““(2) SPECIAL RULE FOR TAXES NOT PAID WITHIN
2 YEARS.—In making the redetermination under
paragraph (1), no credit shall be allowed for ac-
crued tares not paid before the date referred to
in subparagraph (B) of paragraph (1). Any such
tazes if subsequently paid shall be taken into
account for the tarable year in which paid and
no redetermination under this section shall be
made on account of such payment.

“(3) ADJUSTMENTS.—The amount of tar due
on any redetermination under paragraph (1) (if
any) shall be paid by the tarpayer on notice
and demand by the Secretary, and the amount
of tar overpaid (if any) shall be credited or re-
Junded to the tarpayer in accordance with sub-
chapter B of chapter 66 (section 6511 et seq.).

*(4) BOND REQUIREMENTS.—In the case of any
tar accrued but not paid, the Secretary, as a
condition precedent to the allowance of the
credit provided in this subpart, may require the
tazpayer to give a bond, with sureties satisfac-
tory to and approved by the Secretary, in such
sum as the Secretary may reguire, conditioned
on the payment by the tarpayer of any amount
of tax found due on any such redetermination.
Any such bond shall contain such further con-
ditions as the Secretary may require.

*(5) OTHER SPECIAL RULES.—In any redeter-
mination under paragraph (1) by the Secretary
of the amount of tar due from the taxpayer for
the year or years affected by a refund, the
amount of the tares refunded for which credit
has been allowed under this section shall be re-
duced by the amount of any tar described in
section 901 imposed by the foreign country or
possession of the United States with respect to
such refund; but no credit under this subpart,
or deduction under section 164, shall be allowed
for any taxable year with respect to any such
tar imposed on the refund. No interest shall be
assessed or collected on any amount of tax due
on any redetermination by the Secretary, result-
ing from a refund to the tarpayer, for any pe-
riod be