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OMNIBUS BUDGET RECONCILIATION ACT OF 1993

AUGUST 4, 1993.—Ordered to be printed

Mr. SABO, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany H.R. 2264}

The committee of conference on the disagreeing votes of the
two Houses on the amendment of the Senate to the bill (H.R. 2264)
to provide for reconciliation pursuant to section 7 of the concurrent
resolution on the budget for fiscal year 1994, having met, after full
and free conference, have agreed to recommend and do recommend
to their respective Houses as follows:

That the House recede from its disagreement to the amend-
ment of the Senate and agree to the same with an amendment as
follows:

In lieu of the matter proposed to be inserted by the Senate
amendment, insert the following:

SECTION 1. SHORT TITLE.

This Act may be cited as the “Omnibus Budget Reconciliation
Act of 1993”.
SEC. 2. TABLE OF CONTENTS.

The table of contents is as follows:

(§))]
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TITLE I—AGRICULTURE AND RELATED PROVISIONS
TITLE II—-ARMED SERVICES PROVISIONS
TITLE III—-BANKING AND HOUSING PROVISIONS
TITLE IV—STUDENT LOANS AND ERISA PROVISIONS
TITLE V—TRANSPORTATION AND PUBLIC WORKS PROVISIONS

TITLE VI-COMMUNICATIONS LICENSING AND SPECTRUM ALLOCATION
PROVISIONS

TITLE VII-NUCLEAR REGULATORY COMMISSION PROVISIONS
TITLE VIII—PATENT AND TRADEMARK OFFICE PROVISIONS
TITLE IX—MERCHANT MARINE PROVISIONS
TITLE X—NATURAL RESOURCES PROVISIONS
TITLE XI—CIVIL SERVICE AND POST OFFICE PROVISIONS
TITLE XII-VETERANS’ AFFAIRS PROVISIONS

TITLE XIII—REVENUE, HEALTH CARE, HUMAN RESQURCES, INCOME SE-
CURITY, CUSTOMS AND TRADE PROVISIONS, FOOD STAMP PROGRAM,
AND TIMBER SALE PROVISIONS

TITLE XIV—BUDGET PROCESS PROVISIONS
TITLE I-AGRICULTURAL PROGRAMS

SEC. 1001. SHORT TITLE AND TABLE OF CONTENTS.

(a) SHORT TITLE—This title may be cited as the “Agricultural
Reconciliation Act of 1993”.

(b) TABLE OF CONTENTS.—The table of contents of this title is
as follows:

Sec. 1001. Short title and table of contents.

Subtitle A—Commodity Programs

Sec. 1101. Upland cotton program.
Sec. 1102. Wheat program.

Sec. 1103. Feed grain program.
Sec. 1104. Rice program.

Sec. 1105. Dairy program.

Sec. 1106. Tobacco program.

Sec. 1107. Sugar program.

Sec. 1108. Oilseeds program.

Sec. 1109. Peanut program.

Sec. 1110. Honey program.

Sec. 1111. Wool and mohair program.

Subtitle B—Rural Electrification
Sec. 1201. Refinancing and prepayment of FFB loans.

Subtitle C—Agricultural Trade
Sec. 1301. Acreage reduction requirements.
Sec. 1302. Market promotion program.
Subtitle D—Miscellaneous

Sec. 1401. Admission, entrance, and recreation fees.
Sec. 1402. Environmental conservation acreage reserve program amendments.
Sec. 1403. Federal crop insurance.
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Subtitle A—Commodity Programs

SEC. 1101. UPLAND COTTON PROGRAM.
(@) IN GENERAL.—Section 103B of the Agricultural Act o
(7 U.S.C. 1444-2) is amended— fthe Ag f 1949
“199(;,), in the section heading, by striking “1995” and inserting
(2) in subsections (a)(1), (b)(1), (ND(A), (c)(1)(B)Gi), and
«(«3)99?9" striking “1995” each place it appears and inserting
(3) in subparagraphs (B)(i), (D)), (E)(i), and (F)(i) of sub-
section (a)(5), by striking “1996” each place it appears and in-
serting “1998”;
(4) in subsection (c)(1)(D)—

(A) in the subparagraph heading, by striking “50/92
PROGRAM” and inserting “50/85 PROGRAM”;

(B) by inserting after “8 percent” both places it appears
the following: “for each of the 1991 through 1993 crops,
and 15 percent for each of the 1994 through 1997 crops (ex-
cept as provided in clause (v)(II)),”; and

(C) in clause (v)—

(1) by striking “(v) PREVENTED PLANTING.—If” and
inserting the following:
“(v) PREVENTED PLANTING AND REDUCED YIELDS.—

“(I) 1991 THROUGH 1993 CROPS.—In the case of
each of the 1991 through 1993 crops of upland cot-
ton, if’; and
(ii) by adding at the end the following new

subclause:

“(II) 1994 THROUGH 1997 CROPS.—In the case
of each of the 1994 through 1997 crops of upland
cotton, producers on a farm shall be eligible to re-
ceive deficiency payments as provided in clause
(iii) if an acreage limitation program under sub-
section (e) is in effect for the crop and—

“(aa) the producers have been determined
by the Secretary (in accordance with section

503(c)) to be prevented from planting the crop

or have incurred a reduced yield for the crop

(due to a natural disaster) and the producers

elect to devote a portion of the maximum pay-

ment acres for upland cotton (as calculated
under subparagra}}zeh (C)(ii)) equal to more
than 8 percent of the upland cotton acreage, to
conservation uses; or
“(bb) the producers elect to devote a por-
tion of the maximum payment acres for up-
land cotton (as calculated under subpara-
graph (C)(ii)) equal to more than 8 percent of
the upland cotton acreage, to alternative crops
as provided in subparagraph (E).”; and
(5) in subsection (e)(1)(D), by inserting after “30 percent”
the following: “for each of the 1991 through 1994 crops, 29/2
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percent for each of the 1995 and 1996 crops, and 29 percent for

the 1997 crop”.
(b) PROVISIONS NECESSARY TO THE OPERATION OF THE Pro-

GRAM.— _
(1) DEFICIENCY AND LAND DIVERSION PAYMENTS.—Section
114 of the Agricultural Act of 1949 (7 U.S.C. 1445j) is amended
by striking “1995” each place it appears in subsections (a)(1)
and (c) and inserting “1997". )
(2) ACREAGE BASE AND YIELD SYSTEM.—Title V of such Act
(7 U.S.C. 1461 et seq.) is amended—
(A) in section 503 (7 U.S.C. 1463)—
(1) in subsection (c)(3)—
(I) by striking “0/92 or 50/92”; and
(II) by striking “1995” and inserting “1997”
and
(ii) in subsection (R)(2)(A), by striking “1995” each
place it appears and inserting “1997”:
) in paragraphs (1) and (2) of section 505(b) (7
U.S.C. 1465(b)), by striking “1995” each place it appears
and inserting “1997”; and
(C) in section 509 (7 U.S.C. 1469), by striking “1995”
and inserting “1997”.
(3) PAYMENT LIMITATIONS.—The Food Security Act of 1985
(Public Law 99-198; 99 Stat. 1354) is amended—
(A) in paragraphs (1)(A), (1)(B), and (2)(A) of section
1001 (7 U.S.C. 1308), by striking “1995” each place it ap-
pears and inserting “1997”; and
(B) in section 1001C(a) (7 U.S.C. 1308-3(a)), by strik-
ing “1995” both places it appears and inserting “1997”.

SEC. 1102. WHEAT PROGRAM,
Section 107B(c)1(E) of the Agricultural Act of 1949 (7 U.S.C.
1445b-3a(c)(1)(E)) is amended—
(1) in the subparagraph heading, by striking “0/92 Pro-
GRAM” and inserting “0/85 PROGRAM”;
(2 in clause (1), by inserting after “8 percent” both DPlaces
it appears the following: “for each of the 1991 through 1993
crops, and 15 percent for each of the 1994 through 1997 crops
(except as provided in clause (vii)),”: and
(3) by adding at the end of the subparagraph the following
new clause:
“(vii) EXCEPTIONS TO 0/85.—In the case of each of
the 1994 through 1997 crops of wheat, producers on a
farm shall be eligible to receive deficiency payments as
provided in clause (ii) if an acreage limitation program
under subsection (e) is in effect for the crop and—
“(I)(aa) the producers have been determined by
the Secretary (in accordance with section 503(c)) to
be prevented from planting the crop or have in-
curred a reduced yield for the crop (due to a natu-
ral disaster); and
“(bb) the producers elect to devote a portion of
the maximum payment acres for wheat (as cal-
culated under subparagraph (C)(ii)) equal to more
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than 8 percent of the wheat acreage, to conserva-

tion uses; or

“(ID the producers elect to devote a portion of
the maximum payment acres for wheat (as cal-
culated under subparagraph (C)(ii)) equal to more
than 8 percent of the wheat acreage, to alternative
crops as provided in subparagraph (F).”.

SEC. 1103. FEED GRAIN PROGRAM.
Section 105B(c)(1)(E) of the Agricultural Act of 1949 (7 U.S.C.
1444f(c)(1)(E)) is amended—
(1) in the subparagraph heading, by striking “0/92 PRoO-
GRAM” and inserting “0/85 PROGRAM”;
(2) in clause (i), by inserting after “8 percent” both places
it appears the following: “for each of the 1991 through 1993
crops, and 15 percent for each of the 1994 through 1997 crops
(except as provided in clause (vii)),”; and
(3) by adding at the end of the subparagraph the following
new clause:

“(vii) EXCEPTIONS TO 0/85.—In the case of each of
the 1994 through 1997 crops of feed grains, producers
on a farm shall be eligible to receive deficiency pay-
ments as provided in clause (ii) if an acreage limita-
tion prt()f{ram under subsection (e) is in effect for the
crop and—

“(I)(aa) the producers have been determined by
the Secretary (in accordance with section 503(c)) to
be prevented from planting the crop or have in-
curred a reduced yield for the crop (due to a natu-
ral disaster); and

“(bb) the producers elect to devote a portion of
the maximum payment acres for feed grains (as
calculated under subparagraph (C)(ii)) equal to
more than 8 percent of the feed grain acreage, to
conservation uses; or

“(II) the producers elect to devote a portion of
the maximum payment acres for feed grains (as
calculated under subparagraph (C)(ii)) equal to
more than 8 percent of the feed grain acreage, to
alternative crops as provided in subparagraph
(F).”.

SEC. 1104. RICE PROGRAM.
Section 101B(c)(1)(D) of the Agricultural Act of 1949 (7 U.S.C.
1441-2(c)(1)(D)) is amended— .
(1) in the subparagraph heading, by striking “50/92 PRO-
GRAM” and inserting “560/85 PROGRAM”;
(2) in clause (i), by inserting after “8 percent” both places
it appears the following: “for each of the 1991 through 1993
crops, and 15 percent for each of the 1994 through 1997 crops
(except as provided in clause (v)(I)),”; and
(3) in clause (v)— , .
(A) by striking “(v) PREVENTED PLANTING.—If’ and in-
serting the following:
“(v) PREVENTED PLANTING AND REDUCED YIELDS.—
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“T) 1991 THROUGH 1993 CROPS.—In the case of
each of the 1991 through 1993 crops of rice, if;
and

(B) by adding at the end the following new subclause:

“0II) 1994 THROUGH 1997 CROPS.—In the case
of each of the 1994 throuih 1997 crops of rice, pro-
ducers on a farm shall be eligible to receive defi-
ciency payments as provided in clause (iii) if an
acreage limitation program under subsection (e) is
in effect for the crop and— )

“(aa) the producers have been determined
by the Secretary (in accordance with section

503(c)) to be prevented from planting the crop

or have incurred a reduced yield for the crop

(due to a natural disaster) and the producers

elect to devote a portion of the maximum pay-

ment acres for rice (as calculated under sub-
paragraph (C)(it)) equal to more than 8 per-
cent of the rice acreage, to conservation uses;
or

“(bb) the producers elect to devote a por-
tion of the maximum payment acres for rice

(as calculated under subparagraph (C)(ii))

equal to more than 8 percent of the rice acre-

age, to alternative crops as provided in sub-

paragraph (E).”.

SEC. 1105. DAIRY PROGRAM.
(a) IN GENERAL.—Section 204 of the Agricultural Act of 1949
(7 U.S.C. 1446¢) is amended—
“199%1,)’ in the section heading, by striking “1995” and inserting
(2) in subsections (a), (b), (A)(I)(A), ([d)2)A), ([d)(3), (@)(1),
g;z;'lg ge;,), by striking “1995” each place it appears and inserting
(3)in A.jubse(;ltio;zi ©)3)—
int rst sentence of subparagraph (A), by strik-
ing “The Secretary” and inserting “g'ubject to subpar')c'zgraph
(B), the Secretary™; )

B) by redesignating subparagraph (B) as subpara-
graph (C); qnd .

(C) by inserting after subparagraph (A) the following
new s(zgjptcz;ragraph:

“ UIDELINES.—In the case of purchases of butter
and nonfat dry milk that are made by fhe Secretar{; under
this section on or after the date of enactment of the Omni-
bus Budget Reconciliation Act of 1993, in allocating the
rate of price support between the purchase prices of butter
and nonfat dry milk under this paragraph, the Secretary
may not—( ) off

“(t) offer to purchase butter
per p?u nd. or p tter for more than $0.65
“(ii) offer to purchase nonfat ;

$1.034 per pow m{”; fat dry milk for less than

(4) in subsection (h)(2)—
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(A) by striking “and” at the end of subparagraph (A);
(B) by striking the period at the end of subparagraph

(B) and inserting “; and”; and
%C) by adding at the end the following new subpara-
aph:
“(C) during each of calendar years 1996 and 1997, 10
cents per hundredweight of milk marketed, which rate
shall be adjusted on or before May 1 of the respective cal-

enccilar year in the manner provided in subparagraph (B).”;

an
“199(65’2 in subsection (g)(2), by striking “1994” and inserting
(b) PROVISIONS NECESSARY TO THE OPERATION OF THE PRO-

GRAM.—Section 101(b) of the Agriculture and Food Act of 1981 (7
ggsgg” 608c note) is amended by striking “1995” and inserting
(c) REDUCTION IN PRICE RECEIVED.—

(1) DEFINITIONS.—As used in this subsection:

(A) BOVINE GROWTH HORMONE.—The term “bovine
growth hormone” means a synthetic growth hormone pro-
duced through the process of recombinant DNA techniques
that is intended for use in bovine animals.

(B) DATE OF APPROVAL.—The term “date of approval”
means the date the Food and Drug Administration, pursu-
ant to authority under section 512 of the Federal Food,
Drug, and Cosmetic Act (21 U.S.C. 360b), first approves an
application with respect to the use of bovine growth hor-
mone.

(2) REDUCTION IN PRICE RECEIVED.—In order to offset the
economic effects of the sale of bovine growth hormone, the Sec-
retary of Agriculture shall decrease the amount of the reduction
in price received by producers specified in subparagraph (B) or
(C) (as appropriate) of section 204(h)(2) of the Agricultural Act
of 1949 (7 U.S.C. 1446e(h)(2)) by 10 percent during the period
beginning on the date of approval and ending 90 days after the
date of approval and, during the period, it shall be unlawful
for a person to sell bovine growth hormone for commercial agri-
cultural purposes.

SEC. 1106. TOBACCO PROGRAM.

(a) DOMESTIC MARKETING ASSESSMENT.—Part I of subtitle B of
title 11 of the Agricultural Adjustment Act of 1938 (7 U.S.C. 1311
et seq.) is amended by adding at the end the following new section:

“SEC. 320C. DOMESTIC MARKETING ASSESSMENT.

“(a) CERTIFICATION.—A domestic manufacturer of cigarettes
shall certify to the Secretary, for each calendar year, the percentage
of the quantity of tobacco used by the manufacturer to produce ciga-
rettes during the year that is produced in the United States.

“(b) PENALTIES.— _

“(1) IN GENERAL.—Subject to subsection (f), a domestic
manufacturer of cigarettes that has failed, as determined by the

Secretary after notice and opportunity for a hearing, to use in

the manufacture of cigarettes during a calendar year a quantity

of tobacco grown in the United States that is at least 75 percent
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of the total quantity of tobacco used by the manufacturer, or to
cgmply withqsubsec}t’iorf; (a), shall be subject to the requirements
of subsections (c), (d), and (e). ) ) )

“(2) FAILURE TO CERTIFY.—For purposes of this section, if
a manufacturer fails to comply with subsection (a), the manu-
facturer shall be presumed to have used only imported tobacco
in the manufacture of cigarettes produced by the manufacturer.

“(3) REPORTS AND RECORDS.— )

“(A) IN GENERAL.—The Secretary shall require manu-
facturers of domestic cigarettes to make such reports and
maintain such records as are necessary to carry out this
section. If the reports and records are insz_tﬁ‘iczent, the Sec-
retary may request other persons to provide supplemental
information.

“(B) EXAMINATIONS.—For the purpose of ascertaining
the correctness of any report or record required under this
section, or of obtaining further information required under
this section, the Secretary and the Office of Inspector Gen-
eral may examine such records, books, and other materials
as the Secretary has reason to believe may be relevant. In
the case of a manufacturer of domestic cigarettes, the Sec-
retary may charge a fee to the manufacturer to cover the
reasonable costs of any such examination.

“(C) PENALTIES.—Any person who fails to provide in-
formation required under this paragrc;{Jh or who provides
false information under this paragraph shall be subject to
section 1001 of title 18, United States Code.

“(D) CONFIDENTIALITY.—Section 320A(c) shall apply to
information submitted by manufacturers of domestic ciga-
rettes and other persons under this paragraph.

“(E) DISCLOSURE.—Notwithstanding any other provi-
sion of law, information on the percentage or quantity of
domestic or imported tobacco in cigarettes or on the volume
of cigarette production that is submitted under this section
shall be exempt from disclosure under section 552 of title
5, United States Code.

“(c) DOMESTIC MARKETING ASSESSMENT.—

“(1) IN GENERAL.—A domestic manufacturer of cigarettes
described in subsection (b) shall remit to the Commodity Credit
Corporation a nonrefundable marketing assessment in accord-
ance with this subsection.

“(2) AMOUNT.—The amount of an assessment imposed on a
manufacturer under this subsection shall be determined by
multiplying— )

“(A) the quantity by which the quantity of imported to-
bacco used by the manufacturer to produce cigarettes dur-
ing a preceding calendar year exceeds 25 percent of the
quantity of all tobacco used by the manufacturer to produce
cigarettes during the preceding calendar year; by

“(B) the difference between— ’

“@) 1/2(1 3)f iZL: sum of—

“) the average price per ;
domestic produce?‘g f£‘ Burfl)ey g)%lgé::io rg;ﬁzg"ed tzz
preceding calendar year; and g
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“(II) the average price per pound received by
domestic producers for Flue-cured tobacco during
the preceding calendar year; and
“(ii) the average price per pound of unmanufac-

tured imported tobacco during the preceding calendar
year, as determined by the Secretary.

“(3) COLLECTION.—An assessment imposed under this sub-
section shall be—

“(A) collected by the Secretary and transmitted to the

Commodity Credit Corporation; and

“(B) enforced in the same manner as provided in sec-
tion 320B.
“(d) PURCHASE OF BURLEY TOBACCO.—

“(1) IN GENERAL.—A domestic manufacturer of cigarettes
described in subsection (b) shall purchase from the inventories
of the producer-owned cooperative marketing associations for
Burley tobacco described in section 320B(a)(2), at the applicable
list price published by the association, the quantity of tobacco
described in paragraph (2).

“(2) QUANTITY.—Subject to paragraph (3), the quantity of
Burley tobacco required to be purchased by a manufacturer
during a calendar year under this subsection shall equal Y2 of
the quantity of imported tobacco used by the manufacturer to
produce cigarettes during the preceding calendar year that ex-
ceeds 25 percent of the quantity of all tobacco used by the man-
ufacturer to produce cigarettes during the preceding calendar
year.

“(3) LIMITATION.—If the total quantity of Burley tobacco re-
quired to be purchased by all manufacturers under paragraph
(2) would reduce the inventories of the producer-owned coopera-
tive marketing associations for Burley tobacco to less than the
reserve stock level for Burley tobacco, the Secretary shall reduce
the quantity of tobacco required to be purchased by manufactur-
ers under paragraph (2), on a pro rata basis, to ensure that the
tnventories will not be less than the reserve stock level for Bur-
ley tobacco.

“(4) NONCOMPLIANCE.—If a manufacturer fails to purchase
from the inventories of the producer-owned cooperative market-
ing associations the quantity of Burley tobacco required under
this subsection, the manufacturer shall be subject to a penalty
of 75 percent of the average market price (calculated to the
nearest whole cent) for Burley tobacco for the immediately pre-
ceding year on the quantity of tobacco as to which the failure
occurs.

“(5) PURCHASE REQUIREMENTS.—Tobacco purchased by a
manufacturer under this subsection shall not be included in de-
termining the quantity of tobacco purchased by the manufac-
turer under section 320B.

“(e) PURCHASE OF FLUE-CURED TOBACCO.—

“(1) IN GENERAL.—A domestic manufacturer of cigarettes
described in subsection (b) shall purchase from the inventories
of the producer-owned cooperative marketing association for
Flue-cured tobacco described in section 320B(a)(2), at the appli-
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cable list price published by the association, the quantity of to-
bacco described in paragraph (2). _

“(2) QUANTITY.—Subject to paragraph (3), the quantity of

Flue-cured tobacco required to be purchased by a manufacz;urer
during a calendar year under this subsection shall equal 2 of
the quantity of imported tobacco used by the manufacturer to
produce cigarettes during the preceding calendar year that ex-
ceeds 25 percent of the quantity of all tobacco used by the man-
ufacturer to produce cigarettes during the preceding calendar
ear.
“(3) LIMITATION.—If the total quantity of Flue-cured to-
bacco required to be purchased by all manufacturers under
paragraph (2) would reduce the inventories of the producer-
owned cooperative marketing association for Flue-cured tobacco
to less than the reserve stock level for Flue-cured tobacco, the
Secretary shall reduce the quantity of tobacco required to be
purchased by manufacturers under paragraph (2), on a pro
rata basis, to ensure that the inventories will not be less than
the reserve stock level for Flue-cured tobacco.

“(4) NONCOMPLIANCE.—If a manufacturer fails to purchase
from the inventories of the producer-owned cooperative market-
ing association the quantity of Flue-cured tobacco required
under this subsection, the manufacturer shall be subject to a
penalty of 75 percent of the average market price (calculated to
the nearest whole cent) for Flue-cured tobacco for the imme-
diately preceding year on the quantity of tobacco as to which
the failure occurs.

“(5) PURCHASE REQUIREMENTS.—Tobacco purchased by a
manufacturer under this subsection shall not be included in de-
termining the quantity of tobacco purchased by the manufac-
turer under section 320B.

“(f) CROP LOSSES DUE TO DISASTERS.—

“(1) IN GENERAL.—If the Secretary, in consultation with
producer-owned cooperative marketing associations, determines
that because of drought, insect or disease infestation, or other
natural disaster, or other condition beyond the control of pro-
ducers, the total quantity of a crop of domestic Burley tobacco
or Flue-cured tobacco that is harvested and suitable for market-
ing is substantially less than the expected yield for the crop,
and that pool inventories for the kind of tobacco involved have
been depleted, effective for the calendar year following the year
in which the crop loss occurs, the Secretary may reduce the
minimum percentage of domestic tobacco specified in subsection
(ai to atﬁe;ce%a%e ?ﬁéowd75 p;rcent2 tlz)s determined by the Sec-
retary, that reflects reduced availability of d ] ]
of the(ési%l of tobacco involved. Y of domestic supplies

“ ETERMINATION OF EXPECTED YIELD.—,
fgaragraph lg% tilze St'egretary sl}c;ll determine thf Z;ﬁ%:fgsjfe%
or a crop of Burley tobacco or - ing i
considergglo)n—he 'y ue-cured tobacco by taking into

“(A) the total acreage planted to the 3 ;
acreage that the producerspwere preventedc’).‘c‘r)'gm(m%lﬁgg:g
because of a condition referred to in paragraph (1))Pand £

(B) normal farm yields established gr the crop.
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“(3) DEADLINE FOR DETERMINATIONS.—The Secretary shall
make determinations under paragraph (1) about crop losses
and announce the reduced percentage of the domestic tobacco
pool not later than November 30 of the year in which the appli-
cabled crop of Burley tobacco or Flue-cured tobacco is har-
vested.”.

(b) BUDGET DEFICIT ASSESSMENT.—

(1) IN GENERAL.—Section 106 of the Agricultural Act of
1949 (7 U.S.C. 1445) is amended by adding at the end the fol-
lowing new subsection:

“(h)(1) Effective only for each of the 1994 through 1998 crops
of tobacco, an importer of tobacco that is produced outside the Unit-
ed States shall remit to the Commodity Credit Corporation a non-
refundable marketing assessment in an amount equal to the product
obtained by multiplying—

“(A) the number of pounds of tobacco that is imported by
the importer; by

“(B) the sum of—

“(i) the per pound marketing assessment imposed on
purchasers of domestic Burley tobacco pursuant to sub-
section (g); and

“(ii) the per pound marketing assessment imposed on
purchasers of domestic Flue-cured tobacco pursuant to sub-
section (g).

“(2) An assessment imposed under this subsection shall be paid
by the importer.

“(3)(A) The importer shall remit the assessment at such time
and in such manner as may be prescribed by the Secretary.

“(B) If the importer fails to comply with subparagraph (A), the
importer shall be liable, in addition, for a marketing penalty at a
rate equal to 37.5 percent of the sum of the average market price
(calculated to the nearest whole cent) of Flue-cured and Burley to-
bacco for the immediately preceding year on the quantity of tobacco
as to which the failure occurs.

“(C) This subsection shall be enforced in the same manner as
subparagraphs (B) and (C) of paragraph (1), and paragraphs 2)
and (3), of section 106A(h). ) i

“(4) Any penalty collected by the Secretary under this subsection
shall be deposited for use by the Commodity Credit Corporation.”.

(2) IMPORTER ASSESSMENTS FOR NO NET COST TOBACCO
FUND.—Section 106A of such Act (7 US.C. 1445-1) is
amended— )

(A) in subsection (c), by inserting “and importers” after
“purchasers”;

(B) in subsection (d)(1)(A)— i

(i) by striking “and” at the end of clause (1); and

(ii) by inserting after clause (ii) the following new
clause:

“(iii) each importer of Flue-cured or Burley tobacco
shall pay to the appropriate association, for deposit in
the Fund of the association, an assessment, in an
amount that is equal to the product obtained by
multiplying—
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“1) the number of pobz;'nds of tobacco that is
imported by the importer;

P‘Z‘(H) tl;bye sum 01;0 the amount of per pound pro-
ducer contributions and purchaser assessments
that are payable by domestic producers and pur-
chasers of Flue-cured and Burley tobacco under
clauses (i) and (ii); and”;

(C) in subsection (d)(2)—
(i) by inserting “or importer” after “or purchaser”:
(it) by striking “and” at the end of subparagraph
).

’ (iii) by inserting “and” at the end of subparagraph
; and

s @
(iv) by adding at the end the following new sub-
paragraph.:

“(D) if the tobacco involved is imported by an importer,
from the importer.”; and

(D) in subsection (h)(1)—

(i) by redesignating subparagraphs (B) and (C) as
subparagraphs (C) and (D), respectively; and

(ii) by inserting after subparagraph (A) the follow-
ing new subparagraph:

“(B) Each importer who fails to pay to the association an as-
sessment as required by subsection (d)(2) at such time and in such
manner as may be prescribed by the Secretary, shall be liable, in
addition to any amount due, for a marketing penalty at a rate equal
to 75 percent of the average market price (calculated to the nearest
whole cent) for the respective kind of tobacco for the immediately
preceding year on the quantity of tobacco as to which the failure oc-
curs.”,

(3) IMPORTER ASSESSMENTS TO NO NET COST TOBACCO AC-
COUNT.—Section 106B of such Act (7 U.S.C. 1445-2) is
amended—

(A) in subsection (c)(1), by striking “producers and pur-
chq;sers” and inserting “producers, purchasers, and import-
ers”;

(B) in subsection (d)(1)—

() by designating the first and second sentences as
subparagraphs (A) and (B), respectively; and

par a(gz;) b’;); adding at the end the following new sub-

aragraph:

“(C) The Secretary shall also require (in lieu of a ]
under section 106A(d)(1)) that each (zlmporter of Flz{e-cngrerceiq:;’; rg;r;t
ley tobacco shall pay to the Corporation, for deposit in the Account
of the association, an assessment, as determined under pa h
(2) and collected under paragraph (3), with respect to urcmpof
all such kinds of tobacco imported by the importer.”; P

(C) in subsection (d)(2), by adding at the end the fol-

o) ljo‘}t.:z;ng new sufl?paragraph:

amount of the assessment to be paid by im

be an amount that is equal to the product obgzinedbyby mpzf%?;lsn’;ag

“(i) the number of pound . 2
importer; by f pounds of tobacco that is imported by the
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“(ii) the sum of the amount of per pound producer and pur-
chaser assessments that are payable by domestic producers and
purc;ia’.,sers of the respective kind of tobacco under this para-
graph.”;

(D) in subsection (d)(3), by adding at the end the fol-
lowing new subparagraph:

“(D) If Flue-cured or Burley tobacco is imported by an importer,
any importer assessment required by subsection (d) shall be col-
lected from the importer.”; and

(E) in subsection (j)(1)—

(1) by redesignating subparagraphs (B) and (C) as
subparagraphs (C) and (D), respectively; and

(ii) by inserting after subparagraph (A) the follow-
ing new subparagraph:

“(B) Each importer who fails to pay to the Corporation an as-
sessment as required by subsection (d) at such time and in such
manner as may be prescribed by the Secretary, shall be liable, in
addition to any amount due, to a marketing penalty at a rate equal
to 75 percent of the average market price (calculated to the nearest
whole cent) for the respective kind of tobacco for the immediately
preceding year on the quantity of tobacco as to which the failure oc-
curs.”,

(c) FEES FOR INSPECTING IMPORTED T0oBACCO.—The second sen-
tence of section 213(d) of the Tobacco Adjustment Act of 1983 (7
U.S.C. 511r(d)) is amended by inserting before the period at the end
the following: “, and which shall be comparable to fees and charges
fixed and collected for services provided in connection with tobacco
produced in the United States”.

(d) EXTENSION OF QUOTA REDUCTION FLOORS.—

(1) BURLEY TOBACCO.—Section 319(c)(3)(C)(ii) of the Agri-
cultural Adjustment Act of 1938 (7 U.S.C. 1314e(c)(3)(C)(ii)) is
amended—

(A) by striking “1993” and inserting “1996”; and
(B) by inserting before the period at the end the follow-

ing: “ except that, in the case of each of the 1995 and 1996

crops of Burley tobacco, the Secretary may waive the re-

quirements of this clause if the Secretary determines that
the requirements would likely result in inventories of the
producer-owned cooperative marketing associations for

Burley tobacco described in section 320B(a)(2) to exceed 150

percent of the reserve stock lcvel for Burley tobacco”.

(2) FLUE-CURED TOBACCO.—Section 317(a)(1)(C)(it) of such
Act (7 U.S.C. 1314c(a)(1)(C)(it)) is amended—

(A) by striking “1993” and inserting “1996; and
(B) by inserting before the period at the end the follow-

ing: “ except that, in the case of each of the 1995 and 1996

crops of Flue-cured tobacco, the Secretary may waive the re-

quirements of this clause if the Secretary determines that
the requirements would likely result in inventories of the
producer-owned cooperative marketing association for Flue-

cured tobacco described in section 320B(a)(2) to exceed 150

percent of the reserve stock level for Flue-cured tobacco”.
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SEC. 1107. SUGAR PROGRAM.
(a) IN GENERAL.—Section 206 of the Agricultural Act of 1949
7 U.S.C. 1446g) is amended— . ) )
( (1) in %w section heading, by striking “1995” and inserting
“1997”; . e e »
(2) in subsections (a), (), (d)(1), and (j), by striking “1995
each place it appears and inserting “1997”; an
(3) in subsection (i)— .

(A) in paragraph (1), by striking “equal to” and all that
follows through the period at the end and inserting the fol-
lowing: “equal to—

“CA) in the case of marketings during each of fiscal
years 1992 through 1994, 1.0 percent of the loan level es-
tablished under subsection (b) per pound of raw cane sugar
(but not more than .18 cents per pound of raw cane sugar),
processed by the processor from domestically produced sug-
arcane or sugarcane molasses, that has been marketed (in-
cluding the transfer or delivery of the sugar to a refinery
for further processing or marketing); and

“(B) in the case of marketings during each of fiscal
years 1995 through 1998, 1.1 percent of the loan level es-
tablished under subsection (b) per pound of raw cane sugar
(but not more than .198 cents per pound of raw cane
sugar), processed by the processor from domestically pro-
duced sugarcane or sugarcane molasses, that has been
marketed (including the transfer or delivery of the sugar to
a refinery for further processing or marketing).”;

(B) in paragraph (2), by striking “equal to” and all
that follows through the period at the end and inserting the
following: “equal to—

“(A) in the case of marketings during each of fiscal
years 1992 through 1994, 1.0722 percent of the loan level
established under subsection (b) per pound of beet sugar
(but not more than .193 cents per pound of beet sugar),
processed by the processor from domestically produced
su%ar beets or sugar beet molasses, that has been marketed;
an

“(B) in the case of marketings during each of fiscal
years 1995 through 1998, 1.1794 percent of the loan level
established under subsection (b) per pound of beet sugar
(but not more than .2123 cents per pound of beet sugar),
processed by the processor from domestically produced
sugar beets or sugar beet molasses, that has been mar-
keted.”; and
... (C) by adding at the end the following new paragraph:
‘(6) EXCESS MARKETINGS.—In addition to the assessment

required under paragraph (1) or (2), a processor who knowingly

markets sugar in excess of the allocated allotment of the proc-

essor under section 359d of the Agricultural Adjustment Act of

1938 (7 U.S.C. 1359dd) shall pay an assessment in an amount
that is double the applicable assessment required under para-
graph (1) or (2) per pound of sugar marketed.”.
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(b) PROVISIONS NECESSARY TO THE OPERATION OF THE PRO-
GRAM.—Section 359b of the Agricultural Adjustment Act of 1938 (7
U.S.C. 1359bb) is amended—

(1) in subsection (a)(1), by striking “1996” and inserting
“1998”; and

(2) in subsection (d)—

(A) by striking paragraph (1) and inserting the follow-
ing new paragraph:

“(1) IN GENERAL.—During any fiscal year or portion thereof
for which marketing allotments have been established, no proc-
essor of sugar beets or sugarcane shall market a quantity of
sugar in excess of the allocation established for such processor,
except to enable another processor to fulfill an allocation estab-
lished for such other processor or to facilitate the exportation of
such sugar.”; and

(B) in paragraph (3), by inserting “knowingly” after

“who” each place it appears.

SEC. 1108. OILSEEDS PROGRAM.

Section 205 of the Agricultural Act of 1949 (7 U.S.C. 1446f) is
amended—

(1) in subsection (c)—

(A) in paragraph (1), by inserting after “$5.02 per

bushel” the following: “for each of the 1991 through 1993

crops and $4.92 per bushel for each of the 1994 through

1997 crops”; and

(B) in paragraph (2), by inserting after “$0.089 per

pound” the following: “for each of the 1991 through 1993

crops and $0.087 per pound for each of the 1994 through

1997 crops”;

(2) in subsection (h), by striking “mature on the last day of
the 9th month following the month the application for the loan
is made.” and inserting the following: “mature—

“(1) in the case of each of the 1991 through 1993 crops, on
the last day of the 9th month following the month the applica-
tion for the loan is made; and

“2) in the case of each of the 1994 through 1997 crops, on
the last day of the 9th month following the month the applica-
tion for the loan is made, except that the loan may not mature
later than the last day of the fiscal year in which the applica-
tion is made.”; and )

(3) in subsection (m), by adding at the end the following
new paragraph:

“3) APPLICABILITY.—This subsection shall apply only to
each of the 1991 through 1993 crops of oilseeds.”.

SEC. 1109. PEANUT PROGRAM.
(a) IN GENERAL.—Section 108B of the Agricultural Act of 1949
(7 U.S.C. 1445¢-3) is amended— ) )
(1) in the section heading, by striking “1995” and inserting
“1997”;
(2) in subsections (a)(1), (@)2), (b)(1), (g)1), and (h), by
striking “1995” each place it appears and inserting “1997”; and
(3) in subsection (g)—



16

(A) in paragraph (1), by inserting after “1 percent” both
places it gppears the following: “for each of the 1991
through 1993 crops, 1.1 percent for each of the 1994 and
1995 crops, 1.15 percent for the 1996 crop, and 1.2 percent
for the 1997 crop,”; and . _ .

(B) in paragraph (2)(A), by striking clauses (i) and (i)
and inserting the following new clauses: )

“(i) collect from the producer a marketing assess-
ment equal to the quantity of peanuts acquired multi-
plied by—

“(I) in the case of each of the 1991 through
1993 crops, .5 percent of the applicable national
average support rate;

“(I) in the case of each of the 1994 and 1995
crops, .55 percent of the applicable national aver-
age support rate;

“(IID) in the case of the 1996 crop, .6 percent
of the applicable national average support rate;
and

“(IV) in the case of the 1997 crop, .65 percent
of the applicable national average support rate;
“(ii) pay, in addition to the amount collected under

clause (i), a marketing assessment in an amount equal

to the quantity of peanuts acquired multiplied by—

“I) in the case of each of the 1991 through
1993 crops, .5 percent of the applicable national
average support rate; and

“(II) in the case of each of the 1994 through
1997 crops, .55 percent of the applicable national
average support rate; and”.

(b) ASSESSMENT UNDER PEANUT MARKETING AGREEMENT.—
Section 8b(b)(1) of the Agricultural Adjustment Act (7 U.S.C.
608b(b)(1)), reenacted with amendments by the Agricultural Market-
ing Agreement Act of 1937, is amended—

(1) by striking “and” at the end of subparagraph (A);

(2) by striking the period at the end of subparagraph (B)
and inserting “; and”; and

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

“(C) any assessment (except with respect to any assessment
for the indemnification of losses on rejected peanuts) imposed
under the agreement shall—

“(i) apply to peanut handlers (as defined by the Sec-
retary) who have not entered into such an agreement with
the Secretary in addition to those handlers who have en-
tered into the agreement; and

“(it) be paid to the Secretary.”.

(c) PROVISIONS NECESSARY TO THE OPERATION OF THE PRO-
GrRAM.—Part VI of subtitle B of title 111 of the Agricultural Adjust-
ment Act of 1938 is amended—

(1) in section 358-1 (7 U.S.C. 1358-1)—

(A) in the section heading, by striking “1995” and in-

serting “1997”; and
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(B) in subsections (a)(1), (b)(1)(A), (b)(1)(B), (b)(2)(A),
B)(2)(C), (B)(3)(A), and (f), by striking “1995” each place it
appears and inserting “1997”; and
(2) in section 358e (7 U.S.C. 1359a)—

(A) in the section heading, by striking “1995” and in-
serting “1997”; and
“199(73;) in subsection (i), by striking “1995” and inserting

SEC. 1110. HONEY PROGRAM. .
Section 207 of the Agricultural Act of 1949 (7 U.S.C. 1446h) is
amended—
(1) by striking “1995” each place it appears in subsections
(a), (c)(1), and (j) and inserting “1998”;
(2) in subsection (a), by striking “than 53.8 cents per
pound.” and inserting “than—
“(1) 53.8 cents per pound for each of the 1991 through 1993
crop years;
“(2) 50 cents per pound for each of the 1994 and 1995 crop
years;
“(3) 49 cents per pound for the 1996 crop year;
“(4) 48 cents per pound for the 1997 crop year; and
“(5) 47 cents per pound for the 1998 crop year.”;
(3) in subsection (e)(1)—
nd(A) by striking “and” at the end of subparagraph (C);
a

(B) by striking subparagraph (D) and inserting the fol-
lowing new subparagraphs:

“(D) $125,000 in the 1994 crop year;

“(E) $100,000 in the 1995 crop year;

“(F) $75,000 in the 1996 crop year; and

“(G) $50,000 in each of the 1997 and 1998 crop years.”;
and
(4) in subsection (i)(1), by striking “1995” and inserting

“1993”.

SEC. 1111. WOOL AND MOHAIR PROGRAM.
The National Wool Act of 1954 (7 U.S.C. 1781 et seq.) is
amended—

(1) in section 703 (7 U.S.C. 1782), by striking “1995” both
places it appears in subsections (a) and (b)(2) and inserting
‘(1997’);

(2) in section 704 (7 U.S.C. 1783)—

(A) in subsection (b)(1)—
(i) by striking “and” at the end of subparagraph
(C); and .
(ii) by striking subparagraph (D) and inserting the
following new subparagraphs:
“(D) $125,000 for the 1994 marketing year;
“(E) $100,000 for the 1995 marketing year;
“(F) $75,000 for the 1996 marketing year; and
“(G) $50,000 for the 1997 marketing year.”; and
(B) in subsection (c), by striking “through 1995” and
inserting “and 1992”; and
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(3) in section 706 (7 U.S.C. 1785), by inserting after the sec-
ond sentence the following new sentence: “In determining the
net sales proceeds and national payment rates for shorn wool
and shorn mohair, the Secretary shall not deduct marketing
charges for commissions, coring, or grading.”.

Subtitle B—Rural Electrification

SEC. 1201. REFINANCING AND PREPAYMENT OF FFB LOANS.

(a) IN GENERAL.—Title III of the Rural Electrification Act of
1936 (7 U.S.C. 931 et seq.) is amended by inserting after section
306B (7 U.S.C. 936b) the following new section:

“SEC. 306C. REFINANCING AND PREPAYMENT OF FFB LOANS.

“(a) IN GENERAL.—A borrower of a loan made by the Federal
Financing Bank and guaranteed under section 306 may, at the op-
tion of the borrower, refinance or prepay the loan or an advance on
the loan, or any portion of the loan or advance.

“(b) PENALTY.—

“(1) DETERMINATION OF PENALTY.—A penalty shall be as-
sessed against a borrower that refinances or prepays a loan or
loan advance, or any portion of a loan or advance, under this
section. Except as provided in paragraph (2), the penalty shall
be equal to the lesser of—

“(A) the difference between the outstanding principal
balance of the loan being refinanced and the present value
of the loan discounted at a rate equal to the then current
cost of funds to the Department of the Treasury for obliga-
tions of comparable maturity to the loan being refinanced
or prepaid;

“(B) 100 percent of the amount of interest for 1 year on
the outstanding principal balance of the loan or loan ad-
vance, or any portion of the loan or advance, being refi-
nanced, multiplied by the ratio that—

“(i) the number of quarterly payment dates between
the date of the refinancing or prepayment and the ma-
turity date for the loan advance; bears to

“(ii) the number of quarterly payment dates be-
tween the first quarterly payment date that occurs 12
years after the end of the year in which the amount
being refinanced was advanced and the maturity date
of the loan advance; and
“(C)(i) the present value of 100 percent of the amount

of interest for 1 year on the outstanding principal balance

of the loan or loan advance, or any portion of the loan or
advance, being refinanced or prepaid; plus

“(ii) for the interval between the date of the refinancing
or prepayment and the first quarterly payment date that oc-
curs 12 years after the end of the year in which the amount
being refinanced or prepaid was advanced, the present
value of the difference between—

“() each payment scheduled for the interval on the
loan amount being refinanced or prepaid; and
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“I) the payment amounts that would be required
during the interval on the amounts being refinanced or
prepaid if the interest rate on the loan were equal to
the then current cost of funds to the Department of the
Treasury for obligations of comparable maturity to the
loan being refinanced or prepaid.

“(2) LIMITATION.—

“(A) IN GENERAL.—Except as provided in subparagraph
(B), the penalty provided by paragraph (1)(A) shall be re-
quired for refinancing or prepayment under this section.

“(B) EXCEPTION.—In the case of a loan advanced under
an agreement that permits the refinancing or prepayment of
the loan advance based on the payment of 1 year of interest
on the outstanding principal balance of the loan advance,
a borrower may, in lieu of the penalty required by para-
graph (1)(A), pay a penalty as provided by—

“G) paragraph (1)(B), if the loan advance has
reached the 12-year maturity required under the loan
agreement for the refinancing or prepayment; or

“(it) paragraph (1)(C), if the loan advance has not
reached the 12-year maturity required under the loan
agreement for the refinancing or prepayment.

“(3) FINANCING OF PENALTY.—

“(A) IN GENERAL.—In the case of a refinancing under
this section, a borrower may, at the option of the borrower,
meet the penalty requirements of parai;'aph (1) by—

“Gi) making a payment in the amount of the re-
quired penalty at the time of the refinancing; or

“(ir) increasing the outstanding principal balance
of the loan advance guaranteed by the Administrator
that is being refinanced under this section by the
amount of the penalty.

“(B) INCREASED PRINCIPAL.—If a borrower meets the
penalty requirements of paragraph (1) by increasing the
outstanding principal balance of the loan advance that is
being refinanced, the borrower shall make a payment at the
time of the refinancing equal to 2.5 percent of the amount
of the penalty that is added to the outstanding principal
balance of the loan.

“(c) LoAN TERMS AND CONDITIONS AFTER REFINANCING.—

“(1) IN GENERAL.—On the payment of a penalty as provided
by subsection (b), the loan or loan advance, or any portion of
the loan or advance, shall be refinanced at the interest rate de-
scribed in paragraph (2) for a term selected by the borrower
pursuant to paragraph (3), except that this paragraph shall not
apply if the loan advance, or any portion of the advance, is pre-
patd by the borrower.

“(3) INTEREST RATE.—The interest rate on a loan refinanced
under this section shall be determined to be equal to the then
current cost of funds to the Department of the Treasury for obli-
gations of comparable maturity to a term selected by the bor-
rower pursuant to paragraph 3).

“(3) LOAN TERM.—Subject to paragraph (4), the borrower of
a loan that is refinanced under this section—
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“(A) shall select the term for which an interest rate
shall be determined pursuant to paragraph (2); and

“(B) at the end of the term (and any succeeding term
selected by the borrower under this paragraph), may renew
the loan for another term selected by the borrower.

“(4) MAXIMUM TERM.—The borrower may not select a term
pursuant to paragraph (3) that ends after the maturity date set
for the loan before the refinancing of the loan under this sec-
tion.

“(5) EXISTING LOANS.—In the case of the refinancing of a
loan of a borrower pursuant to this section and the inclusion
of a penalty in the outstanding principal balance of the refi-
nanced loan pursuant to subsection (b)(3)—

“(A) the refinancing and inclusion of the penalty shall
not be subject to appropriations or limited by the amount
provided during a fiscal year for new loans, loan guaran-
tees, or other credit activity;

“(B) the request of the borrower for the refinancing
under this section may not be denied or delayed; and

“(C) the borrower may not be limited in the selection of
any refinancing or prepayment option provided by this sec-
tion to the borrower.”.

(b) REGULATIONS.—Not later than 45 days after the date of en-
actment of this section, the Administrator of the Rural Electrifica-
tion Administration shall issue interim final regulations to carry
out the amendment made by subsection (a).

Subtitle C—Agricultural Trade

SEC. 1301. ACREAGE REDUCTION REQUIREMENTS.
(a) IN GENERAL.—Section 1104 of the Omnibus Budget Rec-
onciliation Act of 1990 (7 U.S.C. 1445b-3a note) is amended—

(1) in subsection (a), by striking paragraph (2) and insert-
ing the following new paragraph:

“(2) corn under which the acreage planted to corn for har-
vest on a farm would be limited to the corn crop acreage base
fordthe farm for the crop reduced by not less than 7%z percent.”;
an
. l(2)” in subsection (b)(2), by striking “grain sorghum, and

arley,”.
(b) READJUSTMENT OF SUPPORT LEVELS.—Section 1302 of such
Act (7 U.S.C. 1421 note) is amended—
(1) in subsection (b)—
(A) by striking paragraph (1); and
(B) by redesignating paragraphs (2) and (3) as para-
?Zr)aphs (. é) and (2)(,)regpectiv:ly;
in subsection (c), striking “and other pr P
(3) in subsection (d)—y & programs’; and
(A) in paragraph (1)—
?z))bg' strZein.g subparaglr)'aph (A); and
ii) by redesignating subparagraphs (B
subparagraphs (A) and (B), respeﬁ‘ivgly; (®) and (C) as
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(B) in_paragraph (2), by striking “(A), (B , and (C)”
and inserting “(A) and (B)”; dynd e ®), and (C)
©) i?)pgyragrf;zph 3)—
3 striking “measures specified in sub h
(A) of paragraph (1) and”; andp e paragrap
. (ir) by striking “(B) or (C)” and inserting “(A) or

SEC. 1302. MARKET PROMOTION PROGRAM.

(a) REDUCTION OF FUNDING LEVEL.—Section 211(c)(1) of the
Agr.-r,qultu“ral Trade Act of 1978 (7 U.S.C. 5641(c)(1)) is amended by
striking “through 1995” and inserting “through 1993, and not less
than $110,000,000 for each of the fiscal years 1994 through 1997,”.

(b) SECRETARIAL ACTIONS TO ACHIEVE SAVINGS.—In order to
enable the Secretary of Agriculture to achieve the savings required
in the market promotion program established by section 203 of the
Agricultural Trade Act of 1978 (7 U.S.C. 5623) as a result of the
amendments made by this section:

(1) UNFAIR TRADE PRACTICES.—Paragraph (2) of section
203(c) of such Act is amended to read as follows:

“(2) UNFAIR TRADE PRACTICES.—

“(A) REQUIREMENT.—Except as provided in subpara-
graph (B), the Secretary shall provide assistance under this
section only to counter or offset the adverse effects of a sub-
sidy, import quota, or other unfair trade practice of a for-
elgn country.

“(B) EXCEPTION.—The Secretary shall waive the re-
quirements of this paragraph in the case of activities con-
ducted by small entities operating through the regional
State-related organizations.”.

(2) GUIDELINES.—The Secretary of Agriculture should im-
plement changes in the market promotion program established
by section 203 of such Act, beginning with fiscal year 1994, in
order to improve the effectiveness of the program and to meet
the following objectives:

(A) PrIORITY.—In providing assistance for branded
promotion, the Secretary should give priority to small-sized
entities.

(B) GRADUATION.—The Secretary should not provide
assistance under the program to promote a specific branded
product in a single market for more than 5 years unless the
Secretary determines that further assistance is necessary in
order to meet the objectives of the program.

(C) CONTRIBUTION LEVEL.— i

(i) IN GENERAL.—The Secretary should require a
minimum contribution level of 10 percent from an eli-
gible trade organization that receives assistance for
nonbranded promotion.

(ii) INCREASES IN CONTRIBUTION LEVEL.—The Sec-
retary may increase the contribution level in any subse-
quent year that an eligible trade organization receives
assistance for nonbranded promotion. .
(D) ADDITIONALITY.—The Secretary should require

each participant in the program to certify that any Federal

funds received supplement, but do not supplant, private or
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third party participant funds or other contributions to pro-

gram activities.

(E) INDEPENDENT AUDITS.—If as a result of an evalua-
tion or audit of activities of a participant under the pro-
gram, the Secretary determines that a further review is jus-
tified in order to ensure compliance with the requirements
of the program, the Secretary should require the participant
to contract for an independent audit of the program activi-
ties, including activities of any subcontractor.

(3) ToBacco.—No funds made available under the market
promotion program may be used for activities to develop, main-
tain, or expand foreign markets for tobacco.

(c) REGULATIONS.—Not later than 90 days after the date of en-
actment of this Act, the Secretary of Agriculture shall issue regula-
tions to implement this section and the amendments made by this
section.

Subtitle D—Miscellaneous

SEC. 1401. ADMISSION, ENTRANCE, AND RECREATION FEES,
(a) DEFINITIONS.—As used in this section:

(1) AREA OF CONCENTRATED PUBLIC USE.—The term “area
of concentrated public use” means an area administered by the
Secretary that meets each of the following criteria:

(A) The area is managed primarily for outdoor recre-
ation purposes.

(B) Facilities and services necessary to accommodate
heavy public use are provided in the area.

(C) The area contains at least 1 major recreation at-
traction.

(D) Public access to the area is provided in such a
manner that admission fees can be efficiently collected at 1
or more centralized locations.

(2) BOAT LAUNCHING FACILITY.—The term “boat launching
facility” includes any boat launching facility, regardless of
whether specialized facilities or services, such as mechanical or
hydraulic boat lifts or facilities, are provided.

(3) CAMPGROUND.—The term “campground” means any
campground where a majority of the following amenities are
provided, as determined by the Secretary:

(A) Tent or trailer spaces.

(B) Drinking water.

(C) An access road.

(D) Refuse containers.

(E) Toilet facilities.

(F) The personal collection of recreation use fees by an
employee or agent of the Secretary.

(G) Reasonable visitor protection.

(H) If campfires are permitted in the campground, sim-
ple devices for containing the fires.

(4) SECRETARY.—The term “Secretary” means the Secretary
of Agriculture.

(b) AuTHORITY TO IMPOSE FEES.—The Secretary may charge—



23

(1) admission or entrance fees at national monuments, na-
tional volcanic monuments, national scenic areas, and areas of
concentrated public use administered by the Secretary; and

(2) recreation use fees at lands administered by the Sec-
retary in connection with the use of specialized outdoor recre-
ation sites, equipment, services, and facilities, including visi-
tors’ centers, picnic tables, boat launching facilities, and camp-
grounds.

(c) AMOUNT OF FEES.—The amount of the admission, entrance,
and recreation fees authorized to be imposed under this section
shall be determined by the Secretary.

SEC. 1402. ENVIRONMENTAL CONSERVATION ACREAGE RESERVE PRO-
GRAM AMENDMENTS.

(a) ENVIRONMENTAL CONSERVATION ACREAGE RESERVE PRO-
GRAM.—Section 1230(b) of the Food Security Act of 1985 (16 U.S.C.
3830(b)) is amended by striking “to place in” and all that follows
through “acres”.

(b) CONSERVATION RESERVE PROGRAM.—Section 1231(d) of
such Act (16 U.S.C. 3831(d)) is amended—

(1) by striking “may” and inserting “shall”;

(2) by striking “the amount of acres specified in section
1230(b)” and inserting “a total of 38,000,000 acres during the
1986 through 1995 calendar years”; and

(3) by striking “each of calendar years 1994 and 1995” and
inserting “the 1995 calendar year”.

(c) WETLANDS RESERVE PROGRAM.—Section 1237 of such Act
(16 U.S.C. 3837) is amended—

(1) by striking subsection (b) and inserting the following
new subsection:

“(b) MINIMUM ENROLLMENT.—The Secretary shall enroll into
the wetlands reserve program—

“(1) a total of not less than 330,000 acres by the end of the
1995 calendar year; and

“(2) a total of not less than 975,000 acres during the 1991
through 2000 calendar years.”; and . _

(2) in subsection (c), by striking “1995” and inserting
“2000”.

SEC. 1403. FEDERAL CROP INSURANCE.

(a) ACTUARIAL SOUNDNESS.—Section 506 of the Federal Crop
Insurance Act (7 U.S.C. 1506) is amended by adding at the end the
following new subsection:

“(n) ACTUARIAL SOUNDNESS.—The Corporation shall take such
actions as are necessary to improve the actuarial soundness of Fed-
eral multiperil crop insurance coverage made available under this
title to achieve, on and after October 1, 1995, an overall projected
loss ratio of not greater than 1.1, including— _

“(1) instituting appropriate requirements for documentation
of the actual production history of insured producers to estab-
lish recorded or appraised yields for Federal crop insurance
coverage that more accurately reflect the associated actuarial
risk, except that the Corporation may not carry out this para-
graph in a manner that would prevent beginning farmers from
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obtaining adequate Federal crop insurance, as determined by
the Corporation; .

“(2) establishing in counties, to the extent practicable, a
crop insurance option based on area yields in a manner that al-
lows an insured producer to qualify for an indemnity if a loss
has occurred in a specified area in which the farm of the in-
sured producer is located; . .

“(3) establishing a database that contains the social secu-
rity account and employee identification numbers of participat-
ing producers and using the numbers to identify insured pro-
ducers who are high risk for actuarial purposes and insured
producers who have not documented at least 4 years of produc-
tion history, to assess the performance of insurance providers,
and for other purposes permitted by law; and

“(4) taking any other measures authorized by law to im-
prove the actuarial soundness of the Federal crop insurance
program while maintaining fairness and effective coverage for
agricultural producers.”.

(b) CONFORMING AMENDMENTS.—

(1) REINSURANCE.—Section 508(h) of such Act (7 U.S.C.
1508(h)) is amended by striking the fifth sentence and inserting
the following new sentence: “The Corporation shall also pay op-
erating and administrative costs to insurers of policies on
which the Corporation provides reinsurance in an amount de-
termined by the Corporation.”.

(2) AREA YIELD PLAN.—Section 508 of such Act (7 U.S.C.
1508) is amended by adding at the end the following new sub-
section:

“(n) AREA YIELD PLAN.—

“(1) IN GENERAL.—Notwithstanding any other provision of
this title, the Corporation may offer, only as an option to indi-
vidual crop insurance coverage available under this Act, a crop
insurance plan based on an area yield that allows an insured
producer to qualify for an indemnity if a loss has occurred in
an area, as specified by the Corporation, in which the farm of
the producer is located.

“(2) LEVEL OF COVERAGE.—Under a plan offered under
paragraph (1), an insured producer shall be allowed to select
the level of production at which an indemnity will be paid con-
igsteg,t with terms and conditions established by the Corpora-
ion.”,

(3) YIELD COVERAGE.—Section 508A of such Act (7 U.S.C.
1508a) is amended—

(A) in subsection (a)(1), by striking “may” and inserting

“shall”; and

(B) in subsection (b)—
(i) in paragraph (1)(A)—

(I) by striking “A crop insurance contract” and
all that follows through “producer—” and inserting
“Under regulations issued by the Corporation, a
crop insurance contract offered under this title to
an eligible insured producer of a commodity with
respect to which the Corporation provides crop in-
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surance coverage shall make available to the pro-
ducer either—”;
(I1) by striking “or” at the end of clause (i);
(IID) in clause (ii)—
(aa) by striking “5” and inserting “4
building to 10”; and
(bb) by striking the period at the end and
inserting “; or”; and
(IV) by adding at the end the following new
clause:
“(iii) yield coverage based on—

. “() not less than 65 percent of the transitional
yield of the producer (adfusted to reflect actual ex-
perience), as specified in regulations issued by the
Corporation based on production history require-
ments; or

“(II) the area yield under section 508(n) for the
crop established under the program for the com-
modity involved.”;

(ii) in paragraph (1)(B)—

(I) by striking “two” and inserting “3”; and

(II) by inserting after “subparagraph (A)” the
following: “, where available (as determined by the
Corporation),”;

(iii) in paragraph (2)—

(1) by striking “5” and inserting “4 building to
10”; and

(I) by inserting after “previous crops,” the fol-
lowing: “not less than 65 percent of the transi-
tional yield of the producer (adjusted to reflect ac-
tual experience), or the area yield,”; and
(iv) in paragraph (3)(A)(i), by inserting after “farm

program yield” the following: “, not less than 65 per-
cent of the transitional yield of the producer (adjusted
to reflect actual experience), as specified in regulations
tssued by the Corporation based on production histo
requirements, or the area yield under section 508(n),
whichever is applicable,”.

(c) EFFECTIVE DATE.— _

(1) IN GENERAL.—Except as provided in paragraph (2), this
section and the amendments made by this section shall become
effective on October 1, 1993.

(2) REGULATIONS.—Not later than 30 days after the date of
enactment of this Act, the Secretary of Agriculture shall pub-
lish, for public comment, proposed regulations to implement the
amendments made by this section.

TITLE II—ARMED SERVICES
PROVISIONS

SEC. 2001. LIMITATION ON COST-OF-LIVING ADJUSTMENTS FOR MILI-
TARY RETIREES.

Section 1401a(b) of title 10, United States Code, is amended—
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(1) in paragraph (2), by striking out “The Secretary” and
inserting in lieu thereof “Except as provided in paragraph (6),
the Secretary”; and )

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

“(6) SPECIAL RULES FOR PARAGRAPH (2) FOR FISCAL YEARS
1994 THROUGH 1998.—

“(A) FISCAL YEAR 1994.—In the case of an increase in
the retired pay of a member or former member referred to
in paragraph (2) that, pursuant to paragraph (1), becomes
effective on December 1, 1993, the initial month for which
such increase is payable as part of such retired pay shall
(notwithstanding such December 1 effective date) be March
1994.

“(B) FISCAL YEARS 1995 THROUGH 1998.—In the case of
an increase in retired pay of a member or former member
referred to in paragraph (2) that, pursuant to paragraph
(1), becomes effective on December 1 of 1994, 1995, 1996, or
1997, the initial month for which such increase is payable
as part of such retired pay shall (notwithstanding such De-
cember 1 effective date) be September of the following year.

“(C) INAPPLICABILITY TO DISABILITY RETIREES.—Sub-
paragraphs (A) and (B) do not apply with respect to the re-
tir;zed pay of a member retired under chapter 61 of this
title.”.

TITLE III—BANKING AND HOUSING
PROVISIONS

SEC. 3001. NATIONAL DEPOSITOR PREFERENCE.
(@) IN GENERAL.—Section 11(d)(11) of the Federal Deposit In-
surance Act (12 U.S.C. 1821(d)(11)) is amended to read as follows:
“(11) DEPOSITOR PREFERENCE.—

“lA) IN GENERAL.—Subject to section 5(e)(2)(C),
amounts realized from the liquidation or other resolution of
any insured depository institution by any receiver ap-
pointed for such institution shall be distributed to pay
claims (other than secured claims to the extent of any such
security) in the following order of priority:

“(i) Administrative expenses of the receiver.
“(ii) Any deposit liability of the institution.
. “(i1) Any other general or senior liability of the in-
stitution (which is not a liability described in clause

(iv) or (v)).

“(iv) Any obligation subordinated to depositors or
general creditors (which is not an obligation described

in clause (v)).

~ “(v) Any obligation to shareholders or members
arising as a result of their status as shareholders or
members (including any depository institution holding
comp)any or any shareholder or creditor of such com-
pany).

“(B) EFFECT ON STATE LAW.—
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“(t) IN GENERAL.—The provisions of subparagraph
(A) shall not supersede the law of any State except to
the extent such law is inconsistent with the provisions
of such subparagraph, and then only to the extent of
the inconsistency. -

“(ti) PROCEDURE FOR DETERMINATION -OF _INCON-
SISTENCY.—Upon the Corporation’s own motion or
upon the request of any person with a claim described
in subparagraph (A) or any State which is submitted
to the Corporation in accordance with procedures
which the Corporation shall prescribe, the Corporation
shall determine whether any provision of the law of
any State is inconsistent with any provision of sub-
paragraph (A) and the extent of any such inconsistency.

“(iir) JUDICIAL REVIEW.—The final determination
of the Corporation under clause (ii) shall be subject to
jcz'u{digial review under chapter 7 of title 5, United States

'ode.

“(C) ACCOUNTING REPORT.—Any distribution by the
Corporation in connection with any claim described in sub-
paragraph (A)(v) shall be accompanied by the accounting
report required under paragraph (15)(B).”.

(b) TECHNICAL AND CONFORMING AMENDMENTS.—

(1) Section 11(c)(13) of the Federal Deposit Insurance Act
(12 U.S.C. 1821(c)(13)) is amended—

(A) in subparagraph (A), by striking “subject to sub-
paragraph (B),”:

%} by inserting “and” after the semicolon at the end of

subparagraph (A);

(i C)aiy striking subparagraph (B); and

(’?) )by redesignating subparagraph (C) as subpara-

raph (B).

?2) g’ection 11(g)(4) of the Federal Deposit Insurance Act (12
U.S.C. 1921(g)(4)) is amended by striking “If the Corporation”
and inserting “Subject to subsection (d)(11), if the Corporation”.
(c) EFFECTIVE DATE.—The amendments made by this section

shall apply with respect to insured depository institutions for which
a receiver is appointed after the date of the enactment of this Act.

SEC. 3002. TRANSFER OF FEDERAL RESERVE SURPLUSES. )

(a) IN GENERAL.—The 1st undesignated paragraph of section 7
;f the Federal Reserve Act (12 U.S.C. 289) is amended to read as
ollows:

“(a) DIVIDENDS AND SURPLUS FUNDS OF RESERVE BANKS.—

“(1) STOCKHOLDER DIVIDENDS.—

“(A) IN GENERAL.—After all necessary expenses of a

Federal reserve bank have been paid or provided for, the

stockholders of the bank shall be entitled to receive an an-

nual dividend of 6 percent on paid-in capital stock. o

“(B) DIVIDEND CUMULATIVE.—The entitlement to divi-
dends under subparagraph shall be cumulative.

“(2) DEPOSIT OF NET EARNINGS IN SURPLUS FUND.—That
portion of net earnings of each Federal reserve bank which re-
mains after dividend claims under subparagrc;ph (A) have been
fully met shall be deposited in the surplus fund of the bank.
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“(3) PAYMENT TO TREASURY.—During fiscal years 1997 and
1998, any amount in the surplus fund of any Federal reserve
bank in excess of the amount equal to 3 percent of the total
paid-in capital and surplus of the member banks of such bank
shall be transferred to the Board for transfer to the Secretar;y
of the Treasury for deposit in the general fund of the Treasury.”.
(b) ADDITIONAL TRANSFERS FOR FISCAL YEARS 1997 AND

1998.—

(1) IN GENERAL.—In addition to the amounts required to be
transferred from the surplus funds of the Federal reserve banks
pursuant to section 7(a)(3) of the Federal Reserve Act, the Fed-
eral reserve banks shall transfer from such surplus funds to the
Board of Governors of the Federal Reserve System for transfer
to the Secretary of the Treasury for deposit in the general fund
of the Treasury, a total amount of $106,000,000 in fiscal year
1997 and a total amount of $107,000,000 in fiscal year 1998.

(2) ALLOCATION BY FED.—Of the total amount required to
be paid by the Federal reserve banks under paragraph (1) for
fiscal year 1997 or 1998, the Board of Governors of the Federal
Reserve System shall determine the amount each such bank
shall pay in such fiscal year.

(3) REPLENISHMENT OF SURPLUS FUND PROHIBITED.—No
Federal reserve bank may replenish such bank’s surplus fund
by the amount of any transfer by such bank under paragraph
(1) during fiscal years 1997 and 1998.

(c) TECHNICAL AND CONFORMING AMENDMENTS.—

(1) The penultimate undesignated paragraph of section 7 of
the Federal Reserve Act (12 U.S.C. 290) is amended by striking
“The net earnings derived” and inserting “(b) USE OF EARNINGS
TRANSFERRED TO THE TREASURY.—The net earnings derived”.

(2) The last undesignated paragraph of section 7 of the
Federal Reserve Act (12 U.S.C. 531) is amended by striking
“Federal reserve banks” and inserting “(c) EXEMPTION FROM
TAXATION.—Federal reserve banks”,

SEC. 3003. USE OF RETURN DATA FOR INCOME VERIFICATION UNDER
CERTAIN HOUSING ASSISTANCE PROGRAMS.

Section 904 of the Stewart B. McKinney Homeless Assistance

Amendments Act of 1988 (42 U.S.C. 3544) is amended as follows:

(1) DEFINITION.—In subsection (a), by adding at the end
the following:

“(4) PROGRAM OF THE DEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT.—The term ‘program of the Department of Hous-
ing and Urban Development’ includes Indian housing programs
?;‘?;tfd under title II of the United States Housing Act of

(2) CONSENT FORMS.—In subsection (b)—

(A) in paragraph (1), bg' striking “and” at the end;
(B) in paragraph (2), by striking the period at the end
and inserting “ and”;
(C) by inserting after paragraph (2) the following new
paragraph:
.. “(3) sign a consent form approved by the Secretary author-
izing the Secretary to request the Commissioner of Social Secu-
rity and the Secretary of the Treasury to release information
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pursuant to section 6103(1)(7)(D)(ix) of the Internal Revenue
Code of 1986 with respect to such applicant or participant for
the sole purpose of the Secretary verifying income information
pertinent to the applicant’s or participant’s eligibility or level of
benefits.”; and

(D) in the last sentence, by striking “This” and insert-

;r’:g ’fhe following: “Except as provided in this subsection,

1s”.

3) APPLICANT, PARTICIPANT, AND PUBLIC HOUSING AGENCY
PROTECTIONS.—In subsection (c)(2)—

(A) in subparagraph (A)—

(i) in the matter preceding clause (i)—

(I) by inserting after “compensation law” the
following: “or pursuant to section 6103(1)(7)(D)(ix)

g the Internal Revenue Code of 1986 from the

ommissioner of Social Security or the Secretary
of the Treasury”; and

(II) by inserting “(in the case of information

obtained pursuant to such section 303(1))” before

“representatives”; and

(ii) in clause (ii), by inserting “or public housing
agency” after “owner” each place it appears; and
(B) in subparagraph (B), by inserting after “wages”

each place it appears tfe following: “, other earnings or in-
come,”.
(4) PENALTY.—In subsection (¢)(3)—

(A) in subparagraph (A), by inserting “or section
6103(W)(7)(D)(ix) of the Internal Revenue Code of 1986 with-
out consent pursuant to subsection (b) of this section or”
after “Social Security Act”; and

(B) in the first sentence of subparagraph (B)—

(i) by striking clause (i) and inserting the follow-
ing: “(i) a negligent or knowing disclosure of informa-
tion referred to in this section, section 303(i) of the So-
cial Security Act, or section 6103(1)(7)(D)(ix) of the In-
ternal Revenue Code of 1986 about such person by an
officer or employee of any public housing agency or
owner (or employee thereof{ which disclosure is not au-
thorized by this sectior, such section 303(1), such sec-
tion 6103(1)(7)(D)(ix), or any regulation implementing
this section, such section 303(i), or such section
6103()(7)(D)(ix), or for which consent, pursuant to sulz}-
section (b) of this section, has not been granted, or’;

and
(ii) in clause (ii), by inserting “such section
6103((7)(D)(ix),” after “303(i),”. _
(5) CONFORMING AMENDMENT.—The heading of subsection
(c) of section 904 of the Stewart B. McKinney Homeless Assist-
ance Amendments Act of 1988 is amended by striking “STATE
EMPLOYMENT”.
SEC. 3004. GNMA REMIC GUARANTEE FEES.
Section 306(g)(3) of the National Housing Act (12 U.S.C.
1721(g)(3)) is amended by adding at the end the following new sub-
paragraph:
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“(E)(i) Notwithstanding subparagraphs (A) through (D), fees
charged for the guarantee of, or commitment to guarantee,
multiclass securities backed by a trust or pool of securities or notes
guaranteed by the Association under this subsection, and other re-
lated fees shall be charged by the Association in an amount the As-
sociation deems appropriate. The Association shall take such action
as may be necessary to reasonably assure that such portion of the
benefit, resulting from the Association’s multiclass securities pro-
gram, as the Association determines is appropriate accrues to mort-
gagors who execute eligible mortgages after the date of the enact-
ment of this subparagraph.

“(it) The Association shall provide for the initial implementa-
tion of the program for which fees are charged under the first sen-
tence of clause (i) by notice published in the Federal Register. The
notice shall be effective upon publication and shall provide an op-
portunity for public comment. Not later than 12 months after publi-
cation of the notice, the Association shall issue regulations for such
program based on the notice, comments received, and the experience
of the Association in carrying out the program during such period.

“(iii) The Association shall consult with persons or entities in
such manner as the Association deems appropriate to ensure the ef-
ficient commencement and operation of the multiclass securities pro-
gram.

“(iv) No State or local law, and no Federal law (except Federal
law enacted expressly in limitation of this clause after the effective
date of this subparagraph) shall preclude or limit the exercise by the
Association of its power to contract with persons or entities, and its
rights to enforce such contracts, for the purpose of ensuring the effi-
cient commencement and continued operation of the multiclass secu-
rities program.”.

SEC. 3005. MUTUAL MORTGAGE INSURANCE FUND PREMIUMS.

To improve the actuarial soundness of the Mutual Mortgage In-
surance Fund under the National Housing Act, the Secretary of
Housing and Urban Development shall increase the rate at which
the Secretary earns the single premium payment collected at the
time of insurance of a mortgage that is an obligation of such Fund
(with respect to the rate in effect on the date of the enactment of this
Act). In establishing such increased rate, the Secretary shall con-
sider any current audit findings and reserve analyses and informa-
tion regarding the expected average duration of mortgages that are
obligations of such Fund and may consider any other information
that the Secretary determines to be appropriate.

TITLE IV—STUDENT LOAN AND ERISA
PROVISIONS

SEC. 4001. TABLE OF CONTENTS.
The table of contents for this title is as follows:

TITLE IV—STUDENT LOAN AND ERISA PROVISIONS
Sec. 4001. Table of contents.
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Subtitle A—Direct Student Loan Provisions
Sec. 4011. Short title; references.

CHAPTER 1—FEDERAL DIRECT STUDENT LOAN PROGRAM
Sec. 4021. Federal direct student loan program.

CHAPTER 2—CONFORMING AMENDMENTS TO THE HIGHER EDUCATION ACT OF 1965

Sec. 4041. Preserving loan access.
Sec. 4042. Guaranty agency reserves.
Sec. 4043. Terms of loans.

Sec. 4044. Assignment of loans.

Sec. 4045. Termination of guaranty agency agreements; assumption of guaranty

agency functions by the Secretary.
Sec. 4046. Consolitﬁltion loans.

Sec. 4047. Consolidation of programs.

Subtitle B—Additional Savings From The Student Loan Programs

Sec. 4101. Reduction of borrower interest rates.
Sec. 4102. Reduction in loan fees paid by students.
Sec. 4103. Loan fees from lenders.

Sec. 4104 %set fee.
(1

Sec. 4105. mination of tax exempt floor.
Sec. 4106. Reduction in interest rate for consolidation loans; rebate fee.
Sec. 4107. Reinsurance fees and administrative cost allowance.
Sec. 4108. Risk sharing.
Sec. 4109. Plus loan disbursements.
Sec. 4110. Secretary’s equitable share.
Sec. 4111. Reduction in the special allowance payment.
Sec. 4112.- Supplemental preclaims assistance.
Subtitle C—Cost Sharing by States

Sec. 4201. Cost sharing by States.

Subtitle D—Group Health Plans
Sec. 4301. Standards for group health plan coverage.

Subtitle A—Direct Student Loan Provisions

SEC. 4011. SHORT ITLE; REFERENCES.

(a) SHORT TITLE.—This subtitle may be cited as the “Student
Loan Reform Act of 1993”. )

(b) REFERENCES.—References in this subtitle and subtitles B
and C to “the Act” are references to the Higher Education Act of
1965 (20 U.S.C. 1001 et seq.).

CHAPTER 1—FEDERAL DIRECT STUDENT LOAN
PROGRAM

SEC. 4021. FEDERAL DIRECT STUDENT LOAN PROGRAM.

; Part D of title IV (20 U.S.C. 1087a) is amended to read as fol-
ows:

“PART D—FEDERAL DIRECT STUDENT LOAN
PROGRAM

“SEC. 451. PROGRAM AUTHORITY. ) )

There are hereby made available, in accordance with the provi-
sions of this part, such sums as may be necessary to make loans to
all eligible students (and the eligible parents of such students) in at-
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tendance at participating institutions of higher education selected
by the Secretary, to enable such students to pursue their courses of
study at such institutions during the period beginning July 1, 1994.
Such loans shall be made by participating institutions, or consortia
thereof, that have agreements with the Secretary to originate loans,
or by alternative originators designated by the Secretary to make
loans for students in attendance at participating institutions (and
their parents).

“SEC. 452. FUNDS FOR ORIGINATION OF DIRECT STUDENT LOANS.

“(a) IN GENERAL.—The Secretary shall provide, on the basis of
the need and the eligibility of students at each participating institu-
tion, and parents of such students, for such loans, funds for student
and parent loans under this part— )

“(1) directly to an institution of higher education that has
an agreement with the Secretary under section 454(a) to partici-
pate in the direct student loan programs under this part and
that also has an agreement with the Secretary under section
454(b) to originate loans under this part; or

. “(2) through an alternative originator designated by the

Secretary to students (and parents of students) attending insti-

tutions of higher education that have an agreement with the

Secretary under section 454(a) but that do not have an agree-

ment with the Secretary under section 454(b).

“(b) FEES FOR ORIGINATION SERVICES.—

“(1) FEES FOR INSTITUTIONS.—The Secretary shall pay fees
to institutions of higher education (or a consortium of such in-
stitutions) with agreements under section 454(b), in an amount
established by the Secretary, to assist in meeting the costs of
loan origination. Such fees—

“(A) shall be paid by the Secretary based on all the
loans made under this part to a particular borrower in the
same academic year;

“(B) shall be subject to a sliding scale that decreases
the per borrower amount of such fees as the number of bor-
rowers increases; and

“(C)i) for academic year 1994-1995, shall not exceed a
program-wide average of $10 per borrower for all the loans
made under this part to such borrower in the same aca-
demic year; and

“(ti) for succeeding academic years, shall not exceed
such average fee as the Secretary shall establish pursuant
to regulations.

“(2) FEES FOR ALTERNATIVE ORIGINATORS.—The Secretary
shall pay fees for loan origination services to alternative origi-
nators of loans made under this part in an amount established
by the Secretary in accordance with the terms of the contract
described in section 456(b) between the Secretary and each such
alternative originator.

. “e) No ENTITLEMENT To PARTICIPATE OR ORIGINATE.—No in-
stitution of higher education shall have a right to participate in the
programs authonze_d by this part, to originate loans, or to perform
any program function under this part. Nothing in this subsection
shall be construed so as to limit the entitlement of an eligible stu-
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dent attending a participating institution (or the eligible parent of
such student) to borrow under this part.

“(d) DELIVERY OF LOAN FUNDS.—Loan funds shall be paid and
delivered to an institution by the Secretary prior to the beginning
of the payment period established by the Secretary in a manner that
is consistent with payment and delivery of basic grants under sub-
part 1 of part A of this title.

“SEC. 453. SELECTION OF INSTITUTIONS FOR PARTICIPATION AND
ORIGINATION.

“(a) PHASE-IN OF PROGRAM. —

“(1) GENERAL AUTHORITY.—The Secretary shall enter into
agreements pursuant to section 454(a) with institutions of high-
er education to participate in the direct student loan program
under this part, and agreements pursuant to section 454(b) with
institutions of higher education, or consortia thereof, to origi-
nate loans in such program, for academic years beginning on
or after July 1, 1994. Alternative origination services, through
which an entity other than the participating institution at
which the student is in attendance originates the loan, shall be
provided by the Secretary, through 1 or more contracts under
section 456(b) or such other means as the Secretary may pro-
vide, for students attending participating institutions that do
not originate direct student loans under this part. Such agree-
ments for the academic year 1994-1995 shall, to the extent fea-
sible, be entered into not later than January 1, 1994.

“(2) TRANSITION PROVISIONS.—In order to ensure an expedi-
tious but orderly transition from the loan programs under part
B of this title to the direct student loan program under this
part, the Secretary shall, in the exercise of the Secretary’s dis-
cretion, determine the number of institutions with which the
Secretary shall enter into agreements under subsections (a) and
(b) of section 454 for any academic year, except that the Sec-
retary shall exercise such discretion so as to achieve the follow-
ing goals:

“(A) for academic year 1994-1995, loans made under
this part shall represent 5 percent of the new student loan
volume for such year;

“(B) for academic year 1995-1996, loans made under
this part shall represent 40 percent of the new student loan
volume for such year;

“(C) for academic years 1996-1997 and 1997-1998,
loans made under this part shall represent 50 percent of
the new student loan volume for such years; and

“(D) for the academic year that begins in fiscal year
1998, loans made under this part shall represent 60 percent
of the new student loan volume for such year.

“(3) EXCEPTION.—The Secretary may exceed the percentage
goals described in subparagraphs (C) or (D) of paragraph (2)
if the Secretary determines that a higher percentage is war-
ranted by the number of institutions of higher education that
desire to participate in the program under this part and that
meet the eligibility requirements for such participation. _

“(4) NEW STUDENT LOAN VOLUME.—For the purpose of this
subsection, the term ‘new student loan volume’ means the esti-
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mated sum of all loans (other than consolidation loans) that
will be made, insured or guaranteed under this part and part
B in the year for which the determination is made. The Sec-
retary shall base the estimate described in the preceding sen-
tence on the most recent program data available.

“(b) SELECTION CRITERIA.— ) i

“(1) APPLICATION.—Each institution of higher education de-
siring to participate in the direct student loan program under
this part shall submit an application satisfactory to the Sec-
retary containing such information and assurances as the Sec-
retary may require. .

*9) SELECTION PROCEDURE.—The Secretary shall select in-
stitutions for participation in the direct student loan program
under this part, and shall enter into agreements with such in-
stitutions under section 454(a), from among those institutions
that submit the applications described in paragraph (1), and
meet such other eligibility requirements as the Secretary shall
prescribe, by, to the extent possible— .

“(A)(i) categorizing such institutions according to an-
ticipated loan volume, length of academic program, control
of the institution, highest degree offered, size of student en-
rollment, geographic location, annual loan volume, and de-
fault experience; and
_ “(ii) beginning in academic year 1995-1996 selecting
institutions that are reasonably representative of each of
the catefo_ries described pursuant to clause (i); and

“(B) if the Secretary determines it necessary to carry
c;ut the purposes of this part, selecting additional institu-

ions.

“(c) SELECTION CRITERIA FOR ORIGINATION.—

“(1) IN GENERAL.—The Secretary may enter into a supple-
mental agreement with an institution (or a consortium of such
institutions) that—

“(A) has an agreement under subsection 454(a);

“(B) desires to originate loans under this part; and

“(C) meets the criteria described in paragraph (2).

“(2) TRANSITION SELECTION CRITERIA.—For academic year
1994-1995, the Secretary may approve an institution to origi-
nate loans only if such institution—

“(A) made loans under part E of this title in academic
year 1993-1994 and did not exceed the applicable maxi-
mum default rate under section 462(g) for the most recent
ﬁsca£ ear for which data are available;
any o f’Bi hl: not on the r:z;imbursgment system of payment for

programs under subpart 1

C, o part E of this title; i or 3 of part 4, part

; s not overdue on progr ]
audt‘fs required under this t‘t?tle,g am or financial reports or
tion gl.;)s is not subject to an emergency action, or a limita-
432?’1(), ol:eélss;t;g,; or termination under section 428(b)(1)(T),

.. “(E) in the opinion of the Secretary, has ;

nificant deficiencies ident{}ied by a St;:tye, posts’elggn’éad S

Uiew entity under subpart 1 of part H of this title; ary e
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“(F) in the opinion of the Secretary, has not had severe
performance deficiencies for any of the programs under this
title, including such deficiencies demonstrated by audits or
program reviews submitted or conducted during the 5 cal-
endar years immediately preceding the date of application;

“(G) provides an assurance that such institution has no
delinquent outstanding debts to the Federal Government,
unless such debts are being repaid under or in accordance
with a repayment arrangement satisfactory to the Federal
Government, or the Secretary in the Secretary’s discretion
determines that the existence or amount of such debts has
not be;n finally determined by the cognizant Federal agen-
cy; an

“(H) meets such other criteria as the Secretary may es-
tablish to protect the financial interest of the United States
and to promote the purposes of this part.

“(3) REGULATIONS GOVERNING APPROVAL AFTER TRANSI-
TION.—For academic year 1995-1996 and subsequent academic
years, the Secretary shall promulgate and publish in the Fed-
eral Register regulations governing the approval of institutions
to originate loans under this part in accordance with section
457(a)(2).

“(d) ELIGIBLE INSTITUTIONS.—The Secretary may not select an
institution of higher education for participation under this section
unless such institution is an eligible institution under section
435(a).

“(e) CONSORTIA.—Subject to such requirements as the Secretary
may prescribe, eligible institutions of higher education (as deter-
mined under subsection (d)) with agreements under section 454(a)
may apply to the Secretary as consortia to originate loans under
this part for students in attendance at such institutions. Each such
institution shall be required to meet the requirements of subsection
(c) with respect to loan origination.

“SEC. 454. AGREEMENTS WITH INSTITUTIONS.

“(a) PARTICIPATION AGREEMENTS.—An agreement with any in-
stitution of higher education for participation in the direct student
loan program under this part shall—

“(1) provide for the establishment and maintenance of a di-
rect student loan program at the institution under which the in-
stitution will—

“(A) identify eligible students who seek student finan-
cial assistance at such institution in accordance with sec-
tion 484;

“(B) estimate the need of each such student as required
by part F of this title for an academic year, except that, any
loan obtained by a student under this part with the same
terms as loans made under section 428H (except as other-
wise provided in this part), or a loan obtained by a parent
under this part with the same terms as loans made under
section 428B (except as otherwise provided in this part), or
obtained under any State-sponsored or private loan pro-
gram, may be used to offset the expected family contribu-
tion of the student for that year;
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«(C) provide a statement that certifies the eligibility of
any student to receive a loan under this part that is not in
excess of the annual or aggregate limit gzpplzcablg to such
loan, except that the institution may, in exceptional cir-
cumstances identified by the Secretary, refuse to certify a
statement that permits a student to receive a loan under
this part, or certify a loan amount that is less than the stu-
dent’s determination of need (as determined under part F
of this title), if the reason for such action is documented
and provided in written form to such student;

“(D) set forth a schedule for disbursement of the pro-
ceeds of the loan in installments, consistent with the re-
quirements of section 428G; and ‘

“(E) provide timely and accurate information—

“G) concerning the status of student borrowers

(and students on whose behalf parents borrow under

this part) while such students are in attendance at the

institution and concerning any new information of
which the institution becomes aware for such students

(or their parents) after such borrowers leave the institu-

tion, to the Secretary for the servicing and collecting of

loans made under this part; and

__“Gi) if the institution does not have an agreement
with the Secretary under subsection (b), concerning stu-
dent eligibility and need, as determined under sub-
paragraphs (A) and (B), to the Secretary as needed for
the alternative origination of loans to eligible students

v and parents in accordance with this part;

__“(2) provide assurances that the institution will comply
with requirements established by the Secretary relating to stu-
den: loan information with respect to loans made under this
part;

“(3) provide that the institution accepts responsibility and
financial liability stemming from its failure to perform its func-
tions pursuant to the agreement;

“(4) provide that students at the institution and their par-
ents (with respect to such students) will be eligible to partici-
pate in the programs under part B of this title at the discretion
of the Secretary for the period during which such institution
participates in the direct student loan program under this part,
except that a student or parent may not receive loans under
both“thzs part and part B for the same period of enrollment;

(5) provide for the implementation of a quality assurance
system bli g Y uran
ystem, as established by the Secretary and developed in con-
-:}l:it(;z:gt lltt;;(t)h z(zstitutit)lng of higher education, to ensure that

n s com, 3 1
meetll"(rgg) progr:zlm objecgngs?g with program requirements and

6) provide that the institution wi

g’r% i’leant(iic; how:pqrt"describ}eg, to studenlt”orr-l ;taigrc:;'gl;;rgugzsfg{
n activities or t rovist ; ;

essary for a student or parenfto recz:'lveoz C;gg'nl';};bématzqn nec

or any benefits associated with such loan; and er this part,
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_ “(7) include such other provisions as the Secretary deter-
mines are necessary to protect the interests of the United States
gnd to promote the purposes of this part.

‘(b) ORIGINATION.—An agreement with any institution of higher
education, or consortia thereof, for the origination of loans under
this part shall—

_“(1) supplement the agreement entered into in accordance
with subsection (a);

_ “(2) include provisions established by the Secretary that are
similar to the participation agreement provisions described in
paragraphs (I)(E)@i), (2), (3), (4), (5), (6), and (7) of subsection
(a), as modified to relate to the origination of loans by the insti-
tution or consortium;

“(3) provide that the institution or consortium will originate
loans to eligible students and parents in accordance with this
part; and

““ frovide that the note or evidence of obligation on the
loan shall be the property of the Secretary.

“(c) WITHDRAWAL AND TERMINATION PROCEDURES.—The Sec-
retary shall establish procedures by which institutions or consortia
may withdraw or be terminated from the program under this part.

“SEC. 455. TERMS AND CONDITIONS OF LOANS.
“(a) IN GENERAL.—

“(1) PARALLEL TERMS, CONDITIONS, BENEFITS, AND
AMOUNTS.—Unless otherwise specified in this part, loans made
to borrowers under this part shall have the same terms, condi-
tions, and benefits, and be available in the same amounts, as
loans made to borrowers under sections 428, 428B, and 428H
of this title.

“(9) DESIGNATION OF LOANS.—Loans made to borrowers
under this part that, except as otherwise specified in this part,
have the same terms, conditions, and benefits as loans made to
borrowers under—

“CA) section 428 shall be known as ‘Federal Direct Staf-
ford Loans’;
“(B) section 428B shall be known as ‘Federal Direct

PLUS Loans’; and

“(C) section 428H shall be known as ‘Federal Direct

Unsubsidized Stafford Loans’.

“(b) INTEREST RATE.—
“(1) RATES FOR FDSL AND FDUSL.—For Federal Direct Staf-
ford Loans and Federal Direct Unsubsidized Stafford Loans for
which the first disbursement is made on or after July 1, 1994,
the applicable rate of interest shall, during any 12-month _pe-
riod beginning on July 1 and ending on June 30, be determined
on the preceding June 1 and be equal to— _
“(A) the bond equivalent rate of 91-day Treasury bills
auctioned at the final auction held prior to such June I;
lus :
“(B) 3.1 percent,

except that such rate shall not exceed 8.25 percent. _
“9) IN SCHOOL AND GRACE PERIOD RULES.—(A) Notwith-
standing the provisions of paragraph (1), but subject to para-
graph (3), with respect to any Federal Direct Stafford Loan or
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Federal Direct Unsubsidized Stafford Loan for which the first
disbursement is made on or after July 1, 1995, the applicable
rate of interest for interest which accrues— )

“(i) prior to the beginning of the repayment period of
the loan; or ) . L.

“(ii) during the period in which principal need not be
paid (whether or not such principal is in fact paid) by rea-
son of a provision described in section 428(b)(1)(M) or
427(a (2)(CI)J, .

shall not exceed the rate determined under subparagraph (B).

“(B) For the purpose of subparagraph (A), the rate deter-
mined under this subparagraph shall, during any 12-month pe-
riod beginning on July 1 and ending on June 30, be determined .
on the preceding June 1 and be equal to— )

“G) the bond equivalent rate of 91-day Treasury bills
auctioned at the final auction prior to such June 1; plus

“(ii) 2.5 percent,

except that such rate shall not exceed 8.25 percent.

“(3) OUT-YEAR RULE.—Notwithstanding paragraphs (1) and
(2), for Federal Direct Stafford Loans and Federal Direct
Unsubsidized Stafford Loans made on or after July 1, 1998, the
applicable rate of interest shall, during any 12-month period
beginning on July 1 and ending on June 30, be determined on
the preceding June 1 and be equal to—

“(A) the bond equivalent rate of the security with a
comparable maturity as established by the Secretary; plus

“(B) 1.0 percent,

except that such rate shall not exceed 8.25 percent.

“(4) RATES FOR FDPLUS.—(A) For Federal Direct PLUS
Loans for which the first disbursement is made on or after July
1, 1994, the applicable rate of interest shall, during any 12-
month period beginning on July 1 and ending on June 30, be
determined on the preceding June 1 and be equal to—

“(i) the bond equivalent rate of 52-week Treasury bills
auctioned at final auction held prior to such June I; plus

“(ii) 3.1 percent,

except that such rate shall not exceed 9 percent.

“(B) For Federal Direct PLUS loans made on or after July
1, 1998, the agplicable rate of interest shall, during any 12-
month period beginning on July 1 and ending on June 30, be
determined on the preceding June 1 and be equal to—

“(i) the bond equivalent rate of the security with a com-
parable maturity as established by the Secretary; plus

“(it) 2.1 percent,

except that such rate shall not exceed 9 percent.

. “(5) PUBLICATION.—The Secretary shall determine the ap-
plicable rates of interest under this subsection after consultation
with the Secretary of Treasury and shall publish such rate in
the Federal Register as soon as practicable after the date of de-
termination.

“(c) LOAN FEE.—The Secretary shall charge the borrower of a
loan made under this part an origination fee of 4.0 percent of the
principal amount of loan.

“(d) REPAYMENT PLANS.—
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“(1) DESIGN AND SELECTION.—Consistent with criteria es-
tablished by the Secretary, the Secretary shall offer a borrower
of a loan made under this part a variety of plans for repayment
of such loan, including principal and interest on the loan. The
borrower shall be entitled to accelerate, without penalty, repay-
ment on the borrower’s loans under this part. The borrower
may choose—

“(A) a standard repayment plan, with a fixed annual
repayment amount paid over a fixed period of time, consist-
ent with subsection (a)(1) of this section;

“(B) an extended repayment plan, with a fixed annual
repayment amount paid over an extended period of time,
except that the borrower shall annually repay a minimum
amount determined by the Secretary in accordance with
section 428(b)(1)(L);

“(C) a graduated repayment plan, with annual repay-
ment amounts established at 2 or more graduated levels
and paid over a fixed or extended period of time, except
that the borrower’s scheduled payments shall not be less
than 50 percent, nor more than 150 percent, of what the
amortized payment on the amount owed would be if the
loan were repaid under the standard repayment plan; and

“(D) an income contingent repayment plan, with vary-
ing annual repayment amounts based on the income of the
borrower, paid over an extended period of time prescribed
by the Secretary, not to exceed 25 years, except that the
plan described in this subparagraph shall not be available
to the borrower of a Federal Direct PLUS loan.

“(2) SELECTION BY SECRETARY.—If a borrower of a loan
made under this part does not select a repayment plan de-
scribed in paragraph (1), the Secretary may provide the bor-
rower with a repayment plan described in subparagraph (A),
(B), or (C) of paragraph (1).

“(3) CHANGES IN SELECTIONS.—The borrower of a loan
made under this part may change the borrower’s selection of a
repayment plan under paragraph (1), or the Secretary’s selec-
tion of a plan for the borrower under paragraph (2), as the case
may be, under such terms and conditions as may be established
by the Secretary.

“(4) ALTERNATIVE REPAYMENT PLANS.—The Secretary may
provide, on a case by case basis, an alternative repayment plan
to a borrower of a loan made under this part who demonstrates
to the satisfaction of the Secretary that the terms and condi-
tions of the repayment plans available under paragraph (1) are
not adequate to accommodate the borrower’s exceptional cir-
cumstances. In designing such alternative repayment plans, the
Secretary shall ensure that such plans do not exceed the cost to
the Federal Government, as determined on the basis of the
present value of future payments by such borrowers, of loans
made using the plans available under paragraph (1).

“(5) REPAYMENT AFTER DEFAULT.—The Secretary may re-
quire any borrower who has defaulted on a loan made under
this part to—
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“(A) pay all reasonable collection costs associated with

such loan; and . .

“(B) repay the loan pursuant to an income contingent

repayment plan. .

“(e) INCOME CONTINGENT REPAYMENT.—

“(1) INFORMATION AND PROCEDURES.—The Secretary may
obtain such information as is reasonably necessary regarding
the income of a borrower (and the borrower’s spouse, if applica-
ble) of a loan made under this part that is, or may be, repaid
pursuant to income contingent repayment, for the purpose of de-
termining the annual repayment obligation of the borrower. Re-
turns and return information (as defined in section 6103 of the
Internal Revenue Code of 1986) may be obtained under the pre-
ceding sentence only to the extent authorized by section
6103(1)(13) of such Code. The Secretary shall establish proce-
dures for determining the borrower’s repayment obligation on
that loan for such year, and such other procedures as are nec-
essary to implement effectively income contingent repayment.

“(2) REPAYMENT BASED ON ADJUSTED GROSS INCOME.—A
repayment schedule for a loan made under this part and repaid
pursuant to income contingent repayment shall be based on the
adjusted gross income (as defined in section 62 of the Internal
Revenue Code of 1986) of the borrower or, if the borrower is
married and files a Federal income tax return jointly with the
borrower’s spouse, on the adjusted gross income of the borrower
and the borrower’s spouse.

“(3) ADDITIONAL DOCUMENTS.—A borrower who chooses, or
is required, to repay a loan made under this part pursuant to
income contingent repayment, and for whom adjusted gross in-
come is unavailable or does not reasonably reflect the borrow-
er’s current income, shall provide to the Secretary other docu-
mentation of income satisfactory to the Secretary, which docu-
mentation the Secretary may use to determine an appropriate
repayment schedule,

“(4) REPAYMENT SCHEDULES.—Income contingent repay-
ment schedules shall be established by regulations promulgated
by the Secretary and shall require payments that vary in rela-
tion to the appropriate portion of the annual income of the bor-
rower (and the borrower’s spouse, if applicable) as determined
by the Secretary.

“(5) CALCULATION OF BALANCE DUE.—The balance due on a
loan made under this part that is repaid pursuant to income
contingent repayment shall equal the unpaid principal amount
of the loan, any accrued interest, and any fees, such as late
charges, assessed on such loan. The Secretary may promulgate
regulations limiting the amount of interest that may be capital-
ized on such loan, and the timing of any such capitalization.

“(6) NOTIFICATION TO BORROWERS.—The Secretary shall es-
tablish procedures under which a borrower of a loan made
under this part who chooses or is required to repay such loan
pursuant to income contingent repayment is notified of the

terms and conditions of such plan, includi . /
such borrower— b ng notification of
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“(A) that the Internal Revenue Service will disclose to
the Secretary tax return information as authorized under
secéwn 6103(1)(13) of the Internal Revenue Code of 1986;
an

“(B) that if a borrower considers that special cir-
cumstances, such as a loss of employment by the borrower
or the borrower’s spouse, warrant an adjustment in the bor-
rower’s loan repayment as determined using the informa-
tion described in subparagraph (A), or the alternative docu-
mentation described in paragraph (3), the borrower may
contact the Secretary, who shall determine whether such
adjustment is appropriate, in accordance with criteria es-
tablished by the Secretary.

“(f) DEFERMENT.—

“(1) EFFECT ON PRINCIPAL AND INTEREST.—A borrower of a
loan made under this part who meets the requirements de-
scribed in paragraph (2) shall be eligible for a ge ‘erment, dur-
ing which periodic installments of principal need not be paid,
and interest—

“(A) shall not accrue, in the case of a—

“(i) Federal Direct Stafford Loan; or

“(ti) a Federal Direct Consolidation Loan that con-
solidated only Federal Direct Stafford Loans, or a com-
bination of such loans and Federal Stafford Loans for
which the student borrower received an interest sub-
sidy under section 428; or
“(B) shall accrue and be capitalized or paid by the bor-

rower, in the case of a Federal Direct PLUS Loan, a Fed-

eral Direct Unsubsidized Stafford Loan, or a Federal Direct

Consolidation Loan not described in subparagraph (A)(ii).

“(2) ELIGIBILITY.—A borrower of a loan made under this
part shall be eligible for a deferment during any period—

“(A) during which the borrower—

“G) is carrying at least one-half the normal full-
time work load for the course of study that the bor-
rower is pursuing, as determined by the eligible insti-
tution (as such term is defined in section 435(a)) the
borrower is attending; or

“(ii) is pursuing a course of study pursuant to a
graduate fellowship program approved by the Sec-
retary, or pursuant to a rehabilitation training pro-
gram for individuals with disabilities approved by the
Secretary,

except that no borrower shall be eligible for a deferment

undgr this subparagraph, or a loan made under this part

(other than a Federal Direct PLUS Loan or a Federal Di-

rect Consolidation Loan), while serving in a medical in-

ternship or residency program; _

“(B) not in excess of 3 years during which the borrower
is seeking and unable to find full-time employment,

“(C) not in excess of 3 years during which the Secretary
determines, in accordance with regulations prescribed
under section 435(o), that the borrower has experienced or
will experience an economic hardship.
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“(8) FEDERAL DIRECT CONSOLIDATION LOANS.—A borrower of a
loan made under this part may consolidate such loan with the loans
described in section 428C(a)(4) only under such terms and condi-
tions as the Secretary shall establish pursuant to section 457(a)(1)
or regulations promulgated under this part. Loans made under thz;e
subsection shall be known as ‘Federal Direct Consolidation Loans..

“(h) BORROWER DEFENSES.—Notwithstanding any other provi-
sion of State or Federal law, the Secretary shall specify in regula-
tions (except as authorized under section 457(a)(1)) which acts or
omissions of an institution of higher education a borrower may as-
sert as a defense to repayment of a loan made under this part, ex-
cept that in no event may a borrower recover from the Secretary, in
any action arising from or relating to a loan made under this part,
an amount in excess of the amount such borrower has repaid on
such loan.

“(t) LOAN APPLICATION AND PROMISSORY NOTE.—The common
financial reporting form required in section 483(a)(1) shall con-
stitute the application for loans made under this fart (other than
a Federal Direct PLUS loan). The Secretary shall develop, print,
and distribute to participating institutions a standard promissory
note and loan disclosure form.

“(i) LOAN DISBURSEMENT.—

“(1) IN GENERAL.—Proceeds of loans to students under this
part shall be applied to the student’s account for tuition and
fees, and, in the case of institutionally owned housing, to room
and board. Loan proceeds that remain after the application of
the previous sentence shall be delivered to the borrower by check
or other means that is payable to and requires the endorsement
or other certification by such borrower.

“(2) PAYMENT PERIODS.—The Secretary shall establish peri-
ods for the payments described in paragraph (1) in a manner
consistent with payment of basic grants under subpart 1 of part
A of this title.

“(k) F1SCAL CONTROL AND FUND ACCOUNTABILITY.—

“(1) IN GENERAL.—(A) An institution shall maintain finan-
cial records in a manner consistent with records maintained for
other programs under this title.

“(B) Except as otherwise required by regulations of the Sec-
retary, or in a notice under section 457(a)(1 , an institution may
maintain loan funds under this part in the same account as
other Federal student financial assistance.

“(2) PAYMENTS AND REFUNDS.—Payments and refunds shall
be reconciled in a manner consistent with the manner set forth
for the submission of a payment summary report required of in-
stitutions participating in the program under subpart 1 of part
A, except that nothing in this paragraph shall prevent such rec-
onciliations on a monthly basis.

“(3) TRANSACTION “HISTORIES.—All transaction histories
under this part shall be maintained using the same system des-
ignated by the Secretary for the provision of basic grants under
subpart 1 of part A of this title.

“SEC. 456. CONTRACTS.

“(a) CONTRACTS FOR SUPPLIES AND SERVICES,—
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“(1) IN GENERAL.—The Secretary shall, to the extent prac-
ticable, award contracts for origination, servicing, and collec-
tion described in subsection (b). In awarding such contracts, the
Secretary shall ensure that such services and supplies are pro-
vided at competitive prices.

“(2) ENTITIES.—The entities with which the Secretary may
enter into contracts shall include only entities which the Sec-
retary determines are qualified to provide such services and
supplies and will comply with the procedures applicable to the
award of such contracts. In the case of awarding contracts for
the origination, servicing, and collection of loans under this
part, the Secretary shall enter into contracts only with entities
that have extensive and relevant experience and demonstrated
effectiveness. The entities with which the Secretary may enter
into such contracts shall include, where practicable, agencies
with agreements with the Secretary under sections 428(b) and
(c), if such agencies meet the qualifications as determined by
the Secretary under this subsection and if those agencies have
such experience and demonstrated effectiveness. In awarding
contracts to such State agencies, the Secretary shall, to the ex-
tent practicable and consistent with the purposes of this part,
give special consideration to State agencies with a history of
high quality performance to perform services for institutions of
higher education within their State.

(3) RULE OF CONSTRUCTION.—Nothing in this section shall
be construed as a limitation of the authority of any State agen-
cy to enter into an agreement for the purposes of this section as
a member of a consortium of State agencies.

“(b) CONTRACTS FOR ORIGINATION, SERVICING, AND DATA SYS-
TEMS.—The Secretary may enter into contracts for—

“(1) the alternative origination of loans to students attend-
ing institutions of higher education with agreements to partici-
pate in the program under this part (or their parents), if such
institutions do not have agreements with the Secretary under
section 454(b); )

“(2) the servicing and collection of loans made under this

art;
d “(3) the establishment and operation of 1 or more data sys-
t;:lms for the maintenance of records on all loans made under
this part;

!‘)(4) services to assist in the orderly transition from the loan
programs under part B to the direct student loan program
under this part; and

“(5) such other aspects of the direct student loan program
as the Secretary determines are necessary to ensure the success-
ful operation of the program.

“SEC. 457. REGULATORY ACTIVITIES.
“(a) NOTICE IN LIEU OF REGULATIONS FOR FIRST YEAR OF PRO-
GRAM.—

“(1) NOTICE IN LIEU OF REGULATIONS FOR FIRST YEAR OF
PROGRAM.—The Secretary shall publish in the Federal Register
whatever standards, criteria, and procedures, consistent with
the provisions of this part, the Secretary, in consultation with
members of the higher education community, determines are



4

reasonable and necessary to the successful implementation of
the first year of the direct student loan frogr:am authorized by
this part. Section 431 of the General Education Provisions Act
shallD not apply to the publication of such standards, criteria,
and Procedures. o ) _

“(2) NEGOTIATED RULEMAKING.—Beginning with academic

year 1995-1996, all standards, criteria, procedures, and regula-
tions implementing this fart as amended by the Student Loan

Reform Act of 1993 shall, to the extent lpractwable, be subject

to negotiated rulemaking, including all such standards, cri-

teria, procedures, and regulations promulgated from the date of
enactment of such Act.

“(h) CLOSING DATE FOR APPLICATIONS FROM INSTITUTIONS.—
The Secretary shall establish a date not later than October 1, 1993,
as the closing date for receiving applications from institutions of
higher education desiring to participate in the first year of the direct
loan program under this part.

“(c) PUBLICATION OF LIST OF PARTICIPATING INSTITUTIONS.—
Not later than January 1, 1994, the Secretary shall publish in the
Federal Register a list of the institutions of higher education se-
lected to participate in the first year of the direct loan program
under this part.

“SEC. 458. FUNDS FOR ADMINISTRATIVE EXPENSES.

“(a) IN GENERAL.—Each fiscal year, there shall be available to
the Secretary of Education from funds available pursuant to section
422(g) and from funds not otherwise appropriated, funds to be obli-
gated for administrative costs under this part, including the costs
of the transition from the loan programs under part B to the direct
student loan programs under this part (including the costs of annu-
ally assessing the program under this part and the progress of the
transition) and transition support (including administrative costs)
for the expenses of guaranty agencies in servicing outstanding loans
in their portfolios and in guaranteeing new loans, not to exceed
(from such funds not otherwise appropriated) $260,000,000 in fiscal
year 1994, $345,000,000 in fiscal year 1995, $550,000,000 in fiscal
year 1996, $595,000,000 in fiscal year 1997, and $750,000,000 in
fiscal year 1998. If in any fiscal year the Secretary determines that
additional funds for administrative expenses are needed as a result
of such transition or the expansion of the direct student loan pro-
grams under this part, the Secretary is authorized to use funds
available under this section for a subsequent fiscal year for such ex-
penses, except that the total expenditures by the Secretary (from
such funds not otherwise appropriated) shall not exceed
$2,500,000,0_00 in fiscal years 1994 through 1998. The Secretary is
also authorized to carry over funds available under this section to
a subsequent fiscal year.

“(b) AVAILABILITY.—Funds made available under subsection (a)
shall remain available until expended.

_ “(c) BUDGET JUSTIFICATION.—No funds may be expended under
this section unless the Secretary includes in the Department of Edu-
cation’s annual budget justification to Congress a detailed descrip-
tion of the specific activities for which the funds made available by
this section have been used in the prior and current years (if appli-
cable), the activities and costs planned for the budget year, and the
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projection of activities and costs for each remaining year for which
administrative expenses under this section are made available.

“(d) NOTIFICATION.—In the event the Secretary finds it nec-
essary to use the authority provided to the Secretary under sub-
section (a) to draw funds ﬁ)),r administrative expenses from a future
year’s funds, no funds may be expended under this section unless
the Secretary immediately notifies the Committees on Appropria-
tions of the Senate and of the House of Representatives, and the
Labor and Human Resources Committee of the Senate and the Edu-
cation and Labor Committee of the House of Representatives, of
such action and explain the reasons for such action.”.

CHAPTER 2—CONFORMING AMENDMENTS TO THE
HIGHER EDUCATION ACT OF 1965

SEC. 4041. PRESERVING LOAN ACCESS.
(a) ADVANCES TO GUARANTY AGENCIES FOR LENDER-OF-LAST-
RESORT SERVICES.—

(1) AMENDMENT.—Section 428() of the Act (20 U.S.C.
1078(j)) is amended by striking paragraph (3) and inserting the
following:

“(3) ADVANCES TO GUARANTY AGENCIES FOR LENDER-OF-
LAST-RESORT SERVICES DURING TRANSITION TO DIRECT LEND-
ING.—(A) In order to ensure the availability of loan capital dur-
ing the transition from the Federal Family Education Loan
Program under this part to the Federal Direct Student Loan
Program under part D of this title, the Secretagy is authorized
to provide a guaranty agency with additional advance funds in
accordance with section 422(c)(7), with such restrictions on the
use of such funds as are determined appropriate by the Sec-
retary, in order to ensure that the guaranty agency will make
loans as the lender-of-last-resort. Such agency shall make such
loans in accordance with this subsection and the requirements
of the Secretary.

“(B) Notwithstanding any other provision in this part, a
guaranty agency serving as a lender-of-last-resort under this
paragraph shall be paid a fee, established by the Secretary, for
making such loans in lieu of interest and special allowance sub-
sidies, and shall be required to assign such loans to the Sec-
retary on demand. Upon such assignment, the portion of the ad-
vance represented by the loans assigned shall be considered re-
paid by such guaranty agency.”.

(2) CONFORMING AMENDMENTS.— )

(A) ADVANCES TO GUARANTEE AGENCIES.—Section
422(c)(7) of the Act (20 U.S.C. 1072(c)(7)) is amended by
striking all beginning with “to a guaranty agency” through
the period and inserting “to a guaranty agency—

“(A) in accordance with section 428(j), in order to en-
sure that the guaranty agency shall make loans as the
lender-of-last-resort during the transition from the Federal
Family Education Loan Program under this part to the
Federal Direct Student Loan Program under part D of this
title; or

“(B) if the Secretary is seeking to terminate the guar-
anty agency’s agreement, or assuming the guaranty agen-
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¢y’s functions, in accordance with section 428(c)(10)(F)(v),

in order to assist the agency in meeting its immediate cash

needs, ensure the uninterrupted payment of claims, or en-
sure that the guaranty agency shall make loans as de-
scribed in subparagraph (A);”. )

(B) RULES AND OPERATING PROCEDURES.—Section
428(j)(2) of the Act (20 U.S.C. 1078()(2)) is amended—

(i) in subparagraph (A), by inserting before the
semicolon at the end the following: “and ensure a re-
sponse within 60 days after the student’s original com-
plete application is filed under this subsection”;

(ii) by redesignating subparagraphs (B) through
(D) as subparagraphs (C) through (E), respectively; and

(iii) by inserting after subparagraph (A) the follow-
ing new subparagraph: , S
“(B) consistent with standards established by the Sec-

retary, students applying for loans under this subsection

shall not be subject to additional eligibility requirements or
requests for additional information beyond what is re-
quired under this title in order to receive a loan under this
part from an eligible lender, nor be required to receive more
than two rejections from eligible lenders in order to obtain

a loan under this subsection;”.

(b) LENDER REFERRAL SERVICES.—Section 428(e) of the Act (20
U.S.C. 1078(e)) is amended—

(1) in paragraph (1)—

'A) by amending the paragraph heading to read as fol-
lows: “IN GENERAL; AGREEMENTS WITH GUARANTY AGEN-
CIES.—";

(B) by inserting the subparagraph designation “(A)”
immediately before “The Secretary”;

(C) by striking “in any State” and inserting “with
%hich rtLZe Secretary has an agreement under subparagraph

s a

(hD) by adding at the end the following new subpara-
graph:

“(B)(i) The Secretary may enter into agreements with guar-
anty agencies that meet standards established by the Secretary
to provide lender referral services in geographic areas specified
by the Secretary. Such guaranty agencies shall be paid in ac-
cordance with paragraph (3) for such services.

“ti) The Secretary shall publish in the Federal Register
whatever standards, criteria, and procedures, consistent with
the prouisions of this part and part D of this title, the Secretary
determines are reasonable and necessary to provide lender refer-
ral services under this subsection and ensure loan access to stu-
dent and parent borrowers during the transition from the loan
programs under this part to the direct student loan programs
under part D of this title. Section 431 of the General Education
Provtszqns Act shall not apply to the publication of such stand-
ards, criteria, and procedures.”;

(2) in paragraph (2)—
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_ (A) in the matter preceding subparagraph (A), by strik-
ing “in a State” and inserting “with which the Secretary
has an agreement under paragraph (1)(B)”;

(B) by amending subparagraph (A) to read as follows:

“(tA)) such student is either a resident of, or is accept-
ed for enrollment in, or is attending, an eligible institution
located in a geographic area for which the Secretary (I) de-
termines that loans are not available to all eligible stu-
dents, and (II) has entered into an agreement with a guar-
anty agency under paragraph (1)(B) to provide lender refer-
ral services; and”;

(3) in paragraph (3), by striking “The” and inserting “From
funds available for costs of transition under section 458 of the
Act, the”; and

(4) by striking paragraph (5).

(c) LENDER-OF-LAST-RESORT FUNCTIONS OF STUDENT LOAN
MARKETING ASSOCIATION.—Subsection (q) of section 439 of the Act
(20 U.S.C. 1087-2(q)) is amended to reaj as follows:

“(q) LENDER OF LAST RESORT.—

“(1) ACTION AT REQUEST OF SECRETARY.—(A) Whenever the
Secretary determines that eligible borrowers are seeking and
are unable to obtain loans under this part, the Association or
its designated agent shall, not later than 90 days after the date
of enactment of the Student Loan Reform Act of 1993, begin
making loans to such eligible borrowers in accordance with this
subsection at the request of the Secretary. The Secretary may re-
quest that the Association make loans to borrowers within a ge-
ographic area or for the benefit of students attending institu-
tions of higher education that certify, in accordance with stand-
ards established by the Secretary, that their students are seek-
ing and unable to obtain loans.

“(B) Loans made pursuant to this subsection shall be insur-
able by the Secretary under section 429 with a certificate of
comprehensive insurance coverage provided for under section
429(b)(1) or by a guaranty agency under paragraph (2)(A) of
this subsection.

“(2) ISSUANCE AND COVERAGE OF LOANS.—(A) Whenever the
Secretary, after consultation with, and with the agreement of,
representatives of the guaranty agency in a State, or an eligible
lender in a State described in section 435(d)(1)(D), determines
that a substantial portion of eligible borrowers in such State or
within an area of such State are seeking and are unable to ob-
tain loans under this part, the Association or its designated
agent shall begin making such loans to borrowers in such State
or within an area of such State in accordance with this sub-
section at the request of the Secretary. )

“(B) Loans made pursuant to this subsection shall be insur-
able by the agency identified in subparagraph (A) having an
agreement pursuant to section 428(b). For loans insured by
such agency, the agency shall provide the Association with a
certificate of comprehensive insurance coverage, if the Associa-
tion and the agency have mutually agreed upon a means to de-
termine that the agency has not already guaranteed a loan
under this part to a student which would cause a subsequent
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loan made by the Association to be in violation of any provision
under this part. o ]

“3) TE%MINATION OF LENDING.—The Association or its des-
ignated agent shall cease making loans under this subsection at
such time as the Secretary determines that the conditions which
caused the implementation of this subsection have ceased to
exist.”.

SEC. 4042. GUARANTY AGENCY RESERVES. ]
Section 422 of the Act (20 U.S.C. 1072) is amended by adding
at the end the following new subsection:
“(g) PRESERVATION AND RECOVERY OF GUARANTY AGENCY RE-
SERVES.—

“(1) AUTHORITY TO RECOVER FUNDS.—Notwithstanding any
other provision of law, the reserve funds of the guaranty agen-
cies, and any assets purchased with such reserve funds, regard-
less of who holds or controls the reserves or assets, shall be con-
sidered to be the property of the United States to be used in the
operation of the program authorized by this part or the pro-
gram authorized by part D of this title. However, the Secretary
may not require the return of all reserve funds of a guaranty
agency to the Secretary unless the Secretary determines that
such return is in the best interest of the operation of the pro-
gram authorized by this part or the program authorized by part
D of this title, or to ensure the proper maintenance of such
agency’s funds or assets or the orderly termination of the guar-
anty agency’s operations and the liquidation of its assets. The
reserves shall be maintained by each guaranty agency to pay
program expenses and contingent liabilities, as authorized by
the Secretary, except that—

“(A) the Secretary may direct a guaranty agency to re-
turn to the Secretary a portion of its.reserve fund which the
Secretary determines is unnecessary to pay the program ex-
penses and contingent liabilities of the guaranty agency;

“(B) the Secretary may direct the guaranty agency to
require the return, to the guaranty agency or to the Sec-
retary, of any reserve funds or assets held by, or under the
control of, any other entity, which the Secretary determines
are necessary to pay the program expenses and contingent
liabilities of the guaranty agency, or which are required for
the orderly termination of the guaranty agency’s operations
and the liquidation of its assets;

“(C) the Secretary may direct a guaranty agency, or
such agency’s officers or directors, to cease any activities in-
volving expenditure, use or transfer of the guaranty agen-
cy’s reserve funds or assets which the Secretary determines
is a misapplication, misuse, or improper expenditure of
such funds or assets; and

“(D) any such determination under subparagraph (A)
or (B) shall be based on standards prescribed by regula-
tions that are developed through negotiated rulemaking
and that include procedures for administrative due process.
“(2) TERMINATION PROVISIONS IN CONTRACTS.—(A) To en-

sure tﬁat the funds and assets of the guaranty agency are pre-
servea, any contract with respect to the administration of a
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guaranty agency’s reserve funds, or the administration of any
assets purchased or acquired with the reserve funds of the guar-
anty agency, that is entered into or extended by the guaranty
agency, or any other party on behalf of or with the concurrence
of the guaranty agency, after the date of enactment of this sub-
section shall provide that the contract is terminable by the Sec-
retary upon 30 days notice to the contracting parties if the Sec-
retary determines that such contract includes an impermissible
transfer of the reserve funds or assets, or is otherwise inconsist-
ent with the terms or purposes of this section.

“(B) The Secretary may direct a guaranty agency to sus-
pend or cease activities under any contract entered into by or
on behalf of such agency after January 1, 1993, if the Secretary
determines that the misuse or improper expenditure of such
guaranty agency’s funds or assets or such contract provides un-
necessary or improper benefits to such agency’s officers or direc-
tors.

“(3) PENALTIES.—Violation of any direction issued by the
Secretary under this subsection may be subject to the penalties
described in section 490 of this Act.

“(4) AVAILABILITY OF FUNDS.—Any funds that are returned
or otherwise recovered by the Secretary pursuant to this sub-
section shall be available for expenditure for expenses pursuant
to section 458 of this Act.”.

SEC. 4043. TERMS OF LOANS.
(a) AMENDMENT.—Section 428 of the Act (20 U.S.C. 1078) is
amended—

(1) in subsection (b)(1(D), by striking “be subject to”
through the semicolon and inserting “be subject to income con-
tingent repayment in accordance with subsection (m);”; and

(2) in subsection (m)—

(A) by amending paragraph (1) to read as follows:

“(1) AUTHORITY OF SECRETARY TO REQUIRE.—The Secretary
shall require at least 10 percent of the borrowers who have de-
faulted on loans made under this part that are assigned to the
Secretary under subsection (c)(8) to repay those loans under an
income contingent repayment plan, the terms and conditions of
which shall be established by the Secretary and the same as, or
similar to, an income contingent repayment plan established for
purposes of part D of this title.”; and )

(B) by striking paragraphs (2), (3), and (4) and insert-
ing the following new paragraph:

“(2) LOANS FOR WHICH INCOME CONTINGENT REPAYMENT
MAY BE REQUIRED.—A loan made under this part may be re-
quired to be repaid under this subsection if the note or other
evidence of the loan has been assigned to the Secretary pursu-
ant to subsection (c)(8).”. ) .
(b) EFFECTIVE DATE.—The amendments made by this section

shall take effect on July 1, 1994.
SEC. 4044. ASSIGNMENT OF LOANS. )
Section 428(c)(8) of the Act (20 U.S.C. 1078(c)(8)) is amended—

(1) in the first sentence, by inserting the subparagraph des-
ignation “(A)” before “If the”;
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(2) by striking the second and third sentences; and

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

“(B) ‘An orderly transition from the Federal Family Edu-
cation Loan Program under this part to the Federal Direct Stu-
dent Loan Program under part D of this title shall be deemed
to be in the Federal fiscal interest, and a guaranty agency shall
promptly assign loans to the Secretary under this paragraph
upon the Secretary’s request.”.

: F GUARANTY AGENCY AGREEMENTS; AS-

SEC. 4045 T:SELRM%IT%T;\IIOgFOGUARANTY AGENCY FUNCTIONS Bl;g’THE
SECRETARY.
Section 428(c)(10) of the Act is amended— ]

(1) in subparagraph (C), by inserting “, as appropriate,”
after “the Secretary shall require”;

(2) in subparagraph (D)— . '

(A) by inserting the clause designation “(i)” before
“Ea Ch”,'

(B) by striking “Each” and inserting “If the Secretary
is not seeking to terminate the guaranty agency’s agreement
under subparagraph (E), or assuming the guaranty agen-
¢y’s functions under subparagraph (F), a”;

(C) by adding at the end the following new clause:

“(ii) If the Secretary is seeking to terminate the guaranty
agency’s agreement under subparagraph (E), or assuming the
guaranty agency’s functions under subparagraph (F), a man-
agement plan described in subparagraph (C) shall include the
means by which the Secretary and the guaranty agency shall
work together to ensure the orderly termination of the oper-
ations, and liquidation of the assets, of the guaranty agency.”;

(3) in subparagraph (E)—

(A) in clause (ii), by striking “or” after the semicolon;

(B) in clause (iii), by striking the period and inserting
a semicolon; and

(C) by adding at the end the following new clauses:

“(iv) the Secretary determines that such action is nec-
essary to protect the Federal fiscal interest;

“(v) the Secretary determines that such action is nec-
essary to ensure the continued availability of loans to stu-
dent or parent borrowers; or

“(vi) the Secretary determines that such action is nec-
essary to ensure an orderly transition from the loan pro-
grams under this part to the direct student loan programs
under part D of this title.”:

(4) in subparagraph (F)—

(A) in the matter preceding clause (i), by striking “Ex-
‘c‘;p,t as provided in subparagraph (G), if’ and inserting

‘(‘B) by amending clause (v) to read as follows:

(v) provide the guaranty agency with additional ad-
vance funds in accordance with section 422(c)(7), with such
restrictions on the use of such funds as is determined ap-
propriate by the Secretary, in order to—

“(I) meet the immediate cash needs of the guaranty
agency;



51
“(D ensure the uninterrupted payment of claims;

“(IID) ensure that the guaranty agency will make
loans as the lender-of-last-resort, in accordance with
subsection (j);”;

(C) in clause (vi)—

(i) by striking “and to avoid” and inserting “to
avoid™;

(i) by striking the period and inserting a comma
and “and to ensure an orderly transition from the loan
programs under this part to the direct student loan
programs under part D of this title.”: and

d(zu) by redesignating such clause as clause (vii);
an

' (D) by inserting after clause (v) the following new
clause:

“(vi) use all funds and assets of the guaranty agency to
assist in the activities undertaken in accordance with this
subparagraph and take appropriate action to require the
return, to the guaranty agency or the Secretary, of any
funds or assets provided by the guaranty agency, under
contract or otherwise, to any person or organization; or”;

(5) by striking subparagraph (G);

(6) by redesignating subparagraphs (H), (I), and (J) as sub-
paragraphs (I), (J), and (K), respectively;

(7) by inserting after subparagraph (F) the following new
subparagraphs:

“(G) Notwithstanding any other provision of Federal or
State law, if the Secretary has terminated or is seeking to termi-
nate a guaranty agency’s agreement under subparagraph (E), or
has assumed a guaranty agency’s functions under subpara-
graph (F)—

“Gi) no State court may issue any order affecting the
Secretary’s actions with respect to such guaranty agency;

“(ii) any contract with respect to the administration of
a guaranty agency’s reserve funds, or the administration of
any assets purchased or acquired with the reserve funds of
the guaranty agency, that is entered into or extended by the
guaranty agency, or any other party on behalf of or with
the concurrence of the guaranty agency, after the date of en-
actment of this subparagraph shall provide that the con-
tract is terminable by the Secretary upon 30 days’ notice to
the contracting parties if the Secretary determines that
such contract includes an impermissible transfer of the re-
serve funds or assets, or is otherwise inconsistent with the
terms or purposes of this section; and

“(iii) no provision of State law shall apply to the ac-
tions of the Secretary in terminating the operations of a
guaranty agency.

“(H) Notwithstanding any other provision of law, the Sec-
retary’s liability for any outstanding liabilities of a guaranty
agency (other than outstanding student loan guarantees under
this part), the functions of which the Secretary has assumed,
shallp not exceed the fair market value of the reserves of the
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guaranty agency, minus any necessary liquidation or other ad-
ministrative costs.”; and _

(8) in subparagraph (K) (as redesignated by paragraph (5)),
by striking all beginning with “‘siystem, together” through the pe-
riod and inserting “system and the progress of the transition
from the loan programs under this part to the direct student

loan programs under part D of this title.”.

SEC. 4046. CONSOLIDATION LOANS.
(a) CoST SAVINGS FROM CONSOLIDATION LOANS.—Section 428C
of the Act (20 U.S.C. 1078-3) is amended—

(1) in subsection (a) by amending paragraph (3)(A) to read
as follows:

“(3) DEFINITION OF ELIGIBLE BORROWERS.—(A) For the pur-
pose of this section, the term ‘eligible borrower’ means a bor-
rower who, at the time of application for a consolidation loan,
is in repayment status, or in a grace period preceding repay-
ment, or is a delinquent or defaulted borrower who will reenter
repayment through loan consolidation.”;

(2) in subsection (b)—

(A) in paragraph (1)—

(1) in subparagraph (A)(ii), by inserting “with in-
come-sensitive repayment terms” after “obtain a con-
solidation loan”;

(i) by redesignating subparagraph (E) as subpara-
graph (F); and

(iii) by inserting after subparagraph (D) the follow-
ing new subparagraph:

“(E) that the lender shall offer an income-sensitive re-
payment schedule, established by the lender in accordance
with the regulations promulgated by the Secretary, to the
borrower ofg any consolidation loan made by the lender on
or after July 1, 1994; and”;

(B) in paragraph (4), by amending subparagraph (C) to
read as follows:

“(C)(i) provides that periodic installments of principal
need not be paid, but interest shall accrue and be paid in
accordance with clause (it), during any period for which the
borrower would be eligible for a defrral under section
428(b)(1)(M), and that any such period shall not be in-
cluded in determining the repayment schedule pursuant to
subsection (c)(2) of this section; and

“tit) ‘provzdes that interest shall accrue and be paid—

(I) by the Secretary, in the case of a consolidation
loan that consolidated only Federal Stafford Loans for
which the student borrower received an interest sub-
sidy under section 428: or

“(I1) by the borrower, or capitalized, in the case of
a consolidation loan other than a loan described in
?ggatilaussd(] ;7 anti

. Y adading at the end the following new paragraph:

(6) DIRECT LOANS.—In the event that a borrowelr)' is 57101;718
to obtain a consolidation loan from a lender with an agreement
under subsection (a)(1), or is unable to obtain a consolidation
loan with income-sensitive repayment terms acceptable to the
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borrower from such a lender, the Secretary shall offer any such
borrower who applies for it, a direct consolidation loan. Such
direct consolidation loan shall, as requested by the borrower, be
repaid either pursuant to income contingent repayment under
part D of this title or pursuant to any other repayment provi-
sion under this section. The Secretary shall not offer such loans
if, in the Secretary’s judgment, the Department of Education
does not have the necessary origination and servicing arrange-
ments in place for such loans.”; and

(3) in subsection (¢)—

(A) in paragraph (1), by amending subparagraphs (B)
and (C) to read as follows:

“(B) A consolidation loan made before July 1, 1994, shall
bear interest at an annual rate on the unpaid principal balance
of the loan that is equal to the greater of—

“(i) the weighted average of the interest rates on the
loans consolidated, rounded to the nearest whole percent; or
“(it) 9 percent.

“(C) A consolidation loan made on or after July 1, 1994,
shall bear interest at an annual rate on the unpaid principal
balance of the loan that is equal to the weighted average of the
interest rates on the loans consolidated, rounded upward to the
nearest whole percent.”;

(B) in paragraph (2)—
(i) in subparagraph (A)—

(1) in the matter preceding clause (i), by strik-
ing “income sensitive repayment schedules. Such
repayment terms” and inserting “income sensitive
repayment schedules, established by the lender in
accordance with the regulations of the Secretary.
Except as required by such income sensitive repay-
ment schedules, or by the terms of repayment pur-
suant to income contingent repayment offered by
the Secretary under subsection (b)(5), such repay-
ment terms”;

(II) by redesignating clauses (i), (ii), (iii), (iv),
and (v) as clauses (it), (iii), (iv), (v), and (vi), re-
spectively; and '

(III) by inserting before clause (ii) (as redesig-
nated by subclause (II)) the following new clause:

“i) is less than $7,500, then such consolidation loan
shall be repaid in not more than 10 years;”;
(ii) by striking subparagraph (B); and
(iii) by redesignating subparagraph (C) as sub-
paragraph (B); and
(C) in paragraph (3)(B), by inserting “except as re-
quired by the terms of repayment pursuant to income con-
tingent repayment offered by the Secretary under subsection
(b)(5),” before “the lender”.
(b) COHORT DEFAULT RATE CONFORMING AMENDMENTS.—

(1) AMENDMENTS TO DEFINITION.—Section 435(m)(1) of the

Act (20 U.S.C. 1085) is amended—
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in subparagraph (A), by inserting “(or on the por-
tion(?; a loanpm;% aner section 428C that is used t,o
repay any such loans)” immediately after “‘(‘m such loans”;
(B) in subparagraph (C), by inserting “(or on the por-
tion of a loan made under section 428C that is used to
repay any such loans)” immediately after “on such loans”;
and
(C) in subparagraph (D)—

@) bypinserting “(or the portion of a loan made
under section 428C that is used to repay a loan made
under such section)” after “section 428A” the first place
it appears; and )

(ii) by inserting “(or a loan made under section
428C a portion of which is used to repay a loan made
under such section)” after “section 428A” the second
place it appears. 3

(2) CONFORMING AMENDMENT.—Section 428C(a)(3)(B)(ii) of
the Act (20 U.S.C. 1078-3 (a)(3)(B)(ii)) is amended by striking
the second sentence.

(c) EFFECTIVE DATE.—The amendments made by this section
shall take effect on July 1, 1994, except that the amendments made
by subsection (a)(2)(B) shall take effect upon enactment.

SEC. 4047. CONSOLIDATION OF PROGRAMS.
(a) IN GENERAL.—Section 428H of the Act (20 U.S.C. 1078-9)
is amended—

(1) in the matter preceding paragraph (1) of subsection (b),
by inserting “(including graduate and professional students as
defined in regulations promulgated by the Secretary)” after
“484”;

(2) by amending subsection (d) to read as follows:

“(d) LOAN LIMITS.—

“(1) IN GENERAL.—Except as provided in paragraphs (2)
and (3), the annual and aggregate limits for loans under this
section shall be the same as those established under section
428(b)(1), less any amount received by such student pursuant to
the subsidized loan program established under section 428.

“(2) ANNUAL LIMITS FOR INDEPENDENT, GRADUATE, AND
PROFESSIONAL STUDENTS.—The maximum annual amount of
loans under this section an independent student (or a student
whose parents are unable to borrow under section 428B or the
Federal Direct PLUS Loan Program) may borrow in any aca-
demic year or its equivalent or in any period of 7 consecutive
months, whichever is longer, shall be the amount determined
under paragraph (1), plus—

~ “(A) in the case of such a student attending an eligible

institution who has not completed such student’s first 2

years of undergraduate study—

“G) $4,000, if such student is enrolled in a pro-
gram whose length is at least one academic year in
length (as determined under section 481);

“(it) $2,500, if such student is enrolled in a pro-
gram whose length is less than one academic year, but
at least %/3 of such an academic year; and
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“(iii) $1,5600, if such student is enrolled in a pro-
gram whose length is less than %3, but at least s, of
such an academic year;

“(B) in the case of such a student attending an eligible
institution who has completed the first 2 years of under-
graduate study but who has not completed the remainder
of a program of undergraduate study—

“(i) $5,000, if such student is enrolled in a pro-
gram whose length is at least one academic year in
length (as determined under section 481);

“(ii) $3,325, if such student is enrolled in a pro-
gram whose length is less than one academic year, but
at least %/3 of such an academic year; and

“(iii) $1,675, if such student is enrolled in a pro-
gram whose length is less than 2/, but at least Y3, of
such an academic year; and
“(C) in the case of such a student who is a graduate

or professional student attending an eligible institution,

$10,000.

“(3) AGGREGATE LIMITS FOR INDEPENDENT, GRADUATE, AND
PROFESSIONAL STUDENTS.—The maximum aggregate amount of
loans under this section a student described in paragraph (2)
may borrow shall be the amount described in paragraph (1),
adjusted to reflect the increased annual limits described in
p;zl:'iagraph (2), as prescribed by the Secretary by regulation.”;
a

(3) in subsection (e), by adding at the end the following new
paragraphs:

“(5) AMORTIZATION.—The amount of the periodic payment
and the repayment schedule for any loan made pursuant to this
section shall be established by assuming an interest rate equal
to the applicable rate of interest at the time the repayment of
the principal amount of the loan commences. At the option of
the lender, the note or other written evidence of the loan may
require that—

“(A) the amount of the periodic payment will be ad-

Justed annually; or

“(B) the period of repayment of principal will be length-
ened or shortened, )

in order to reflect adjustments in interest rates occurring as a

consequence of section 427A(c)(4). )

“(6) REPAYMENT PERIOD.—For purposes of calculating the
10-year repayment period under section 428(b)(1)(D), such pe-
riod shall commence at the time the first payment of principal
is due from the borrower.”.

(b) REPEAL.—Section 428A of the Act is repealed. _

(c) TERMS, CONDITIONS AND BENEFITS.—Notwithstanding the
amendments made by this section, with respect to loans provided
under sections 428A and 428H of the Act (as such sections existed
on the date preceding the date of enactment of this Act) the terms,
conditions and benefits applicable to such loans under such sections
shall continue to apply to such loans after the date of enactment of
this Act.



56

(d) EFFECTIVE DATE.—Except as otherwise provided herein, the
amendments made by this section shall take effect on July 1, 1994.

Subtitle B—Additional Savings From the
Student Loan Programs

SEC. 4101. REDUCTION OF BORROWER INTEREST RATES.
Section 427A of the Act (20 U.S.C. 1077a) is amended— ‘

(1) in subsection (c)(4), by adding at the end the following
new subparagraph:

“(E) Notwithstanding subparagraphs (A) and (D) for any
loan made pursuant to section 428B for which the first dis-
bursement is made on or after July 1, 1994— o

“Gi) subparagraph (B) shall be applied by substituting
“8.1” for “3.25”; and

“(ii) the interest rate shall not exceed 9 percent.”;

(2) by redesignating subsections (f), (g) and (h) as sub-
sections (1), (i), and (k) respectively;

(3) by adding after subsection (e) the following new sub-
sections:

“f) INTEREST RATES FOR NEW LOANS AFTER JULY 1, 1994.—

“(1) IN GENERAL.—Notwithstanding subsections (a), (b), (d),
and (e) of this section, with respect to any loan made, insured,
or guaranteed under this part (other than a loan made pursu-
ant to section 428B or 428C) for which the first disbursement
is made on or after July 1, 1994, the applicable rate of interest
shall, during any 12-month period beginning on July 1 and
ending on June 30, be determined on the preceding June 1 and
be equal to—

“(A) the bond equivalent rate of 91-day Treasury bills
a?ctioned at the final auction held prior to such June I;
plus

“(B) 3.10 percent,

except that such rate shall not exceed 8.25 percent.

“(2) CONSULTATION.—The Secretary shall determine the ap-
plicable rate of interest under paragraph (1) after consultation
with the Secretary of the Treasury and shall publish such rate
in the Federal Register as soon as practicable after the date of
determination.

“(g) IN SCHOOL AND GRACE PERIOD RULES.—

“(1) GENERAL RULE.—Notwithstanding the provisions of
subsection (f), but subject to subsection (h), with respect to any
loan under section 428 or 428H of this part for which the first
disbursement is made on or aofter July 1, 1995, the applicable
rate of interest for interest which accrues—

“(A) prior to the beginning of the repayment period of
the loan; or

. “(B) during the period in which principal need not be
paid (;uhether or not csluch };)rléwipal is in fact paid) by rea-

son of a provision described in section 428 r

L27(@)C), BNDM) o
shall not exceed the rate determined under paragraph (2).
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“(2) RATE DETERMINATION.—For purposes of paragraph (1),
the rate determined under this paragraph shall, during any 12-
month period beginning on July 1 and ending on June 30, be
determined on the preceding June 1 and be equal to—

“(A) the bond equivalent rate of 91-day Treasury bills
auctioned at the final auction prior to such June 1; plus
“(B) 2.5 percent,
except that such rate shall not exceed 8.25 percent.

“(3) CONSULTATION.—The Secretary shall determine the ap-
plicable rate of interest under this subsection after consultation
with the Secretary of the Treasury and shall publish such rate
in the Federal Register as soon as practicable after the date of
determination.

“(h) INTEREST RATES FOR NEW LOANS AFTER JULY 1, 1998.—

“(1) IN GENERAL.—Notwithstanding subsections (a), (b), (d),
(e), (), and (g) of this section, with respect to any loan made,
insured, or guaranteed under this part (other than a loan made
pursuant to sections 428B and 428C) for which the first dis-
bursement is made on or after July 1, 1998, the applicable rate
of interest shall, during any 12-month period beginning on July
1 and ending on June 30, be determined on the preceding June
1 and be equal to—

“(A) the bond equivalent rate of the securities with a
comparable maturity as established by the Secretary; plus
“(B) 1.0 percent,
except that such rate shall not exceed 8.25 percent.

“(2) INTEREST RATES FOR NEW PLUS LOANS AFTER JULY 1,
1998.—Notwithstanding subsections (a), (b), (d), (e), (f}, and (g),
with respect to any loan made under section 428B for which the
first disbursement is made on or after July 1, 1998, paragraph
(1) shall be applied—

“(A) by substituting 2.1 percent’ for ‘1.0 percent’ in sub-
paragraph (B); and

“(B) by substituting ‘9.0 percent’ for ‘8.25 percent’ in the
matter following such subparagraph.

“(3) CONSULTATION.—The Secretary shall determine the ap-
plicable rate of interest under this subsection after consultation
with the Secretary of the Treasury and shall publish such rate
in the Federal Register as soon as practicable after the date of
determination.”.

SEC. 4102. REDUCTION IN LOAN FEES PAID BY STUDENTS.
(a) ORIGINATION FEES.—Section 438 of the Act (20 U.S.C.
1087-1) is amended— _
(1) in the heading of subsection (c) by inserting “FROM STU-
DENTS” after “ORIGINATION FEES”; and
(2) in subsection (c)—
(A) in paragraph (2)— _ .
(i) by striking “428A, 428B, 428C,” and inserting
“428C”; and _
(ii) by striking “5 percent” and inserting “3.0 per-
cent”; and _
(B) in paragraph (6), by striking “5 percent” and in-
serting “3.0 percent”.
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ORIGINATION FEE; INSURANCE PREMIUM FOR UNSUBSIDIZED
LOAJ{Il;).—Section 428H of the Act (20 U.S.C. 1078-8) is amended—

(1) in subsection (f)— . e w

(A) in the subsection heading, by striking “INSURANCE
PREMIUM” and inserting “ORIGINATION FEE”; e

(B) in the heading of paragraph (1), by striking “IN-
SURANCE PREMIUM’”;

(C) in paragraph (1)— ) L i

(i) by striking “a combined origination fee” and in-
surance premium in the amount of 6.5 percent” and in-
serting “an origination fee in the amount of 3.0 per-
cent”; and

(ii) by striking the second sentence;

(D) in paragraph (2), by striking “combined fee and
premium” and inserting “origination fee”; L
(E) in paragraph (3), by striking “combined origination
fee and insurance premium” and inserting “origination fee”;
(F) in paragraph (4)—

(i) in the heading, by striking “INSURANCE PRE-
MIUM” and inserting “ORIGINATION FEE”;

(ii) by striking “combined origination fee and in-
sur(?nce' premiums” and inserting “origination fees”;
an

(iii) by striking “and premiums to pay” and insert-
ing “to pay”; and
(G) in paragraph (5)—

(i) in the heading, by inserting “ORIGINATION FEE
AND” before “INSURANCE”; and

(it) in the second sentence—

(I) by striking “6.5 percent insurance pre-
mium” and inserting “combined origination fee
under this subsection and the insurance premium
under subsection (h)”; and

(II) by inserting “origination fee and” before
“tnsurance”; and

(2) by adding at the end the following new subsection.:

_ “() INSURANCE PREMIUM.—Each State or nonprofit private in-
stitution or organization having an agreement with the Secretary
under section 428(b)(1) may charge a borrower under this section an
insurance premium equal to not more than 1.0 percent of the prin-
cipal amount of the loan, if such premium will not be used for in-
centive payments to lenders.”

(c) INSURANCE PREMIUM.—Section 428(b)(1)(H) of the Act (20
U.S.C. 1078(b)(1)(H)) is amended by striking “3 percent” and insert-
ing “1.0 percent”.

(d) EFFECTIVE DATE.—The amendments made by this section
shall take effect on July 1, 1994.

SEC. 4103. LOAN FEES FROM LENDERS.

Section 438 of the Act (20 U.S.C 1087-1) is further amended—
(1) by redesignating subsections (d) and (e) as subsections
(e) and (f), respectively; and

(2) by inserting after subsection (c) the following new sub-
section:

“(d) LOAN FEES FROM LENDERS.—
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“(1) DEDUCTION FROM INTEREST AND SPECIAL ALLOWANCE
SUBSIDIES.—Notwithstanding subsection (b), the Secretary shall
reduce the total amount of interest and special allowance pay-
able under section 428(a)(3)(A) and subsection (b) of this sec-
tion, respectively, to any holder of a loan by a loan fee in an
amount determined in accordance with paragraph (2) of this
subsection. If the total amount of interest and special allowance
payable under section 428(a)(3)(A) and subsection (b) of this
section, respectively, is less than the amount of such loan fee,
then the Secretary shall deduct such excess amount from subse-
quent quarters’ payments until the total amount has been de-
ducted.

“(2) AMOUNT OF LOAN FEES.—With respect to any loan
under this part for which the first disbursement was made on
or after October 1, 1993, the amount of the loan fee which shall
be deducted under paragraph (1) shall be equal to 0.50 percent
of the principal amount of the loan.

“(3) DISTRIBUTION OF LOAN FEES.—The Secretary shall de-
posit all fees collected pursuant to paragraph (3) into the insur-
ance fund established in section 431.”.

SEC. 4104. OFFSET FEE.
Subsection (h) of section 439 of the Act (20 U.S.C. 1087-2(h))
is amended by adding at the end the following new paragraph:

“(7) OFFSET FEE.—(A) The Association shaﬁ pay to the Sec-
retary, on a monthly basis, an offset fee calculated on an an-
nual basis in an amount equal to 0.30 percent of the principal
amount of each loan made, insured or guaranteed under this
part that the Association holds (except for loans made pursuant
to sections 428C, 439(o), or 439(z)) and that was acquired on
or after the date of enactment of this paragraph.

“(B) If the Secretary determines that the Association has
substantially failed to comply with subsection (q), subpara-
graph (A) shall be applied by substituting ‘1.0 percent’ for 0.3
percent’.

“(C) The Secretary shall deposit all fees collected pursuant
to this paragraph into the insurance fund established in section
431.”,

SEC. 4105. ELIMINATION OF TAX EXEMPT FLOOR.
Section 438(b)(2)(B) of the Act (20 U.S.C. 1087-1(b)(2)(B)) is
amended by adding at the end the following new clause:

“(iv) Notwithstanding clauses (i) and (ii), the quarterly rate
of the special allowance for holders of loans which are financed
with funds obtained by the holder from the issuance of obliga-
tions originally issued on or after October 1, 1993, the income
from which is excluded from gross income under the Internal
Revenue Code of 1986, shall be the quarterly rate of the special
allowance established under subparagraph (A), (E), or (F), as
the case may be. Such rate shall also apply to holders of loans
which were made or purchased with funds obtained by the
holder from collections or default reimbursements on, or interest
or other income pertaining to, eligible loans made or purchased
with funds described in the preceding sentence of this subpara-
graph or from income on the investment of such funds.”.
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SEC. 4106, REDUCTION IN INTEREST RATE FOR CONSOLIDATION
LOANS; REBATE FEE.
(a) AMENDMENT.—Section 428C of the Act (20 U.S.C. 1078-3)
is amended by adding at the end the following new subsection:
“(f) INTEREST PAYMENT REBATE FEE.— '

“(1) IN GENERAL.—For any month beginning on or after Oc-
tober 1, 1993, each holder of a consolidation loan under this
section for which the first disbursement was made on or after
October 1, 1993, shall pay to the Secretary, on a monthly basis
and in such manner as the Secretary shall prescribe, a rebate
fee calculated on an annual basis equal to 1.05 percent of the
principal plus accrued unpaid interest on such loan.

“(2) DEPOSIT.—The Secretary shall deposit all fees collected
pursuant to subsection (a) into the insurance fund established
in section 431.”,

(b) ENFORCEMENT.—Subsection (d) of section 435 of the Act (20
U.S.C. 1085(d)) is amended—

(1) in the matter preceding subparagraph (A) of paragraph
(1), by striking “(5)” and inserting “(6)”; and

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

“(6) REBATE FEE REQUIREMENT.—To be an eligible lender
under this part, an eligible lender shall pay rebate fees in ac-
cordance with section 428C(f).”.

SEC. 4107. Rflgg%URANCE FEES AND ADMINISTRATIVE COST ALLOW-

(a) REINSURANCE FEES.—Section 428(c) of the Act (20 U.S.C.
1078(c)) is amended—
(1) by striking paragraph (9); and
(2) by redesignating paragraph (10) as paragraph (9).
(b) ADMINISTRATIVE COST ALLOWANCE.—Section 428(f)(1) of the
Act (20 U.S.C. 1078(H(1)) is amended—
(1) in subparagraph (A), by striking “The Secretary” and
inserting “For a fiscal year prior to fiscal year 1994, the Sec-
retary”; and
(2) in subparagraph (B), by inserting “prior to fiscal year
1994” after “any fiscal year”. Y & p f y
(c) EFFECTIVE DATE.—The amendments made by this section
shall take effect on October 1, 1993.
SEC. 4108. RISK SHARING.
(@) GUARANTY AGENCY REINSURANCE PERCENTAGE.—Section
428(c)(1) of the Act (20 U.S.C. 1078(c)(1)) is amended—
(1) in the fourth sentence of subparagraph (A), by striking
“100 percent” and inserting “98 percent”;
(2) in subparagraph (B)(i), by striking “90 percent” and in-
serting ‘_‘88 percent”;
(3) in subparagraph (B)(ii), by striking “80 percent” and in-
serting “78 percent”; and
‘((4) by adding at the end the following new subparagraphs:
_ (E) Notwithstanding any other provisions of this section,
in the case of a loan made pursuant to a lender-of-last-resort
program, the Secretary shall apply the provisions of—
. “() the fourth sentence of subparagraph (A) by sub-
stituting ‘100 percent’ for ‘98 percent’;
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“(i)) subparagraph (B)(i) by substituting ‘100 percent’
for ‘88 percent’; and

“(ui) subparagraph (B)(ii) by substituting ‘100 percent’
for ‘78 percent’.

“(F) Notwithstanding any other provisions of this section,
in the case of an outstanding loan transferred to a guaranty
agency from another guaranty agency pursuant to a plan ap-
proved by the Secretary in response to the insolvency of the lat-
ter su;‘_h guarantee agency, the Secretary shall apply the provi-
sion of—

“() the fourth sentence of subparagraph (A) by sub-
stituting ‘100 percent’ for ‘98 percent’;
“Gii) subparagraph (B)(i) by substituting ‘90 percent’ for

‘88 percent’; and

“(iii) subparagraph (B)(ii) by substituting ‘80 percent’
for ‘78 percent’.”.
(b) RISK SHARING BY THE LOAN HOLDERS.—Section 428(b)(1)(G)
of the Act (20 U.S.C. 1078(b)(1)(G)) is amended—
nd(]) by striking “100 percent” and inserting “98 percent”;
a

(2) by adding before the semicolon at the end the following:
“ except that such program shall insure 100 percent of the un-
paid principal of loans made with funds advanced pursuant to
section 428(j) or 439(q)”.

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to any loan for which the first disbursement is made on
or after October 1, 1993.

SEC. 4109. PLUS LOAN DISBURSEMENTS.
(a) MULTIPLE DISBURSEMENT REQUIRED.—The matter preced-
ing paragraph (1) of section 428B(c) of the Act (20 U.S.C. 1078-2(c))
is amended by inserting “shall be disbursed in accordance with the
requirements of section 428G and” after “under this section”.
(b) CONFORMING AMENDMENTS.—Section 428G(e) of the Act (20
US.C. 1078-7(e) is amended—
(1) in the subsection heading, by striking “PLUS, CONSOLI-
DATION,” and inserting “CONSOLIDATION”; and _
(2) by striking “section 428B or 428C” and inserting “sec-
tion 428C”. .
(c) EFFECTIVE DATE.—The amendments made by this section
shall be effective with respect to lcans for which the first disburse-
ment is made on or after October 1, 1993.

SEC. 4110. SECRETARY’S EQUITABLE SHARE.

(@) AMENDMENT.—Section 428(c)(6)(A)(ii) of the Act (20 U.S.C.
1078(c)(6)(A)(ii)) is amended by striking “30 percent” and inserting
“27 percent”. '

(b) EFFECTIVE DATE.—The amendment made by subsection (a)
shall take effect on October 1, 1993.

SEC. 4111. REDUCTION IN THE SPECIAL ALLOWANCE PAYMENT.

Paragraph (2) of section 438(b) of the Act (20 U.S.C. 1087-
16)2)) i? ¢)zmendzd— h A

1) in subparagra —
A bg st%zgkirf; “and (D)” and inserting “(D), (E), and
(F)”; and



62

(B) by striking “427A(e)” and inserting “427A(f)”; and

(2) by adding at the end the following new subparagraphs:
“(E) In the case of any loan for which the applicable rate

of interest is described in section 427A(g)(2), subgarag(aph

(A)(iii) shall be applied by substituting 2.5 percent’ for ‘3.10

ercent’

d “(F) Subject to paragraph (4), the special allowance paid

pursuant to this subsection on loans for which the applicable

rate of interest is determined under section 427A(h) shall be
computed (i) by determining the applicable bond equivalent rate
of the security with a comparable maturity, as established by
the Secretary, (ii) by subtracting the applicable interest rates on
such loans from such applicable bond equivalent rate, (iii) by
adding 1.0 percent to the resultant percent, and (iv) by dividing
the resultant percent by 4. If such computation produces a num-
ber less than zero, such loans shall be subject to section
427A(0).”.

SEC. 4112. SUPPLEMENTAL PRECLAIMS ASSISTANCE.

(@) AMENDMENT.—Section 428()(2) of the Act (20 U.S.C.
1078(1)(2)) is amended by striking the second sentence and inserting
the following: “For each loan on which such assistance is performed
and for which a default claim is not presented to the guaranty agen-
cy by the lender on or before the 150th day after the loan becomes
120 days delinquent, such payment shall be equal to one percent of
tZz ltotal of the unpaid principle and the accrued unpaid interest of
the loan.”.

(b) EFFECTIVE DATE.—The amendment made by this section
shall take effect on October 1, 1993.

Subtitle C—Cost Sharing by States

SEC. 4201. COST SHARING BY STATES.

(a) AMENDMENT.—Section 428 of the Act (20 U.S.C. 1078) is
amended by adding at the end the following new subsection:

“(n) STATE SHARE OF DEFAULT COSTS.—

“(1) IN GENERAL.—In the case of any State in which there
are located any institutions of higher education that have a co-
hort default rate that exceeds 20 percent, such State shall pay
to the Secretary an amount equal to—

. “(A) the new loan volume attributable to all institu-
tions in the State for the current fiscal year; multiplied by
" c;(l?) the percentage specified in paragraph (2); multi-
plie
“ 8; the quotient of—
“(i) the sum of the amounts calculated under para-
%raph (3) for each such institution in the State; divided

“(ii) the total amount of loan volume attributable
to current and former students of institutions located
in that State entering repayment in the period used to
calculate the cohort default rate.

“(2) PERCENTAGE.—For purposes of paragraph (1)(B), the
percentage used shall be—
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“(A) 12.5 percent for fiscal year 1995;

“(B) 20 percent for fiscal year 1996; and

“(C) 50 percent for fiscal year 1997 and succeeding fis-
cal years.

“(3) CALCULATION.—For purposes of paragraph (1)(C)(),
the amount shall be determined by calculating for each institu-
tion the amount by which—

“(A) the amount of the loans received for attendance by
such institution’s current and former students who (i) enter
repayment during the fiscal year used for the calculation of
the cohort default rate, and (ii) default before the end of the
following fiscal year; exceeds

“(B) 20 percent of the loans received for attendance by
all the current and former students who enter repayment
during the fiscal year used for the calculation of the cohort
default rate.

“(4) FEE.—A State may charge a fee to an institution of
higher education that participates in the program under this
part and is located in that State according to a fee structure,
approved by the Secretary, that is based on the institution’s co-
hort default rate and the State’s risk of loss under this sub-
section. Such fee structure shall include a process by which an
institution with a high cohort default rate is exempt from any
fees under this paragraph if such institution demonstrates to
the satisfaction of the State that exceptional mitigating cir-
cumstances, as determined by the State and approved by the
Secretary, contributed to its cohort default rate.”.

(b) EFFECTIVE DATE.—The amendment made by this section

shall take effect on October 1, 1994.

Subtitle D—Group Health Plans

SEC. 4301. STANDARDS FOR GROUP HEALTH PLAN COVERAGE.

(a) IN GENERAL.—Part 6 of subtitle B of title I of the Employee

Retirement Income Security Act of 1974 (29 U.S.C. 1161 et seq.) is
amended by adding at the end the following new section:

“ADDITIONAL STANDARDS FOR GROUP HEALTH PLANS
“SEC. 609. (a) GrRoUP HEALTH PLAN COVERAGE PURSUANT TO

MEDICcAL CHILD SUPPORT ORDERS.—

“(1) IN GENERAL.—Each group health plan shall provide
benefits in accordance with the applicable requirements of any
qualified medical child support order. )

“(2) DEFINITIONS.—For purposes of this subsection—

“(A) QUALIFIED MEDICAL CHILD SUPPORT ORDER.—The
term ‘qualified medical child support order’ means a medi-
cal child support order— _

“G) which creates or recognizes the existence of an
alternate recipient’s right to, or assigns to an alternate
recipient the right to, receive benefits for which a par-
ticipant or beneficiary is eligible under a group health
plan, and
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“(ii) with respect to which the requirements of
paragraphs (3) and (4) are met. L
“(B) MEDICAL CHILD SUPPORT ORDER.—The term ‘medi-

cal child support order’ means any judgment, decree, or
order (including approval of a settlement agreement) issued
by a court of competent jurisdiction which—

“(i) provides for child support with respect to a
child of a participant under a group healt plan or
provides for health benefit coverage to such a child, is
made pursuant to a State domestic relations law (in-
cluding a community property law), and relates to ben-
efits under such plan, or ) )

“(ii) enforces a law relating to medical child sup-
port described in section 1908 of the Social Security
Act (as added by section 13822 of the Omnibus Budget
Reconciliation Act of 1993) with respect to a group
health plan.

“(C) ALTERNATE RECIPIENT.—The term ‘alternate recip-
ient’ means any child of a participant who is recognized
under a medical child support order as having a right to
enrollment under a group health plan with respect to such
participant.

“(3) INFORMATION TO BE INCLUDED IN QUALIFIED ORDER.—
A medical child support order meets the requirements of this
paragraph only if such order clearly specifies—

“(A) the name and the last known mailing address (if
any) of the participant and the name and mailing address
of each alternate recipient covered by the order,

“(B) a reasonable description of the type of coverage to
be provided by the plan to each such alternate recipient, or
the n:lanner in which such type of coverage is to be deter-
mined,

“(C) the period to which such order applies, and

“(D) each plan to which such order applies.

“(42 RESTRICTION ON NEW TYPES OR FORMS OF BENEFITS.—
A medical child support order meets the requirements of this
paragraph only if such order does not require a plan to provide
any type or form of benefit, or any option, not otherwise pro-
vided under the plan, except to the extent necessary to meet the
requirements of a law relating to medical child support de-
scribed in section 1908 of the Social Security Act (as added by
§?9c5'133n 13822 of the Omnibus Budget Reconciliation Act of

“(5) PROCEDURAL REQUIREMENTS.—

“(A) TIMELY NOTIFICATIONS AND DETERMINATIONS.—In
the case of any medical child support order received by a
group health plan—

“(i) the plan administrator shall promptly notify
the participant and each alternate recipient of the re-
ceipt of such order and the plan’s procedures for deter-
mining whether medical child support orders are
qualified medical child support orders, and

“(i)) within a reasonable period after receipt of
such order, the plan administrator shall determine
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whether such order is a qualified medical child sup-

port order and notify the participant and each alter-

nate recipient of such determination.

“(B) ESTABLISHMENT OF PROCEDURES FOR DETERMIN.-
ING QUALIFIED STATUS OF ORDERS.—Each group health
plan shall establish reasonable procedures to determine
whether medical child support orders are qualified medical
child support orders and to administer the provision of
benefits under such qualified orders. Such procedures—

“(i) shall be in writing,

“Gii) shall provide for the notification of each per-
son specified in a medical child support order as eligi-
ble to receive benefits under the plan (at the address
included in the medical child support order) of such
procedures promptly upon receipt by the plan of the
medical child support order, and

“(iii) shall permit an alternate recipient to des-
ignate a representative for receipt of copies of notices
that are sent to the alternate recipient with respect to
a medical child support order.

“(6) ACTIONS TAKEN BY FIDUCIARIES.—If a plan fiduciary
acts in accordance with part 4 of this subtitle in treating a
medical child support order as being (or not being) a qualified
medical child support order, then the plan’s obligation to the
participant and each alternate recipient shall be discharged to
the extent of any payment made pursuant to such act of the fi-
duciary.

“(7) TREATMENT OF ALTERNATE RECIPIENTS.—

“(A) TREATMENT AS BENEFICIARY GENERALLY.—A per-
son who is an alternate recipient under a qualified medical
child support order shall be considered a beneficiary under
the plan for purposes of any provision of this Act.

“(B) TREATMENT AS PARTICIPANT FOR PURPOSES OF RE-
PORTING AND DISCLOSURE REQUIREMENTS.—A person who
is an alternate recipient under any medical child support
order shall be considered a participant under the plan for
purposes of the reporting and disclosure requirements of
part 1.

“(8) DIRECT PROVISION OF BENEFITS PROVIDED TO ALTER-
NATE RECIPIENTS.—Any payment for benefits made by a group
health plan pursuant to a medical child support order in reim-
bursement for expenses paid by an alternate recipient or an al-
ternate recipient’s custodial parent or legal guardian shall be
made to the alternate recipient or the alternate recipient’s custo-
dial parent or legal guardian.

“(b) RIGHTS OF STATES WITH RESPECT TO GROUP HEALTH
PLANS WHERE PARTICIPANTS OR BENEFICIARIES THEREUNDER ARE
ELIGIBLE FOR MEDICAID BENEFITS.—

“(1) COMPLIANCE BY PLANS WITH ASSIGNMENT OF RIGHTS.—
A group health plan shall provide that payment for benefits
with respect to a participant under the plan will be made in ac-
cordance with any assignment of rights made by or on behalf
of such participant or a beneficiary of the participant as re-
quired by a State plan for medical assistance approved under
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title XIX of the Social Security Act pursuant to section
1912(a)(1)(A{ of such Act (as in ef%gt_ on the date of the enact-
ment of the Omnibus Budget Reconciliation Act of 1993).

“(2) ENROLLMENT AND PROVISION OF BENEFITS WITHOUT
REGARD TO MEDICAID ELIGIBILITY.—A lgroup health plan shall
provide that, in enrolling an individual as a participant or ben-
eficiary or in determining or making any payments for benefits
of an individual as a participant or beneficiary, the fact that
the individual is eligible for or is provided medical assistance
under a State plan for medical assistance approved under title
XIX of the Social Security Act will not be taken into account.

“(3) ACQUISITION BY STATES OF RIGHTS OF THIRD PAR.
TIES.—A group health plan shall provide that, to the extent that
payment has been made under a State plan for medical assist-
ance approved under title XIX of the Social Security Act in any
case in which a group health plan has a legal liability to make
payment for items or services constituting such assistance, pay-
ment for benefits under the plan will be made in accordance
with any State law which provides that the State has acquired
the rights with respect to a participant to such payment for
such items or services.

“(c) GRouP HEALTH PLAN COVERAGE OF DEPENDENT CHILDREN
IN CASES OF ADOPTION.—

“(1) COVERAGE EFFECTIVE UPON PLACEMENT FOR ADOP-
TION.—In any case in which a group health plan provides cov-
erage for dependent children of participants or beneficiaries,
such plan shall provide benefits to dependent children placed
with participants or beneficiaries for adoption under the same
terms and conditions as apply in the case of dependent children
who are natural children of participants or beneficiaries under
the plan, irrespective of whether the adoption has become final.

“(2) RESTRICTIONS BASED ON PREEXISTING CONDITIONS AT
TIME OF PLACEMENT FOR ADOPTION PROHIBITED.—A group
health plan may not restrict coverage under the plan of any de-
pendent child adopted by a participant or beneficiary, or placed
with a participant or beneficiary for adoption, solely on the
basis cz‘ a preexisting condition of such child at the time that
such child would otherwise become eligible for coverage under
the plan, if the adoption or placement for adoption occurs while
ti;e participant or beneficiary is eligible for coverage under the

an.

“(3) DEFINITIONS.—For purposes of this subsection—

_.“(A) CHILD.—The term ‘child’ means, in connection
with any adoption, or placement for adoption, of the child,
an individual who has not attained age 18 as of the date
of sufh adoption or placement for adoption.

(B) PLACEMENT FOR ADOPTION.—The term ‘placement’,
or being ‘placed’, for adoption, in connection with any
placement for adoption of a child with any person, means
the assumption and retention by such person of a legal obli-
gation for total or partial support of such child in anticipa-
tion of adoption of such child. The child’s placement with

such person terminates upon the terminati
obligation. P mination of such legal
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“(d) CONTINUED COVERAGE OF COSTS OF A PEDIATRIC VACCINE
UNDER GROUP HEALTH PLANS.—A group health plan may not re-
duce its coverage of the costs of pediatric vaccines (as defined under
section 1928(h)(6) of the Social Security Act as amended by section
13830 of the Omnibus Budget Reconciliation Act of 1993) below the
coverage it provided as of May 1, 1993.

“(e) REGULATIONS.—Any regulations prescribed under this sec-
tion shall be prescribed by the Secretary of Labor, in consultation
with the Secretary of Health and Human Services.”.

(b) CONFORMING AMENDMENTS TO ERISA T0 ENSURE COMPLI-
ANCE WITH MEDICARE AND MEDICAID COVERAGE DATA BANK RE-
QUIREMENTS.—

(1) REPORTS TO DATA BANK.—Section 101 of the Employee
Retirement Income Security Act of 1974 (29 U.S.C. 1021) is
amended—

d(A) by redesignating subsection (f) as subsection (g);
an

(B) by inserting after subsection (e) the following new
subsection.:

“(f) INFORMATION NECESSARY TO CoMPLY WITH MEDICARE AND
MEDICAID COVERAGE DATA BANK REQUIREMENTS.—

“(1) PROVISION OF INFORMATION BY GROUP HEALTH PLAN
UPON REQUEST OF EMPLOYER.—

“(A) IN GENERAL.—An employer shall comply with the
applicable requirements of section 1144 of the Social Secu-
rity Act (as added by section 13581 of the Omnibus Budget
Reconciliation Act of 1993). Upon the requesi of an em-
ployer maintaining a group health plan, any plan sponsor,
plan administrator, insurer, third-party administrator, or
other person who maintains under the plan the information
necessary to enable the employer to comply with the appli-
cable requirements of section 1144 of the Social Security
Act shall, in such form and manner as may be prescribed
in regulations of the Secretary (in consultation with the
Secretary of Health and Human Services), provide such in-
formation (not inconsistent with paragraph (2))—

“(i) in the case of a request by an employer de-
scribed in subparagraph (B) and a plan that is not a
multiemployer plan or a component of an arrangement
described in subparagraph (C), to the Medicare and
Medicaid Coverage Data Bank;

“(ii) in the case of a plan that is a multiemployer
plan or is.a component of an arrangement described in
subparagraph (C), to the employer or to such Data
Bank, at the option of the plan; and

“(iii) in any other case, to the employer or to such
Data Bank, at the option of the employer. .
“(B) EMPLOYER DESCRIBED.—An employer is described

in this subparagraph for any calendar year if such em-

ployer normally employed fewer than 50 employees on a

typical business day during such calendar year.

“(C) ARRANGEMENT DESCRIBED.—An arrangement de-
scribed in this subparagraph is any arrangement in which
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two or more employers contribute for the purpose of provid-

ing group health plan coverage for employees.

«9)_ INFORMATION NOT REQUIRED TO BE PROVIDED.—Any
plan sponsor, plan administrator, insurer, third-party adminis-
trator, or other person described in paragraph (D(A) (other
than the employer) that maintains the information under the
plan shall not provide to an employer in order to satisfy the re-
quirements of section 1144 of the Social Security Act, and shall
not provide to the Data Bank under such section, information
that pertains in any way to— .

“(A) the health status of a participant, or of the partici-
pant’s spouse, dependent child, or other beneﬁciar:)_', _

“(B) the cost of coverage provided to any participant or
beneficiary, or )

“(C) any limitations on such coverage specific to any
participant or beneficiary.

“(3) REGULATIONS.—The Secretary may, in consultation
with the Secretary of Health and Human Services, prescribe
such regulations as are necessary to carry out this subsection.”.
(c) CONFORMING AMENDMENTS.—

(1) CIVIL ACTIONS.—Section 502(a) of such Act (29 U.S.C.
1132(a) is amended—

(A) in paragraph (5), by striking “or” at the end;

(B) in paragraph (6), by striking the period and insert-
ing a semicolon; and

(C) by adding at the end the following new para-
graphs:

“(7) by a State to enforce compliance with a qualified medi-
cal child support order (as defined in section 609(a)(2)(A)); or

“(8) by the Secretary, or by an employer or other person re-
ferred to in section 101(f)(1), (A) to enjoin any act or practice
which violates subsection (f) of section 101, or (B) to obtain ap-
propriate equitable relief (i) to redress such violation or (ii) to
enforce such subsection.”.

(2) CIviL PENALTY.—Section 502(c) of such Act (29 U.S.C.
1132(c)) is amended by adding at the end the following new
paragraph:

“(4) The Secretary may assess a civil penalty of not more than

$1,000 for each violation by any person of section 101(f)(1). For pur-
poses of this paragraph, each violation described in subparagraph
(A) with respect to any single participant, and each violation de-
scribed in subparagraph (B) with respect to any single participant
or beneficiary, shall be treated as a separate violation. The Sec-
retary and the Secretary of Health and Human Services shall main-
tain such ongoing consultation as may be necessary and appropriate
to coordinate enforcement under this subsection with enforcement
under section 1144(c)(8) of the Social Security Act.”.

(3) JURISDICTION.—Section 502(e)(1) of such Act (29 U.S.C.
1132(e)(1)) is amended—
(A) in the first sentence, by striking “or fiduciary” and
inserting “fiduciary, or any person referred to in section
101(H)(1)”; and
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(B) in the second sentence, by striking “subsection
(a)(1)(B)” and inserting “paragraphs (1)(B) and (7) of sub-
section (a)”.

(4) EFFECT ON OTHER LAWS.—Section 514 of such Act (29
U.S.C. 1144) is amended—

(A) in subsection (b)(7)(D), by inserting “, qualified
medical child support orders (within the meaning of section
609(a)(2)(A)), and the provisions of law referred to in sec-
tion 609(a)(2)(B)(ii) to the extent enforced by qualified med-
ical child support orders” before the period; and
l (B) by striking subsection (b)(8) and inserting the fol-
owing:

“(8) Subsection (a) of this section shall not be construed to pre-

clude any State cause of action—

“Sec.

“(A) with respect to which the State exercises its acquired
rights under section 609(b)(3) with respect to a group health
plan (as defined in section 607(1)), or '

“(B) for recoupment of payment with respect to items or
services pursuant to a State plan for medical assistance ap-
proved under title XIX of the Social Security Act which would
not have been payable if such acquired rights had been executed
before payment with respect to such items or services by the
group health plan.”;

(5) CLERICAL AMENDMENTS.—

(A) The heading for part 6 of subtitle B of title I of
such Act is amended to read as follows:

“PART 6—GROUP HEALTH PLANS”.

(B) The table of contents in section 1 of such Act is
amended—

(i) by striking the item relating to the heading for
part 6 of subtitle B of title I and inserting the follow-
ing:

“PART 6—GROUP HEALTH PLANS”;
and

(ii) by inserting after the item relating to section
608 the following new item:

609. Additional standards for group health plans.”.

(d) EFFECTIVE DATE.— .

(1) IN GENERAL.—The amendments made by this section
shall take effect on the date of the enactment of this Act.

(2) PLAN AMENDMENTS NOT REQUIRED UNTIL JANUARY 1,
1994.—Any amendment to a plan required to be made by an
amendment made by this secticn shall not be required to be
raade before the first plan year beginning on or after January
1, 1994, if—

(Q) during the period after the date before the date of
the enactment of this Act and before such first plan year,
the plan is operated in accordance with the requirements of
the amendments made by this section, and



70

(B) such plan amendment applies retroactively to the
period after the date before the date of the enactment of this
Act and before such first plan year. _

A plan shall not be treated as failing to be operated in accord-
ance with the provisions of the plan merely because it operates
in accordance with this paragraph.

Subtitle E—Fee Increase

SEC. 4401. FEE INCREASE.
The Tea Importation Act (21 U.S.C. 41 et seq.) is amended—
(1) by inserting the 4th undesignated paragraph under the
center heading “FOOD AND DRUG ADMINISTRATION” of title II of
the Labor-Federal Security Appropriation Act, 1942 (21 U.S.C.
46a) as a new section 13 of the Tea Importation Act, and
(2) by amending such new section 13 to read as follows:
“SEC. 13. No tea or merchandise described as tea shall be exam-
ined for importation into the United States, or released by the Cus-
toms Service, under the Tea Importation Act unless the importer or
consignee of such tea or merchandise has paid, before the examina-
tion, a fee in an amount equal to—
“(1) 10 cents for each hundred weight or fraction thereof of
the tea or merchandise; or
“(2) the approximate cost of the examinations;
whichever amount is less. Such fee shall be deposited into the Treas-
ury of the United States as miscellaneous receipts.”

TITLE V—TRANSPORTATION AND
PUBLIC WORKS PROVISIONS

SEC. 5001. RECREATIONAL USER FEES.
(a) IN GENERAL.—Section 210 of the Flood Control Act of 1968
(16 U.S.C. 460d-3) is amended—

(1) by striking “SEc. 210. No entrance” and inserting the

following:
“SEC. 210. RECREATIONAL USER FEES.
“(a) PROHIBITION ON ADMISSIONS FEES.—No entrance”;

(2) by striking the second sentence; and
. (3) by adding at the end the following new subsection:

(b) FEES FOR USE OF DEVELOPED RECREATION SITES AND Fa-
CILITIES.—

(1) ESTABLISHMENT AND COLLECTION.—Notwithstanding
section 4(b) of the Land and Water Conservation Fund Act of
1965 (16 U.S.C. 460l-6a(b)), the Secretary of the Army is au-
thorized, subject to paragraphs (2) and (3), to establish and col-
lect fee_s for the use of developed recreation sites and facilities,
including campsites, swimming beaches, and boat launching
ramps but excluding a site or facility which includes only a
boat launch ramp and a courtesy dock.

“(2) EXEMPTION OF CERTAIN FACILITIES.—The Secretary
shall not establish or collect fees under this subsection for the
use or provision of drinking water, wayside exhibits, roads, sce-
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nic drives, overlook sites,dpicnic tables, toilet facilities, surface
water areas, undeveloped or lightly developed shoreland, or
general visitor information.

“(3) PER VEHICLE LIMIT.—The fee under this subsection for
use of a site or facility (other than an overnight camping site
or facility or any other site or facility at which a fee is charged
for use of the site or facility as of the date of the enactment of
this paragraph) for lpersons entering the site or facility by pri-
vate, noncommercial vehicle transporting not more than 8 per-
sons (including the driver) shall not exceed $3 per day per vehi-
cle. Such maximum amount may be adjusted annually by the
Secretary for changes in the Consumer Price Index of All Urban
Consumers published by the Bureau of Labor Statistics of the
Department of Labor.

“(4) DEPOSIT INTO TREASURY ACCOUNT.—AIL fees collected
under this subsection shall be deposited into the Treasury ac-
count for the Corps of Engineers established by section 4(i) of
the Land and Water Conservation Fund Act of 1965 (16 U.S.C.
460l-6a(i)).”.

(b) CONFORMING AMENDMENT FOR CAMPSITES.—Section 4(b) of
the Land and Water Conservation Fund Act of 1965 (16 U.S.C.
460l-6a(b)) is amended by striking the next to the last sentence.

TITLE VI—COMMUNICATIONS LICENS-
ING AND SPECTRUM ALLOCATION IM-
PROVEMENT

SEC. 6001. TRANSFER OF AUCTIONABLE FREQUENCIES.

(a) AMENDMENT.—The National Telecommunications and Infor-
mation Administration Organization Act (47 U.S.C. 901 et seq.) is
amended— _

] (1) by striking the heading of part B and inserting the fol-

owing:

“PART C—SPECIAL AND TEMPORARY
PROVISIONS”;

(2) by redesignating sections 131 through 135 as sections
151 through 155, respectively; and .
(3) by inserting after part A the following new part:

“PART B—TRANSFER OF AUCTIONABLE
FREQUENCIES.

“SEC. 111. DEFINITIONS.

“As used in this part: ) .

“(1) The term ‘allocation’ means an entry in the National
Table of Frequency Allocations of a given frequency band for
the purpose of its use by one or more radiocommunication serv-
ices. .

“(2) The term ‘assignment’ means an authorization given to
a station licensee to use specific frequencies or channels.
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“(3) The term ‘the 1934 Act’ means the Communications Act
of 1934 (47 U.S.C. 151 et seq.).

“SEC. 112. NATIONAL SPECTRUM ALLOCATION PLANNING.

“The Assistant Secretary and the Chairman of the Commission
shall meet, at least biannually, to conduct joint spectrum planning
with respect to the following issues:

“(1) the extent to which licenses for spectrum use can be is-
sued pursuant to section 309(j) of the 1934 Act to increase Fed-
eral revenues;

“(2) the future spectrum requirements for public and pri-
vate uses, including State and local government public safety
agencies;

“(3) the spectrum allocation actions necessary to accommo-
date those uses; and

“(4) actions necessary to promote the efficient use of the
spectrum, including spectrum management techniques to pro-
mote increased shared use of the spectrum that does not cause
harmful interference as a means of increasing commercial ac-
cess.

“SEC. 113. IDENTIFICATION OF REALLOCABLE FREQUENCIES.

“(a) IDENTIFICATION REQUIRED.—The Secretary shall, within 18
months after the date of the enactment of the Omnibus Budget Rec-
onciliation Act of 1993, prepare and submit to the President and the
Congress a report identifying and recommending for reallocation
bands of frequencies—

“(1) that are allocated on a primary basis for Federal Gov-
ernment use;

“(2) that are not required for the present or identifiable fu-
ture needs of the Federal Government;

“(3) that can feasibly be made available, as of the date of
submission of the report or at any time during the next 15
years, for use under the 1934 Act (other than for Federal Gov-
ernment stations under section 305 of the 1934 Act);

_“(4) the transfer of which (from Federal Government use)
will not result in costs to the Federal Government, or losses of
services or benefits to the public, that are excessive in relation
to the benefits to the public that may be provided by non-Fed-
eral licensees; and

“(5) that are most likely to have the greatest potential for
productive uses and public benefits under the 1934 Act if allo-
cated for non-Federal use.

“(b) MINIMUM AMOUNT OF SPECTRUM RECOMMENDED.—

“(1) IN GENERAL.—In accordance with the provisions of this
section, the Secretary shall recommend for reallocation, for use
other than by Federal Government stations under section 305 of
the 1934 Act (47 U.S.C. 305), bands of frequencies that in the
aggregate span not less than 200 megahertz, that are located
below 5 gigahertz, and that meet the criteria specified in para-
graphs (1) through (5) of subsection (a). Such bands of fre-
quencies shall include bands of frequencies, located below 3
%igahertz, that span in the aggregate not less than 100 mega-

rtz.
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“(2) MIXED USES PERMITTED TO BE COUNTED.—Bands of
frequencies which a report of the Secretary under subsection (a)
or (d)(1) recommends be partially retained for use by Federal
Government stations, but which are also recommended to be re-
allocated to be made available under the 1934 Act for use by
non-Federal stations, may be counted toward the minimum
sgeitrum required by paragraph (1) of this subsection, except
that—

“(A) the bands of frequencies counted under this para-
graph may not count toward more than one-half of the
minimums required by paragraph (1) of this subsection;

“(B) a band of frequencies may not be counted under
this paragraph unless the assignments of the band to Fed-
eral Government stations under section 305 of the 1934 Act
(47 U.S.C. 305) are limited by geographic area, by time, or
by other means so as to guarantee that the potential use to
be made by such Federal Government stations is substan-
tially less (as measured by geographic area, time, or other-
wise) than the potential use to be made by non-Federal
stations; and

“(C) the operational sharing permitted under this para-
graph shall be subject to the interference regulations pre-
scribed by the Commission pursuant to section 305(a) of the
1934 Act and to coordination procedures that the Commis-
sion and the Secretary shall jointly establish and imple-
ment to ensure against harmful interference.

“(c) CRITERIA FOR IDENTIFICATION.—

“(1) NEEDS OF THE FEDERAL GOVERNMENT.—In determining
whether a band of frequencies meets the criteria specified in
subsection (a)(2), the Secretary shall—

“(A) consider whether the band of frequencies is used
to provide a communications service that is or could be
available from a commercial provider or other vendor;

“(B) seek to promote—

“(i) the maximum practicable reliance on commer-
cially available substitutes;
“(ii) the sharing of frequencies (as permitted under

subsection (b)(2)); .

“(iii) the development and use of new communica-
tions technologies; and _

“Giv) the use of nonradiating communications sys-
tems where practicable; and

“(C) seek to avoid—

“G) serious degradation of Federal Government
services and operations;

“(ii) excessive costs to the Federal Government and
users of Federal Government services; and

“(iii) excessive disruption of existing use of Federal

Government frequencies by amateur radio licensees.
“(2) FEASIBILITY OF USE.—In determining whether a fre-

quency band meets the criteria specified in subsection (@)(3), the
Secretary shall—
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“(A) assume that the frequency will be assigned by the
Comn(zission under section 303 of the 1934 Act (47 U.S.C.
303) within 15 years; o

“(B) assume reasonable rates of scientific progress and
growth of demand for telecommunications services;

“(C) seek to include frequencies which can be used to
stimulate the development of new technologies; and

“(D) consider the immediate and recurring costs to re-
establish services displaced by the reallocation of spectrum.
“(3) ANALYSIS OF BENEFITS.—In determining whether a

band of frequencies meets the criteria specified in subsection
(a@)(5), the Secretary shall consider—

“(A) the extent to which equipment is or will be avail-
able that is capable of utilizing the band;

“(B) the proximity of frequencies that are already as-
signed for commercial or other non-Federal use;

“(C) the extent to which, in general, commercial users
could share the frequency with amateur radio licensees;

“(D) the activities of foreign governments in making
frequencies available for experimentation or commercial as-
signments in order to support their domestic manufacturers
of equipment.

“(4) POWER AGENCY FREQUENCIES.—

“(A) APPLICABILITY OF CRITERIA.—The criteria specified
by subsection (a) shall be deemed not to be met for any pur-
pose under this part with regard to any frequency assign-
ment to, or any frequency assignment used by, a Federal
power agency for the purpose of withdrawing that assign-
ment.

“(B) MIXED USE ELIGIBILITY.—The frequencies assigned
to any Federal power agency may only be eligible for mixed
use under subsection (b)(2) in geographically separate
areas, but in those cases where a frequency is to be shared
by an affected Federal power agency and a non-Federal
user, such use by the non-Federal user shall not cause
harmful interference to the affected Federal power agency
or adversely affect the reliability of its power system.

“(C) DEFINITION.—As used in this paragraph, the term
‘Federal power afency’ means the Tennessee Valley Author-
ity, the Bonneville Power Administration, the Western Area
Power Administration, the Southwestern Power Adminis-
tration, the Southeastern Power Administration, or the
Alaska Power Administration.

“(6) LIMITATION ON REALLOCATION.—None of the fre-
quencies recommended for reallocation in the reports required
gy this subsection shall have been recommended, prior to the

ate of enactment of the Omnibus Budget Reconciliation Act of
1 993t, for reallocation to non-Federal use by international agree-
ment.
“(d) PROCEDURE FOR IDENTIFICATION OF REALLOCABLE BANDS
OF FREQUENCIES.—

“(1) SUBMISSION OF PRELIMINARY IDENTIFICATION TO CON-

GRESS.—Within 6 months after the date of the enactment of the



75

Omnibus Budget Reconciliation Act of 1993, the Secretary shall
prepare, make publicly available, and submit to the President,
the Congress, and the Commission a report which makes a pre-
liminary identification of reallocable bands of frequencies
which meet the criteria established by this section.

“(2) PuBLIC COMMENT.—The Secretary shall provide inter-
ested persons with the opportunity to submit, within 90 days
after the date of its publication, written comment on the pre-
liminary report required by paragraph (1). The Secretary shall
im:mgdiately transmit a copy of any such comment to the Com-
mission.

“(3) COMMENT AND RECOMMENDATIONS FROM COMMIS-
.SION.—The Commission shall, within 90 days after the conclu-
sion of the period for comment provided pursuant to paragraph
(2), submit to the Secretary the Commission’s analysis of such
comments and the Commission’s recommendations for responses
to such comments, together with such other comments and rec-
ommendations as the Commission deems appropriate.

“(4) DIRECT DISCUSSIONS.—The Secretary shall encourage
and provide opportunity for direct discussions among commer-
cial representatives and Federal Government users of the spec-
trum to aid the Secretary in determining which frequencies to
recommend for reallocation. The Secretary shall provide notice
to the public and the Commission of any such discussions, in-
cluding the name or names of any businesses or other persons
represented in such discussions. A representative of the Com-
mission (and of the Secretary at the election of the Secretary)
shall be permitted to attend any such discussions. The Sec-
retary shall provide the public and the Commission with an op-
portunity to comment on the results of any such discussions
prior to the submission of the final report required by sub-
section (a).

“te) TIMETABLE FOR REALLOCATION AND LIMITATION.—

“(1) TIMETABLE REQUIRED.—The Secretary shall, as part of
the reports required by subsections (a) and (d)(1), include a
timetable that recommends effective dates by which the Presi-
dent shall withdraw or limit assignments of the frequencies
specified in such reports.

“(2) EXPEDITED REALLOCATION.—

“(A) REQUIRED REALLOCATION.—The Secretary shall, as
part of the report required by subsection (d)(1), speczﬁcally
identify and recommend for immediate reallocation bands
of frequencies that in the aggregate span not less than 59
megahertz, that meet the criteria described in s_ubsgctzon
(a), and that can be made available for reallocation imme-
diately upon issuance of the report required by subsection
(d)(1). Such bands of frequencies shall include bands of fre-
quencies, located below 3 gigahertz, that in the aggregate
span not less than 25 megahertz .

“(B) PERMITTED REALLOCATION.—The Secretary may,
as part of such report, identify and recommend bands of
frequencies for immediate reallocation for a mixed use pur-
suant to subsection (b)(2), but such bands of frequencies



76

may not count toward the minimums required by subpara-

graph (A). .

“(3) DELAYED EFFECTIVE DATES.— In setting the rec-
ommended delayed effective dates, the Secretary shall—

“(A) consider the need to reallocate bands of frequencies
as early as possible, taking into account the requirements
of paragraphs (1) and (2) of section 115(b); .

“(B) be based on the useful remaining life of equipment
that has been purchased or contracted for to operate on
identified frequencies;

“(C) consider the need to coordinate frequency use with
other nations; and

“D) take into account the relationship between the
costs to the Federal Government of changing to different
frequencies and the benefits that may be obtained from
commercial and other non-Federal uses of the reassigned
frequencies.

“SEC. 114. WITHDRAWAL OR LIMITATION OF ASSIGNMENT TO FEDERAL
GOVERNMENT STATIONS.
“(a) IN GENERAL.—The President shall—

“(1) within 6 months after receipt of a report by the Sec-
retary under subsection (a) or (d)(1) of section 113, withdraw
the assignment to a Federal Government station of any fre-
quency which the report recommends for immediate
reallocation;

“(2) within either such 6-month period, limit the assign-
ment to a Federal Government station of any frequency which
the report recommends be made immediately available for
mixed use under section 113(b)(2);

“(3) by the delayed effective date recommended by the Sec-
retary under section 113(e) (except as provided in subsection
(b)(4) of this section), withdraw or limit the assignment to a
Federal Government station of any frequency which the report
recommends be reallocated or made available for mixed use on
such delayed effective date;

“(4) assign or reassign other frequencies to Federal Govern-
ment stations as necessary to adjust to such withdrawal or lim-
itation of assignments; and

“(5) transmit a notice and description to the Commission

anotl_each House of Congress of the actions taken under this sub-
section.

“(b) EXCEPTIONS.—

. “(1) AUTHORITY TO SUBSTITUTE.—If the President deter-
mines that a circumstance described in paragraph (2) exists, the
President—

“(A) may substitute an alternative frequency or fre-
quencies for the frequency that is subject to such determina-
tior, and withdraw (or limit) the assignment of that alter-
naﬁlwe frequency in the manner required by subsection (a);
an

“(B) shall submit a statement of the reasons for taking
the action described in subparagraph (A) to the Commis-
sion, Committee on Energy and Commerce of the House of
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Representatives, and the Committee on Commerce, Science,

and Transportation of the Senate.

“(2) GROUNDS FOR SUBSTITUTION.—For purposes of para-
graph (1), the following circumstances are described in this
paragraph:

“(A) the reassignment would seriously jeopardize the
national defense interests of the United States;

“(B) the frequency proposed for reassignment is unique-
ly suited to meeting important governmental needs;

“(C) the reassignment wouﬁi seriously jeopardize public
health or safety;

“(D) the reassignment will result in costs to the Federal
Government that are excessive in relation to the benefits
that may be obtained from commercial or other non-Federal
uses of the reassigned frequency; or

“(E) the reassignment will disrupt the existing use of a
Federal Government band of frequencies by amateur radio
licensees.

“(3) CRITERIA FOR SUBSTITUTED FREQUENCIES.—For pur-
poses of paragraph (1), a frequency may not be substitutecf for
a frequency identified and recommended by the report of the
Secretary under section 113(a) unless the substituted frequency
also meets each of the criteria specified by section 113(a).

“(4) DELAYS IN IMPLEMENTATION.—If the President deter-
mines that any action cannot be completed by the delayed effec-
tive date recommended by the Secretary pursuant to section
113(e), or that such an cction by such date would result in a
frequency being unused as a consequence of the Commission’s
plan under section 115, the President may—

“(A) withdraw or limit the assignment to Federal Gov-
ernment stations on a later date that is consistent with
such plan, except that the President shall notify each com-
mittee specified in paragraph (1)(B) and the Commission of
the reason that withdrawal or limitation at a later date is
required; or

“(B) substitute alternative frequencies pursuant to the
provisions of this subsection.

“SEC. 115. DISTRIBUTION OF FREQUENCIES BY THE COMMISSION.

“la) ALLOCATION AND ASSIGNMENT OF IMMEDIATELY AVAILABLE
FREQUENCIES.—With respect to the frequencies made available for
immediate reallocation pursuant to section 113(e)(2), the Commis-
sion, not later than 18 months after the date of enaciment of the
Omnibus Budget Reconciliation Act of 1993, shall issue regulations
to allocate such frequencies and shall propose regulations to assign
such frequencies.

“(b) ALLOCATION AND ASSIGNMZINT OF REMAINING AVAILABLE
FREQUENCIES.—With respect to the frequencies made available for
reallocation pursuant to section 113(e)(3), the Commission shall, not
later than 1 year after receipt of the report required by section
113(a), prepare, submit to the President and the Congress, and im-
plement, a plan for the allocatior: and assignment under the 1934
Act of such frequencies. Such plan shall— ' _

“(1) not propose the immediate allocation and assignment
of all such frequencies but, taking into account the timetable
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recommended by the Secretary pursuant to section 1 13(e), shall
ropose—
prop “(A) gradually to allocate and assign the frequencies
remaining, after making the reservation required by sub-
paragraph (B), over the course of 10 years beginning on the
date of submission of such plan; and '
“(B) to reserve a significant portion of such frequencies
for allocation and assignment beginning after the end of
such 10-year period; )

“(2) contain appropriate provisions to ensure— )

“(A) the availability of frequencies for new technologies
and services in accordance with the policies of section 7 of

the 1934 Act (47 U.S.C. 157); . .

“(B) the availability of frequencies to stimulate the de-
velopment of such technologies; and
“(C) the safety of life and property in accordance with

the policies of section 1 of the 1934 Act (47 U.S.C. 151);

“(3) address (A) the feasibility of reallocating portions of the
spectrum. from current commercial and other non-Federal uses
to provide for more efficient use of the spectrum, and (B) inno-
vation and marketplace developments that may affect the rel-
ative efficiencies of different spectrum allocations;

“(4) not prevent the Commission from allocating fre-
quencies, and assigning licenses to use frequencies, not included
in the plan; and

“(5) not preclude the Commission from making changes to
the plan in future proceedings.

“SEC. 116. AUTHORITY TO RECOVER REASSIGNED FREQUENCIES.

“(a) AUTHORITY OF PRESIDENT.—Subsequent to the withdrawal
of assignment to Federal Government stations pursuant to section
114, the President may reclaim reassigned frequencies for reassign-
;)jbent to Federal Government stations in accordance with this sec-
ion.

“(b) PROCEDURE FOR RECLAIMING FREQUENCIES.—

“(1) UNALLOCATED FREQUENCIES.—If the frequencies to be
reclaimed have not been allocated or assigned by the Commis-
sion pursuant to the 1934 Act, the President shall follow the
procedures for substitution of frequencies established by section
114(b) of this part.

“(2) ALLOCATED FREQUENCIES.—If the frequencies to be re-
claimed have been allocated or assigned by the Commission, the
President shall follow the procedures for substitution of fre-
quencies established by section 114(b) of this part, except that
the statement required by section 114(b)(1)(B) shall include—

“(A) a timetable to accommodate an orderly transition
for licensees to obtain new frequencies and equipment nec-
essary for its utilization; and

“(B) an estimate of the cost of displacing spectrum
users licensed by the Commission.

“(c) CoSTS OF RECLAIMING FREQUENCIES.—The Federal Gov-
ernment shall bear all costs of reclaiming frequencies pursuant to
this section, including the cost of equipment which is rendered un-
usable, the cost of relocating operations to a different frequency, and
any other costs that are directly attributable to the reclaiming of the
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frequency pursuant to this section, and there are authorized to be
appropriated such sums as may be necessary to carry out the pur-
poses of this section.

“(d) EFFECTIVE DATE OF RECLAIMED FREQUENCIES.—The Com-
mission shall not withdraw licenses for any reclaimed frequencies
until the end of the fiscal year following the fiscal year in which a
statement under section 114(b)(1)(B) pertaining to such frequencies
is received by the Commission.

“(e) EFFECT ON OTHER LAW.—Nothing in this section shall be
construed to limit or otherwise affect the authority of the President
under section 706 of the 1934 Act (47 U.S.C. 606).

“SEC. 117. ETHSTIJZG ALLOCATION AND TRANSFER AUTHORITY RE-

“(a) ADDITIONAL REALLOCATION.—Nothing in this part prevents
or limits additional reallocation of spectrum from the Federal Gov-
ernment to other users.

“(b) IMPLEMENTATION OF NEW TECHNOLOGIES AND SERVICES.—
Notwithstanding any other provision of this part—

“(1) the Secretary may, consistent with section 104(e) of this
Act, at any time allow frequencies allocated on a primary basis
for Federal Government use to be used by non-Federal licensees
on a mixed-use basis for the purpose of facilitating the prompt
implementation of new technologies or services and for other
purposes; and

“(2) the Commission shall make any allocation and licens-
ing decisions with respect to such frequencies in a timely man-
ner and in no event later than the date required by section 7
of the 1934 Act.”.

(b) CONFORMING AMENDMENT T0 ENSURE COLLECTION OF FCC
FEES.—Section 104 of the National Telecommunications and Infor-
mation Administration Organization Act (47 U.S.C. 903) is amend-
ed by adding at the end the following new subsection:

“te) PROOF OF COMPLIANCE WITH FCC LICENSING REQUIRE-
MENTS.—

“(1) AMENDMENT TO MANUAL REQUIRED.—Within 90 days
after the date of enactment of this subsection, the Secretary and
the NTIA shall amend the spectrum management document de-
scribed in subsection (a) to require that— )

“(A) no person or entity (other than an agency or in-
strumentality of the United States) shall be permitted, after

1 year after such date of enactment, to operate a radio sta-

tion utilizing a frequency that is authorized for the use of

government stations pursuant to section 103(b)(2)(A) of this

Act for any non-government application unless such person

or entity has submitted to the NTIA proof, in a form pre-

scribed by such manual, that such person or entity has ob-

tained a license from the Commission; and )
“(B) no person or entity (other than an agency or in-

strumentality of the United States) shall be permitted, after

1 year after such date of enactment, to utilize a radio sta-

tion belonging to the United States for any non-government

application unless such person or entity has submitted to
the NTIA proof, in a form prescribed by such manual, that
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such person or entity has obtained a license from the Com-

mission.

“(2) RETENTION OF FORMS.—The NTIA shall maintain on
file the proofs submitted ‘under paragraph (1), or facsimiles
thereof.

“(g) CERTIFICATION.—Within 1 year after the date of enact-
ment of this subsection, the Secretary and the NTIA shall cer-
tify to the Committee on Energy and Commerce of the House of
Representatives and the Committee on Commerce, Science, and
Transportation of the Senate that—

“(A) the amendments required by paragraph (1) have
been accomplished; and

“(B) the requirements of subparagraphs (A) and (B) of
such paragraph are being enforced.”.

SEC. 6002. AUTHORITY TO USE COMPETITIVE BIDDING.

(a) USE oF COMPETITIVE BIDDING.—Section 309 of the Commu-
nications Act of 1934 (47 U.S.C. 309) is amended by adding at the
end the following new subsection:

“G) USE OF COMPETITIVE BIDDING.—

“(1) GENERAL AUTHORITY.—If mutually exclusive applica-
tions are accepted for filing for any initial license or construc-
tion permit which will involve a use of the electromagnetic spec-
trum described in paragraph (2), then the Commission shall
have the authority, subject to paragraph (10), to grant such li-
cense or permit to a qualified applicant through the use of a
system of competitive bidding that meets the requirements of
this subsection.

“(2) USES TO WHICH BIDDING MAY APPLY.—A use of the elec-
tromagnetic spectrum is described in this paragraph if the
Commission determines that—

“(A) the principal use of such spectrum will involve, or
is reasonably likely to involve, the licensee receiving com-
pensation from subscribers in return for which the
licensee—

“(i) enables those subscribers to receive commu-
nications signals that are transmitted utilizing fre-
quencies on which the licensee is licensed to operaie; or

“(ii) enables those subscribers to transmit directly
commaunications signals utilizing frequencies on which
the licensee is licensed to operate; and
“(B) a system of competitive bidding wiil promote the

objectives described in paragraph (3).

“(3) DESIGN OF SYSTEMS OF COMPETITIVE BIDDING.—For
each class of licenses or permits that the Commission grants
through the use of a competitive bidding system, the Commis-
sion shall, by regulation, estabiish a competitive bidding meth-
odology. The Commission shall seek to design and test multiple
alternative methodologies under appropriate circumstances. In
identifying classes of licenses and permits to be issued by com-
petitive bidding, in specifying eligibility and other characteris-
tics of such licenses and permits, and in designing the meth-
odologies for use under this subsection, the Commission shall
include safeguards to protect the public interest in the use of the
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spectrum and shall seek to promote the purposes specified in
section 1 of this Act and the following objectives:

“(A) the development and rapid deployment of new
technologies, products, and services for the benefit of the
public, including those residing in rural areas, without ad-
ministrative or judicial delays;

“(B) promoting economic opportunity and competition
and ensuring that new and innovative technologies are
readily accessible to the American people by avoiding exces-
sive concentration of licenses and by disseminating licenses
among o wide variety of applicants, including small busi-
nesses, rural telephone companies, and businesses owned by
members of minority groups and women;

“(C) recovery for the public of a portion of the value of
the public spectrum resource made available for commer-
cial use and avoidance of unjust enrichment through the
methods employed to award uses of that resource; and

“(D) efficient and intensive use of the electromagnetic
spectrum.

“(4) CONTENTS OF REGULATIONS.—In prescribing regula-
tions pursuant to paragraph (3), the Commission shall—

“(A) consider alternative payment schedules and meth-
ods of calculation, including lump sums or guaranteed in-
stallment payments, with or without royalty payments, or
other schedules or methods that promote the objectives de-
scribed in paragraph (3)(B), and combinations of such
schedules and methods;

“(B) include performance requirements, such as appro-
priate deadlines and penalties for performance failures, to
ensure prompt delivery of service to rural areas, to prevent
stockpiling or warehousing of spectrum by licensees or per-
mittees, and to promote investment in and rapid deploy-
ment of new technologies and services;

“(C) consistent with the public interest, convenience,
and necessity, the purposes of this Act, and the characteris-
tics of the proposed service, prescribe area designations and
bandwidth assignments that promote (i) an equitable dis-
tribution of licenses and services among geographic areas,
(it) economic opportunity for a wide variety of applicants,
including small businesses, rural telephone companies, and
businesses owned by members of minority groups and
women, and (iti) investment in and rapid deployment of
new technologies and services;

“(D) ensure that small businesses, rural telephone com-
panies, and businesses owned by members of minority
groups and women are given the opportunity to participate
in the provision of spectrum-based services, and, for such
purposes, consider the use of tax certificates, bidding pref-
erences, and other procedures; and )

“(E) require such transfer disclosures and
antitrafficking restrictions and payment schedules as may
be necessary to prevent unjust enrichment as a result of the
methods employed to issue licenses and permits.



82

“(5) BIDDER AND LICENSEE QUALIFICATION.—No person
shall be permitted to participate in a system of competitive bid-
ding pursuant to this subsection unless such bidder submits
such information and assurances as the Commission may re-
quire to demonstrate that such bidder’s application is accept-
able for filing. No license shall be granted to an applicant se-
lected pursuant to this subsection unless the Commission deter-
mines that the applicant is qualified pursuant to subsection (a)
and sections 308(b) and 310. Consistent with the objectives de-
scribed in paragraph (3), the Commission shall, by regulation,
prescribe expedited procedures consistent with the procedures
authorized by subsection (i)(2) for the resolution of any substan-
tial and material issues of fact concerning qualifications.

“(6) RULES OF CONSTRUCTION.—Nothing in this subsection,
or in the use of competitive bidding, shall—

“(A) alter spectrum allocation criteria and procedures
established by the other provisions of this Act;

“(B) limit or otherwise affect the requirements of sub-
section (h) of this section, section 301, 304, 307, 310, or
706, or any other provision of this Act (other than sub-
sections (d)(2) and (e) of this section);

“(C) diminish the authority of the Commission under
the other provisions of this Act to regulate or reclaim spec-
trum licenses;

“(D) be construed to convey any rights, including any
expectation of renewal of a license, that differ from the
rights that apply to other licenses within the same service
that were not issued pursuant to this subsection;

“(E) be construed to relieve the Commission of the obli-
gation in the public interest to continue to use engineering
solutions, negotiation, threshold qualifications, service reg-
ulations, and other means in order to avoid mutual exclu-
sivity in application and licensing proceedings;

“(F) be construed to prohibit the Commission from issu-
ing nationwide, regional, or local licenses or permits;

“G) be construed to prevent the Commission from
awarding licenses to those persons who make significant
contributions to the development of a new telecommuni-
cations service or technology; or

“(H) be construed to relieve any applicant for a license
or permit of the obligation to pay charges imposed pursu-
ant to section 8 of this Act.

“(7) CONSIDERATION OF REVENUES IN PUBLIC INTEREST DE-
TERMINATIONS.—

. “(A) CONSIDERATION PROHIBITED.—In making a deci-
sion pursuant to section 303(c) to assign a band of fre-
quencles to a use for which licenses or permits will be is-
sued pursuant to this subsection, and in prescribing regula-
tions pursuant to paragraph (4)(C) of this subsection, the
Commission may not base a finding of public interest, con-
venience, and necessity on the expectation of Federal reve-
nues from the use of a system of competitive bidding under
this subsection.
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. “(B) CONSIDERATION LIMITED.—In prescribing regula-
tions pursuant to paragraph (4)(A) of this subsection, the
Commission may not base a finding of public interest, con-
venience, and necessity solely or predominantly on the ex-
pectation of Federal revenues from the use of a system of
competitive bidding under this subsection.

“(C) CONSIDERATION OF DEMAND FOR SPECTRUM NOT
AFFECTED.—Nothing in this paragraph shall be construed
to prevent the Commission from continuing to consider
consumer demand for spectrum-based services.

“(8) TREATMENT OF REVENUES.—

“(A) GENERAL RULE.—Except as provided in subpara-
graph (B), all proceeds from the use of a competitive bid-
ding system under this subsection shall be deposited in the
Treasury in accordance with chapter 33 of title 31, United
States Code.

“(B) RETENTION OF REVENUES.—Notwithstanding sub-
paragraph (A), the salaries and expenses account of the
Commission shall retain as an offsetting collection such
sums as may be necessary from such proceeds for the costs
of developing and implementing the program required by
this subsection. Such offsetting collections shall be avail-
able for obligation subject to the terms and conditions of
the receiving appropriations account, and shall be depos-
ited in such accounts on a quarterly basis. Any funds ap-
propriated to the Commission for fiscal years 1994 through
1998 for the purpose of assigning licenses using random se-
lection under subsection (i) shall be used by the Commis-
sion to implement this subsection.

“(9) USE OF FORMER GOVERNMENT SPECTRUM.—The Com-

mission shall, not later than 5 years after the date of enactment
of this subsection, issue licenses and permits pursuant to this
subsection for the use of bands of frequencies that—

“(A) in the aggregate span not less than 10 megahertz;
and

“(B) have been reassigned from Government use pursu-
ant to part B of the National Telecommunications and In-
formation Administration Organization Act.
“(10) AUTHORITY CONTINGENT ON AVAILABILITY OF ADDI-

TIONAL SPECTRUM.—

“(A) INITIAL CONDITIONS.—The Commission’s authority
to issue licenses or permits under this subsection shall not
take effect unless— _

“(i) the Secretary of Commerce has submitted to

the Commission the report required by section 113(d)(1)

of the National Telecommunications and Information

Administration Organization Act; ) ]

“Gii) such report recommends for immediate
reallocation bands of frequencies that, in the aggregate,

span not less than 50 megahertz; o

“(iti) such bands of frequencies meet the criteria re-
quired by section 113(a) of such Act; and

“Giv) the Commission has completed the rule-
making required by section 332(c)(1)(D) of this Act.
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“(B) SUBSEQUENT CONDITIONS.—The Commission’s au-
thority to issue licenses or permits under this subsection on
and after 2 years after the date of the enactment of this
subsection shall cease to be effective if— .

“(i) the Secretary of Commerce has failed to submit
the report required by section 113(a) of the National
Telecommunications and Information Administration
Organization Act; .

“(ii) the President has failed to withdraw and limit
assignments of frequencies as required by paragraphs
(1) and (2) of section 114(a) of such Act;

“(Gii) the Commission has failed to issue the regu-
lations required by section 115(a) of such Act;

“(iv) the Commission has failed to complete and
submit to Congress, not later than 18 months after the
date of enactment of this subsection, a study of current
and future spectrum needs of State and local govern-
ment public safety agencies through the year 2010, and
a specific plan to ensure that adequate frequencies are
made available to public safety licensees; or

“(v) the Commission has failed under section
332(c)(3) to grant or deny within the time required by
such section any petition that a State has filed within
90 days after the date of enactment of this subsection;

until such failure has been corrected.

“(11) TERMINATION.—The authority of the Commission to
grant a license or permit under this subsection shall expire Sep-
tember 30, 1998.

“(12) EVALUATION.—Not later than September 30, 1997, the
Commission shall conduct a public inquiry and submit to the
Congress a report—

“(A) containing a statement of the revenues obtained,
and a projection of the future revenues, from the use of
competitive bidding systems under this subsection;

“(B) describing the methodologies established by the
Commission pursuant to paragraphs (3) and (4);

“(C) comparing the relative advantages and disadvan-
tages of such methodologies in terms of attaining the objec-
tives described in such paragraphs;

“(D) evaluating whether and to what extent—

“() competitive bidding significantly improved the
efficiency and effectiveness of the process for granting
radio spectrum licenses;

. “() competitive bidding facilitated the introduc-
tion of new spectrum-based technologies and the entry
of new companies into the telecommunications market;

“(iti) competitive bidding methodologies have se-
cured prompt delivery of service to rural areas and
have adequately addressed the needs of rural spectrum
users; and

“(iv) small businesses, rural telephone companies,
and businesses owned by members of minority groups
and women were able to participate successfully in the
competitive bidding process; and
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“(E) recommending any statutory changes that are
needed to improve the competitive bidding process.”.

(b) CONFORMING AMENDMENTS.—

(1) LIMITATIONS ON LOTTERIES.—Section 309 of the Com-
munications Act of 1934 (47 U.S.C. 309) is further amended—

(A) by striking subsection (i)(1) and inserting the fol-
lowing:

“(t) RANDOM SELECTION.—

“(1) GENERAL AUTHORITY.—[f—

“(A) there is more than one application for any initial
license or construction permit which will involve a use of
the electromagnetic spectrum; and

“(B) the Commission has determined that the use is not
described in subsection (j)(2)(A);

then the Commission shall have the authority to grant such li-

cense or permit to a qualified applicant through the use of a

system of random selection.”; and

(B) in paragraph (4), by adding at the end the follow-
ing new subparagraph:

“(C) Not later than 180 days after the date of enactment of this
subparagraph, the Commission shall prescribe such transfer disclo-
sures and antitrafficking restrictions and payment schedules as are
necessary to prevent the unjust enrichment of recipients of licenses
or permits as a result of the methods employed to issue licenses
under this subsection.”,

(2) REGULATORY TREATMENT TO ENHANCE AUCTION VALUE
OF SPECTRUM LICENSES.—

(A) AMENDMENT.—Section 332 of the Communications
Act of 1934 (47 U.S.C. 332) is amended—

(i) by striking “PRIVATE LAND” from the heading of
the section;

(ii) by striking “land” each place it appears in sub-
sections (a) and (b); and

(iii) by striking subsection (c) and inserting the fol-
lowing:

“(c) REGULATORY TREATMENT OF MOBILE SERVICES.—

“(1) COMMON CARRIER TREATMENT OF COMMERCIAL MOBILE
SERVICES.—(A) A person engaged in the provision of a service
that is a commercial mobile service shall, insofar as such per-
son is so engaged, be treated as a common carrier for purposes
of this Act, except for such provisions of title II as the Commis-
sion may specify by regulation as inapplicable to that service or
person. In prescribing or amending any such regulation, the
Commission may not specify any provision of section 201, 202,
or 208, and may specify any other provision only if the Commis-
sion determines that— .

“(i) enforcement of such provision is not necessary in
order to ensure that the charges, practices, classifications,
or regulations for or in connection with that service are just
and reasonable and are not unjustly or unreasonably dis-
criminatory; )

“(ii) enforcement of such provision is not necessary for
the protection of consumers; and
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“(iii) specifying such provision is consistent with the

public interest. L

“(B) Upon reasonable request of any person providing com-
mercial mobile service, the Commission shall order a common
carrier to establish physical connections with such service pur-
suant to the provisions of section 201 of this Act. Except to the
extent that the Commission is required to respond to such a re-
quest, this subparaﬂ'aph shall not be construed as a limitation
or expansion of the Commission’s authority to order inter-
connection pursuant to this Act. .

“(C) The Commission shall review competitive market con-
ditions with respect to commercial mobile services and shall in-
clude in its annual report an analysis of those conditions. Such
analysis shall include an identification of the number of com-
petitors in various commercial mobile services, an analysis of
whether or not there is effective competition, an analysis of
whether any of such competitors have a dominant share of the
market for such services, and a statement of whether additional
providers or classes of providers in those services would be like-
ly to enhance competition. As a part of making a determination
with respect to the public interest under subparagraph (A)(iii),
the Commission shall consider whether the proposed regulation
(or amendment thereof) will promote competitive market condi-
tions, including the extent to which such regulation (or amend-
ment) will enhance competition among providers of commercial
mobile services. If the Commission determines that such regula-
tion (or amendment) will promote competition among providers
of commercial mobile services, such determination may be the
basis for a Commission finding that such regulation (or amend-
ment) is in the public interest.

“(D) The Commission shall, not later than 180 days after
the date of enactment of this subparagraph, complete a rule-
making required to implement this paragraph with respect to
the licensing of personal communications services, including
making any determinations required by subparagraph (C).

“(2) NON-COMMON CARRIER TREATMENT OF PRIVATE MOBILE
SERVICES.—A person engaged in the provision of a service that
is a private mobile service shall not, insofar as such person is
so engaged, be treated as a common carrier for any purpose
under this Act. A common carrier (other than a person that was
treated as a provider of a private land mobile service prior to
the enactment of the Omnibus Budget Reconciliation Act of
1993) shall not provide any dispatch service on any frequency
allocated for common carrier service, except to the extent such
dispatch service is provided on stations licensed in the domestic
public land mobile radio service before January 1, 1982. The
Commission may by regulation terminate, in whole or in part,
the prohibition contained in the preceding sentence if the Com-
mission determines that such termination will serve the public
mtere('.;t). s

“ TATE PREEMPTION.—(A) Notwithstanding sections 2(b)
c_ztndt 221 (b)l, rtzo %tate or local government shall hage any author-
é i}‘; ] ?n ':Iil; ate the entry of or the rates charged by any commer-

€ service or any private mobile service; except that this
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paragraph shall not prohibit a State from regulating the other
terms and conditions of commercial mobile services. Nothing in
this subparagraph shall exempt providers of commercial mobile
services (where such services are a substitute for land line tele-
phone exchange service for a substantial portion of the commu-
nications within such State) from requirements imposed by a
State commission on all providers of telecommunications serv-
ices necessary to ensure the universal availability of tele-
communications service at affordable rates. Notwithstanding
the first sentence of this subparagraph, a State may petition the
Commission for authority to regulate the rates for any commer-
cial mobile service and the Commission shall grant such peti-
tion if such State demonstrates that—

“(i) market conditions with respect to such services fail
to protect subscribers adequately from unjust and unrea-
sonable rates or rates that are unjustly or unreasonably
discriminatory; or

“(it) such market conditions exist and such service is a
replacement for land line telephone exchange service for a
substantial portion of the telephone land line exchange
service within such State.

The Commission shall provide reasonable opportunity for pub-
lic comment in response to such petition, and shall, within 9
months after the date of its submission, grant or deny such peti-
tion. If the Commission grants such petition, the Commission
shall authorize the State to exercise under State law such au-
thority over rates, for such periods of time, as the Commission
deems necessary to ensure that such rates are just and reason-
able and not unjustly or unreasonably discriminatory.

“(B) If a State has in effect on June 1, 1993, any regulation
concerning the rates for any commercial mobile service offered
in such State on such date, such State may, no later than 1
year after the date of enactment of the Omnibus Budget Rec-
onciliation Act of 1993, petition the Commission requesting that
the State be authorized to continue exercising authority over
such rates. If a State files such a petition, the State’s existing
regulation shall, notwithstanding subparagraph (A), remain in
effect until the Commission completes all action (including any
reconsideration) on such petition. The Commission shall review
such petition in accordance with the procedures established in
such subparagraph, shall complete all action (including any re-
consideration) within 12 months after such petition is filed, and
shall grant such petition if the State satisfies the showing re-
quired under subparagraph (A)(i) or (A)(ii). If the Commission
grants such petition, the Commission shall authorize the State
to exercise under State law such authority over rates, for such
period of time, as the Commission deems necessary to ensure
that such rates are just and reasonable and not unjustly or un-
reasonably discriminatory. After a reasonable period of time, as
determined by the Commission, has elapsed from the issuance
of an order under subparagraph (A) or this subparagraph, any
interested party may petition the Commission for an order that
the exercise of authority by a State pursuant to such subpara-
graph is no longer necessary to ensure that the rates for com-
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mercial mobile services are just and reasonable and not un-
Jjustly or unreasonably discriminatory. The Commission shall
provide reasonable opportunity for public comment in response
to such petition, and shall, within 9 {n_ontl_zs after the date of
its submission, grant or deny such petition in whole or in part.

“(4) REGULATORY TREATMENT OF COMMUNICATIONS SAT-
ELLITE CORPORATION.—Nothing in this subsection shall be con-
strued to alter or affect the regulatory treatment required by
title IV of the Communications Satellite Act of 1962 of the cor-
poration authorized by title III of such Act. _ .

“(5) SPACE SEGMENT CAPACITY.—Nothing in this section
shall prohibit the Commission from continuing to determine
whether the provision of space segment capacity b};:' satellite sys-
tems to providers of commercial mobile services shall be treated
as common carriage.

“(6) FOREIGN OWNERSHIP.—The Commission, upon a peti-
tion for waiver filed within 6 months after the date of enact-
ment of the Omnibus Budget Reconciliation Act of 1993, may
waive the application of section 310(b) io any foreign ownership
that lawfully existed before May 24, 1993, of any provider of a
private land mobile service that will be treated as a common
carrier as a result of the enactment of the Omnibus Budget Rec-
onciliation Act of 1993, but only upon the following conditions:

“(A) The extent of foreign ownership interest shall not
Ilaggéncreased above the extent which existed on May 24,
“(B) Such waiver shall not permit the subsequent
transfer of ownership to any other person in violation of
section 310(b).
“(d) DEFINITIONS.—For purposes of this section—

“(1) the term ‘commercial mobile service’ means any mobile
service (as defined in section 3(n)) that is provided for profit
and makes interconnected service available (A) to the public or
(B) to such classes of eligible users as to be effectively available
to a substantial portion of the public, as specified by regulation
by the Commission;
~ “(2) the term ‘interconnected service’ means service that is
interconnected with the public switched network (as such terms
are defined by regulation by the Commission) or service for
which a request for interconnection is pending pursuant to sub-
section (c)(1)(B); and
. “3) the term ‘private mobile service’ means any mobile seiv-
ice (as defined in section 3(n)) that is not a commercial mobile
service or the functional equivalent of a commercial mobile
service, as specified by regulation by the Commission.”.

. (B) ADDITIONAL CONFORMING AMENDMENTS.—(i) Sec-

tion 2(b) of the Communications Act of 1934 (47 U.S.C.

152(b)) is amended by inserting “and section 332,” after

“inclusive,”,

(ii) Section 3 of the Communications Act of 1934 (47

U.S.C. 153) is amended—

(I) in subsection (n) by inserting “(1)” after “and
includes”, and by inserting before the period at the end
the following: “, (2) a mobile service which provides a
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regularly interacting group of base, mobile, portable,
and associated control and relay stations (whether li-
censed on an individual, cooperative, or multiple basis)
for private one-way or two-way land mobile radio com-
munications by eligible users over designated areas of
operation, and (3) any service for which a license is re-
quired in a personal communications service estab-
lished pursuant to the proceeding entitled ‘Amendment
to the Commission’s Rules to Establish New Personal
Communications Services’ (GEN Docket No. 90-314;
Erfd Docket No. 92-100), or any successor proceeding”:
a
(II) by striking subsection (gg).
(c) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in paragraph (2), the
amendments made by this section are effective on the date of en-
actment of this Act.

(2) EFFECTIVE DATES OF MOBILE SERVICE AMENDMENTS.—
The amendments made by subsection (b)(2) shall be effective on
the date of enactment of this Act, except that—

(A) section 332(c)(3)(A) of the Communications Act of

1934, as amended by such subsection, shall take effect 1

year after such date of enactment; and

(B) any private land mobile service provided by any
person before such date of enactment, and any paging serv-
lce utilizing frequencies allocated as of January 1, 1993, for
private land mobile services, shall, except for purposes of
section 332(c)(6) of such Act, be treated as a private mobile
service until 3 years after such date of enactment.
(d) DEADLINES FOR COMMISSION ACTION.—

(1) GENERAL RULEMAKING.—The Federal Communications
Commission shall prescribe regulations to implement section
309(j) of the Communications Act of 1934 (as added by this sec-
tion) within 210 days after the date of enactment of this Act.

(2) PCS ORDERS AND LICENSING.—The Commission shall—

(A) within 180 days after such date of enactment, issue

a final report and order (i) in the matter entitled “Redevel-

opment of Spectrum to Encourage Innovation in the Use of

New Telecommunications Technologies” (ET Docket No. 92—

9); and (ii) in the matter entitled “Amendment of the Com-

mission’s Rules to Establish New Personal Communica-

tions Services” (GEN Docket No. 90-314; ET Docket No.

92-100); and

(B) within 270 days after such date of enactment, com-
mence issuing licenses and permits in the personal commu-
nications service.

(3) TRANSITIONAL RULEMAKING FOR MOBILE SERVICE PRO-
VIDERS.—Within 1 year after the date of enactment of this Act,
the Federal Communications Commission— o

(A) shall issue such modifications or terminations of
the regulations applicable (before the date of enactment of
this Act) to private land mobile services as are necessary to

implement the amendments made by subsection (b)(2);
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(B) in the regulations that will, after such date of en-
actment, apply to a service that was a private land mobile

service and that becomes a commercial mobile service (as o

consequence of such amendments), shall make such other

modifications or terminations as may be necessary and
practical to assure that licensees in such service are sub-

Jjected to technical requirements that are comparable to the

technical requirements that apply to licensees that are pro-

viders of substantially similar common carrier services;
(C) shall issue such other regulations as are necessary

to implement the amendments made by subsection b)@);

and

(D) shall include, in such regulations, modifications,
and terminations, such provisions as are necessary to pro-
vide for an orderly transition.

(e) SPECIAL RULE.—The Federal Communications Commission
shall not issue any license or permit pursuant to section 309(1) of
the Communications Act of 1934 (47 U.S.C. 309(1) after the date of
enactment of this Act unless—

(1) the Commission has made the determination required
by paragraph (1)(B) of such section (as added by this section);
or

(2) one or more applications for such license were accepted
for filing by the Commission before July 26, 1993.

SEC. 6003. ADDITIONAL COMMUNICATIONS FEES.
() REGULATORY FEES.—
(1) AMENDMENT.—Title I of the Communications Act of
1934 is amended by inserting after section 8 the following new
section:

“SEC. 9. REGULATORY FEES.

“(a) GENERAL AUTHORITY—The Commission, in accordance
with this section, shall assess and collect regulatory fees to recover
the costs of the following regulatory activities of the Commission:
enforcement activities, policy and rulemaking activities, user infor-
mation services, and international activities.

F “(b) ESTABLISHMENT AND ADJUSTMENT OF REGULATORY
EES.—

" l;(l) IN GENERAL.—The fees assessed under subsection (a)
shall—

“(A) be derived by determining the full-time equivalent
number of employees performing the activities described in
subsection (a) within the Private Radio Bureau, Mass
Media Bureau, Common Carrier Bureau, and other offices
of the Commission, adjusted to take into account factors
that are reasonably related to the benefits provided to the
payor of the fee by the Commission’s activities, including
such factors as service area coverage, shared use versus ex-
clusive use, and other factors that the Commission deter-
mines are necessary in the public interest;

“(B) be established at amounts that will result in col-
lection, during each fiscal year, of an amount that can rea-
sonably be expected to equal the amount appropriated for
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such fiscal year for the performance of the activities de-

scribed in subsection (a); and

“(C) until adjusted or amended by the Commission
pursuant to paragraph (2) or (3), be the fees established by
the Schedule of Regulatory Fees in subsection (g).

“(2) MANDATORY ADJUSTMENT OF SCHEDULE.—For any fis-
cal year after fiscal year 1994, the Commission shall, by rule,
revise the Schedule of Regulatory Fees by proportionate in-
creases or decreases to reflect, in accordance with paragraph
(1)(B), changes in the amount appropriated for the performance
of the activities described in subsection (a) for such fiscal year.
Such proportionate increases or decreases shall—

“(A) be adjusted to reflect, within the overall amounts
described in appropriations Act under the authority of
paragraph (1)(A), unexpected increases or decreases in the
nx:lnber of licensees or units subject to payment of such fees;
a

“(B) be established at amounts that will result in col-
lection of an aggregate amount of fees pursuant to this sec-
tion that can reasonably be expected to equal the aggregate
amount of fees that are required to be collected by appro-
priations Acts pursuant to paragraph (1)(B).

Increases or decreases in fees made by adjustments pursuant to
this paragraph shall not be subject to judicial review. In mak-
ing adjustments pursuant to this paragraph the Commission
may round such fees to the nearest $5 in the case of fees under
$1,000, or to the nearest $25 in the case of fees of $1,000 or
more.

“(3) PERMITTED AMENDMENTS.—In addition to the adjust-
ments required by paragraph (2), the Commission shall, by reg-
ulation, amend the Schedule of Regulatory Fees if the Commis-
sion determines that the Schedule requires amendment to com-
ply with the requirements of paragraph (1)(A). In making such
amendments, the Commission shall add, delete, or reclassify
services in the Schedule to reflect additions, deletions, or
changes in the nature of its services as a consequence of Com-
mission rulemaking proceedings or changes in law. Increases or
decreases in fees made by amendments pursuant to this para-
graph shall not be subject to judicial review.

“(4) NoTICcE TO CONGRESS.—The Commission shall—

“(A) transmit to the Congress notification of any ad-
Jjustment made pursuant to paragraph (2) immediately
upon the adoption of such adjustment; and _

“(B) transmit to the Congress notification of any
amendment made pursuant to paragraph (3) not later than
90 days before the effective date of such amendment.

“(c) ENFORCEMENT.— o

“(1) PENALTIES FOR LATE PAYMENT.—The Commission shall
prescribe by regulation an additional charge which shall be as-
sessed as a penalty for late payment of fees required by sub-
section (a) of this section. Such penalty shall be 25 percent of
the amount of the fee which was not paid in a timely manner.
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«“(2) DISMISSAL OF APPLICATIONS FOR FILINGS.—The Com-
mission may dismiss any application or other filing for failure
to pay in a timely manner any fee or penalty under this section.

“(3) REVOCATIONS.—In addition to or in lieu of the pen-
alties and dismissals authorized by paragraphs (1) and (2), the
Commission may revoke any instrument ofp authorization held
by any entity that has failed to make payment of a regulatory
fee assessed pursuant to this section. Such revocation action
may be taken by the Commission after notice of the Commis-
sion’s intent to take such action is sent to the licensee by reg-
istered mail, return receipt requested, at the licensee’s last
known address. The notice will provide the licensee at least 30
days to either pay the fee or show cause why the fee does not
apply to the licensee or should otherwise be waived or payment
deferred. A hearing is not required under this subsection unless
the licensee’s response presents a substantial and material ques-
tion of fact. In any case where a hearing is conducted pursuant
to this section, the hearing shall be based on written evidence
only, and the burden of proceeding with the introduction of evi-
dence and the burden of proof shall be on the licensee. Unless
the licensee substantially prevails in the hearing, the Commis-
sion may assess the licensee for the costs of such hearing. Any
Commission order adopted pursuant to this subsection shall de-
termine the amount due, if any, and provide the licensee with
at least 30 days to pay that amount or have its authorization
revoked. No order of revocation under this subsection shall be-
come final until the licensee has exhausted its right to judicial
review of such order under section 402(b)(5) of this title.

“(d) WAIVER, REDUCTION, AND DEFERMENT.—The Commission
may waive, reduce, or defer payment of a fee in any specific instance
for good cause shown, where such action would promote the public
interest.

“(e) DEPOSIT OF COLLECTIONS.—Moneys received from fees es-
tablished under this section shall be deposited as an offsetting col-
lection in, and credited to, the account providing appropriations to
carry out the functions of the Commission.

“(Yy REGULATIONS.—

_ “(1) IN GENERAL.—The Commission shall prescribe appro-
priate rules and regulations to carry out the provisions of this
section. Such rules and regulations shall permit payment by in-
stallments in the case of fees in large amounts, and in the case
of fees in small amounts, shall require the payment of the fee
in advance for a number of years not to exceed the term of the
license held by the payor.

“(g) SCHEDULE.—Until amended by the Commission pursuant
to subsection (b), the Schedule of Regulatory Fees which the Federal
Communications Commission shall, subject to subsection (a)(2), as-
sess and collect shall be as follows:

“SCHEDULE OF REGULATORY FEES

Bureau/Category Au’;:t’:zarly I;‘eeg-

Private Radio Bureau
Exclusive uge services (per license)
Land Mobile (above 470 MHz, Base Station and SMRS) (47 C.F.R. Part 90) .................... 816
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“SCHEDULE OF REGULATORY FEES—CONTINUED

Bureau/Category Annual Reg-

ulatory Fee
Microwave (47 C.F.R. Part 94) 16
Interactive Video Data Service (47 C.F.R. Part) 16
Shared use services (per license unless otherwise noted) 7
Amateur vanity call-signs 7
Mass Media Bureau (per license)
AM radio (47 C.F.R. Part 73)
Class D Daytime 250
Class A ime 900
Class B Fulltime 500
Class C Fulltime 200
Canstructloncpenmts 100
FM radio (47 CF.R. Part 73)
Classes C, C1, C2, B 900
Classes A, B1, C3 600
Construction ;enum 500
TV (47 C.F.R. Part 73)
VHF Commercial
Markets 1 thru 10 18,000
Markets 11 thru 25 16,000
Markets 26 thru 50 12,000
Markets 51 thru 100 8,000
Remaining Markets 5,000
nstruction permits 4,000
UHF Comme
Markets 1 thru 10 14,400
Markets 11 thru 25 12,800
Markets 26 thru 50 9,600
Markets 51 thru 100 6,400
Remaining Markets 4000
Construction permits 3,200
Low Power TV, Translator, and TV Booster (47 C.F.R. Part 74) ............ccoceviiiivcinnrnnnc 135
Broadcast Auxiliary (47 C.F.R. Part 74) 25
International (HF) Broadcast (47 C.F.R. Part 73) 200
Cable Antenna Relay Service (47 C.F.R. Part 78) 220
Cable Television System (per 1,000 subscribers) (47 C.F.R. Part 76) .........coucevecsrvcierisniinnens 370
Common Carrier Bureau
Radio Facilities
Cellular Radio (per 1,000 subscribers) (47 C.F.R. Part 22) 60
Personal Communications (per 1,000 subscribers) (47 C.F.R.) 60
gpaee Station (per operational station in gfosynchronous orbit) (47 C.F.R. Part 25) ......... 65,000
pace Station Fr system in low-earth orbit) (47 C.F.R. Part 25) ...........cocovuonovevcrnnnvenninnens 90,000
Public Mobile (per 1,000 subscribers) (47 C.F.R. Part 22) 60
Domestic Public Fixed (per call sign) (47 C.F.R. Part 21) 55
International Public Fixed (per call sign) (47 C.F.R. Part 23) 110
Earth Stations (47 C.F.R. Part 25)
VSAT and equivalent C-Band (per 100 antennas) [
Mobile satellite earth stations (per 100 ) 6
Earth station antennas
Less than 9 meters (per 100 antennas) 6
9 Meters or more
Transmit / Receive and Transmit Only (per meter) 85
Receive only (per meter) 55
Carriers
Inter-Exchange Carrier (per 1,000 presubscribed access lines) 60
Local Exchange Carrier (per 1,000 access lines) 60
Competitive access provider (per 1,000 subscribers) 60
International circuits (per 100 active 64KB circuit or equivalent) 220

“(h) ExCEPTIONS.—The charges established under this section
shall not be applicable to (1) governmental entities or nonprofit enti-
ties; or (2) to amateur radio operator licenses under part 97 of the
Commission’s regulations (47 C.F.R. Part 97).

“i) ACCOUNTING SYSTEM.—The Commission shall develop ac-
counting systems necessary to making the adjustments authorized
by subsection (b)(3). In the Commission’s annual report, tl_ze Com-
mission shall prepare an analysis of its progress in developing such
systems and shall afford interested persons the opportunity to sub-
mit comments concerning the allocation of the costs of performing
the functions described in subsection (a) among the services in the
Schedule.”.

(2) CONFORMING AMENDMENTS.—Section 8 of the Commu-
nications Act of 1934 (47 U.S.C. 158) is amended— )
(A) by striking the heading of such section and insert-
ing “APPLICATION FEES”;
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(B) by striking “charges” each place it appears and in-
serting “application fees”; _ )

(C) by striking “charge” each place it appears in sub-
section (¢c) and inserting “application fee”;

(D) by striking out “Schedule of Charges” each place it
appears and inserting “Schedule of Application Fees”; and

(E) in the schedule contained in subsection (g)—

(i) by striking “SCHEDULE OF CHARGES” and in-
serting “SCHEDULE OF APPLICATION FEES”;

(ii) by striking “charge” and “Charges” each place
they appear and inserting “application fee” and “Appli-
cation fee”, respectively; and

(iit) by striking “CHARGES” and inserting “APPLI
CATION FEES”.

(b) USE OF REGULATORY FEES.—Section 6 of the Communica-
tions Act of 1934 (47 U.S.C. 156) is amended by adding at the end
the following new subsection:

“(d) Of the sum appropriated in any fiscal year under this sec-
tion, a portion, in an amount determined under section 9(b), shall
be derived from fees authorized by section 9.”.

TITLE VII-NUCLEAR REGULATORY
COMMISSION PROVISIONS

SEC. 7001. NUCLEAR REGULATORY COMMISSION ANNUAL CHARGES.

Section 6101(a)(3) of the Omnibus Budget Reconciliation Act of
1990 (42 U.S.C. 2214(a)(3)) is amended. by striking “September 30,
1995” and inserting “September 30, 1998”.

TITLE VIII—PATENT AND TRADEMARK
FEES

SEC. 8001. PATENT AND TRADEMARK FEES.
Section 10101 of the Omnibus Budget Reconciliation Act of
1990 (35 U.S.C. 41 note) is amended—
“199(81’2 in subsection (a) by striking “1995” and inserting
(2) in subsection (b)(2) by striking “1995” and inserting
“1998”; and
(3) in subsection (c)—
(A) by striking “through 1995” and inserting “through
1998”; and
(B) by adding at the end the following:
“(6) $111,000,000 in fiscal year 1996.
“(7) $115,000,000 in fiscal year 1997.
“(8) $119,000,000 in fiscal year 1998.”.
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TITLE IX—MERCHANT MARINE
PROVISIONS

SEC. 9001. EXTENSION OF VESSEL TONNAGE DUTIES.

(@) EXTENSION OF DUTIES.—Section 36 of the Act of August 5,
1909 (36 Stat. 111; 46 App. U.S.C. 121), is amended by—

(1) striking “and 1995,” each place it appears and inserting
“1995, 1996, 1997, 1998,”;

(2) striking “place,” and inserting “place;”: and

(3) striking “port, not, however, to include vessels in dis-
tress or not engaged in trade” and inserting “port. However, nei-
ther dtlizty shall be imposed on vessels in distress or not engaged
in trade”.

(b) CONFORMING AMENDMENT.—The Act of March 8, 1910 (36
Stat. 234; 46 App. U.S.C. 132), is amended by striking “and 1995,”
and inserting “1995, 1996, 1997, and 1998,”.

(c) TECHNICAL CORRECTION.—

(1) CORRECTION.—Section 10402(a) of the Omnibus Budget
Reconciliation Act of 1990 (104 Stat. 1388-398) is amended by
striking “in the second paragraph”.

(2) EFFECTIVE DATE.—The amendment made by paragraph
(1) shall be effective on and after November 5, 1990.

TITLE X—NATURAL RESOURCE
PROVISIONS

Subtitle A—Recreation Use Fees

SEC. 10001. ADMISSION FEES.

(a) ADDITIONAL AREAS.—(1) The first sentence of section 4(a) of
the Land and Water Conservation Fund Act of 1965 (16 U.S.C.
4601-6a(a)) is amended by inserting after “National Park System”
the phrase “or National Conservation Areas” and by inserting after
“National Recreation Areas” the following “, National Monuments,
National Volcanic Monuments, National Scenic Areas, and no more
than 21 areas of concentrated public use”.

(2) Section 4(a) of the Land and Water Conservation Fund Act
of 1965 (16 U.S.C. 4601-6a(a) is amended by inserting the following
after the first sentence: “For purposes of this subsection, the term
‘area of concentrated public use’ means an area that is managed
primarily for outdoor recreation purposes, contains at least one
major recreation attraction, where facilities and services necessary
to accommodate heavy public use are provided, and public access to
the area is provided in such a manner that admission fees can be
efficiently collected at one or more centralized locations.”. '

(b) GOLDEN AGE PASSPORT.—The second sentence of section
4(a)(4) of the Land and Water Conservation Fund Act of 1965 (16
U.S.C. 4601-6a(a)(4)) is amended by striking “without charge,” and
inserting in lieu thereof “for a one-time charge of $10,”.
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SEC. 10002. RECREATION USER FEES. )

(a) IN GENERAL.—(1) The first sentence of section 4(b) of the
Land and Water Conservation Fund Act of 1965 (16 U.S.C. 4601-
6a(b)) is amended by striking out “toilet facilities, picnic tables, or
boat ramps” and all that follows down through the end of the sen-
tence and inserting in lieu -thereof: “or toilet facilities, nor shall
there be any such charge solely for the use of picnic tables: Provided,
That in no event shall there be a charge for the use of any camp-
ground not having a majority of the following: tent or trailer spaces,
picnic tables, drinking water, access road, refuse containers, toilet
facilities, personal collection of the fee by an employee or agent of
the Federal agency operating the facility, reasonable visitor protec-
tion, and simple devices for containing a campfire (where campfires
are permitted). For the purposes of this subsection, the term ‘special-
ized outdoor recreation sites’ includes, but is not limited to, camp-
grounds, swimming sites, boat launch facilities, and managed park-
ing lots.”.

& (2) Section 4(b) of the Land and Water Conservation Fund Act
of 1965 (16 U.S.C. 4601-6a(b)) is amended by striking the second
sentence.

(b) CosTs OF COLLECTION.—Section 4(i)(1) of the Land and
Water Conservation Fund Act of 1965 (16 U.S.C. 4601-6a(i)) is
amended by inserting “(A)” after “(1)” and by adding the following
at the end of paragraph (1):

“(B) Notwithstanding subparagraph (A), in any fiscal year, the
Secretary of Agriculture and the Secretary of the Interior may with-
hold from the special account established under subparagraph (A)
such portion of all receipts collected from fees imposed under this
section in such fiscal year as the Secretary of Agriculture or the Sec-
retary of the Interior, as appropriate, determines to be equal to the
fee collection costs for that fiscal year: Provided, That such costs
shall not exceed 15 percent of all receipts collected from fees imposed
under this section in that fiscal year. The amounts so withheld shall
be retained by the Secretary of Agriculture or the Secretary of the
Interior, as appropriate, and shall be available, without further ap-
propriation, for expenditure by the Secretary concerned to cover fee
collection costs in that fiscal year. The Secretary concerned shall de-
posit into the special account established pursuant to subparagraph
(A) any amounts so retained which remain unexpended and unobli-
gated at the end of the fiscal year. For the purposes of this subpara-
graph, for any fiscal year, the term ‘fee collection costs’ means those
costs for personnel and infrastructure directly associated with the
collection of fees imposed under this section.”.

(c) COMMERCIAL ToUR USE FEES.—Section 4 of the Land and
Water Conservation Fund Act of 1965 (16 U.S.C. 4601-6a) is
amended by adding the following new subsection at the end thereof:

_“(n)(1) In the case of each unit of the National Park System for
which an admission fee is charged under this section, the Secretary
of the Interior shall establish, by October 1, 1993, a commercial tour
use fee to be imposed on each vehicle entering the unit for the pur-
pose of providing commercial tour services within the unit. Fee reve-
nue derived from such commercial tour use fees shall be deposited
into the special account established under subsection (i).
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f‘;g2) The Secretary shall establish the amount of fee per entry
as follows:
“(A) $25 per vehicle with a passenger capacity of 25 persons
or less, and

“(B) $50 per vehicle with a passenger capacity of more than
25 persons.

“(38) The Secretary may periodically make reasonable adjust-
ments to the commercial tour use fee imposed under this subsection.

“(4) The commercial tour use fee imposed under this subsection
shall not apply to either of the following:

“(A) Any vehicle transporting organized school groups or
outings conducted for educational purposes by schools or other
bona fide educational institutions.

“(B) Any vehicle entering a park system unit pursuant to a
contract issued under the Act of October 9, 1965 (16 U.S.C. 20-
20g) entitled ‘An Act relating to the establishment of concession
policies in the areas administered by the National Park Service
and for other purposes.’.

“(5)(A) The provisions of this subsection shall apply to aircraft
entering the airspace of units of the National Park System identified
in section 2(b) and section 3 of Public Law 100-91 for the specific
purpose of providing commercial tour services within the airspace
of such units.

“(B) The provisions of this subsection shall also apply to air-
craft entering the airspace of other units of the National Park Sys-
tem for the specific purpose of providing commercial tour services if
the Secretary determines that the level of such services is equal to
or greater than the level at those units of the National Park System
specified in subparagraph (A).”.

(d) NON-FEDERAL GOLDEN EAGLE PASSPORT SALES.—Section
4(a)(1)(A) of the Land and Water Conservation Fund Act of 1965
(16 U.S.C. 4601-6a(a)(1)(A)) is amended by inserting “(i)” after “(A)”
and by adding at the end thereof the following new clause: _

“Gii) The Secretary of the Interior and the Secretary of Agri-
culture may authorize businesses, nonprofit entities, and other orga-
nizations to sell and collect fees for the Golden Eagle Passport sub-
Ject to such terms and conditions as the Secretaries may jointly pre-
scribe. The Secretaries shall develop detailed guidelines for pro-
motional advertising of non-Federal Golden Eagle Passport sales
and shall monitor compliance with such guidelines. The Secretaries
may authorize the sellers to withhold amounts up to, but not exceed-
ing 8 percent of the gross fees collected from the sale of such pass-
ports as reimbursement for actual expenses of the sales. Receipts
from such non-Federal sales of the Golden Eagle Passport shall be
deposited into the special account established in subsection (i), to be
allocated between the Secretary of the Interior and the Secretary of
Agriculture in the same ratio as receipts from admission into Fed-
eral fee areas administered by the Secretary of Agriculture and the
Secretary of the Interior pursuant to subsection (a).”.

(e) CONFORMING AMENDMENT.—Section 4(a)(1)(A) of the Land
and Water Conservation Fund Act of 1965 (16 U.S.C. 4601-
6a(a)(1)(A)) is amended by striking the third sentence in its entirety
and inserting in lieu thereof “The annual permit shall be ”valzd for
a period of 12 months from the date the annual fee is paid.”.
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SEC. 10003. COMMUNICATION SITE FEES.

Notwithstanding any other provision of law, for fiscal year 1994
the Secretary of Agriculture and the Secretary of the Interior shall
assess and collect annual charges for the utilization of existing
radio, television, and commercial telephone transmission commu-
nication sites located on Federal lands administered by the Forest
Service and the Bureau of Land Management at a level 10 percent
above the fee assessed and collected during fiscal year 1993. For a
site located after the enactment of this Act, the charges for fiscal
year 1994 shall be equal in amount to the charges assessed for a
comparable new site located before the enactment of this Act, plus
10 percent.

Subtitle B—Hardrock Mining Claim
Maintenance Fee

SEC. 10101. FEE.

(a) CLAIM MAINTENANCE FEE.—The holder of each unpatented
mining claim, mill or tunnel site located pursuant to the Mining
Laws of the United States, whether located before or after the enact-
ment of this Act, shall pay to the Secretary of the Interior, on or be-
fore August 31 of each year, for years 1994 through 1998, a claim
maintenance fee of $100 per claim. Such claim maintenance fee
shall be in lieu of the assessment work requirement contained in the
Mining Law of 1872 (30 U.S.C. 28-28¢) and the related filing re-
quirements contained in section 314(a) and (c) of the Federal Land
Policy and Management Act of 1976 (43 U.S.C. 1744(a) and (c)).

(b) TIME OF PAYMENT.—The claim maintenance fee payable
pursuant to subsection (a) for any assessment year shall be paid be-
fore the commencement of the assessment year, except that for the
initial assessment year in which the location is made, the locator
shall pay the claim maintenance fee at the time the location notice
is recorded with the Bureau of Land Management. The location fee
imposed under section 10102 shall be payable not later than 90
days after the date of location.

(c) OIL SHALE CLAIMS SUBJECT TO CLAIM MAINTENANCE FEES
UNDER ENERGY POLICY ACT OF 1992.—This section shall not apply
to any oil shale claims for which a fee is required to be paid under
section 2511(e)(2) of the Energy Policy Act of 1992 (Public Law 102~
486; 106 Stat. 3111; 30 U.S.C. 242).

(d) WAIVER.—(1) The claim maintenance fee required under this
section may be waived for a claimant who certifies in writing to the
Secretary that on the date the payment was due, the claimant and
all related parties—

(A) held not more than 10 mining claims, mill sites, or tun-
nel sites, or any combination thereof, on public lands; and
_ (B) have performed assessment work required under the

Mining Law of 1872 (30 U.S.C. 28-28e) to maintain the mining

claims held by the claimant and such related parties for the as-

sessment year ending on noon of September 1 of the calendar
year in which payment of the claim maintenance fee was due.

(2) For purposes of paragraph (1), with respect to any claimani,
the term “related party” means— :
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(A) the spouse and dependent children (as defined in sec-
tiog 152 of the Internal Revenue Code of 1986), of the claimant;
an

(B) a person who controls, is controlled by, or is under com-
mon control with the claimant.

For purposes of this section, the term control includes actual con-
trol, legal control, and the power to exercise control, through or by
common directors, officers, stockholders, a voting trust, or a holding
company or investment company, or any other means.

SEC. 10102. LOCATION FEE.

Notwithstanding any other provision of law, for every
unpatented mining claim, mill or tunnel site located after the date
of enactment of this subtitle and before September 30, 1998, pursu-
ant to the Mining Laws of the United States, the locator shall, at
the time the location notice is recorded with the Bureau of Land
Management, pay to the Secretary of the Interior a location fee, in
addition to the claim maintenance fee required by section 10101, of
$25.00 per claim.

SEC. 10103. CO-OWNERSHIP.

The co-ownership provisions of the Mining Law of 1872 (30
U.S.C. 28) shall remain in effect, except that in applying such provi-
sions, the annual claim maintenance fee required under this Act
shall, where applicable, replace applicable assessment requirements
and expenditures.

SEC. 10104. FAILURE TO PAY.

Failure to pay the claim maintenance fee or the location fee as
required by this subtitle shall conclusively constitute a forfeiture of
the unpatented mining claim, mill or tunnel site by the claimant
and the claim shall be deemed null and void by operation of law.

SEC. 10105. OTHER REQUIREMENTS.

(a) FEDERAL LAND POLICY AND MANAGEMENT ACT REQUIRE-
MENTS.—Nothing in this subtitle shall change or modify the re-
quirements of section 314(b) of the Federal Land Policy and Man-
agement Act of 1976 (43 U.S.C. 1744(b)), or the requirements of sec-
tion 314(c) of the Federal Land Policy and Management Act of 1976
(43 U.S.C. 1744(c)) related to filings required by section 314(b), and
such requirements shall remain in effect with respect to claims, and
mill or tunnel sites for which fees are required to be paid under this
section. ,

(b) REVISED STATUTES SECTION 2324.—The third sentence of
section 2324 of the Revised Statutes (30 U.S.C. 28) is amended by
inserting after “On each claim located after the tenth day of May,
eighteen hundred and seventy-two,” the following: “that is granted
a waiver under section 10101 of the Omnibus Budget Reconciliation
Act of 1993,”. .

(c) FEE ADJUSTMENTS.—(1) The Secretary of the Interior shall
adjust the fees required by this subtitle to reflect changes in the
Consumer Price Index published by the Bureau of Labor Statistics
of the Department of Labor every 5 years after the date of the enact-
ment of this Act, or more frequently if the Secretary determines an
adjustment to be reasonable.
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(2) The Secretary shall provide claimants notice of any adjust-
ment made under this subsection not later than July 1 of any year
in which the adjustment is made. ) ]

(3) A fee adjustment under this subsection shall begin to apply
the first assessment year which begins after adjustment is made.

SEC. 10106. REGULATIONS.

The Secretary of the Interior shall promulgate rules and regula-
tions to carry out the terms and conditions of this subtitle as soon
as practicable after the date of the enactment of this subtitle.

Subtitle C—Mineral Receipts

SEC. 10201. AMENDMENT TO THE MINERAL LEASING ACT.

Section 35 of the Mineral Leasing Act (30 U.S.C. 191) is
amended as follows: o

(1) Delete the last sentence and redesignate the remaining
language as subsection (a). )

(2) Amend subsection (a) by inserting the “and, subject to
the provisions of subsection (b),” between the words “United
States;” and “50 per centum”.

(3) Add a new subsection (b) as follows:

“)(1) In calculating the amount to be paid to States during
any fiscal year under this section or under any other provision of
law requiring payment to a State of any revenues derived from the
leasing of any onshore lands or interest in land owned by the Unit-
ed States for the production of the same types of minerals leasable
under this Act or of geothermal steam, 50 percent of the portion of
the enacted appropriation of the Department of the Interior and any
other agency during the preceding fiscal year allocable to the ad-
ministration of all laws providing for the leasing of any onshore
lands or interest in land owned by the United States for the produc-
tion of the same types of minerals leasable under this Act or of geo-
thermal steam, and to enforcement of such laws, shall be deducted
from the receipts derived under those laws in approximately equal
amounts each month (subject to paragraph (4)) prior to the division
aSrtzdt distribution of such receipts between the States and the United

ates.

“(2) The proportion of the deduction provided in paragraph (1)
allocable to each State shall be determined by dividing the monies
disbursed to the State during the preceding fiscal year derived from
onshore mineral leasing referred to in paragraph (1) in that State
by the total money disbursed to States during the preceding fiscal
year from such onshore mineral leasing in all States.

. “3) In the event the deduction apportioned to any State under
this subsection exceeds 50 percent of the Secretary of the Interior’s
estimate of the amounts attributable to onshore mineral leasing re-
ferred to in paragraph (1) within that State during the preceding
fiscal year, the deduction from receipts received from leases in that
State shall be limited to such estimated amounts and the total
amount to be deducted from such onshore mineral leasing receipts
shall be reduced accordingly.

“(4) If the amount otherwise deductible under this subsection in
any month from the portion of receipts to be distributed to a State
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exceeds the amount payable to the State during that month, any
amount exceeding the amount payable shall be carried forward and
deducted from amounts payable to the State in subsequent months.
If any amount remains to be carried forward at the end of the fiscal
year, such amount shall not be deducted from any disbursements in
any subsequent fiscal year.

“(5) All deductions to be made pursuant to this subsection shall
be made in full during the fiscal year in which such deductions
were incurred.”.

SEC. 10292. CONFORMING AMENDMENTS.

(a) MINERAL LEASING ACT FOR ACQUIRED LANDS.—Section 6(a)
of the Mineral Leasing Act for Acquired Lands (30 U.S.C. 355) is
amended by striking “All receipts” at the beginning of the first sen-
tence and inserting the following: “Sutject to the provisions of sec-
tion 35(b) of the Mineral Leasing Act (30 U.S.C. 191(b)), all re-
ceipts”.

(b) GEOTHERMAL STEAM ACT.—Section 20 of the Geothermal
Steam Act (30 U.S.C. 1019) is amended by striking “All moneys” at
the beginning of thereof and inserting “Subject to the provisions of
section 35(b) of the Mineral Leasing Act (30 U.S.C. 191¢b)), all mon-
eys”,

FITLE XI—CIVIL SERVICE AND POST
OFFICE PROVISIONS

Subtitle A—Civil Service

SEC. 11001. DELAY IN COST-OF-LIVING ADJUSTMENTS IN FEDERAL EM-
PLOYEE RETIREMENT BENEFITS DURING FISCAL YEARS
1994, 1995, AND 1996.

(@) APPLICABILITY.—This section shall apply with respect to any
cost-of-living increase scheduled to take effect, during fiscal year
1994, 1995, or 1996, under—

(1) section 8340(b) or 8462(b) of title 5, United States Code;

(2) section 826 or 858 of the Foreign Service Act of 1980;
or

(3) section 291 of the Central intelligence Agency Retire-
ment Act (50 U.S.C. 2131), as set forth in section 802 of the

CIARDS Technical Corrections Act of 1992 (Public Law 102-

496; 106 Stat. 3196). ]

(b) DELAY IN EFFECTIVE DATE OF ADJUSTMENTS.—A cost-of-liv-
ing increase described in subsection (a) shall not iake effect until the
first day of the third calendar month after the date such increase
would otherwise take effect.

(¢) RULE OF CONSTRUCTION.—Nothing in this section shall be
considered to affect any determination relating to eligibility for an
annuity increase or the amount of the first increase in an annuity
under section 8340(b) or (c) or section 8462(b) or (c) of title 5, Unit-
ed States Code, or comparable provisions of law.
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RMANE F THE ALTERNATIVE-FORM.
SEC. 11002. gfr-mmgyz‘ gg%"g%%r% FOR INDIVIDUALS WITH A
CRITICAL MEDICAL CONDITION.

(a) CIvIL SERVICE RETIREMENT SYSTEM; FEDERAL EMPLOYEES’
RETIREMENT SYSTEM.—Sections 8343a and 8420a of title 5, United
States Code, are each amended— )

(1) in subsection (a) by striking “an employee or Member
may,” and inserting “any employee or Member who has a life-
threatening affliction or other critical medical condition may,”;
and

(2) by striking subsection (f).

(b) FOREIGN SERVICE RETIREMENT AND DISABILITY SYSTEM.—
Section 807(e)(1) of the Foreign Service Act of 1980 (22 U.S.C.
4047(e)(1)) is amended by striking “a ﬁarticipant may,” and insert-
ing “any participant who has a life-threatening affliction or other
critical medical condition may,”.

(c) CENTRAL INTELLIGENCE AGENCY RETIREMENT AND DISABIL-
ITY SYSTEM.—Section 294(a) of the Central Intelligence Agency Re-
tirement Act (50 U.S.C. 2143(a)), as set forth in section 802 of the
CIARDS Technical Corrections Act of 1992 (Public Law 102-496;
106 Stat. 3196), is amended by striking “a participant may,” and
inserting “any participant who has a life-threatening affliction or
other critical medical condition may,”.

(d) EFFECTIVE DATE.—The amendments made by this section
shall become effective on October 1, 1994, and shall apply with re-
spect to any annuity commencing on or after that date.

SEC. 11003. APPLICATION OF MEDICARE PART B LIMITS TO PHYSI
CIANS’ SERVICES FURNISHED TO FEDERAL EMPLOYEE
HEALTH BENEFITS ENROLLEES AGE 65 OR OLDER.

_ (a) IN GENERAL.—Section 8904(b) of title 5, United States Code,

is amend(ec)l—

1) in paragraph (1) by inserting “(A)” after “(b)(1)” and
adding at the end the follo%ing: e f i

. “(B)1) A plan, other than a prepayment plan described in sec-
tion 8903(4), may not provide benefits, in the case of any retired en-
rolled individual who is age 65 or older and is not entitled to Medi-
care supplementary medical insurance benefits under part B of title
XVIII of the Social Security Act (42 U.S.C. 1395j et seq.), to pay a
charge imposed for physicians’ services (as defined in section 1848(j)
of such Act, 42 U.S.C. 1395w—4(j)) which are covered for purposes
of benefit payments under this chapter and under such part, to the
extent that such charge exceeds the fee schedule amount under sec-
tion ‘1848(a) of such Act (42 U.S.C. 1395w—4(a)).

“(ii) Physicians and suppliers who have in force participation
agreements with the Secretary of Health and Human Services con-
sistent with section 1842(h)(1) of such Act (42 U.S.C. 1395u(h)(1)),
whereby the participating provider accepts Medicare benefits (in-
cluding allowable deductible and coinsurance amounts) as full pay-
ment for covered items and services shall accept equivalent benefit
and enrollee cost-sharing under this chapter as full payment for
services described in clause (i). Physicians and suppliers who are
nonparticipating physicians and suppliers for purposes of part B of
title XVIII of such Act shall not impose charges that exceed the lim-
iting charge under section 1848(g) of such Act (42 U.S.C. 1395w-
4(g)) with respect to services described in clause (i) provided to en-
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rollees described in such clause. The Office of Personnel Manage-
ment shall notify a physician or supplier who is found to have vio-
lated this clause and inform them of the requirements of this clause
and sanctions for such a violation. The Office of Personnel Manage-
ment shall notify the Secretary of Health and Human Services if a
physician or supplier is found to knowingly and willfully violate
this clause on a repeated basis and the Secretary of Health and
Human Services may invoke appropriate sanctions in accordance
with sections 1128A(a) and section 1848(g)(1) of such Act (42 U.S.C.
1320a-7a(a), 1395w—4(g)(1)) and applicaile regulations.

“(C) If the Secretary of Health and Human Services determines
that a violation of this subsection warrants excluding a provider
from participation for a specified period under title XVIII of the So-
cial Security Act, the Office shall enforce a corresponding exclusion
of such provider for purposes of this chapter.”;

(2) in paragraph (3)(B)—

(A) by inserting “(i)” after “includes”; and

(B) by inserting before the period at the end the follow-
ing: “ and (ii) the fee schedule amounts and Limiting
charges for physicians’ services established under section

1848 of such Act (42 U.S.C. 1395w—4) and the identity of

participating physicians and suppliers who have in force

agreements with such Secretary under section 1842(h) of
such Act (42 U.S.C. 1395u(h))”; and

(3) by adding at the end the following:

“(4) The Director of the Office of Personnel Management shall
enter into an arrangement with the Secretary of Health and Human
Services, to be effective before the first day of the fifth month that
begins before each contract year, under which—

“(A) physicians and suppliers (whether or not participating)
under the Medicare program will be notified of the require-
ments of paragraph (1)(B);

“(B) enforcement procedures will be in place to carry out
such paragraph (including enforcement of protections against
overcharging of beneficiaries); and

“(C) Medicare program information described in paragraph
(3)(B)(ii) will be supplied to carriers under paragraph (3)(A).”.
(b) EFFECTIVE DATE.—The amendments made by subsection (a)

shall apply with respect to contract years beginning on or after Jan-

uary 1, 1995.

SEC. 11004, FEDERAL EMPLOYEES® SURVIVOR ANNUITY IMPROVE-
MENTS.

(a) CIviL SERVICE RETIREMENT SYSTEM.— ) _

(1) REDUCTION FOR SPOUSAL ANNUITY.—Section 8339(j) of
title 5, United States Code, is amended—

(A) in paragraph (3)— o .

(i) in the second sentence by striking “, within such
2-year period,”; and ‘ '

(ii) by striking the fourth sentence and inserting
the following: “The Office shall, by regulation, provide
for payment of the deposit required under this para-
graph by a reduction in the annuity of the employee or
Member. The reduction shall, to the extent practicable,
be designed so that the present value of the future re-
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duction is actuarially equivalent to the deposit required
under this paragraph, except that the total reductions
in the annuity of an employee or Member to pay depos-
its required by the provisions of this paragraph, para-
graph (5), or subsection (k)(2) shall not exceed 25 per-
cent of the annuity computed under subsections (a)
through (i), (n), and (q), including adjustments under
section 8340. The reduction, which shall be effective on
the same date as the election under this paragraph,
shall be permanent and unaffected by any future termi-
nation of the entitlement of the former spouse. Such re-
duction shall be independent of and in addition to the
reduction required under the first sentence of this para-
graph.”; and

(B) in paragraph (5)(C)—

(i) in clause (ii) by striking “, within 2 years after
the date of the remarriage or, if later, the death or re-
marriage of the former spouse (or of the last such sur-
viving former spouse),”; and

'?gi) by amending clause (iii) to read as follows:

“liti) The Office shall, by regulation, provide for pay-
ment of the deposit required under clause (ii) by a reduc-
tion in the annuity of the employee or Member. The reduc-
tion shall, to the extent practicable, be designed so that the
present value of the future reduction is actuarially equiva-
lent to the deposit required under clause (ii), except that
total reductions in the annuity of an employee or Member
to pay deposits required by the provisions of this paragraph
or paragraph (3) shall not exceed 25 percent of the annuity
computed under subsections (a) through (i), (n), and (g), in-
cluding adjustments under section 8340. The reduction re-
quired by this clause, which shall be effective on the same
date as the election under clause (i), shall be permanent
and unaffected by any future termination of the marriage.
Such reduction shall be independent of and in addition to
the reduction required under clause (i).”.

(2) REDUCTION RELATING TO FORMER SPOUSE.—Section
8339(k)(2) of title 5, United States Code, is amended—

(A) in subparagraph (B)(ii) by striking “Within 2 years
aft(eir the date of the marriage, the” and inserting “The”;
an

(B) by amending subparagraph (C) to read as follows:
“(C) The Office shall, by regulation, provide for payment of

the deposit required under subparagraph (B)(ii) by a reduction
in the annuity of the employee or Member. The reduction shall,
to the extent practicable, be designed so that the present value
of the future reduction is actuarially equivalent to the deposit
required under subparagraph (B)(ii), except that total reduc-
tions in the annuity of an employee or Member to pay deposits
required by this subsection or subsection (j)(3) shall not exceed
25 percent of the annuity computed under subsections (a)
through (i), (n), and (q), including adjustments under section
8340. The reduction required by this subparagraph, which shall
be effective on the same date as the election under subpara-
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graph (A), shall be permanent and unaffected by any future ter-

mination of the marriage. Such reduction shall be independent

of and in addition to the reduction required under subpara-

graph (A).”.

(3)' DEPOSITS.—Section 8334(h) of title 5, United States
Code, is amended by striking “and by section 8339(j)(5)(C) and
the last sentence of section 8339(k)(2) of this title”.

(b) FEDERAL EMPLOYEES’ RETIREMENT SYSTEM.—Section 8418
of title 5, United States Code, is amended—

(1) in subsection (a)(1) by striking “ before the expiration
of the 2-year period involved,”; and

(2) by amending subsection (b) to read as follows:

“(b) The Office shall, by regulation, provide for payment of the
deposit required under subsection (a) by a reduction in the annuity
of the employee or Member. The reduction shall, to the extent prac-
ticable, be designed so that the present value of the future reduction
is actuarially equivalent to the deposit required under subsection
(a), except that the total reductions in the annuity of an employee
or Member to pay deposits required by this section shall not exceed
25 percent of the annuity computed under section 8415 or section
8452, including adjustments under section 8462. The reduction re-
quired by this subsection, which shall be effective at the same time
as the election under section 8416 (b) and (¢) or section 8417(b),
shall be permanent and unaffected by any future termination of the
marriage or the entitlement of the former spouse. Such reduction
shall be independent of and in addition to the reduction required
under section 8416 (b) and (c) or section 8417(b).”.

(c) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by this section
shall take effect on the first day of the first month beginning at
least 30 days after the date of the enactment of this Act and
shall apply to all deposits required under section 8339(j) (3) or
(5), 8339(k)(2), or 8418 of title 5, United States Code, on which
no payment has been made prior to such effective date.

(2) PARTIAL DEPOSIT.—For any deposit required under sec-
tion 8339() (3) or (5), 8339(k)(2), or 8418 of title 5, United
States Code, or section 4 (b) or (c) of the Civil Service Retire-
ment Spouse Equity Act of 1984 (5 U.S.C. 8341 note) that has
been partially, but not fully, paid before the effective date of this
Act, the Office shall by regulation provide for determining the
remaining portion of the debposit and for payment of the remain-
ing portion of the deposit by a prospective reduction in the an-
nuity of the employee or Member. The reduction shall be similar
to the reductions provided pursuant to the amendments made
under this section.

SEC. 11005, TEMPORARY EXTENSION AND MODIFICATION OF THE
METHOD FOR DETERMINING GOVERNMENT CONTRIBU-
TIONS UNDER FEHBP IN THE ABSENCE OF A GOVERN-
MENT-WIDE INDEMNITY BENEFIT PLAN. .

Public Law 101-76 (5 U.S.C. 8906 note) is amended by striking
the matter after the enacting clause and before paragraph 2) of
subsection (a) and inserting the following: ) ]
“That (a)(1) in the administration of chapter 89 of title 5, United
States Code, for each of contract years 1990 through 1998 (inclu-
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sive), in order to compute the average subscription charges under
section 8906(a) of such title for such contract years, the subscr_'zpt%on
charges in effect for the indemnity benefit plan on the beginning
date of each such contract year—

“(A) shall be deemed to be the subscription charges which
were in effect for such plan on the beginning date of the preced-
ing contract year as adjusted under paragraph (2); or

“(B) if subparagraph (A) does not apply, shall be deemed
to be—

“(i) the subscription charges which were deemed under
this Act to have been in effect for such plan with respect to
the preceding contract year as adjusted under paragraph
(2), except as provided in clause (ii); or

“(ii) for each of contract years 1997 and 1998, the sub-
scription charges which would be derived by applying the
terms of clause (i), reduced by 1 percent.”.

Subtitle B—Postal Service

SEC. 11101. PAYMENTS TO BE MADE BY THE UNITED STATES POSTAL
SERVICE.

(a) RELATING TO CORRECTED CALCULATIONS FOR PAST RETIRE-
MENT COLAs.—In addition to any other payments required under
section 8348(m) of title 5, United States Code, or any other provi-
sion of law, the United States Postal Service shall pay into the Civil
Sehrvice Retirement and Disability Fund a total of $693,000,000, of
which—

(1) at least one-third shall be paid not later than September

30, 1996;

(2) at least two-thirds shall be paid not later than Septem-
ber 30, 1997; and
(3) any remaining balance shall be paid not later than Sep-

tember 30, 1998.

(b) RELATING TO CORRECTED CALCULATIONS FOR PAST HEALTH
BENEFITS.—In addition to any other payments required under sec-
tion 8906(g)(2) of title 5, United States Code, or any other provision
of law, the United States Postal Service shall pay into the Employ-
ees Health Benefits Fund a total of $348,000,000, of which—

(1) at least one-third shall be paid not later than September

30, 1996;

(2) at least two-thirds shall be paid not later than Septem-
ber 30, 1997; and

(3) any remaining balance shall be paid not later than Sep-
tember 30, 1998.

TITLE XII—VETERANS’ AFFAIRS
PROVISIONS

SEC. 12001. SHORT TITLE.

199 I,:his title may be cited as the “Veterans Reconciliation Act of
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SEC. 12002. EXTENSION OF AUTHORITY TO REQUIRE THAT CERTAIN
VETERANS AGREE TO MAKE COPAYMENTS IN EXCHANGE
FOR RECEIVING HEALTH-CARE BENEFITS.

(a) HOSPITAL AND MEDICAL CARE.—Section 8013(e) of the Om-
nibus Budget Reconciliation Act of 1990 (Public Law 101-508; 38
U.S.C. 1710 note) is amended—

(1) by striking out “September 30, 1992” in the first sen-
tence and inserting in lieu thereof “September 30, 1998”; and
(2) by striking out the second sentence.

(b) OUTPATIENT MEDICATIONS.—Section 1722A(c) of title 38,
United States Code, is amended—

(1) by striking out “September 30, 1992” in the first sen-
tence and inserting in lieu thereof “September 30, 1998”; and
(2) by striking out the second sentence.

SEC. 12003. EC’E)%S;ON OF AUTHORITY FOR MEDICAL CARE COST RE-

Section 1729(a)(2)E) of title 38, United States Code, is amend-

ed by striking out “before August 1, 1994,” and inserting in lieu
thereof “before October 1, 1998,”.

SEC. 12004. %YTENSION OF CERTAIN INCOME VERIFICATION AUTHOR-

Section 5317(g) of title 38, United States Code, is amended by
striking out “September 30, 1997” and inserting in lieu thereof “Sep-
tember 30, 1998”.

SEC. 12005. EXTENSION OF LIMITATION ON PENSION FOR CERTAIN RE-
CIPIENTS OF MEDICAID-COVERED NURSING HOME CARE.

Section 5503()(7) of title 38, United States Code, is amended by
striking out “September 30, 1997” and inserting in lieu thereof “Sep-
tember 30, 1998”.

SEC. 12006. EXTENSION OF PROCEDURES APPLICABLE TO LIQUIDA-

TION SALES ON DEFAULTED HOME LOANS GUARANTEED
BY THE DEPARTMENT OF VETERANS AFFAIRS.

(a) INCLUSION OF LOSSES.—Section 3732(c) of title 38, United
States Code, is amended— '

(1) in paragraph (1)(C), by striking out “resale,” and insert-
ing in lieu thereof “resale (including losses sustained on the re-
sale of the property),”; and

(2) in paragraph (11), by striking out “shall” and all that
follows and inserting in lieu thereof “shall apply to loans closed
before October 1, 1998.”. ) ]
(b) EFFECTIVE DATE.—The amendments made by this section

shall become effective October 1, 1993.

SEC. 12007. LOAN FEES. .

(a) INCREASE IN HOME LOAN FEES.---Subsection (a) of section
3729 of title 38, United States Code, is amended—

(1) by striking out paragraph (6); and _
(2) by inserting after paragraph (3) the following:

“(4) With respect to a loan closed after September 30, 1993, and
before October 1, 1998, for which a fee is collected under paragraph
(1), the amount of such fee, as computed under paragraph (2), shall
be increased by 0.75 percent of the total loan amount other than in
the case of a loan described in subparagraph (A), (D)(ii), or (E) of
paragraph (2).”.
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(b) FEE FOR MULTIPLE USE OF HOUSING ASSISTANCE.—Sub-
section (a) of such section, as amended by subsection (a) of this sec-
tion, is amended by adding at the end the following: i

“(5)(A) Except as provided in subparagraph (B) of this para-
graph, notwithstanding paragraphs (2) and (4) of this subsection,
after a veteran has obtained an initial loan pursuant to section
3710 of this title, the amount of such fee with respect to any addi-
tional loan obtained under this chapter by such veteran shall be 3
percent of the total loan amount. ]

“(B) Subparagraph (A) of this paragraph does not apply with
respect to (i) a loan obtained by a veteran with a downpayment de-
scribed in paragraph (2)(B), (2)(C), or (2)(D)(iii) of this subsection,
and (ii) loans described in paragraph (2)(E) of this subsection.

“(C) This paragraph applies with respect to a loan closed after
September 30, 1993, and before October 1, 1998.”.

(c) CONFORMING AMENDMENT.—Paragraph (2) of subsection (a)
of such section is amended by striking out “paragraph (6)” and in-
serting in lieu thereof “paragraphs (4) and (5)”.

SEC. 12008. POLICY REGARDING COST-OF-LIVING ADJUSTMENT IN
COMPENSATION RATES.

(a) PoLicy.—The fiscal year 1994 cost-of-living adjustments in
the rates of and limitations for compensation payable under chapter
11 of title 38, United States Code, and of dependency and indemnity
compensation payable under chapter 13 of such title, except as pro-
vided in subsection (b) of this section, will be no more than a per-
centage equal to the percentage by which benefit amounts payable
under title II of the Social Security Act (42 U.S.C. 401 et seq.) are
increased effective December 1, 1993, as a result of a determination
under section 215(i) of such Act (42 U.S.C. 415()), with all in-
creased monthly rates and limitations (other than increased rates or
limitations equal to a whole dollar amount) rounded down to the
next lower dollar.

(b) LIMITATION ON FISCAL YEAR 1994 COST-OF-LIVING ADJUST-
MENT FOR CERTAIN DIC RECIPIENTS.—(1) During fiscal year 1994,
the amount of any increase in any of the rates of dependency and
indemnity compensation in effect under section 1311(a)(3) of title 38,
United States Code, will not exceed 50 percent of the new law in-
crease, rounded down (if not an even dollar amount) to the next
lower dollar.

(2) For purposes of paragraph (1), the new law increase is the
amount by which the rate of dependency and indemnity compensa-
tion provided for recipients under section 1311(a)(1) of such title is
increased for fiscal year 1994.

SEC. 12009. LIMITATION REGARDING COST-OF-LIVING ADJUSTMENTS
FOR MONTGOMERY GI BILL BENEFITS.
_ (a) BENEFITS PAYABLE UNDER CHAPTER 30.—Section 3015(g) of
title 38, United States Code, is amended—
(1) by striking out “(1)” and all that follows through “(2)”
and by redesignating subparagraphs (A) and (B) as paragraphs

(1) and (2), respectively; and

_ (2) in paragraph (2), as redesignated by paragraph (1) of
this subsection, by striking out “subparagraph (A)” and insert-

ing in lieu thereof “paragraph (1)”.
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(b) BENEFITS PAYABLE UNDER SELECTED RESERVE PROGRAM.—
Section 2131(b)(2) of title 10, United States Code, is amended—

(1) by striking out “(A)” the first place it appears and all
that follows through “(B) With respect to” and inserting in lieu
thereof “With respect to”;

(2) by redesignating clauses (i) and (ii) as subparagraphs
(A) and (B), respectively; and

(3) in_subparagraph (B), as redesignated by paragraph (2)
of this subsection, by striking out “clause (i)” and inserting in
lieu thereof “subparagraph (A)”.

(c) LIMITATION.—The fiscal year 1995 cost-of-living adjustments
in the rates of educational assistance payable under chapter 30 of
title 38, United States Code, and under chapter 106 of title 10,
United States Code, shall be the percentage equal to 50 percent of
the percentage by which such assistance would be increased under
section 3015(g) of title 38, and under section 2131(b)(2) of title 10,
United States Code, respectively, but for this section.

(d) TECHNICAL AMENDMENTS.—(1) Section 301(c) of Public Law
102-568 (106 Stat. 4326) is amended by striking out “Section
3015(f)” and inserting in lieu thereof “Section 3015(g) (as redesig-
nctecd by section 307(a)(1))”.

(2) Section 307(a) of such Public Law (106 Stat. 4328) is
amended by striking out “(as amended by section 301)”.

(3) The amendments made by paragraphs (1) and (2) shall
apply as if included in the enactment of Public Law 102-568.

TITLE XIII—REVENUE, HEALTH CARE,
HUMAN RESOURCES, INCOME SECU-
RITY, CUSTOMS AND TRADE, FOOD
STAMP PROGRAM, AND TIMBER SALE
PROVISIONS

CHAPTER 1—REVENUE PROVISIONS

SEC. 13001. SHORT TITLE; ETC.

(@) SHORT TITLE.—This chapter may be cited as the “Revenue
Reconciliation Act of 1993”.

(b) AMENDMENT TO 1986 CODE.—Except as otherwise expressly
provided, whenever in this chapter an amendment or rgpeal is ex-
preszed in terms of an amendment to, or repeal of, a section or other
provision, the reference shall be considered to be made to a section
or other provision of the Internal Rever.ue Code of 1986.

(c) SEcTION 15 Nor To APPLY.—Except in the case of the
amendrments inade by section 13221 (relating to corporate rate in-
crease), no amendment made by this chapter shall be treated as a
change in a rate of tax for purposes of section 15 of the Internal
Revenue Code of 1986. o

(d) WAIVER OF ESTIMATED TAX PENALTIES.—No addition to tax
shall be made under section 6654 or 6655 of the Internal Revenue
Code of 1986 for any period before April 16, 1994 (March 16, 1994,
in the case of a corporation), with respect to any underpayment to
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the extent such underpayment was created or increased by any pro-
vision of this chapter.
(e) TABLE OF CONTENTS.—
CHAPTER 1—REVENUE PROVISIONS
Sec. 13001. Short title; etc.
Subchapter A—Training and Investment Incentives

PART I—PROVISIONS RELATING TO EDUCATION AND TRAINING

Sec. 13101. Employer-provided educational assistance.
Sec. 13102. Targeted jobs credit.

PART II—INVESTMENT INCENTIVES
SUBPART A—RESEARCH AND CLINICAL TESTING CREDITS
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business taxable income.
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Substantiation requirement for deduction of certain charitable contribu-
tions.

Disclosure related to quid pro quo contributions.

Temporary extension of deduction for health insurance costs of self-em-
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Subchapter B—Revenue Increases

PART I—PROVISIONS AFFECTING INDIVIDUALS
SUBPART A—RATE INCREASES

Increase in top marginal rate under section 1.

Surtax on high-income taxpayers.

Modifications to alternative minimum tax rates and exemption amounts.
Overall limitation on itemized deductions for high-income taxpayers
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Phaseout of personal exemption of high-income taxpayers made perma-
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SUBPART B—OTHER PROVISIONS

Repeal of limitation on amount of wages subject to health insurance em-
g}oyment tax.

op estate and gift tax rates made permanent.
Reduction in deductible portion of business meals and entertainment.
Elimination of deduction for club membership fees.
Disallowance of deduction for certain employee remuneration in excess
of $1,000,000.
Reduction in compensation taken into account in determining contribu-
tions and benefits under qualified retirement plans.
Modifications to deduction for moving expenses.
Simplification of individual estimated tax safe harbor based on last
year’s tax.
Social security and tier 1 railroad retirement benefits.

PART II—PROVISIONS AFFECTING BUSINESSES

Increase in top marginal rate under section 11.
Denial of dedgction for lobbying expenses.

Market to market accounting method for securities dealers.
Clarification of treatment of certain FSLIC financial assistance.
Modification of corporate estimated tax rules.

Modifications of discharge of indebtedness provisions.
Limitation on section 936 credit. o
Modification to limitation on deduction for certain interest.

PART III—FOREIGN TAX PROVISIONS

SUBPART A—CURRENT TAXATION OF CERTAIN EARNINGS OF CONTROLLED FOREIGN
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SUBPART B—ALLOCATION OF RESEARCH AND EXPERIMENTAL EXPENDITURES

13234.

13235.
13236.
13237.

Allocation of research and experimental expenditures.
SUBPART C—OTHER PROVISIONS

Repeal of certain exceptions for working capital.
Modifications of accuracy-related penalty. } ]
Denial of portfolio interest exemption for contingent interest.
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Sec. 13238. Regulations dealing with conduit arrangements.
Sec. 13239. Treatment of export of certain softwood logs.

PART IV—TRANSPORTATION FUELS PROVISIONS
SUBPART A—TRANSPORTATION FUELS TAX
Sec. 13241. Transportation fuels tax.
SUBPART B—MODIFICATIONS TO TAX ON DIESEL FUEL

Sec. 13242. Modifications to tax on diesel fuel.
Sec. 13243. Floor stocks tax. .

SUBPART C—OTHER PROVISIONS
Sec. 13244. Increased deposits into Mass Transit Account.
Sec. 13245. Floor stocks tax on aviation fuel held on October 1, 1995.
PART V—COMPLIANCE PROVISIONS

Sec. 13251. -Modifications to substantial understatement penalty. ] )
Sec. 13252. Returns relating to the cancellation of indebtedness by certain financial
entities.

PART VI—TREATMENT OF INTANGIBLES

Sec. 13261. Amortization of goodwill and certain other intangibles.
Sec. 13262. Treatment of certain payments to retired or deceased partner.

PART VII—MISCELLANEOUS PROVISIONS

Sec. 13271. Disallowance of interest on certain overpayments of tax.
Sec. 13272. Denial of deduction relating to travel expenses.
Sec. 13273. Increase in withholding from supplemental wage payments.

Subchapter C—Empowerment Zones, Enterprise Communities, Rural Development
Investment Areas, Etc.

PART I—EMPOWERMENT ZONES, ENTERPRISE COMMUNITIES, AND RURAL
DEVELOPMENT INVESTMENT AREAS

Sec. 13301. Designation and treatment of empowerment zones, enterprise commu-
nities, and rural development investment areas.

Sec. 13302. Technical and conforming amendments.

Sec. 13303. Effective date.

PART II—CREDIT FOR CONTRIBUTIONS TO CERTAIN COMMUNITY DEVELOPMENT
CORPORATIONS
Sec. 13311. Credit for contributions to certain community development corporations.

PART III—INVESTMENT IN INDIAN RESERVATIONS
Sec. 13321. Accelerated depreciation for property on Indian reservations.
Sec. 13322. Indian employment credit.
Subchapter D—Other Provisions

PART I—DISCLOSURE PROVISIONS

Sec. 13401. Disclosure of return information for administration of certain veterans
programs.

Sec. 13402. Disclosure of return information to carry out income contingent repay-
ment of student loans.

Sec. 13403. Use of return information for income verification under certain housing
assistance programs.

PART II—PUBLIC DEBT LIMIT
Sec. 13411. Increase in public debt limit.

PART III—VACCINE PROVISIONS

Sec. 13421. Excise tax on certain vaccines made permanent.
Sec. 13422. Continuation coverage under group health plans of costs of pediatric
vaccines.
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PART IV—DISASTER RELIEF PROVISIONS

Sec. 13431. Modification of involuntary conversion rules for certain disaster-related
conversions.

PART V—MISCELLANEOUS PROVISIONS
Sec. 13441. Increase in presidential election campaign check-off,
Sec. 13442. Special rule for hospital services.

Sec. 13443. Credit for portion of employer social security taxves paid with respect to
employee cash tips.

Sec. 13444. Availability and use of death information.

Subchapter A—Training and Investment Incentives

PART I—-PROVISIONS RELATING TO
EDUCATION AND TRAINING

SEC. 13101. EMPLOYER-PROVIDED EDUCATIONAL ASSISTANCE.
(@) EXTENSION OF EXCLUSION.—

(1) IN GENERAL.—Subsection (d) of section 127 (relating to
fducational assistance programs) is amended to read as fol-
ows:

“(d) TERMINATION.—This section shall not apply to taxable
years beginning after December 31, 1994.”

(2) CONFORMING AMENDMENT.—Paragraph (2) of section
103(a) of the Tax Extension Act of 1991 is hereby repealed.

(b) COORDINATION WITH SECTION 132.—Paragraph (8) of sec-
tion 132(i) is amended to read as follows:

“(8) APPLICATION OF SECTION TO OTHERWISE TAXABLE EDU-
CATIONAL OR TRAINING BENEFITS.—Amounts paid or expenses
incurred by the employer for education or training provided to
the employee which are not excludable from gross income under
section 127 shall be excluded from gross income under this sec-
tion if (and only if) such amounts or expenses are a working
condition fringe.”

(c) EFFECTIVE DATES.—

(1) SUBSECTION (a).—The amendments made by subsection
(a) shall apply to taxable years ending after June 30, 1992.

(2) SUBSECTION (b).—The amendment made by subsection
(b) shall apply to taxable years beginning after December 31,
1988.

SEC. 13102. TARGETED JOBS CREDIT.

(a) EXTENSION OF CREDIT.—Paragraph (4) of section 51(c) (re-
lating to termination) is amended by striking “June 30, 1992” and
inserting “December 31, 1994”.

(b) EFFECTIVE DATE.—The amendment made by subsection (a)
shall apply to individuals who begin work for the employer after
June 30, 1992.
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PART II—INVESTMENT INCENTIVES
Subpart A—Research and Clinical Testing Credits

SEC. 13111. EXg‘ENSION OF RESEARCH AND CLINICAL TESTING CRED-
ITS.

(a) RESEARCH CREDIT.— ) )
(1) IN GENERAL.—Subsection (h) of section 41 (relating to
credit for research activities) is amended— ]
(A) by striking “June 30, 1992” each place it appears
and inserting “June 30, 1995”, and .
(B) by striking “July 1, 1992” each place it appears
and inserting “July 1, 1995”.
(2) CONFORMING AMENDMENT.—Subparagraph (D) of sec-
tion 28(b)(1) is amended by striking “June 30, 1992” and insert-

ing “June 30, 1995,

(b) CLINICAL TESTING CREDIT.—Subsection (e) of section 28 is
amended by striking “June 30, 1992” and inserting “December 31,
1994”.

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years ending after June 30, 1992.

SEC. 13112. MODIFICATION OF FIXED BASE PERCENTAGE FOR START-
UP COMPANIES.

(¢) GENERAL RULE.—Clause (ii) of section 41(c)(3)(B) is amend-
ed to read as follows:

“(ii) FIXED-BASE PERCENTAGE.—In a case to which
this subparagraph applies, the fixed-base percentage
is—

“(I) 3 percent for each of the taxpayer’s 1st 5
taxable years beginning after Decemlfer 31, 1993,
for which the taxpayer has qualified research ex-
penses,

“(ID in the case of the taxpayer’s 6th such tax-
able year, Ye of the percentage which the aggregate
qualified research expenses of the taxpayer for the
4th and 5th such taxable years is of the aggregate
gross receipts of the taxpayer for such years,

“(IID in the case of the taxpayer’s 7th such tax-
able year, Y3 of the percentage which the aggregate
qualified research expenses of the taxpayer for the
5th and 6th such taxable years is of the aggregate
gross receipts of the taxpayer for such years,

“(IV) in the case ofizhe taxpayer’s 8th such tax-
able year, Yz of the percentage which the aggregate
qualified research expenses of the taxpayer for the
5th, 6th, and 7th such taxable years is of the ag-
gregate gross receipts of the taxpayer for such
years,

“(V) in the case of the taxpayer’s 9th such tax-
able year, %3 of the percentage which the aggregate
qualified research expenses of the taxpayer for the
5th, 6th, 7th, and 8th such taxable years is of the

aggregate gross receipts of the taxpayer for such
years,
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“(VI) in the case of the taxpayer’s 10th such
taxable year, % of the percentage which the aggre-
gate qualified research expenses of the taxpayer for
the 5th, 6th, 7th, 8th, and 9th such taxable years
is of the aggregate gross receipts of the taxpayer for
such years, and

“(VID) for taxable years thereafter, the percent-
age which the aggregate qualified research ex-
penses f{or any 5 taxable years selected by the tax-
payer from among the 5th through the 10th such
taxable years is of the aggregate gross receipts of
the taxpayer for such selected years.”.

(b) CONFORMING AMENDMENTS.—
(1) Clause (iii) of section 41(c)(3)(B) is amended by striking
“clause (i)” and inserting “clauses (i) and (ii)”.

_(2) Subparagraph (D) of section 41(c)(3) is amended by
striking “subparagraph (A)” and inserting “subparagraphs (A)
and (B)@ii)”.

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 1993.

Subpart B—Capital Gain Provisions

SEC. 13113. 50-PERCENT EXCLUSION FOR GAIN FROM CERTAIN SMALL
BUSINESS STOCK.

(a) GENERAL RULE.—Part I of subchapter P of chapter 1 (relat-
ing to capital gains and losses) is amended by adding at the end
thereof the following new section:

“SEC. 1202. 50-PERCENT EXCLUSION FOR GAIN FROM CERTAIN SMALL
BUSINESS STOCK.

“(a) 50-PERCENT EXCLUSION.—In the case of a taxpayer other
than a corporation, gross income shall not include 50 é)ercent of any
gain from the sale or exchange of qualified small business stock
held for more than 5 years.

“(b) PER-ISSUER LIMITATION ON TAXPAYER’S ELIGIBLE GAIN.—

“(1) IN GENERAL.—If the taxpayer has eligible gain for the
taxable year from 1 or more dispositions of stock issued by any
corporation, the aggregate amount of such gain from disposi-
tions of stock issued by such corporation which may be taken
into account under subsection (a) for the taxable year shall not
exceed the greater of—

“(A) $10,000,000 reduced by the aggregate amount of
eligible gain taken into account by the taxpayer under sub-
section (a) for prior taxable years and attributable to dis-
positions of stock issued by such corporation, or _

“(B) 10 times the aggregate adjusted bases of qualified
small business stock issued by such corporation and dis-
posed of by the taxpayer during the taxable year.

For purposes of subparagraph (B), the adjusted basis of any

stock shall be determined without regard to any addition to

basis after the date on which such stock was originally issued.

“(2) ELIGIBLE GAIN.—For purposes of this subsection, the
term ‘eligible gain’ means any gain from the sale or exchange
of qualified small business stock held for more than 5 years.
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“(3) TREATMENT OF MARRIED INDIVIDUALS.—

“(A) SEPARATE RETURNS.—In the case of a separate re-
turn by a married individual, paragnéph (1)(A) shall be ap-
plied by substituting ‘$5,000,000’ for ‘$10,000,000.

“(B) ALLOCATION OF EXCLUSION.—In the case of any
joint return, the amount of gain taken into account under
subsection (a) shall be allocated equally between the
spouses for purposes of applying this subsection to subse-
quent taxable years.

“(C) MARITAL STATUS.—For purposes of this subsection,
marital status shall be determined under section 7703.

“(c) QUALIFIED SMALL BUSINESS STOCK.—For purposes of this
section—

“(1) IN GENERAL.—Except as otherwise provided in this sec-
tion, the term ‘qualified small business stock’ means any stock
in a C corporation which is originally issued after the date of
the enactment of the Revenue Reconciliation Act of 1993, if—

“(A) as of the date of issuance, such corporation is a
qualified small business, and

“(B) except as provided in subsections () and (h), such
stock is acquired by the texpayer at its original issue (di-
rectly or through an underwriter)—

“(i) in exchange for money or other property (not
including stock), or

“(ii) as compensation for services provided to such
corporation (other than services performed as an un-
derwriter of such stock).

“(2) ACTIVE BUSINESS REQUIREMENT; ETC.—

“(A) IN GENERAL.—Stock in a corporation shall not be
treated as qualified small business stock unless, during
substantially all of the taxpayer’s holding period for such
stock, such corporation meets the active business require-
?;ents of subsection (e) and such corporation is a C corpora-
ion.

“(B) SPECIAL RULE FOR CERTAIN SMALL BUSINESS IN-
VESTMENT COMPANIES.—

“(i) WAIVER OF ACTIVE BUSINESS REQUIREMENT.—
Notwithstanding any provision of subsection (e), a cor-
poration shall be treated as meeting the active business
requirements of such subsection for any period during
which such corporation qualifies as a specialized small
business investment company.

“(it) SPECIALIZED SMALL BUSINESS INVESTMENT
COMPANY.—For purposes of clause (i), the term ‘special-
ized small business investment company’ means any el-
igible corporation (as defined in subsection (e)(4)
which is licensed to operate under section 301(d) of the
Small Business Investment Act of 1958 (as in effect on
May 13, 1993).

“(3) CERTAIN PURCHASES BY CORPORATION OF ITS OWN
STOCK.—

“(A) REDEMPTIONS FROM TAXPAYER OR RELATED PER-
SON.—Stock acquired by the taxpayer shall not be treated
as qualified small business stock if, at any time during the
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4-year period beginning on the date 2 years before the issu-
ance of such stock, the corporation issuing such stock pur-
chased (directly or indirectly) any of its stock from the tax-
payer or from a person related (within the meaning of sec-
tion 267(b) or 707(b)) to the taxpayer.

“(B) SIGNIFICANT REDEMPTIONS.—Stock issued by a
corporation shall not be treated as qualified business stock
if, during the 2-year period beginning on the date 1 year be-
fore the issuance of such stock, such corporation made 1 or
more purchases of its stock with an aggregate value (as of
the time of the respective purchases) exceeding 5 percent of
the aggregate value of all of its stock as of the beginning
of such 2-year period.

“CC) TREATMENT OF CERTAIN TRANSACTIONS.—If any
r;ransaction is treated under section 304(a) as a distribution
in redemption of the stock of any corporation, for purposes
of subparagraphs (A) and (B), such corporation shall be
treated as purchasing an amount of its stock equal to the
amount treated as such a distribution under section 304(a).

“(d) QUALIFIED SMALL BUSINESS.—For purposes of this
section—

“(1) IN GENERAL.—The term ‘qualified small business’

means any domestic corporation which is a C corporation if—

“(A) the aggregate gross assets of such corporation (or
any predecessor thereof) at all times on or after the date of
the enactment of the Revenue Reconciliation Act of 1993
and before the issuance did not exceed $50,000,000,

“(B) the aggregate gross assets of such corporation im-
mediately after the issuance (determined by taking into ac-
count amounts received in the issuance) do not exceed
$50,000,000, and

“(C) such corporation agrees to submit such reports to
the Secretary and to shareholders as the Secretary may re-
quire to carry out the purposes of this section.

“(2) AGGREGATE GROSS ASSETS.—

“(A) IN GENERAL.—For purposes of paragraph (1), the
term ‘aggregate gross assets’ means the amount of cash and
the aggregate adjusted bases of other property held by the
corporation.

“(B) TREATMENT OF CONTRIBUTED PROPERTY.—For pur-
poses of subparagraph (A), the adjusted basis of any prop-
erty contributed to the corporation (or other property with
a basis determined in whole or in part by reference to the
adjusted basis of property so contributed) shall be deter-
mined as if the basis of the property contributed to the cor-
poration (immediately after such contribution) were equal
to its fair market value as of the time of such contribution.
“(3) AGGREGATION RULES.—

“(A) IN GENERAL.—AII corporations which are members
of the same parent-subsidiary controlled group shall be
treated as 1 corporation for purposes of this subsection.

“(B) PARENT-SUBSIDIARY CONTROLLED GROUP..-—'F or
purposes of subparagraph (A), the term ‘parent-subsidiary
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controlled group’ means any controlled group of corpora-

tions as defined in section 1563(a)(1), except that—

“(1) ‘more than 50 percent’ shall be substituted for

‘at least 80 percent’ each place it appears in section

1563(a)(1), and

“(ii) section 1563(a)(4) shall not apply.
“(e) ACTIVE BUSINESS REQUIREMENT.— )

“(1) IN GENERAL.—For purposes of subsection (c)(2), the re-
quirements of this subsection are met by a corporation for any
period if during such period—

“(A) at least 80 percent (by value) of the assets of such
corporation are used by such corporation in the active con-
duct of 1 or more qualified trades or businesses, and

“(B) such corporation is an eligible corporation.

“(2) SPECIAL RULE FOR CERTAIN ACTIVITIES.—For purposes
of paragraph (1), if, in connection with any future qualified
trade or business, a corporation is engaged in—

“(A) start-up activities described in section 195(c)(1)(A),

“(B) activities resulting in the payment or incurring of
expenditures which may be treated as research and experi-
mental expenditures under section 174, or

“(C) activities with respect to in-house research ex-
penses described in section 41(b)(4),

assets used in such activities shall be treated as used in the ac-
tive conduct of a qualified trade or business. Any determination
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) QUALIFIED TRADE OR BUSINESS.—For purposes of this
subsection, the term ‘qualified trade or business’ means any
trade or business other than—

“(A) any trade or business involving the performance of
services in the fields of health, law, engineering, architec-
ture, accounting, actuarial science, performing arts, con-
sulting, athletics, financial services, brokerage services, or
any trade or business where the principal asset of such
trade or business is the reputation or skill of 1 or more of
its employees,

“(B) any banking, insurance, financing, leasing, invest-
ing, or similar business,

“(C) any farming business (including the business of
raising or harvesting trees),

“(D) any business involving the production or extrac-
tion of products of a character with respect to which a de-
duction is allowable under section 613 or 613A, and

“(E) any business of operating a hotel, motel, res-
taurant, or similar business.

“(4) ELIGIBLE:‘ CORPORATION.—For purposes of this sub-
section, the term ‘eligible corporation’ means any domestic cor-
poration; except that such term shall not include—

“(A) a DISC or former DISC,

“(B) a_corporation with respect to which an election
under section 936 is in effect or which has a direct or indi-
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r%gt tsubsidiary with respect to which such an election is in
effect,

“(C) a regulated investment company, real estate in-
vestment trust, or REMIC, and

“(D) a cooperative.

“(6) STOCK IN OTHER CORPORATIONS.—

“(A) LOOK-THRU IN CASE OF SUBSIDIARIES.—For pur-
poses of this subsection, stock and debt in any subsi tary
corporation shall be disregarded and the parent corpora-
tion shall be deemed to own its ratable share of the subsidi-
ary’s assets, and to conduct its ratable share of the subsidi-
ary’s activities.

“(B) PORTFOLIO STOCK OR SECURITIES.—A corporation
shall be treated as failing to meet the requirements of para-
graph (1) for any period during which more than 10 per-
cent of the value of its assets (in excess of liabilities) con-
sists of stock or securities in other corporations which are
not subsidiaries of such corporation (other than assets de-
scribed in paragraph (6)).

“(C) SUBSIDIARY.—For purposes of this paragraph, a
corporation shall be considered a subsidiary 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 per-
cent in value of all outstanding stock, of such corporation.
“(6) WORKING CAPITAL.—For purposes of paragraph (1)(A),

any assets which—

“(A) are held as a part of the reasonably required work-
ing capital needs of a qualified trade or business of the cor-
poration, or

“(B) are held for investment and are reasonably ex-
pected to be used within 2 years to finance research and ex-
perimentation in a qualified trade or business or increases
in working capital needs of a qualified trade or business,

shall be treated as used in the active conduct of a qualified
trade or business. For periods after the corporation has been in
existence for at least 2 years, in no event may more than 50 per-
cent of the assets of the corporation qualify as used in the active
cond;:ct of a qualified trade or business by reason of this para-
graph. )

“(7) MAX11UM 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 consists of real property which is not
used in the active conduct of a qualified trade or business. For
purposes of the preceding sentence, the ownership of, dealing in,
or renting of real property shall not be treated as the active con-
duct o/' a qualified trade or business.

“(8) COMPUTER SOFTWARE ROYALTIES.—For purposes of
paragraph (1), rights to computer software which produces ac-
tive business computer software royalties (within the meaning
of section 543(d)(1)) shall be treated as an asset used in the ac-
tive conduct of a trade or business.

“() SToCK ACQUIRED ON CONVERSION OF OTHER STOCK.—If
any stock in a corporation is acquired solely through the conversion
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of other stock in such corporation 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

“(9) the stock so acquired shall be treated as having been
held during the period during which the converted stock was
held. .

“(g) TREATMENT OF PASS-THRU ENTITIES.— ) )

“(1) IN GENERAL.—If any amount included in gross income
by reason of holding an interest in a pass-thru entity meets the
requirements of paragraph (2)— ) )

“(A) such amount shall be treated as gain described in
subsection (a), and )

“(B) for purposes of applying subsection (b), such
amount shall be treated as gain from a disposition of stock
in the corporation issuing the stock disposed of by the pass-
thru entity and the taxpayer’s proportionate share of the
adjusted basis of the pass-thru entity in such stock shall be
taken into account.

“(2) REQUIREMENTS.—An amount meets the requirements of
this paragraph if—

“(A) such amount is attributable 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 (deter-
mined by treating such entity as an individual) and which
was held by such entity for more than 5 years, and

“(B) such amount is includible in the gross income of
the taxpayer by reason of the holding of an interest in such
entity which was held by the taxpayer 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 ORIGINALLY 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 determined by ref-
erence to the interest the taxpayer held in the pass-thru entity
on the date the qualified small business stock was acquired.

“(4) PASS-THRU ENTITY.—For purposes of chis subsection,
the term ‘pass-tiiru entity’ means—

“(A) any partnership,

“(B) any S corporation,

“(C) any regulated investment company, and

“(D) any common trust fund.

“(h) CERTAIN TAX-FREE AND OTHER TRANSFERS.—For purposes
of this section— )

“(1) IN GENERAL.—In the case of a transfer described in
paragraph (2), 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 continuous pe-
riod immediately preceding the transfer during which it
was held (or treated as held under this subsection) by the
transferor.
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“(2) DESCRIPTION OF TRANSFERS.—A transfer is described
in this subsection if such transfer is—

‘((A) bygi 2

“(B) at death, or

“(C) from a partnership to a partner of stock with re-
spect to which requirements similar to the requirements of
subsection (g) are met at the time of the transfer (without
regard to the 5-year holding period requirement).

“(3) CERTAIN RULES MADE APPLICABLE.—Rules similar to
thetirules 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 transaction de-
scribed in section 351 or a reorganization described in sec-
tion 368, if qualified small business stock is exchanged for
other stock which would not qualify as qualified small
business stock but for this subparagraph, such other stock
shall be treated as qualified small business stock acquired
on the date on which the exchanged stock was acquired.

“(B) LIMITATION.—This section shall apply to gain
from the sale or exchange of stock treated as qualified
small business stock by reason of subparagraph (A) only to
the extent of the gain 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. The pre-
ceding sentence shall not applgl if the stock which is treated
as qualified small business stock by reason of subpara-
graph (A) is issued by a corporation which (as of the time
of the transfer described in subparagraph (A)) is a quali-
fied small business.

“CC) SUCCESSIVE APPLICATION.—For purposes of this
paragraph, stock treated as qualified small business stock
under subparagraph (A) 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 such limitation applied (determined
after the application of the second sentence of subpara-
graph (B)). _

“(D) CONTROL TEST.—In the case of a transaction de-
scribed in section 351, this paragraph shall apply only if,
immediately after the transaction, the corporation issuing
the stock owns directly or indirectly stock representing con-
trol (within the meaning of section 368(c)) of the corpora-
tion whose stock was exchanged.

“(i)) BASIS RULES.—For purposes of this section—

“(1) STOCK EXCHANGED FOR PROPERTY.—In the case where
the taxpayer transfers property (other than money or stock) to
a corporation in exchange for stock in such corporation—

“(A) such stock shall be treated as having been ac-
quired by the taxpayer on the date of such exchange, and

“(B) the basis of such stock in the hands of the tax-
payer shall in no event be less than the fair market value
of the property exchanged.
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“(2) TREATMENT OF CONTRIBUTIONS TO CAPITAL.—If the ad-
justed basis of any qualified small business stock is adjusted by
reason of any contribution to capital after the date on which
such stock was originally issued, in determining the amount of
the adjustment by reason of such contribution, the basis of the
contributed property shall in no event be treated as less than its
fair market value on the date of the contribution.

“(j) TREATMENT OF CERTAIN SHORT POSITIONS.— )

“(1) IN GENERAL.—If the taxpayer has an offsetting short
position with respect to any qualified small business stock, sub-
section (a) shall not apply to any gain from the sale or exchange
of such stock unless—

“(A) such stock was held by the taxpayer for more than

5 years as of the first day on which there was such a short

position, and

“(B) the taxpayer elects to recognize gain as if such
stock were sold on such first day for its fair market value.

“(2) OFFSETTING SHORT POSITION.—For purposes of para-
graph (1), the taxpayer shall be treated as having an offsetting
short position with respect to any qualified small business stock
if—

“(A) the taxpayer has made a short sale of substan-
tially identical property,
“(B) the taxpayer has acquired an option to sell sub-
stantially identical property at a fixed price, or
“(C) to the extent provided in regulations, the taxpayer
has entered into any other transaction which substantially
reduces the risk of loss from holding such qualified small
business stock.
For purposes of the preceding sentence, any reference to the tax-
payer shall be treated as including a reference to any person
who is related (within the meaning of section 267(b) or 707(b))
to the taxpayer.

_ “(k) REGULATIONS.—The Secretary shall prescribe such regula-
tions as may be appropriate to carry out the purposes of this section,
including regulations to prevent the avoidance of the purposes of
this section through split-ups, shell corporations, partnerships, or
otherwise.”

(b) ONE-HALF OF EXCLUSION TREATED AS PREFERENCE FOR
MINIMUM 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 CERTAIN SMALL
BUSINESS STOCK.—An amount equal to one-half of the amount
izcégc}l’ed from gross income for the taxable year under section

(2) CONFORMING AMENDMENT.—Subclause (II) of section
53(d)(1)(B)(ii) is amended by striking “and (6)” and inserting
“(6), and (8)”.

(c) PENALTY FOR FAILURE To CompLY WITH REPORTING RE-
QUIREMENTS.—Section 6652 is amended by inserting before the last
subsection thereof the following new subsection.:
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“(k) FAILURE TO MAKE REPORTS REQUIRED UNDER SECTION
1202.—In the case of a failure to make a report required under sec-
tion 1202(d)(1)(C) which contains the information required by such
section on the date prescribed therefor (determined with regard to
any extension of time for filing), there shall be paid (on notice and
demand by the Secretary and in the same manner as tax) by the
person failing to make such report, an amount equal to $50 for each
“report with respect to which there was such a failure. In the case
of any failure due to negligence or intentional disregard, the preced-
ing sentence shall be applied by substituting ‘$100° for ‘$50’. In the
case of a report covering periods in 2 or more years, the penalty de-
termined under preceding provisions of this subsection shall be mul-
tiplied by the number of such years.”

(d) CONFORMING AMENDMENTS.—

(D(A) Section 172(d)(2) (relating to modifications with re-
?pect to net operating loss deduction) is amended to read as fol-
ows:

“(2) CAPITAL GAINS AND LOSSES OF TAXPAYERS OTHER THAN
CORPORATIONS.—In the case of a taxpayer other than a
corporation—

“(A) the amount deductible on account of losses from
sales or exchanges of capital assets shall not exceed the
amount includable on account of gains from sales or ex-
changes 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 “paragraph (1)”.

(2) Paragraph (4) of section 642(c) is amended to read as
follows:

“(4) ADJUSTMENTS.—To the extent that the amount other-
wise allowable as a deduction under this subsection consists of
gain described in section 1202(a), proper adjustment shall 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
under 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 871(a)
is amended by inserting “such gains and losses shall be deter’-
mined without regard to section 1202 and” after “except that”.

(6) The table of sections for part I of subchapter P of chap-
ter 1 is amended by adding after the item relating to section
1201 the following new item:

“Sec. 1202. 50-perce;:t exclusion for gain from certain small business
stock.”

(e) EFFECTIVE DATE.—The amendments made by this section
ihall apply to stock issued after the date of the enactment of this
ct.
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'ROM SALE OF PUBLICLY TRADED SE.
SEC. 18114 B tIES. O N BCIALIZED SMALL BUSINESS INVEST.
MENT COMPANIES.

(@) IN GENERAL.—Part III of subchapter O of chapter 1 (relat-
ing to common nontaxable exchanges) is amended by adding at the
end the following new section:

“SEC. 1044. ROLLOVER OF PUBLICLY TRADED SECURITIES GAIN INTO
SPECIALIZED SMALL BUSINESS INVESTMENT COMPANIES.

“(a) NONRECOGNITION OF GAIN.—In the case of the sale of any
publicly traded securities with respect to which the taxpayer elects
the application of this section, gain from such sale shall be recog-
nized only to the extent that the amount realized on such sale
exceeds—

“(1) the cost of any common stock or partnership interest in
a specialized small business investment company purchased by
the taxpayer during the 60-day period beginning on the date of
such sale, reduced by

“(2) any portion of such cost previously taken into account
under this section.

This section shall not apply to any gain which is treated as ordi-
nary income for purposes of this subtitle.

“(b) LIMITATIONS.— '

“(1) LIMITATION ON INDIVIDUALS.—In the case of an indi-
vidual, the amount of gain which may be excluded under sub-
section (a) for any taxable year shall not exceed the lesser of—

“(A) $50,000, or
“(B) $500,000, reduced by the amount of gain excluded
under subsection (a) for all preceding taxable years.

“(2) LIMITATION ON C CORPORATIONS.—In the case of a C
corporation, the amount of gain which may be excluded under
subsection (a) for any taxable year shall not exceed the lesser

of—

“(A) $250,000, or

“(B) $1,000,000, reduced by the amount of gain ex-
cluded under subsection (a) for all preceding taxable years.
“(3) SPECIAL RULES FOR MARRIED INDIVIDUALS.—For pur-

poses of this subsection—

“(A) SEPARATE RETURNS.—In the case of a separate re-
turn by a married individual, paragraph (1) shall be ap-
plied by substituting ‘$25,000° for ‘$50,000’ and ‘$250,000°
for ‘$500,000’.

“(B) ALLOCATION OF GAIN.—In the case of any joint re-
turn, the amount of gain excluded under subsection (a) for
any taxable year shall be allocated equally between the
spouses for purposes of applying this subsection to subse-
quent taxable years.

“(C) MARITAL STATUS.—For purposes of this subsection,
marital status shall be determined under section 7703.

“(4) SPECIAL RULES FOR C CORPORATION.—For purposes of
this subsection—

“(A) all corporations which are members of the same
controlled group of corporations (within the meaning of sec-
tion 52(a)) shall be treated as 1 taxpayer, and
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“(B) any gain excluded under subsection (a) by a prede-
cessor of any C corporation shall be treated as having been
excluded by such C corporation.

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

“(1) PUBLICLY TRADED SECURITIES.—The term ‘publicly
traded securities’ means securities which are traded on an es-
tablished securities market.

“(2) PURCHASE.—The term ‘purchase’ has the meaning
given such term by section 1043(b)(4).

“(3) SPECIALIZED SMALL BUSINESS INVESTMENT COMPANY.—
The term ‘specialized small business investment company’
means any partnership or corporation which is licensed by the
Small Business Administration under section 301(d) of the
Smaﬁl Business Investment Act of 1958 (as in effect on May 13,
1993).

“(4) CERTAIN ENTITIES NOT ELIGIBLE.—This section shall
not apply to any estate, trust, partnership, or S corporation.

“(d) BASIS ADJUSTMENTS.—If gain from any sale is not recog-
nized by reason of subsection (a), such gain shall be applied to re-
duce (in the order acquired) the basis for determining gain or loss
of any common stock or partnership interest in any specialized
small business investment company which is purchased by the tax-
payer during the 60-day period described in subsection (a). This
subsection shall not apply for purposes of section 1202.”

(b) CONFORMING AMENDMENT.—Paragraph (24) of. section
1016(a) is amended—

(1) by striking “section 1043” and inserting “section 1043 or
1044”, and

(2) by striking “section 1043(c)” and inserting “section
1043(c) or 1044(d), as the case may be”.

(¢c) CLERICAL AMENDMENT.—The table of sections for part III of
subchapter O of chapter 1 is amended by adding at the end the fol-
lowing new item:

“Sec. 1044. Rollover c;f ublicly traded securities gain into specialized
smal, bpusiness investment companies.”

(d) EFFECTIVE DATE.—The amendments made by this section

shall apply to sales on and after the date of the enactment of this
Act, in taxable years ending on and after such date.

Subpart C—Modification To Minimum Tax
Depreciation Rules

SEC. 13115. MODIFICATION TO MINIMUM TAX DEPRECIATION RULES.

(@) ELIMINATION OF ACE DEPRECIATION ADJUSTMENT.—Clause
(i) of section 56(g)(4)(A) (relating to depreciation adjustments for
computing adjusted current earnings) is amended by adding at the
end thereof the following new sentence: “The preceding sentence
shall not apply to any property placed in service after December 31,
1993, and the depreciation deduction with respect to such property
shall be determined under the rules of subsection (a)(1)(A).”.

(b) EFFECTIVE DATES.—
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(1) IN GENERAL.—Except as provided in paragraph (2), the
amendments made by this section shall apply to property placed
in service after December 31, 1993.

(2) COORDINATION WITH TRANSITIONAL RULES.—The
amendments made by this section shall not apply to any prop-
erty to which paragraph (1) of section 56(a) of the Internal Rev-
enue Code of 1986 does not apply by reason of subparagraph
(C)(i) thereof.

Subpart D—Increase in Expense Treatment for
Small Businesses

SEC. 13116. J{I%ggggSE IN EXPENSE TREATMENT FOR SMALL BUSI
(a) GENERAL IéULE.—Paragraph (1) of section 179(b) (relating
t% dollar limitation) is amended by striking “$10,000” and inserting
“$17,500”,
(b) EFFECTIVE DATE.—The amendment made by subsection (a)
shall apply to taxable years beginning after December 31, 1992.

Subpart E—Tax Exempt Bonds

SEC. 13121. HIGH-SPEED INTERCITY RAIL FACILITY BONDS EXEMPT
FROM STATE VOLUME CAP.

(a¢) IN GENERAL.—Paragraph (4) of section 146(g) (relating to

exemption for certain bonds) is amended by adding at the end there-
of the following flush sentence:
“Paragraph (4) shall be applied without regard to ‘75 percent of if
all of the property to be financed by the net proceeds of the issue
is to be owned by a governmental unit (within the meaning of sec-
tion 142(b)(1)).”

(b) EFFECTIVE DATE.—The amendment made by subsection (a)
shall apply to bonds issued after Decemnber 31, 1993.

SEC. 13122, B?WNT EXTENSION OF QUALIFIED SMALL ISSUE

(a) IN GENERAL.—Subparagraph (B) of section 144(a)(12) is
amended to read as follows:

“(B) BONDS ISSUED TO FINANCE MANUFACTURING FA-
CILITIES AND FARM PROPERTY.—Subparagraph (A) shall not
apply to any bond issued as part of an issue 95 percent or
more of the net proceeds of which are to be used to
provide—

“(i) any manufacturing facility, or
“(it) any land or property in accordance with sec-

tion 147(c)(2).”

(b) EFFECTIVE DATE.—The amendment made by subsection (a)
shall apply to bonds issued after June 30, 1992.

(c) TREATMENT UNDER INDUCEMENT REGULATIONS.—If the 1-
year period specified in Treasury Regulation §1.103-8(a)(5) (as in
effect before July 1, 1993) or any successor regulation would (but for
this subsection) expire after June 30, 1992, and before January 1,
1994, such period shall not expire before January 1, 1994.



127

PART III—EXPANSION AND SIMPLIFICATION
OF EARNED INCOME TAX CREDIT

SEC. 13131. EXPANSION AND SIMPLIFICATION OF EARNED INCOME
TAX CREDIT.

(@) GENERAL RULE.—Section 32 (relating to earned income
credit) is amended by striking subsections (a) and (b) and inserting
the following:

“(a) ALLOWANCE OF CREDIT.—

“(1) IN GENERAL.—In the case of an eligible individual,
there shall be allowed as a credit against the tax imposed by
this subtitle for the taxable year an amount equal to the credit
percentage of so much of the taxpayer’s earned income for the
taxable year as does not exceed the earned income amount.

“(2) LIMITATION.—The amount of the credit allowable to a
taxpayer under paragraph (1) for any taxable year shall not ex-
ceed the excess (if any) of—

“(A) the credit percentage of the earned income amount,
over

“(B) the phaseout percentage of so much of the adjusted
gross income (or, if greater, the earned income) of the tax-
payer for the taxable year as exceeds the phaseout amount.

“(b) PERCENTAGES AND AMOUNTS.—For purposes of subsection

(a)—
“(1) PERCENTAGES.—The credit percentage and the phase-
out percentage shall be determined as follows:
“(A) IN GENERAL.—In the case of taxable years begin-
ning after 1995:

The credit per- The phaseout

In the case of an eligible individual with: centage ie: percentage is:
1 qualifying child 34 15.98
2 or more qualifying children 40 21.06
No qualifying children 7.65 N 7.65

“(B) TRANSITIONAL PERCENTAGES FOR 1995.—In the
case of taxable years beginning in 1995:

The credit per-  The phaseout

In the case of an eligible individual with: centage is: percentage is:
1 qualifying child 34 15.98
2 or more qualifying children 36 20.22
No qualifying children 7.65 7.65

“(C) TRANSITIONAL PERCENTAGES FOR 1994.—In the
case of a taxable year beginning in 1994:

1 -~ The phaseout
In the case of an eligible individual with: The credit L};:e T praseot

8 percent is:
1 qualifying child 26.3 . 15.98
2 or more qualifying children 30 17.68
No qualifying children 7.65 .o 7.65

“(2) AMOUNTS.—The earned income amount and the phase-
out amount shall be determined as follows:
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“(A) IN GENERAL.—In the case of taxable years begin-

ning after 1994:
The earned in-
5 The
In the case of an eligible individual with: come :zs@unt amg":::‘i‘;"_"

as . 11,000
1 qualifying child : $6,000 811,
2 or more qualifying children $8,425 $11,000
No qualifying children 84,000 $5,000

“(B) TRANSITIONAL AMOUNTS.—In the case of a taxable
year beginning in 1994:

The earned in- The phaseout

In the case of an eligible individual with: come ia;nount amount is:
1 qualifying child $7,750 811,000
2 or more qualifying children $8,425 $11,000
No qualifying children $4,000 $5,000".

(b) ELIGIBLE INDIVIDUAL.—Subparagraph (A) of section 32(c)(1)
(defining eligible individual) is amended to read as follows:
“(A) IN GENERAL.—The term ‘eligible individual’
means—
“() any individual who has a qualifying child for
the taxable year, or
“(iti) any other individual who does not have a
qualifying child for the taxable year, if—

“(I) such individual’s principal place of abode
is in the United States for more than one-half of
such taxable year,

“II) such individual (or, if the individual is
married, either the individual or the individual’s
spouse) has attained age 25 but not attained age
65 before the close of the taxable year, and

“I) such individual is not a dependent for
whom a deduction is allowable under section 151
to another taxpayer for any taxable year beginning
in the same calendar year as such taxable year.

For purposes of the preceding sentence, marital status
shall be determined under section 7703.”
(c) INFLATION ADJUSTMENTS.—Section 32(i) (relating to infla-
tion adjustments) is amended—

(1) by striking paragraphs (1) and (2) and inserting the fol-
lowing new paragraph:

“(1) IN GENERAL.—In the case of any taxable year beginning
after 1994, each dollar amount contained in subsection (b)(2)(A)
shall be increased by an amount equal to—

“(A) such dollar amount, multiplied by

“(B) the cost-of-living adjustment determined under
section 1(f)(3), for the calendar year in which the taxable
year begins, by substituting ‘calendar year 1993’ for ‘cal-

?g)dgr ye‘(iz: 1992, and .

y redesignating paragraph (3) as paragraph (2).
(d) CONFORMING AMEAnr%MEJ:;'g — paragraph (2)
(1) Subparagraph (D) of section 32(c)(3) is amended—
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(A) by striking “clause (i) or (ii)” in clause (iii) and in-

serting “clause (i)”,

(B) by striking clause (ii), and
(C) by redesignating clause (iii) as clause (ii).

(2) Paragraph (3) of section 162(1) is amended to read as
follows:

“(3) COORDINATION WITH MEDICAL DEDUCTION.—Any
amount paid by a taxpayer for insurance to which paragraph
(1) applies shall not be taken into account in computing the
czulrgo(u)ni allowable to the taxpayer as a deduction under section

a).

(3) Section 213 is amended by striking subsection (f).

(4) Subsection (b) of section 3507 is amended by redesignat-
ing paragraphs (2) and (3) as paragraphs (3) and (4), respec-
tively, and by inserting after paragraph (1) the following new
paragraph:

“(2) certifies that the employee has 1 or more qualifying
children (within the meaning of section 32(c)(3)) for such tax-
able year,”.

(6) Subparagraph (B) of section 3507(c)(2) is amended by
striking clauses (i) and (ii) and inserting the following:

“(t) of not more than 60 percent of the credit per-
centage in effect under section 32(b)(1) for an eligible
individual with 1 qualifying child and with earned in-
come not in excess of the earned income amount in ef-
fect under section 32(b)(2) for such an eligible individ-
ual, which

“(it) phases out at 60 percent of the phaseout per-
centage in effect under section 32(b)(1) for such an eli-
gible individual between the phaseout amount in effect
under section 32(b)(2) for such an eligible individual
and the amount of earned income at which the credit
under section 32(a) phases out for such an eligible in-
dividual, or”.

(6) Section 3507 is amended by adding at the end thereof
the following new subsection.:

“4f) INTERNAL REVENUE SERVICE NOTIFICATION.—The Internal
Revenue Service shall take such steps as may be appropriate to en-
sure that taxpayers who have 1 or more qualifying children and
who receive a refund of the credit under section 32 are aware of the
availability of earned income advance amounts under this section.”

(e) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 1993.
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PART IV—INCENTIVES FOR INVESTMENT IN
REAL ESTATE

Subpart A—Extension of Qualified Mortgage
Bonds and Low-Income Housing Credit

SEC. 13141. PERMANENT EXTENSION OF QUALIFIED MORTGAGE
BONDS.

(@) IN GENERAL.—Paragraph (1) of section 143(a) (defining
qualified mortgage bond) is amended to read as follows:

“(1) QUALIFIED MORTGAGE BOND DEFINED.—For purposes of
this title, the term ‘qualified mortgage bond’ means a bond
which is issued as part of a qualified mortgage issue.”

(b) MORTGAGE CREDIT CERTIFICATES.—Section 25 is amended
by striking subsection (h) and by redesignating subsections (i) and
() as subsections (h) and (i), respectively.

(c) TREATMENT OF RESALE PRICE CONTROL AND SUBSIDY LIEN
PROGRAMS.—Subsection (k) of section 143 is amended by adding at
the end thereof the following new paragraph:

“(10) TREATMENT OF RESALE PRICE CONTROL AND SUBSIDY
LIEN PROGRAMS.—

“(A) IN GENERAL.—In the case of a residence which is
located in a high housing cost area (as defined in section
143(f)(5)), the interest of a governmental unit in such resi-
dence by reason of financing provided under any qualified
program shall not be taken into account under this section
(other than subsection (m)), and the acquisition cost of the
residence which is taken into account under subsection (e)
shall be such cost reduced by the amount of such financing.

“(B) QUALIFIED PROGRAM.—For purposes of subpara-
graph (A), the term ‘qualified program’ means any govern-
mental program providing mortgage loans (other than Ist
mortgage loans) or grants—

“() which restricts (throughout the 9-year period
beginning on the date the financing is provided) the re-
sale of the residence to a purchaser qualifying under
this section and to a price determined by an index that
reflects less than the full amount of any appreciation
in the residence’s value, or

“(it) which provides for deferred or reduced interest
payments on such financing and grants the govern-
Zzental unit a share in the appreciation of the resi-

ence,

but only if such financing is not provided directly or indi-

zectf_iy"through the use of any tax-exempt private activity

ond.

(d) FINANCING ALLOWED FOR CONTRACT FOR DEED AGREE-
MENTS.—

(1) IN GENERAL.—Paragraph (2) of section 143(d) (relating
to exceptz(%s bt; 3-ygka_r requrz;r;ment) hies amended—

striking “and” at the end of subparagraph (A),
and (B) by adding “and” at the end of subparggragh (B),
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(C) by inserting after subparagraph (B) the following
new subparagraph:

“(C) financing with respect to land described in sub-
section ()(1)(C) and the construction of any residence there-
on.

(2) EXCEPTION TO NEW MORTGAGE REQUIREMENT.—Para-
graph (1) of section 143(i) (relating to mortgages must be new
mortgages) is amended by adding at the end thereof the follow-
ing new subparagraph:

“(C) EXCEPTION FOR CERTAIN CONTRACT FOR DEED
AGREEMENTS.—

“@) IN GENERAL.—In the case of land possessed
under a contract for deed by a mortgagor—

“(I) whose principal residence (within the
me(ciming of section 1034) is located on such land,
an

“(II) whose family income (as defined in sub-
section (f{(2)) is not more than 50 percent of appli-
cable median family income (as defined in sub-
section (f)(4)),

the contract for deed shall not be treated as an existing

mortgage for purposes of subparagraph (A).

“(it) CONTRACT FOR DEED DEFINED.—For purposes
of this subparagraph, the term ‘contract for deed’
means a seller-financed contract for the conveyance of
land under which—

“(I) legal title does not pass to the purchaser
until the consideration under the contract is fully
patid to the seller, and

“(11) the seller’s remedy for nonpayment is for-
feiture rather than judicial or nonjudicial fore-
closure.”

(3) ACQUISITION COST INCLUDES COST OF LAND.—Clause
(tii) of section 143(k)(3)(B) is amended by inserting “(other than
land described in subsection (D)(I)(C)(1))” after “cost of land”.

(e) FINANCING OF NEW 2-FAMILY RESIDENCES PERMITTED.—
Paragraph (7) of section 143(k) is amended by adding at the end
thereof the following flush sentence: ) )

“Subparagraph (B) shall not apply to any 2-family residence if

the residence is a targeted area residence and the family income

of the mortgagor meets the requirement of subsection (f)(3)(B).”

() EFFECTIVE DATES.—

(1) BONDS.—The amendment made by subsection (a) shall
apply to bonds issued after June 30, 1992. )

(2) CERTIFICATES.—The amendment made by subsection (b)
shall apply to elections for periods after June 30, 1992.

(3) SUBSECTIONS (c) AND (e).—The amendments made by
subsections (c) and (e) shall apply to qualified mortgage bonds
issued and mortgage credit certificates provided on or after the
date of enactment of this Act.

‘(4) CONTRACT FOR DEED AGREEMENTS.—The amendments
made by subsection (d) shall apply to loans originated and
credit certificates provided after the date of the enactment of
this Act.
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SEC. 13142. LOW-INCOME HOUSING CREDIT.

(a) PERMANENT EXTENSION.— ) '

(1) IN GENERAL.—Section 42 (relating to low-income hous-
ing credit) is amended by striking subsection (o).

(2) EFFECTIVE DATE.—The amendments made by para-
graph (1) shall apply to periods ending after June 30, 1992.

(b) MODIFICATIONS.—

(1) HOUSING CREDIT AGENCY DETERMINATION OF REASON-
ABLENESS OF PROJECT COSTS.—Subparagraph (B) of section
42(m)(2) (relating to credit allocated to building not to exceed
amount necessary to assure project feasibility) is amended—

(A) by striking “and” at the end of clause (it),

(B) by striking the period at the end of clause (iii) and
inserting “, and”, and )

(C) by inserting after clause (iii) the following new
clause:

“(iv) the reasonableness of the developmental and
operational costs of the project.”

(2) UNITS WITH CERTAIN FULL-TIME STUDENTS NOT DIS-
QUALIFIED.—Subparagraph (D) of section 42(i)(3) (defining low-
income unit) 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—

“(i) by an individual who is—

“(I) a student and receiving assistance under
title IV of the Social Security Act, or

“(II) enrolled in a job training program receiv-
ing assistance under the Job Training Partnership
Act or under other similar Federal, gtate, or local
laws, or
“(ii) entirely by full-time students if such students

are—

“(I) single parents and their children and such
parents and children are not dependents (as de-
fined in section 152) of another individual, or

“(II) married and file a joint return.”

(3) 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 taxpayer, the Sec-
retary may watve—

“(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 income for
purposes of this subsection, if the entire building is occu-
pied by low-income tenants.”

(4 DISCRIMINATION AGAINST TENANTS PROHIBITED.—Sec-
tion 42(h)(6)(B) (defining extended low-income housing commit-
ment) is amended by redesignating clauses (iv) and (v) as
clauses (v) and (vi) and by inserting after clause (iii) the follow-
ing new clause:
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“(iv) which prohibits the refusal to lease to a hold-
er of a voucher or certificate of eligibility under section

8 of the United States Housing Act of 1937 because of

the status of the prospective tenant as such a holder,”.

(5) HOME ASSISTANCE NOT TO RESULT IN CERTAIN BUILD.
INGS BEING FEDERALLY SUBSIDIZED.—Paragraph (2) of section
42(i) (relating to determination of whether building is federally
subsidized) is amended by adding at the end thereof the follow-
ing new subparagraph:

“(E) BUILDINGS RECEIVING HOME ASSISTANCE.—

“() IN GENERAL.—Assistance provided under the

HOME Investment Partnerships Act (as in effect on the

date of the enactment of this subparagraph) with re-

spect to any building shall not be taken into account
under subparagraph (D) if 40 percent or more of the
residential units in the building are occupied by indi-
viduals whose income is 50 percent or less of area me-
dian gross income. Subsection (d)(5)(C) shall not apply

t(} _any building to which the preceding sentence ap-

plies.

“(ii) SPECIAL RULE FOR CERTAIN HIGH-COST HOUS-

ING AREAS.—In the case of a building located in a city

described in section 142(d)(6), clause (i) shall be ap-

plied by substituting 25 percent’ for ‘40 percent’.”

(6) EFFECTIVE DATES.—

(A) IN GENERAL.—Except as provided in subparagraphs
(B) and (C), the amendments made by this subsection shall
apply to—

(1) determinations under section 42 of the Internal

Revenue Code of 1986 with respect to housing credit

dollar amounts allocated from State housing credit

ceilings after June 30, 1992, or
(1) 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 para-

graph (4) thereof, but only with respect to bonds issued

after such date.

(B) WAIVER AUTHORITY AND PROHIBITED DISCRIMINA-
TION.—The amendments made by paragraphs (3) and (4)
shall take effect on the date of the enactment of this Act.

(C) HOME ASSISTANCE.—The amendment made by
paragraph (2) shall apply to periods after the date of the
enactment of this Act.

(c) ELECTION T0O DETERMINE RENT LIMITATION BASED ON NUM-
BER OF BEDROOMS AND DEEP RENT SKEWING.—

(1) In the case of a building to which the amendments
made by subsection (e)(1) or (n)(2) of section 7108 of the Reve-
nue Reconciliation Act of 1989 did not apply, the taxpayer may
elect to have such amendments apply to such building if the
taxpayer has met the requirements of the procedures described
in section 42(m)(1)(B)(iit) of the Internal Revenue Code of 1986.

(2) In the case of the amendment made by such subsection
(e)(1), such election shall apply only with respect to tenants first
occupying any unit in the building after the date of the election.
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(3) In the case of the amendment made by such subsection
(n)(2), such election shall apply only if rents of low-income ten-
ants in such building do not increase as a result of such elec-
tion.

(4) An election under this subsection may be made only
during the 180 day period beginning on the date of the enact-
ment of this Act and, once made, shall be irrevocable.

Subpart B—Passive Loss Rules

SEC. 13143. APPLICATION OF PASSIVE LOSS RULES TO RENTAL REAL
ESTATE ACTIVITIES.

(a) RENTAL REAL ESTATE ACTIVITIES OF PERSONS IN REAL
PROPERTY BUSINESS NOT AUTOMATICALLY TREATED AS PASSIVE Ac-
TIVITIES.—Subsection (c) of section 469 (defining passive activity) is
amended by adding at the end thereof the following new paragraph:

“(7) SPECIAL RULES FOR TAXPAYERS IN REAL PROPERTY

BUSINESS—

“(A) IN GENERAL.—If this paragraph applies to any
taxpayer for a taxable year—

“G) paragraph (2) shall not apply to any rental
real estate activity of such taxpayer for such taxable
year, and

“(ii) this section shall be applied as if each interest
of the taxpayer in rental real estate were a separate ac-
tivity.

Notwithstanding clause (ii), a taxpayer may elect to treat
all interests in rental real estate as one activity. Nothing in
the preceding provisions of this subparagraph shall be con-
strued as affecting the determination of whether the tox-
payer matertally participates with respect to any interest in
a limited partnership as a limited partner.

“(B) TAXPAYERS TO WHOM PARAGRAPH APPLIES.—This
paragraph shall apply to a taxpayer for a taxable year if—

“(i) more than one-half of the personal services per-
formed in trades or businesses by the taxpayer during
such taxable year are performed in real property trades
or businesses in which the taxpayer materially partici-
pates, and

“(it) such taxpayer performs more than 750 hours
of services during the taxable year in real property
trades or businesses in which the taxpayer materially
participates.

In the case of a joint return, the requirements of the preced-
tng sentence are satisfied if and only if either spouse sepa-
rately satisfies such requirements. For purposes of the pre-
ceding sentence, activities in which a spouse materially
participates shall be determined under subsection (h).

“(C)- REAL PROPERTY TRADE OR BUSINESS.—For pur-
poses of this paragraph, the term ‘real property trade or
business’ means any real property development, redevelop-
ment, construction, reconstruction, acquisition, conversion,
rental, operation, management, leasing, or brokerage trade
or business.
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“(D) SPECIAL RULES FOR SUBPARAGRAPH (B).—

“(i) CLOSELY HELD C CORPORATIONS.—In the case
of a closely held C corporation, the requirements of
subparagraph (B) shall be treated as met for any tax-
able year if more than 50 percent of the gross receipts
of such corporation for such taxable year are derived
from real property trades or businesses in which the
corporation materially participates.

“(ii) PERSONAL SERVICES AS AN EMPLOYEE.—For
purposes of subparagraph (B), personal services per-
formed as an employee shall not be treated as per-
formed in real property trades or businesses. The pre-
ceding sentence shall not apply if such employee is a 5-
percent owner (as defined in section 416(i)(1)(B)) in the
employer.”

(b) CONFORMING AMENDMENTS.—
(1) Paragraph (2) of section 469(c) is amended by striking
“The” and inserting “Except as provided in paragraph (7), the”.
(2) Clause (iv) of section 469(i))(3)(E) is amended by insert-
fy,g “or any loss allowable by reason of subsection (c)(37,)” after
loss”.
(¢c) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 1993.

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

SEC. 13144. REAL ESTATE PROPERTY ACQUIRED BY A QUALIFIED OR-
GANIZATION.

(a) MODIFICATIONS OF EXCEPTIONS.—Paragraph (9) of section
514(c) (relating to real property acquired by a qualified organiza-
tion) is amended by adding at the end thereof the following new
subparagraphs:

“(G) SPECIAL RULES FOR PURPOSES OF THE EXCEP-
TIONS.—Except as otherwise provided by regulations—

“(;) SMALL LEASES DISREGARDED.—For purposes of
clauses (iii) and (iv) of subparagraph (B), a lease to a
person described in such clause (iii) or (iv) shall be dis-
regarded if no more than 25 percent of the leasable
floor space in a building (or complex of buildings) is
covered by the lease and if the lease is on commercially
reasonable terms.

“Gii) COMMERCIALLY REASONABLE FINANCING.—
Clause (v) of subparagraph (B) shall not apply if the
financing is on commercially reasonable terms.

“(H) QUALIFYING SALES BY FINANCIAL INSTITUTIONS.—

“(i) IN GENERAL.—In the case of a qualifying sale
by a financial institution, except as provided in regula-
tions, 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 by a financial institu-
tion if—



136

“(I) a qualified organization acquires property
described in clause (iii) from a financial institu-
tion and any gain recognized by the financial in-
stitution with respect to the property is ordinary
income,

“(II) the stated principal amount of the financ-
ing provided by the financial institution does not
exceed the amount of the outstanding indebtedness
(including accrued but unpaid interest) of the fi-
nancial institution with respect to the property de-
scribed in clause (iii) immediately before the acqui-
sition referred to in clause (iii) or (v), whichever is
applicable, and

“(III) the present value (determined as of the
time of the sale and by using the applicable Fed-
eral rate determined under section 1274(d)) of the
maximum amount payable pursuant to the financ-
ing that is determined by reference to the revenue,
income, or profits dertved from the property cannot
exceed 30 percent of the total purchase price of the
property (including the contingent payments).

“(iit) PROPERTY TO WHICH SUBPARAGRAPH AP-
PLIES.—Property is described in this clause if such
pr}gpc;lrty Is foreclosure property, or is real property
which—

“(I) was acquired by the qualified organization
from a financial institution which is in
conservatorship or receivership, or from the con-
servator or receiver of such an institution, and

“II) was held by the financial institution at
ti;le. time it entered into conservatorship or receiver-
ship.

“(iv) FINANCIAL INSTITUTION.—For purposes of this
subparagraph, the term ‘financial institution’ means—

“(I) any financial institution described in sec-
tion 581 or 591(a),

“(II) any other corporation which is a direct or
indirect subsidiary of an institution referred to in
subclause (I) but only if, by virtue of being affili-
ated with such institution, such other corporation
is subject to supervision and examination by a
Federal or State agency which regulates institu-
tions referred to in subclause (I), and

“(II1) any person acting as a conservator or re-
ceiver of an entity referred to in subclause (I) or
(II) (or any government agency or corporation suc-
ceeding to the rights or interest of such person,).

. “(v) FORECLOSURE PROPERTY.—For purposes of
this subparagraph, the term ‘foreclosure property’
means any real property acquired by the financial in-
stitution as the result of having bid on such property
at foreclosure, or by operation of an agreement or proc-
ess of law, after there was a default (or.a default was
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immén;,ent) on indebtedness which such property se-
cured.”,

(b) CONFORMING AMENDMENT.—Paragraph (9) of section 514(c)
is amended—

(1) by adding the following new sentence at the end of sub-
paragraph (A): “For purposes of this paragraph, an interest in
a mortgage shall in no event be treated as real property.”, and

(2) by striking the last sentence of subparagraph (B).

(c) EFFECTIVE DATES.—

(1) IN GENERAL—The amendments made by this section
shall apgly to acquisitions on or after January 1, 1994.

(2) SMALL LEASES.—The provisions of section 514(c)(9)(G)(i)
of the Internal Revenue Code of 1986 shall, in addition to an
leases to which the provisions apply by reason of paragraph (1),
apply to leases entered into on or after January 1, 1994.

SEC. 13145. REPEAL OF SPECIAL TREATMENT OF PUBLICLY TREATED
PARTNERSHIPS.
(a) GENERAL RULE.—Subsection (c) of section 512 is amended—

(1) by striking paragraph (2),

(2) by redesignating paragraph (3) as paragraph (2), and

(3) by striking “paragraph (1) or (2)” in paragraph (2) (as
so redesignated) and inserting “paragraph (1)”.

(b) EFFECTIVE DATE.—The amendments made by subsection (a)
g}é.‘a?éll apply to partnership years beginning on or after January 1,
SEC. 13146. TITLE-HOLDING COMPANIES PERMITTED TO RECEIVE

.gngMLEL AMOUNTS OF UNRELATED BUSINESS TAXABLE IN-

(a) GENERAL RULE.—Paragraph (25) of section 501(c) is
amer;lded by adding at the end thereof the following new subpara-
graph:

“(G)(i) An organization shall not be treated as failing
to be described in this paragraph merely by reason of the
receipt of any otherwise disqualifying income which is inci-
dentally 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 establishes to the satisfaction of the Secretary
that the receipt of gross income described in clause (i) in ex-
cess of such limitation was inadvertent and reasonable
steps are being taken to correct the circumstances giving
rise to such income.”

(b) CONFORMING AMENDMENT.—Paragraph (2) of section 501(c)
is amended by adding at the end thereof the following new sentence:
“Rules similar to the rules of subparagraph (G) of paragraph (25)
shall apply for purposes of this paragraph.” )

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning on or after January 1, 1994.
SEC. 13147. EXCLUSION FROM UNRELATED BUSINESS 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 follow-
ing new paragraph:
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“(16)(A) Notwithstanding paragraph (5)(B), there shall be
excluded all gains or losses from the sale, exchange, or other
disposition of any real property described in subparagraph (B)

if— ..
“G) such property was acquired by the organization

from— o ‘
“I) @ financial institution described in section 581
or 581(a) which is in conservatorship or receivership,

“(II) the conservator or receiver of such an institu-
tion (or any government agency or corporation succeed-
ing to the rights or interests of the conservator or re-
ceiver), \
“(Gii) such property is designated by the organization
within the 9-month period beginning on the date of its ac-
quisition as property held for sale, except that not more
than one-half (by value determined as of such date) of prop-
erty acquired in a single transaction may be so
designated,

“(iii) such sale, exchange, or disposition occurs before
the later of—
“(I) the date which is 30 months after the date of
the acquisition of such property, or
“(II) the date specified by the Secretary in order to
assure an orderly disposition of property held by per-
sons described in subparagraph (A), and
“(iv) while such property was held by the organization,
the aggregate expenditures on improvements and develop-
ment activities included in the basis of the property are (or
were) not in excess of 20 percent of the net selling price of
such property.
“(B) Property is described in this subparagraph if it is real

property which—

“(i) was held by the financial institution at the time it
entered into conservatorship or recetvership, or

“(ii) was foreclosure property (as defined in section
514(c)(9)(H)(v)) which secured indebtedness held by the fi-
nancial institution at such time.

For purposes of this subparagraph, real property includes an

interest in a mortgage.”

(b) EFFECTIVE DATE.—The amendment made by subsection (a)
shall apply to property acquired on or after January 1, 1994.

SEC. 13148. EXCLUSION FROM UNRELATED BUSINESS TAX OF CER-
TAIN FEES AND OPTION PREMIUMS.

(@) LoAN COMMITMENT FEES.—Paragraph (1) of section 512(b)
(relating to modifications) is amended by inserting “amounts re-
ceived or accrued as consideration for entering into agreements to
make loans,” before “and annuities™.

(b) OrTION PREMIUMS.—The second sentence of section 512(b)(5)
is amended—

(1) by striking “all gains on” and inserting “all gains or
losses recognized, in connection with the organization’s invest-
ment activities, from”,
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(2) by striking “, written by the organization in connection
with its investment activities,” and

(3) by inserting “or real property and all gains or losses
from the forfeiture of good-faith deposits (that are consistent
with established business practice) for the purchase, sale, or
lease of real property in connection with the organization’s in-
vestment activities” before the period.

(c) EFFECTIVE DATE.—The amendments made by this section
‘shall apply to amounts received on or after January 1, 1994.

SEC. 13149. TREATMENT OF PENSION FUND INVESTMENTS IN REAL
ESTATE INVESTMENT TRUSTS.

(@) GENERAL RULE.—Subsection (h) of section 856 (relating to
closely held determinations) is amended by adding at the end there-
of the following new paragraph:

“(3) TREATMENT OF TRUSTS DESCRIBED IN SECTION 401(a).—
“(A) LOOK-THRU TREATMENT.—

“(i) IN GENERAL.—Except as provided in clause (ii),
in determining whether the stock ownership require-
ment of section 542(a)(2) is met for purposes of para-
graph (1)(A), any stock held by a qualified trust shall
be treated as held directly by its beneficiaries in pro-
portion to their actuarial interests in such trust and
shall not be treated as held by such trust.

“(ti) CERTAIN RELATED TRUSTS NOT ELIGIBLE.—
Clause (i) shall not apply to any qualified trust if one
or more disqualified persons (as defined in section
4975(e)(2), without regard to subparagraphs (B) and
(D) thereof) with respect to such qualified trust hold in
the aggregate 5 percent or more in value of the interests
in the real estate investment trust and such real estate
investment trust has accumulated earnings and profits
attributable to any period for which it did not qualify
as a real estate investment trust.

“(B) COORDINATION WITH PERSONAL HOLDING COMPANY
RULES.—If any entity qualifies as a real estate investment
trust for any taxable year by reason of subparagraph (A),
such entity shall not be treated as a personal holding com-
pany for such taxable year for purposes of part II of sub-
chapter G of this chapter.

“(C) TREATMENT FOR PURPOSES OF UNRELATED BUSI-
NESS TAX.—If any qualified trust holds more than 10 per-
cent (by value) of the interests in any pension-held REIT at
any time during a taxable year, the trust shall be treated
as having for such taxable year gross income from an unre-
lated trade or business in an amount which bears the same
ratio to the aggregate dividends paid (or treated as paid)
by the REIT to the trust for the taxable year of the REIT
with or within which the taxable year of the trust ends (the
‘REIT year’) as—

“(i) the gross income (less direct expenses related
thereto) of the REIT for the REIT year from unrelated
trades or businesses (determined as if the REIT were
a qualified trust), bears to
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“(ii) the gross income (less direct expenses related

thereto) of the REIT for the REIT year. .
This subparagraph shall apply only if the ratio determined
under the preceding sentence is at least 5 percent.

“(D) PENSION-HELD REIT.—The purposes of subpara-
graph (C)— ) ]

“(i) IN GENERAL.—A real estate investment trust is
a pension-held REIT if such trust would not have
qualified as a real estate investment trust but for the
provisions of this paragraph and if such trust is pre-
dominantly held by qualified trusts.

“(ii) PREDOMINANTLY HELD.—For purposes of
clause (i), a real estate investment trust is predomi-
nantly held by qualified trusts if—

“(I) at least 1 qualified trust holds more than

25 percent (by value) of the interests in such real

estate investment trust, or

“(II) 1 or more qualified trusts (each of whom
own more than 10 percent by value of the interests
in such real estate investment trust) hold in the
aggregate more than 50 percent (by value) of the
interests in such real estate investment trust.

“(E) QUALIFIED TRUST.—For purposes of this para-
graph, the term ‘qualified trust’ means any trust described
irb I?e;:tion 401(a) and exempt from tax under section
501(a).”

(b) EFFECTIVE DATE.—The amendment made by this section
shall apply to taxable years beginning after December 31, 1993.

Subpart D—Discharge of Indebtedness

SEC. 13150. EXCLUSION FROM GROSS INCOME FOR INCOME FROM
DISCHARGE OF QUALIFIED REAL PROPERTY BUSINESS IN-
DEBTEDNESS.

(@) IN GENERAL.—Paragraph (1) of section 108(a) (relating to

income from discharge of indebtedness) is amended by striking “or”

at the end of subparagraph (B), by striking the period at the end
of subparagraph (C) and inserting “, or”, and by adding at the end
the following new subparagraph:

“(D) in the case of a taxpayer other than a C corporation,
the indebtedness discharged is qualified real property business
indebtedness.”

~ (b) QUALIFIED REAL PROPERTY BUSINESS INDEBTEDNESS.—Sec-
tion 108 is amended by inserting after subsection (b) the following

new subsection.:
“(c) TREATMENT OF DISCHARGE OF QUALIFIED REAL PROPERTY

BUSINESS INDEBTEDNESS.—

“(1) BASIS REDUCTION.—

“(A) IN GENERAL.—The amount excluded from gross in-
come under subparagraph (D) of subsection (a)(1) shall be
applied to reduce the basis of the depreciable real property
of the taxpayer.

“(B) CROSS-REFERENCE.—For provisions making the re-
duction described in subparagraph (A), see section 1017.
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“(2) LIMITATIONS.—

“(A) INDEBTEDNESS IN EXCESS OF VALUE.—The amount
excluded under subparagraph (D) of subsection (a)(1) with
respect to any qualified real property business indebtedness
shall not exceed the excess (if any) of—

“(i) the outstanding principal amount of such in-
debtedness (immediately before the discharge), over
_“(ii) the fair market value of the real property de-
scribed in paragraph (3)(A) (as of such time), reduced
by the outstanding principal amount of any other
zuallﬁed real property business indebtedness secured
y such property (as of such time).

“(B) OVERALL LIMITATION.—The amount excluded
under subparagraph (D) of subsection (a)(1) shall not ex-
ceed the aggregate adjusted bases of depreciable real prop-
erty (determined after any reductions under subsections (b)
and (g)) held by the taxpayer immediately before the dis-
charge (other than depreciable real property acquired in
contemplation of such discharge).

“(3) QUALIFIED REAL PROPERTY BUSINESS INDEBTEDNESS.—
The term ‘qualified real property business indebtedness’ means
indebtedness which—

“(A) was incurred or assumed by the taxpayer in con-
nection with real property used in a trade or business and
is secured by such real property,

“(B) was incurred or assumed before January 1, 1993,
or if incurred or assumed on or after such date, is qualified
acquisition indebtedness, and

“(C) with respect to which such taxpayer makes an elec-
tion to have this paragraph apply.

Such term shall not include qualified farm indebtedness. In-
debtedness under subparagraph (B) shall include indebtedness
resulting from the refinancing of indebtedness under subpara-
graph (B) (or this sentence), but only to the extent it does not
exceed the amount of the indebtedness being refinanced.

“(4) QUALIFIED ACQUISITION INDEBTEDNESS.—For purposes
of paragraph (3)(B), the term ‘qualified acquisition indebted-
ness’ means, with respect to any real property described in
paragraph (3)(A), indebtedness incurred or assumed to acquire,
construct, reconstruct, or substantially improve such property.

“(5) REGULATIONS.—The Secretary shall issue such regula-
tions as are necessary to carry out this subsection, including
regulations preventing the abuse of this subsection through
cross-collateralization or other means.”

(c) TECHNICAL AMENDMENTS.— )

(1) Subparagraph (A) of section 108(a)(2) is amended by
striking “and (C)” and inserting “, (C), and (D)”.

(2) Subparagraph (B) of section 108(a)(2) is amended to
read as follows:

“(B) INSOLVENCY EXCLUSION TAKES PRECEDENCE OVER
QUALIFIED FARM EXCLUSION AND QUALIFIED REAL PROPERTY
BUSINESS EXCLUSION.—Subparagraphs (C) and (D) of
paragraph (1) shall not apply to a discharge to the extent
the taxpayer is insolvent.”
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(3) Subsection (d) of section 108 is amended— .

(A) by striking “subsections (a), (b), and (g)” in para-
graphs (6) and (7)(A) and inserting “subsections (a), (b), (c),
and (g)”, .

(g) by striking “SUBSECTIONS (a), (b), AND (g)” in the
subsection heading and inserting “CERTAIN PROVISIONS”,
and

(C) by striking “SUBSECTIONS (a), (b), AND (g)” in the
headings of paragraphs (6) and (7)(A) and inserting “CER-
TAIN PROVISIONS”.

(4) Subparagraph (B) of section 108(d)(7) is amended by
adding at the end thereof the following new sentence: “The pre-
ceding sentence shall not apply to any discharge to the extent
that subsection (a)(1)(D) applies to such discharge.”

(5) Subparagraph (A) of section 108(d)(9) is amended by in-
serting “or under paragraph (3)(B) of subsection (c¢)” after “sub-
section (b)”.

(6) Paragraph (2) of section 1017(a) is amended by striking
“or (b)(5)” and inserting “, (b)(5), or (¢)(1)”.

(7) Subparagraph (A) of section 1017(b)(3) is amended by
inserting “or (c)(1)” after “subsection (b)(5)”.

(8) Section 1017(b)(3) is amended by adding at the end the
following new subparagraph:

“(F) SPECIAL RULES FOR QUALIFIED REAL PROPERTY
BUSINESS INDEBTEDNESS.—In the case of any amount
thich under section 108(c)(1) is to be applied to reduce

asis—
“(t) depreciable property shall only include depre-

ciable real property for purposes of subparagraphs (A)

and (C),

“(ii) subparagraph (E) shall not apply, and

“(iii) in the case of property taken into account
under section 108(c)(2)(B), the reduction with respect to
such property shall be made as of the time immediately
before disposition if earlier than the time under sub-

section (a).”

(9) Paragraph (1) of section 703(b) is amended by striking
“subsection (b)(5)” and inserting “subsection (b)(5) or (c)(3)”.

(d) EFFECTIVE DATE.—The amendments made by this section

shall apply to discharges after December 31, 1992, in taxable years
ending after such date.

Subpart E—Increase in Recovery Period for
Nonresidential Real Property

SEC. 13151. INCREASE IN RECOVERY PERIOD FOR NONRESIDENTIAL

REAL PROPERTY.
(a) GENERAL RULE.—Paragraph (1) of section 168(c) (relating to

applicable recovery period) is amended by striking the item relating
to nonresidential real property and inserting the following:

“Nonresidential real Property ................cccccoovmmmmneeeeveisosese oo 39 years.”.

(b) EFFECTIVE DATE.—
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(1) IN GENERAL.—Except as provided in paragraph (2), the
amendment made by subsection (a) shall apply to property
placed in service by the taxpayer on or after May 13, 1993.

(2) EXCEPTION.—The amendments made by this section
shall not apply to property placed in service by the taxpayer be-
fore January 1, 1994, if—

(A) the taxpayer or a qualified person entered into a
binding written contract to purchase or construct such
property before May 13, 1993, or

(B) the construction of such property was commenced
by or for the taxpayer or a qualified person before May
13, 1993.

For purposes of this paragraph, the term “qualified person”
means any person who transfers his rights in such a contract
or such property to the taxpayer but only if the property is not
placed in service by such person before such rights are trans-
ferred to the taxpayer.

PART V—LUXURY TAX

SEC. 13161. REPEAL OF LUXURY EXCISE TAXES OTHER THAN ON PAS-
SENGER VEHICLES.

(a) IN GENERAL.—Subchapter A of chapter 31 (relating to retail
excise taxes) is amended to read as follows:

“Subchapter A—Luxury Passenger Automobiles

“Sec. 4001. Imposition of tax.

“Sec. 4002. 1st retail sale; uses, etc. treated as sales; determination

of price.

“Sec. 4003. Special rules.

“SEC. 4001. IMPOSITION OF TAX
“ta) IMPOSITION OF TAx.—There is hereby imposed on the Ist
retail sale of any passenger vehicle a tax 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 subchapter, 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 ve-
hicle 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 ve-
hicle weight’ for ‘unloaded gross vehicle weight’.

“(B) LIMOUSINES.—In the case of a limousine, para-
graph (1) shall be applied without regard to subparagraph
(B) thereof. )

“(c) EXCEPTIONS FOR TAxICABS, ETC.—The tax 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 bust-
ness of transporting persons or property for compensation or hire.
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“(d) EXEMPTION FOR LAW ENFORCEMENT USES, ETC.—No tax
shall be imposed by this section on the sale of any passenger
vehicle—

“(1) to the Federal Government, or a State or local govern-
ment, for use exclusively in police, ﬁreﬁghtmg, sea('c_h_and res-
cue, or other law enforcement or public safety activities, or in
public works activities, or _ _ o

“(2) to any person for use exclusively in providing emer-
gency medical services.

“(e) INFLATION ADJUSTMENT.—

“(1) IN GENERAL.—If, for any calendar year, the excess (if
any) of—

») of “(A) $30,000, increased by the cost-of-living adjustment
for the calendar year, over
“(B) the dollar amount in effect under subsection (a) for
the calendar year,

is equal to or greater than $2,000, then the $30,000 amount in

subsection (a) and section 4003(a) (as previously adjusted under

this subsection) for any subsequent calendar year shall be in-
creased by the amount of such excess rounded to the next lowest
multiple of $2,000.

“(2) COST-OF-LIVING ADJUSTMENT.—For purposes of para-
graph (1), the cost-of-living adjustment for any calendar year
shall be the cost-of-living adjustment under section 1(f)(3) for
such calendar year, determined by substituting ‘calendar year
1990’ for ‘calendar year 1992’ in subparagraph (B) thereof.

“(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. TREATED AS SALES; DETER-
MINATION OF PRICE.

“(a) 1ST RETAIL SALE.—For purposes of this subchapter, the
term ‘Ist retail sale’ means the Ist 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 passenger vehicle
(including any use after importation) before the 1st retail sale
of such vehicle, then such person shall be liable for tax under
this subchapter in the same manner as if such vehicle were sold
at retail by him.

“(2) EXEMPTION FOR FURTHER MANUFACTURE.—Paragraph
(1) shall not apply to use of a vehicle as material in the manu-
facture or production of, or as a component part of, another ve-
hicle taxable under this subchapter to be manufactured or pro-
duced by him.

“(3) EXEMPTION FOR DEMONSTRATION USE.—Paragraph (1)
shall not apply to any use of a passenger vehicle as a dem-
onstrator.

“(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 satis-
faction of the Secretary that the Ist use of the vehicle occurred
before January 1, 1991, outside the United States.

' “(5) COMPUTATION OF TAX.—In the case of any person made

liable for tax by paragraph (1), the tax shall be computed on
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the price at which similar vehicles are sold at retail in the ordi-

nary course of trade, as determined by the Secretary.

“(lc) LEASES CONSIDERED AS SALES.—For purposes of this
subchapter—

“(1) IN GENERAL.—Except as otherwise provided in this sub-
section, the lease of a vehicle (including any renewal or any ex-
tension of a lease or any subsequent lease of such vehicle) by
any person shall be considered a sale of such vehicle 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 per-
son engaged in a passenger vehicle leasing or rental trade
or business for leasing by such person in a long-term lease
shall not be treated as the 1st retail sale of such vehicle.

“(B) LONG-TERM LEASE.—For purposes of subpara-
graph (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 defined in section
4003(b)) of such vehicle.

“(d) DETERMINATION OF PRICE.—

“(1) IN GENERAL.—In determining price for purposes of this
subchapter—

“(A) there shall be included any charge incident to
placing the passenger vehicle in condition ready for use,

“(B) there shall be excluded—

“(G) the amount of the tax imposed by this sub-
chapter,

“(ii) if stated as a separate charge, the amount of
any retail sales tax imposed by any State or political
subdivision thereof or the District of Columbia, wheth-
er the liability for such tax is imposed on the vendor
or vendee, and

“(iii) the value of any component of such passenger
vehicle if—

“(I) such component is furnished by the Ist
user of such passenger vehicle, and

“(II) such component has been used before
such furnishing, and

“(C) the price shall be determined without regard to
any trade-in.
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“(2) OTHER RULES.—Rules similar to the rules of para-
graphs (2) and (4) of section 4052(b) shall apply for purposes
of this subchapter.

“SEC. 4003. SPECIAL RULES.

“(a) SEPARATE PURCHASE OF VEHICLE AND PARTS AND ACCES.
SORIES THEREFOR—Under regulations prescribed by the
Secretary— . .

“(1) IN GENERAL.—Except as provided in paragraph (2),
l —

F “(A) the owner, lessee, or operator of any passenger ve-
hicle installs (or causes to be installed) any part or acces-
sory on such vehicle, and

“(B) such installation is not later than the date 6
months after the date the vehicle was 1st placed in service,

then there is hereby imposed on such installation a tax equal

to 10 percent of the price of such part or accessory and its in-
stallation.

“(9) LIMITATION.—The tax imposed by paragraph (1) on the
installation of any part or accessory shall not exceed 10 percent
of the excess (if anyfof—-

“(A) the sum of—

“(i) the price of such part or accessory and its in-
stallation,

“(ii) the aggregate price of the parts and acces-
sories (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 replacement
bart or accessory,

“(B) the part or accessory is installed to enable or assist
an individual with a disability to operate the vehicle, or to
enter or exit the vehicle, by compensating for the effect of
such disability, or

“(C) the aggregate price of the parts and accessories
(and their installation) described in paragraph (1) with re-
spect to the vehicle does not exceed $200 (or such other
amount or amounts as the Secretary may by regulation pre-
scribe).

The price of any part or accessory (and its installation) to

which paragraph (1) does not apply by reason of this paragraph

shall not be taken into account under paragraph (2)(A).

“(4) INSTALLERS SECONDARILY LIABLE FOR TAX.—The own-
ers of the trade or business installing the parts or accessories
shall be secondarily liable for the tax imposed by this sub-
section.

“(b) IMPOSITION OF TAX ON SALES, ETc., WITHIN 2 YEARS OF
VEHICLES PURCHASED TAX-FREE.—

“(1) IN GENERAL.—If—

“(A) no tax was imposed under this subchapter on the
Ist retail sale of any passenger vehicle by reason of its ex-
empt use, and
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“(B) within 2 years after the date of such Ist retail sale,
such vehicle is resold by the purchaser or such purchaser
makes a substantial nonexempt use of such vehicle,

then such sale or use of such vehicle by such purchaser shall

be treated as the Ist retail sale of such vehicle for a price equal

to its fair market value at the time of such sale or use.

“(2) EXEMPT USE.—For purposes of this subsection, the term
‘exempt use’ means any use of a vehicle if the Ist retail sale of
such vehicle is not taxable under this subchapter by reason of
such use.

“(c) PARTS AND ACCESSORIES SOLD WITH TAXABLE PASSENGER
VEHICLE.—Parts and accessories sold on, in connection with, or
wi’ttl_z ;he sale of any passenger vehicle shall be treated as part of the
vehicle.

“(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 inserting “4001(d)”.

(2) Subsection (d) of section 4222 is amended by striking
“4002(b), 4003(c), 4004(a)” and inserting “4001(d)”.

(3) The table of subchapters for chapter 31 is amended by
striking the item relating to subchapter A and inserting the fol-
lowing:

“Subchapter A. Luxury passenger vehicles.”

(¢) EFFECTIVE DATE.—The amendments made by this section
shall take effect on January 1, 1993, except that the provisions of
section 4001(e) of the Internal Revenue Code of 1986 (as amended
b}j{ sibsection (a)) shall take effect on the date of the enactment of
this Act.

SEC. 13162. EXEMPTION FROM LUXURY EXCISE TAX FOR CERTAIN
EQUIPMENT INSTALLED ON PASSENGER VEHICLES FOR
USE BY DISABLED INDIVIDUALS.

(@) IN GENERAL.—Paragraph (3) of section 4004(b) (relating to
separate purchase of article and parts and accessories therefor), as
in effect on the day before the date of the enactment of this Act, is
amended—

(1) by striking “or” at the end of subparagraph (A),
© (2) by redesignating subparagraph (B) as subparagraph

(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 individual with a disability
to operate the vehicle, or to enter or exit the vehicle, by com-
pensating for the effect of such disability, or”, and
(4) by inserting after subparagraph (C) the following flush

sentence: o .

“The price of any part or accessory (and its installation) to
which paragraph (Ifdoes not apply by reason of this pa”ragraph
shall not be taken into account under paragraph (2)(A).
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(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.

(c) PERIOD FOR FILING CLAIMS.—If refund or credit of any over-
payment of tax resulting from the application of the amendments
made by this section is prevented at any time before the close of the
1-year period beginning on the date of the enactment of this Act by
the operation of any law or rule of law (including res judicata), re-
fund or credit of such overpayment (to the extent attributable to
such amendments) may, nevertheless, be made or allowed if claim
therefor is filed before the close of such 1-year period.

SEC. 13163. TAX ON DIESEL FUEL USED IN NONCOMMERCIAL BOATS.

(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-powered train, or a diesel-powered boat”.

(2) Paragraph (1) of section 4041(a) is amended—

(A) by striking “diesel-powered highway vehicle” each
place it appears and inserting “diesel-powered highway ve-
hicle or diesel-powered boat”, and

(B) by striking “such vehicle” and inserting “such vehi-
cle or boat”.

(3) Subparagraph (B) of section 4092(b)(1) is amended by
striking “commercial and noncommercial vessels” each place it
appears and inserting “vessels for use in an off-highway busi-
ness use (as defined in section 6421(e)(2)(B))”.

(b) EXEMPTION FOR USE IN FISHERIES OR COMMERCIAL TRANS-
PORTATION.—Subparagraph (B) of section 6421(e)(2) is amended to
read as follows:

“(B) USES IN BOATS.—

“G) IN GENERAL.—Except as otherwise provided in
this subparagraph, the term ‘off-highway business use’
does not include any use in a motorboat.

“(ii) FISHERIES AND WHALING.—The term ‘off-high-
way business use’ shall include any use in a vessel em-
ployed in the fisheries or in the whaling business.

“(iii) EXCEPTION FOR DIESEL FUEL.—The term ‘off-
highway business use’ shall include the use of diesel
fuel in a boat in the active conduct of—

“(D a trade or business of commercial fishing
or transporting persons or property for compensa-
tion or hire, and

“(I) except as provided in clause (iv), any
other trade or business.

“(tv) NONCOMMERCIAL BOATS.—In the case of ¢
boat used predominantly in any activity which is of a
type generally considered to constitute entertainment,
amusement, or recreation, clause (iii)(II) shall not
apply to—

“(I) the taxes under sections 4041(a)(1) and
4081 for the period after December 31, 1993, and
before January 1, 2000, and
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“I) so much of the tax under sections

4041(a)(1) and 4081 as does not exceed 4.3 cents

per gallon for the period after December 31, 1999.”

(c) RETENTION OF TAXES IN GENERAL FUND.—Subsection (b) of

section 9508 (relating to transfers to Leaking Underground Storage

Tank Trust Fund) is amended by adding at the end thereof the fol-

lowing new sentence: “For purposes of this subsection, there shall

not be taken into account the taxes imposed by sections 4041 and

§081 on diesel fuel sold for use or used as fuel in a diesel-powered

oat.”

(d) EFFECTIVE DATE.—The amendments made by this section

shall take effect on January 1, 1994.

PART VI-OTHER CHANGES

SEC. 13171. ALTERNATIVE MINIMUM TAX TREATMENT OF CONTRIBU.-
TIONS OF APPRECIATED PROPERTY.

(@) REPEAL OF TAX PREFERENCE.—Subsection (a) of section 57
(as amended by section 13113) is amended by striking paragraph
(6) (relating to appreciated property charitable deduction) and by re-
designating paragraphs (7) and (8) as paragraphs (6) and (7), re-
spectively.

(b) EFFECT ON ADJUSTED CURRENT EARNINGS.—Paragraph (4)
of section 56(g) is amended by adding at the end thereof the follow-
ing new subparagraph:

“(J) TREATMENT OF CHARITABLE CONTRIBUTIONS.—Not-
withstanding subparagraphs (B) and (C), no adjustment re-
lated to the earnings and profits effects of any charitable
contribution shall be made in computing adjusted current
earnings.”

(c) CONFORMING AMENDMENT.—Subclause (II) of section
53(d)(1)(B)(ii) (as amended by section 13113) is amended by striking
“(5), (6), and (8)” and inserting “(5), and (7)".

(d) EFFECTIVE DATE.—The amendments made by this section
shall apply to contributions made after June 30, 1992, except that
in the case of any contribution of capital gain property which is not
tangible personal property, such amendments shall apply only if the
contribution is made after December 31, 1992.

SEC. 13172. SUBSTANTIATION REQUIREMENT FOR DEDUCTION OF
CERTAIN CHARITABLE CONTRIBUTIONS.

(a) SUBSTANTIATION REQUIREMENT.—Section 170(f) (providing
special rules relating to the deduction of charitable contributions
and gifts) is amended by adding at the end the following new para-
graph:

“(8) SUBSTANTIATION REQUIREMENT FOR CERTAIN CON-

TRIBUTIONS.—

“(A) GENERAL RULE.—No deduction shall be allowed
under subsection (a) for any contribution of $250 or more
unless the taxpayer substantiates the contribution by a con-
temporaneous written acknowledgment of the contribution
by the donee organization that meets the requirements of
subparagraph (B).
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“(B) CONTENT OF ACKNOWLEDGEMENT.—An acknowl-
edgement meets the requirements of this subparagraph if it
includes the following information: o

“(i) The amount of cash and a description (but not
value) of any property other than cash contributed.

“(ii) Whether the donee organization provided any
goods or services in consideration, in whole or in part,
for any property described in clause (i). )

“(iii) A description and good faith estimate of the
value of any goods or services referred to in clause (ii)
or, if such goods or services consist solely of intangible
religious benefits, a statement to that effect.

For purposes of this subparagraph, the term ‘intangible re-
ligious benefit’ means any intangible religious benefit
which is provided by an organization organized exclusively
for religious purposes and which generally is not sold in a
commercial transaction outside the donative context.

“(C) CONTEMPORANEOUS.—For purposes of subpara-
graph (A), an acknowledgment shall be considered to be
contemporaneous if the taxpayer obtains the acknowledg-
ment on or before the earlier of—

“Gi) the date on which the taxpayer files a return
for the taxable year in which the contribution was
made, or

“(ii) the due date (including extensions) for filing
such return.

“(D) SUBSTANTIATION NOT REQUIRED FOR CONTRIBU-
TIONS REPORTED BY THE DONEE ORGANIZATION.—Subpara-
graph (A) shall not apply to a contribution if the donee or-
ganization files a return, on such form and in accordance
with such regulations as the Secretary may prescribe,
which includes the information described in subparagraph
(B) with respect to the contribution.

“(E) REGULATIONS.—The Secretary shall prescribe such
regulations as may be necessary or appropriate to carry out
the purposes of this paragraph, including regulations that
may provide that some or all of the requirements of this
paragraph do not apply in appropriate cases.”

(b) EFFECTIVE DATE.—The provisions of this section shall apply
to contributions made on or after January 1, 1994.

SEC. 13173 %IbSISgOSURE RELATED TO QUID PRO QUO CONTRIBU-

(a) DISCLOSURE REQUIREMENT.—Subchapter B of chapter 61
(relating to information and returns) is amended by redesignating
section 6115 as section 6116 and by inserting after section 6114 the
following new section:

“SEC. 6115. IQIIOSI$§OSURE RELATED TO QUID PRO QUO CONTRIBU-

. “(a) DISCLOSURE REQUIREMENT.—If an organization described
in section 170(c) (other than paragraph (1) thereof) receives a quid
pro quo contribution in excess of $75, the organization shall, in con-
nection with the solicitation or receipt of the contribution, provide
a written statement which— ’
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“(1) informs the donor that the amount of the contribution
that is deductible for Federal income tax purposes is limited to
the excess of the amount of any money and the value of any
property other than money contributedy by the donor over the
value of the goods or services provided by the organization, and

“(2) provides the donor with a good faith estimate of the
value of such goods or services.

“(b) QUID PRO QUO CONTRIBUTION.—For purposes of this sec-
tion, the term ‘quid pro quo contribution’ means a payment made
partly as a contribution and partly in consideration for goods or
services provided to the payor by the donee organization. A quid pro
quo contribution does not include any payment made to an organi-
zation, organized exclusively for religious purposes, in return for
which the taxpayer receives solely an intangible religious benefit
that generally is not sold in a commercial transaction outside the
donative context.”

(b) PENALTY FOR FAILURE T0 DISCLOSE.—Part I of subchapter
B of chapter 68 (relating to assessable penalties) is amended by in-
serting after section 6713 the following new section:

“SEC. 6714. FAILURE TO MEET DISCLOSURE REQUIREMENTS APPLICA-
BLE TO QUID PRO QUO CONTRIBUTIONS.

“(a) IMPOSITION OF PENALTY.—If an organization fails to meet
-the disclosure requirement of section 6115 with respect to a quid pro
quo contribution, such organization shall pay a penalty of $10 for
each contribution in respect of which the organization fails to make
the required disclosure, except that the total penalty imposed by this
subsection with respect to a particular fundraising event or mailing
shall not exceed $5,000.

“(b) REASONABLE CAUSE EXCEPTION.—No penalty shall be im-
posed under this section with respect to any failure if it is shown
that such failure is due to reasonable cause.”

(c) CLERICAL AMENDMENTS.—

(1) The table for subchapter B of chapter 61 is amended by
striking the item relating to section 6115 and inserting the fol-
lowing new items:

“Sec. 6115. Disclosure related to quid pro quo contributions.
“Sec. 6116. Cross reference.”

(2) The table for part I of subchapter B of chapter 68 is
amended by inserting after the item for section 6713 the follow-
ing new item:

“Sec. 6714. Failure to meet disclosure requirements applicable to
quid pro quo contributions.”
(d) EFFECTIVE DATE.—The provisions of this section shall apply
to quid pro quo contributions made on or after January 1, 1994.
SEC. 13174. TEMPORARY EXTENSION OF DEDUCTION FOR HEALTH IN-
SURANCE COSTS OF SELF-EMPLOYED INDIVIDUALS.
(a) IN GENERAL.— .

(1) EXTENSION.—Paragraph (6) of section 162(l) (relating to
special rules for health insurance costs of self-employed individ-
uals) is amended by striking “June 30, 1992” and inserting “De-
cember 31, 1993”, .

(2) CONFORMING AMENDMENT.—Paragraph (2) of section
110(a) of the Tax Extension Act of 1991 is hereby repealed.



152

(3) EFFECTIVE DATE.—The amendments made by this sub-
section shall apply to taxable years ending after June 30, 1992,
(b) DETERMINATION OF ELIGIBILITY FOR EMPLOYER-SPONSORED

HEALTH PLAN.— .

(1) IN GENERAL.—Paragraph (2)(B) of section 162(1) is
amended to read as follows:

“(B) OTHER COVERAGE.—Paragraph (1) shall not apply
to any taxpayer for any calendar month for which the tax-
payer is eligible to participate in any subsidized health
plan maintained by any employer of the taxpayer or of the
spouse of the taxpayer.”

(2) EFFECTIVE DATE.—The amendment made by paragraph
(1) shall apply to taxable years beginning after December 31,
1992

Subchapter B—Revenue Increases

PART I—PROVISIONS AFFECTING
INDIVIDUALS

Subpart A—Rate Increases

SEC. 18201. INCREASE IN TOP MARGINAL RATE UNDER SECTION 1.

(a) GENERAL RULE.—Section 1 (relating to tax imposed) is
amended by striking subsections (a) through (e) and inserting the
following:

“(a) MARRIED INDIVIDUALS FILING JOINT RETURNS AND SURVIV.
ING SPOUSES.—There is hereby imposed on the taxable 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 section 2(a)),
a tax determined in accordance with the following table:

“If taxable income is: The tax is:

Not over $36,900 ........cccoovereererenrrrrnnnen 15% of taxable income.

QOver $36,900 but not over $89,150 ...... 85,535, plus 28% of the excess over
36,900.

Over $89,150 but not over $140,000 .... $2g,165, plus 31% of the excess over
89,150.

Over $140,000 ...........oueceeeeneverenneann, $35,928.50, plus 36% of the excess over

$140,000.

“(b) HEADS OF HOUSEHOLDS.—There is hereby imposed on the
taxable income of every head of a household (as defined in section
2(b)) a tax determined in accordance with the following table:

“If taxable income is: The tax is:

Not over $29,600 ..............ocreveeneeenrnn. 15% of taxable income.

Over $29,600 but not over $76,400 ...... $4,440, plus 28% of the excess over
29,600.

Over $76,400 but not over $127,500 .... $17,544, plus 31% of the excess over
76,400.

Over $127,500 .........ocueeeeevercesiereeenas $33,385, plus 36% of the excess over
127,500.

“(c) UNMARRIED INDIVIDUALS (OTHER THAN SURVIVING
SPOUSES AND HEADS OF HOUSEHOLDS).—There is hereby imposed
on the taxable income of every individual (other than a surviving
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spouse as defined in section 2(a) or the head of a household as de-
fined in section 2(b)) who is not a married individual (as defined
inbiectzon 7703) a tax determined in accordance with the following
table:

“If taxable income is: The tax is:
Not over $22,100 .........oouveeeeverivreneeennnnns 15% of taxable income.
Over $22,100 but not over $53,500 ...... $3,315, plus 28% of the excess over
22,100.
Over $53,500 but not over $115,000 .... $12,107, plus 31% of the excess over
3,500.
Over $115,000 .........ccovemcmeevemrreereneenans 831,172, plus 36% of the excess over
$115,000.

“(d) MARRIED INDIVIDUALS FILING SEPARATE RETURNS.—There
is hereby imposed on the taxable income of every married individual
(as defined in section 7703) who does not make a single return joint-
ly with his spouse under section 6013, a tax determined in accord-
ance with the following table:

“If taxable income is: The tax is:
Not over $18,450 .........ooueveirvveveneann.. 15% of taxable income.
Over $18,450 but not over $44,575 ...... $2,7687f5% plus 28% of the excess over
Over $44,575 but not over $70,000 ...... $10£;8§.75'0, plus 31% of the excess over
Over $70,000 ........ccuvereeveveerioereevernannns $1 7,9&4.25, plus 36% of the excess over
$70,000.

“le) ESTATES AND TRUSTS.—There is hereby imposed on the tax-
able income of—
“(1) every estate, and
“(2) every trust,

taxable under this subsection a tax determined in accordance with

the following table:
“If taxable income is: The tax is: ]
Not over 81,500 ...........ccvvrrveeurrieareuenens 15% of taxable income.
Over $1,500 but not over $3,500 .......... $22‘15,50%lus 28% of the excess over
Over $3,500 but not over $5,500 .......... $7gg,,50%l.us 81% of the excess over
OUVEr $5,500 .....uooeeveeereenecreereeerrerrenns $1,4b5, .;Jlus 36% of the excess over
$5,500.”

(b) CONFORMING AMENDMENTS.— '
(1) Section 531 is amended by striking “28 percent” and in-
serting “36 percent”. .
(2) Section 541 is amended by striking “28 percent” and in-
serting “36 percent”.
(3)(A) Subsection () of section 1 is amended— _ _

(i) by striking “1990” in paragraph (1) and inserting
“1993”, and '

(ii) by striking “1989” in paragraph (3)(B) and insert-
ing “1992”. _

(B) Subsection (f) of section 1 is amended by adding at the
end thereof the following new paragraph:
“(7) SPECIAL RULE FOR CERTAIN BRACKETS.—

“(A) CALENDAR YEAR 199¢.—In prescribing the tables
under paragraph (1) which apply with respect to taxable
years beginning in calendar year 1994, the Secretary shall
make no adjustment to the dollar amounts at which the 36
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percent rate bracket begins or at which the 39.6 percent

rate begins under any table contained in subsection (a), (b),

(c), (d), or (e). o

“(B) LATER CALENDAR YEARS.—In prescribing tables
under paragraph (1) which apply with respect to taxable
years beginning in a calendar year after 1994, the cost-of-
living adjustment used in making adjustments to the dollar
amounts referred to in subparagraph (A) shall be deter-
mined under paragraph (g) by substituting ‘1993 for
‘1992’

(C) Subparagraph (C) of section 41(e)(5) is amended by
striking “1989” each place it appears and inserting “1992”,

(D) Subparagraph (B) of section 63(c)(4) is amended by
striking “1989” and inserting “1992”.

(E) Subparagraph (B) of section 68(b)(2) is amended by
striking “1989” and inserting “1992”.

(F) Subparagraph (B) of section 132(f)(6) is amended by
striking “ determined by substituting” and all that follows
do%n through the period at the end thereof and inserting a pe-
riod.

(G) Subparagraphs (A)(ii) and (B)(ii) of section 151(d)(4)
are each amended by striking “1989” and inserting “1992”.

(H) Clause (ii) of section 513(h)(2)(C) is amended by strik-
ing “1989” and inserting “1992”.

(4) Paragraph (3) of section 453A(c) is amended by adding
at the end thereof the following new sentence:

“For purposes of applying the preceding sentence with respect to

so much of the gain which, when recognized, will be treated as

long-term capital gain, the maximum rate on net capital gain

under section 1(h) or 1201 (whichever is appropriate) shall be

taken into account.”

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 1992.

(d) ELECTION TO PAY ADDITIONAL 1993 TAXES IN INSTALL-
MENTS.—

(1) IN GENERAL.—At the election of the taxpayer, the addi-

tional 1993 taxes may be paid in 3 equal installments.

(2) DATES FOR PAYING INSTALLMENTS.—In the case of any
tax payable in installments by reason of paragraph (1)—

(A) the first installment shall be paid on or before the
due date for the taxpayer’s taxable year beginning in cal-
endar year 1993,

(B) the second installment shall be paid on or before
the date 1 year after the date determined under subpara-
graph (A), and

(C) the third installment shall be paid on or before the
((an)te 2 years after the date determined under subparagraph

For purposes of the preceding sentence, the term “due date”
means the date prescribed for filing the taxpayer’s return deter-
mined without regard to extensions.

(3) EXTENSION WITHOUT INTEREST.—For purposes of section
6601 of the Internal Revenue Code of 1986, the date prescribed
for the payment of any tax payable in installments under para-
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graph (1) shall be determined with regard to the extension
under paragraph (1).

(4) ADDITIONAL 1993 TAXES.—

(A) IN GENERAL.—For purposes of this subsection, the
term “additional 1993 taxes” means the excess of—

(i) the taxpayer’s net chapter 1 liability as shown
on the taxpayer’s return for the taxpayer’s taxable year
beginning in calendar year 1993, over

(it) the amount which would have been the tax-
payer’s net chapter 1 liability for such taxable year if
such liability had been determined using the rates
which would have been in effect under section 1 of the
Internal Revenue Code of 1986 for taxable years begin-
ning in calendar year 1993 but for the amendments
made by this section and section 13202 and such li-
ability had otherwise been determined on the basis of
the amounts shown on the taxpayer’s return.

(B) NET CHAPTER 1 LIABILITY.—For purposes of sub-
paragraph (A), the term “net chapter 1 liability” means the
liability for tax under chapter 1 of the Internal Revenue
Code of 1986 determined—

(i) after the application of any credit against such
tax other than the credits under sections 31 and 34,
and

(ii) before crediting any payment of estimated tax
for the taxable year.

(5) ACCELERATION OF PAYMENTS.—If the taxpayer does not
pay any installment under this section on or before the date pre-
scribed for its payment or if the Secretary of the Treasury or his
delegate believes that the collection of any amount payable in
installments under this section is in jeopardy, the Secretary
shall immediately terminate the extension under paragraph (1)
and the whole of the unpaid tax shall be paid on notice and de-
mand from the Secretary.

(6) ELECTION ON RETURN.—An election under paragraph
(1) shall be made on the taxpayer’s return for the taxpayer’s tax-
able year beginning in calendar year 1993. )

(7) EXCEPTION FOR ESTATES AND TRUSTS.—This subsection
shall not apply in the case of an estate or trust.

SEC. 13202. SURTAX ON HIGH-INCOME TAXPAYERS.
(a) GENERAL RULE.— ‘

(1) Subsection (a) of section 1 (as amended by section
13201) is amended by striking the last item in the table con-
tained therein and inserting the following:

“Over $140,000 but not over $250,000 $3g,1928.50, plus 36% of the excess over

OUer $250,000 ..........oooooeeeeeerrrrerrrrrrrerien $75,528.50, plus 39.6% of the excess
over $250,000.”

(2) Subsection (b) of section 1 (as so amended) is amended
by striking the last item in the table contained therein and in-
serting the following:
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“ 127,500 but not over $250,000 $33,385, plus 36% of the excess over
Over § 127,500

....... , ’, lus 39.6% of the excess
Over $250,000 ..........cocovveeirnennnennnns $7§2%%f0 01;) u f over
(3) Subsection (c) of section 1 (as so amended) is amended
by striking the last item in the table contained therein and in-
serting the following:
“Over $115,000 but not over $250,000 $31,172, plus 36% of the excess over
$115,000.

OUEr $250,000 ......c.eceeeeeeeesreeererenereee 879,772, (frius 39.6% of the excess over
$250,000.”
(4) Subsection (d) of section 1 (as so amended) is amended

by striking the last item in the table contained therein and in-
serting the following:

“Over $70,000 but not over $125,000 .. $1 ;,7%630205, plus 36% of the excess over
Over $125,000 ......ccceereeeneereeerrerereee $37,764.25, plus 39.6% of the excess

over $125,000.”

(5) Subsection (e) of section 1 (as so amended) is amended
by striking the last item in the table contained therein and in-
serting the following:

“Over $5,500 but not over $7,500 ........ $1,405, plus 36% of the excess over
5,500.

Over 87,500 .......eeeeeeerevieenreeeeerenireennes $2,125, plus 39.6% of the excess over
$7,500.”

(b) TECHNICAL AMENDMENT.—Sections 531 and 541 (as amend-
ed by section 13201) are each amended by striking “36 percent” and
inserting “39.6 percent”.

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 1992.

SEC. 13203. MODIFICATIONS TO ALTERNATIVE MINIMUM TAX RATES

AND EXEMPTION AMOUNTS.
(a) INCREASE IN RATE.—Paragraph (1) of section 55(b) (defining
tentative minimum tax) is amended to read as follows:
“(1) AMOUNT OF TENTATIVE TAX,—
“(A) NONCORPORATE TAXPAYERS.—

“(i) IN GENERAL.—In the case of a taxpayer other
than a corporation, the tentative minimum tax for the
taxable year is the sum of—

“(I) 26 percent of so much of the taxable excess
as does not exceed $175,000, plus
“(II) 28 percent of so much of the taxable ex-
cess as exceeds $175,000.
The amount determined under the preceding sentence
shall be reduced by the alternative minimum tax for-
eign tax credit for the taxable year.

“(ii) TAXABLE EXCESS.—For purposes of clause (i),
the term ‘taxable excess’ means so much of the alter-
native minimum taxable income for the taxable year as
exceeds the exemption amount.

“(iit) MARRIED INDIVIDUAL FILING SEPARATE RE-
TURN.—In the case of a married individual filing ¢
separate return, clause (i) shall be applied by substitut-
ing ‘$87,500° for ‘$175,000’ each place it appears. For
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purposes of the preceding sentence, marital status shall

be determined under section 7703.

“(B) CORPORATIONS.—In the case of a corporation, the
tentative minimum tax for the taxable year is—

“() 20 percent of so much of the alternative mini-
mum taxable income for the taxable year as exceeds the
exemption amount, reduced by

“(ii) the alternative minimum tax foreign tax credit
for the taxable year.”

(b) INCREASE IN EXEMPTION AMOUNTS.—Paragraph (1) of sec-
tion 55(d) (defining exemption amount) is amended—

(1) by striking “$40,000” in subparagraph (A) and inserting
ot

2) by striking “$30,000” in subparagraph (B) and inserti
“$33,750”, and £rap &

(3) by striking “$20,000” in subparagraph (C) and inserting
“$22,500”.

(c) CONFORMING AMENDMENTS.—

(1) The last sentence of section 55(d)(3) is amended by
striking “$155,000 or (ii) $20,000” and inserting “$165,000 or
(ii) $22,500”,

(2)(A) Subparagraph (A) of section 897(a)(2) is amended by
striking “the amount determined under section 55(b)(1)(A) shall
not be less than 21 percent of” and inserting “the taxable excess
for purposes of section 55(b)(1)(A) shall not be less than”.

(B) The heading for paragraph (2) of section 897(a) is
amended by striking “21-PERCENT”.

(d) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 1992.
SEC. 13204. OVERALL LIMITATION ON ITEMIZED DEDUCTIONS FOR
HIGH-INCOME TAXPAYERS MADE PERMANENT.
Subsection (f) of section 68 (relating to overall limitation on
itemized deductions) is hereby repealed.
SEC. 13205. PHASEOUT OF PERSONAL EXEMPTION OF HIGH-INCOME
TAXPAYERS MADE PERMANENT. )
Section 151(d)(3) (relating to phaseout of personal exemption) is
amended by striking subparagraph (E).
SEC. 13206. PROVISIONS TO PREVENT CONVERSION OF ORDINARY IN-
COME TO CAPITAL GAIN.
(o) INTEREST EMBEDDED IN FINANCIAL TRANSACTIONS.—

(1) IN GENERAL.—Part IV of subchapter P of chapter 1 (re-
lating to special rules for determining capital gains and losses)
is amended by adding at the end the following new section:

“SEC. 1258. RECHARACTERIZATION OF GAIN FROM CERTAIN FINAN.
CIAL TRANSACTIONS.
“(a) GENERAL RULE.—In the case of any gain— _

“(1) which (but for this section) would be treated as gain
from the sale or exchange of a capital asset, and '

“(2) which is recognized on the disposition or other termi-
nation of any position which was held as part of a conversion
transaction, _ .

such gain (to the extent such gain does not exceed the applicable im-
putedg income amount) shall be treated as ordinary income.
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“(b) APPLICABLE IMPUTED INCOME AMOUNT.—For purposes of
subsection (a), the term ‘applicable imputed income amount’ means,
with respect to any disposition or other termination referred to in
subsection (a), an amount equal to—

“(1) the amount of interest which would have accrued on
the taxpayer’s net investment in the conversion transaction for
the period ending on the date of such disposition or other termi-
nation (or, if earlier, the date on which the requirements of sub-
section (c) ceased to be satisfied) at a rate equal to 120 percent
of the applicable rate, reduced by

“(2) the amount treated as ordinary income under sub-
section (a) with respect to any prior disposition or other termi-
nation of a position which was held as a part of such trans-
action.

The Secretary shall by regulations provide for such reductions in
the applicable imputed income amount as may be appropriate by
reason of amounts capitalized under section 263(g), ordinary income
received, or otherwise.

“(c) CONVERSION TRANSACTION.—For purposes of this section,
the term ‘conversion transaction’ means any transaction—

“(1) substantially all of the taxpayer’s expected return from
which is attributable to the time value of the taxpayer’s net in-
vestment in such transaction, and

“(2) which is—

“(A) the holding of any property (whether or not ac-
tively traded), and the entering into a contract to sell such
property (or substantially identical property) at a price de-
termined in accordance with such contract, but only if such
property was acquired and such contract was entered into
on a substantially contemporaneous basis, '

“(B) an applicable straddle,

“(C) any other transaction which is marketed or sold as
producing capital gains from a transaction described in
paragraph (1), or

_“(D) any other transaction specified in regulations pre-
scribed by the Secretary.
t_“(d) DEFINITIONS AND SPECIAL RULES.—For purposes of this
section—

“(1) APPLICABLE STRADDLE.—The term ‘applicable straddle’
means any straddle (within the meaning of section 1092(c)); ex-
cept ‘fhat the term ‘personal property’ shall include stock.

(2) APPLICABLE RATE.—The term ‘applicable rate’ means—

. “(A) the applicable Federal rate determined under sec-

tion 1274(d) (compounded semiannually) as if the conver-

ston transaction were a debt instrument, or
. “(B) if the term of the conversion transaction is indefi-
nite, the Federal short-term rates in effect under section

6621(b) during the period of the conversion transaction
(compounded daily).

“(3) TREATMENT OF BUILT-IN LOSSES.—
“(A) IN GENERAL.—If any position with a built-in loss
becomes part of a conversion transaction—
“() for purposes of applying this subtitle to such
position for periods after such position becomes part of
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such transaction, such position shall be taken into ac-

count at its fair market value as of the time it became

part of_such transaction, except that

“(ii) upon the disposition or other termination of
such position in a transaction in which gain or loss is
recognized, such built-in loss shall be recognized and
shall have a character determined without regard to
tl(zés; s%ction.

“ UILT-IN LOSS.—For purposes of subparagraph
(A), the term ‘built-in loss’ means the lossf Gf a};zy) ﬁ)hlgh
would have been realized if the position had been disposed
of or otherwise terminated at its fair market value as of the
time such position became part of the conversion trans-
action.

“(4) POSITION TAKEN INTO ACCOUNT AT FAIR MARKET
VALUE.—In determining the taxpayer’s net investment in any
conversion transaction, there shall be included the fair market
value of any position which becomes part of such transaction
(determined as of the time such position became part of such
transaction).

“(5) SPECIAL RULE FOR OPTIONS DEALERS AND COMMODITIES
TRADERS.—

“(A) IN GENERAL.—Subsection (a) shall not apply to
transactions —

“G) of an options dealer in the normal course of the
dealer’s trade or business of dealing in options, or

“(ii) of a commodities trader in the normal course
of the trader’s trade or business of trading section 1256
contracts.

“(B) DEFINITIONS.—For purposes of this paragraph—

“(1) OPTIONS DEALER.—The term ‘options dealer’
has the meaning given such term by section 1256(g)(8).

“(ii) COMMODITIES TRADER.—The term ‘commod-
ities trader’ means any person who is a member (or, ex-
cept as otherwise provided in regulations, is entitled to
trade as a member) of a domestic board of trade which
is designated as a contract market by the Commodity
Futures Trading Commission.

“(C) LIMITED PARTNERS AND LIMITED ENTRE-
PRENEURS.—In the case of any gain from a transaction rec-
ognized by an entity which is allocable to a limited partner
or limited entrepreneur (within the meaning of section
464(e)(2)), subparagraph (A) shall not apply if—

“()) substantially all of the limited partner’s (or
limited entrepreneur’s) expected return from the entity
is attributable to the time value of the partner’s (or en-
trepreneur’s) net investment in such entity, _

“(ii) the transaction (or the interest in the entity)
was marketed or sold as producing capital gains treat-
ment from a transaction described in subsection (c)(1),
or

“Giit) the transaction (or the interest in the entity)
is a transaction (or interest) specified in regulations
prescribed by the Secretary.”
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(2) CLERICAL AMENDMENT.—The table gf sections for part
IV of subchapter P of chapter 1 is amended by adding at the
end thereof the following new item:

“Sec. 1258. Recharacterization of gain from certain, financial
transactions.”

(3) EFFECTIVE DATE.—The amendments made by this sec-
tion shall apply to conversion transactions entered into after
April 30, 1993.

() REPEAL OF CERTAIN EXCEPTIONS TO MARKET DISCOUNT
RULES.—

(1) MARKET DISCOUNT BONDS ISSUED ON OR BEFORE JULY
18, 1984.—The following provisions are hereby repealed:

(A) Section 1276(e).

(B) Section 1277(d).

(2) TAX-EXEMPT OBLIGATIONS.—

(A) IN GENERAL.—Paragraph (1) of section 1278(a) (de-
fining market discount bond) is amended—

(i) by striking clause (ii) of subparagraph (B) and
redesignating clauses (iit) and (iv) of such subpara-
graph as clauses (it) and (iii), respectively,

(ii) by redesignating subparagraph (C) as subpara-
graph (D), and

(iii) by inserting after subparagraph (B) the follow-
ing new subparagraph:

“(C) SECTION 1277 NOT APPLICABLE TO TAX-EXEMPT OB-
LIGATIONS.—For purposes of section 1277, the term ‘market
discount bond’ shall not include any tax-exempt obligation
(as defined in section 1275(a)(3)).”

(B) CONFORMING AMENDMENTS.—

(i) Sections 1276(a)(4) and 1278(b)(1) are each
amended by striking “sections 871(a)” and inserting
“sections 103, 871(a),”.

(ii) Subparagraph (B) of section 1278(a)(4) is
amended by inserting before the period at the end
thereof the following: “or, in the case of a tax-exempt
obligation, the aggregate amount of the original issue
discount which accrued in the manner provided by sec-
tion 1272(a) (determined without regard to paragraph
(7) thereof) during periods before the acquisition of the
bond by the taxpayer”.

_ (3) EFFECTIVE DATE.—The amendments made by this sec-
tion shall apply to obligations purchased (within the meaning
of section 1272(d)(1) of the Internal Revenue Code of 1986) after
April 30, 1993.

(c) TREATMENT OF STRIPPED PREFERRED STOCK.,—

(1) 'IN GENERAL.—Section 305 is amended by redesignating
subsection (e) as subsection (f) and by inserting after subsection
(d) the following new subsection:

s “le) TREATMENT OF PURCHASER OF STRIPPED PREFERRED
TOCK.—

“(1) IN GENERAL—If any person purchases after April 30,
1993, any stripped preferred stock, then such person, while
holding such stock, shall include in gross income amounts
equal to the amounts which would have been so includible if
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such stripped preferred stock were a bond issued on the pur-
chase date and having original issue discount equal to the ex-
cess, if any, of—

“(A) the redemption price for such stock, over

. I:(B) the price at which such person purchased such
stock.
The preceding sentence shall also apply in the case of any per-
son whose basis in such stock is determined by reference to the
basis in the hands of such purchaser.

“(2) BASIS ADJUSTMENTS.—Appropriate adjustments to
basis shall be made for amounts includible in gross income
under paragraph (1).

“(3) TAX TREATMENT OF PERSON STRIPPING STOCK.—If any
person strips the rights to 1 or more dividends from any stock
described in paragraph (5)(B) and after April 30, 1993, disposes
of such dividend rights, for purposes of paragraph (1), such per-
son shall be treated as having purchased the stripped preferred
stock on the date of such disposition for a purchase price equal
to such person’s adjusted basis in such stripped preferred stock.

“(4) AMOUNTS TREATED AS ORDINARY INCOME.—Any
amount included in gross income under paragraph (1) shall be
treated as ordinary income.

“(5) STRIPPED PREFERRED STOCK.—For purposes of this
subsection—

“(A) IN GENERAL.—The term ‘stripped preferred stock’
means any stock described in subparagraph (B) if there has
been a separation in ownership between such stock and any
dividend on such stock which has not become payable.

“(B) DESCRIPTION OF STOCK.—Stock is described in this
subsection if such stock—

“(i) is limited and preferred as to dividends and
does not participate in corporate growth to any signifi-
cant extent, and

“(ii) has a fixed redemption price.

“(6) PURCHASE.—For purposes of this subsection, the term
‘purchase’ means—

“(A) any acquisition of stock, where

“(B) the basis of such stock is not determined in whole
or in part by the reference to the adjusted basis of such
stock in the hands of the person from whom acquired.”

(2) COORDINATION WITH SECTION 167(e).—Paragraph (2) of
section 167(e) is amended to read as follows:

“(2) COORDINATION WITH OTHER PROVISIONS.—

“(A) SECTION 273.—This subsection shall not apply to
any term interest to which section 273 applies.

“(B) SECTION 305(e).—This subsection shall not apply to
the holder of the dividend rights which were separated
from any stripped preferred stock to which section 305(e)(1)
applies.” .

(3) EFFECTIVE DATE.—The amendments made by this sub-
section shall take effect on April 30, 1993.

(d) TREATMENT OF CAPITAL GAIN UNDER LIMITATION ON IN-
VESTMENT INTEREST.—
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(1) IN GENERAL.—Subparagraph (B) of section 163(d)(4)
(defining investment income) is amended to read as follows:

“(B) INVESTMENT INCOME.—The term ‘investment in-
come’ means the sum of— .

“(i) gross income from property held for investment

(other than any gain taken into account under clause

()1), )

“(ii) the excess (if any) of— ‘
“(I) the net gain attributable to the disposition
of property held for investment, over
“(II) the net capital gain determined by only
taking into account gains and losses from disposi-
tions of property held for investment, plus
“(iti) so much of the net capital gain referred to in
clause (ii)(II) (or, if lesser, the net gain referred to in
clause (it)(I)) as the taxpayer elects to take into account
under this clause.”

(2) COORDINATION WITH SPECIAL CAPITAL GAINS RATE.—
Subsection (h) of section 1 is amended by adding at the end the
following new sentence:

“For purposes of the preceding sentence, the net capital gain for any
taxable year shall be reduced (but not below zero) by the amount
which the taxpayer elects to take into account as investment income
for the taxable year under section 163(d)(4)(B)(iii).”

(3) EFFECTIVE DATE.—The amendments made by this sub-
section shall apply to taxable years beginning after December
31, 1992,

(e) TREATMENT OF CERTAIN APPRECIATED INVENTORY.—

(1) IN GENERAL.—Paragraph (1) of section 751(d) is amend-
ed to read as follows:

“(1) SUBSTANTIAL APPRECIATION.—

“(A) IN GENERAL.—Inventory items of the partnership
shall be considered to have appreciated substantially in
value if their fair market value exceeds 120 percent of the
adjusted basis to the partnership of such property.

“(B) CERTAIN PROPERTY EXCLUDED.—For purposes of
subparagraph (A), there shall be excluded any inventory
property if a principal purpose for acquiring such property
was to avoid the provisions of this section relating to inven-
tory items.”

(2) EFFECTIVE DATE.—The amendment made by paragraph
g 10) sllgcgé apply to sales, exchanges, and distributions after April

Subpart B—Other Provisions

SEC. 13207. REPEAL OF LIMITATION ON AMOUNT OF WAGES SUBJECT
TO HEALTH INSURANCE EMPLOYMENT TAX.

(a) HOSPITAL INSURANCE TAX.—
(1) Paragraph (1) of section 3121(a) (defining wages) is
amended—

(A) by inserting “in the case of the taxes imposed b
sections 3101(a) and 3111(a)” after “(1)”, P Y
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_ (B) by striking “applicable contribution base (as deter-
mined under subsection (x))” each place it appears and in-
serting “contribution and benefit base (as determined under
section 230 of the Social Security Act)”, and
_ (C) by striking “such applicable contribution base” and
inserting “such contribution and benefit base”.

(2) Section 3121 is amended by striking subsection (x).

(b) SELF-EMPLOYMENT TAX.—

(1) Subsection (b) of section 1402 is amended—

(A) by striking “that part of the net” in paragraph (1)
and inserting “in the case of the tax imposed by section
1401(a), that part of the net”,

 (B) by striking “applicable contribution base (as deter-
mined under subsection (k))” in paragraph (1) and insert-
ing “contribution and benefit base (as determined under
section 230 of the Social Security Act)”,

(C) by inserting “and” after “section 3121(b),”, and

(D) by striking “and (C) includes” and all that follows
through “3111(b)”.

(2) Section 1402 is amended by striking subsection (k).

(c) RAILROAD RETIREMENT TAX.—

(1) Subparagraph (A) of section 3231(e)(2) is amended by
adding at the end thereof the following new clause:

“(iii) HOSPITAL INSURANCE TAXES.—Clause (i)
shall not apply to—

“(I) so much of the rate applicable under sec-
tion 3201(a) or 3221(a) as does not exceed the rate
of tax in effect under section 3101(b), and

“(II) so much of the rate applicable under sec-
tion 3211(a)(1) as does not exceed the rate of tax in
effect under section 1401(b).”

(2) Clause (i) of section 3231(e)(2)(B) is amended to read as
follows:

“G) TIER 1 TAXES.—Except as provided in clause

(ii), the term ‘applicable base’ means for any calendar

year the contribution and benefit base determined

under section 230 of the Social Security Act for such
calendar year.”
(d) TECHNICAL AMENDMENTS.— .

(1) Paragraph (1) of section 6413(c) is amended by striking
“section 3101 or section 3201” and inserting “section 3101(a) or
section 3201(a) (to the extent of so much of the rate applicable
under section 3201(a) as does not exceed the rate of tax in effect
under section 3101(a))”. ]

(2) Subparagraphs (B) and (C) of section 6413(c)(2) are
each amended by striking “section 3101” each place it appears
and inserting “section 3101(a)”. .

(3) Subsection (c) of section 6413 is amended by striking
paragraph (3). .

4) Sections 3122 and 3125 are each amended by strz“kzng
“applicable contribution base limitation” and inserting “con-
tribution and benefit base limitation”. ' )
(e) EFFECTIVE DATE.—The amendments made by this section

shall apply to 1994 and later calendar years.
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SEC. 13208. TOP ESTATE AND GIFT TAX RATES MADE PERMANENT.

(a) GENERAL RULE.—The table contained in paragraph (1) of
section 2001(c) is amended by striking the last item and inserting
the following new items:

“Over $2,500,000 but not over $1:$%2g,803b plus 53% of the excess over

$3,000,000. ,500, ,
Over 83,000,000 .........ccccooveuirvmiinrunanen $1,290,800, plus 55% of the excess over
$3,000,000.”

(b) CONFORMING AMENDMENTS.— )

(1) Subsection (c) of section 2001 is amended by striking
paragraph (2) and by redesignating paragraph (3) as para-
graph (2). .

(2) Paragraph (2) of section 2001(c), as redesignated by
paragraph (1), is amended by striking “($18,340,000 in the case
of decedents dying, and gifts made, after 1992)".

(3) The last sentence of section 2101(b) is amended by strik-
ing “section 2001(c)(3)” and inserting “section 2001(c)(2)".

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply in the case of decedents dying and gifts made after De-
cember 31, 1992.

SEC. 13209. REDUCTION IN DEDUCTIBLE PORTION OF BUSINESS
MEALS AND ENTERTAINMENT.

(a) GENERAL RULE.—Paragraph (1) of section 274(n) (relating
to only 80 percent of meal and entertainment expenses allowed as
deduction) is amended by striking “80 percent” and inserting “50
percent”.

(b) CONFORMING AMENDMENT.—The subsection heading for sec-
tion 274(n) is amended by striking “80” and inserting “50”.

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 1993.

SEC. 13210. FEEIJEIgIINATION OF DEDUCTION FOR CLUB MEMBERSHIP

(a) IN GENERAL.—Subsection (a) of section 274 (relating to dis-
allowance of certain entertainment, etc., expenses) is amended by
adding at the end thereof the following new paragraph:

“(3) DENIAL OF DEDUCTION FOR CLUB DUES.—Notwith-
standing the preceding provisions of this subsection, no deduc-
tion shall be allowed under this chapter for amounts paid or in-
curred for membership in any club organized for business,
pleasure, recreation, or other social purpose.”

(b) EXCEPTION FOR EMPLOYEE RECREATIONAL EXPENSES NOT
To AppLY.—Paragraph (4) of section 274(e) is amended by adding
at the end thereof the following: “This paragraph shall not apply for
purposes of subsection (a)(3).”

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to amounts paid or incurred after December 31, 1993.
SEC. 13211. DISALLOWANCE OF DEDUCTION FOR CERTAIN EMPLOYEE

REMUNERATION IN EXCESS OF $1,000,000.

(¢) GENERAL RULE.—Section 162 (relating to trade or business
expenses) is amended by redesignating subsection (m) as subsection
(n) and by inserting after subsection (1) the following new sub-
section:

“(m) CERTAIN EXCESSIVE EMPLOYEE REMUNERATION.—
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_ “(1) IN GENERAL.—In the case of any publicly held corpora-
tion, no deduction shall be allowed under this chapter for appli-
cable employee remuneration with respect to any covered em-
ployee to the extent that the amount of such remuneration for
the taxable year with respect to such employee exceeds
$1,000,000.

“(2) PUBLICLY HELD CORPORATION.—For purposes of this
subsection, the term ‘publicly held corporation’ means any cor-
poration issuing any class of common equity securities required
t‘;‘ ?géfglstered under section 12 of the Securities Exchange Act
o .

“(3) COVERED EMPLOYEE.—For purposes of this subsection,
the term ‘covered employee’ means any employee of the taxpayer

if—

“(A) as of the close of the taxable year, such employee
is the chief executive officer of the taxpayer or is an individ-
ual acting in such a capacity, or

“(B) the total compensation of such employee for the
taxable year is required to be reported to shareholders
under the Securities Exchange Act of 1934 by reason of
such employee being among the 4 highest compensated offi-
cer)s for the taxable year (other than the chief executive offi-
cer).

“(4) APPLICABLE EMPLOYEE REMUNERATION.—For purposes
of this subsection—

“(A) IN GENERAL.—Except as otherwise provided in this
paragraph, the term ‘applicable employee remuneration’
means, with respect to any covered employee for any taxable
year, the aggregate amount allowable as a deduction under
this chapter for such taxable year (determined without re-
gard to this subsection) for remuneration for services per-
form)ed by such employee (whether or not during the taxable
year).

“(B) EXCEPTION FOR REMUNERATION PAYABLE ON COM-
MISSION BASIS.—The term ‘applicable employee remunera-
tion’ shall not include any remuneration payable on a com-
mission basis solely on account of income generated directly
by the individual performance of the individual to whom
such remuneration is payable.

“(C) OTHER PERFORMANCE-BASED COMPENSATION.—The
term ‘applicable employee remuneration’ shall not include
any remuneration payable solely on account of the attain-
ment of one or more performance goals, but only if—

“() the performance goals are determined by a
compensation committee of the board of directors of the
taxpayer which is comprised solely of 2 or more outside
directors,

“(ii) the material terms under which the remunera-
tion is to be paid, including the performance goals, are
disclosed to shareholders and approved by a majority
of the vote in a separate shareholder vote before the
payment of such remuneration, and _

“(iii) before any payment of such remuneration, the
compensation committee referred to in clause (i) cer-
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tifies that the performance goals and any other mate-

rial terms were in fact satisfied.

“(D) EXCEPTION FOR EXISTING BINDING CONTRACTS.—
The term ‘applicable employee remuneration’ shall not in-
clude any remuneration payable under a written binding
contract which was in effect on February 17, 1993, and
which was not modified thereafter in any material respect
before such remuneration is paid.

“(E) REMUNERATION.—For purposes of this paragraph,
the term ‘remuneration’ includes any remuneration (includ-
ing 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, and

“(ii) any benefit provided to or on behalf of an em-
ployee if at the time such benefit is provided it is rea-
sonable to believe that the employee will be able to ex-
clude such benefit from gross income under this chap-
ter.

For purposes of clause (i), section 3121(a)(5) shall be ap-
plied without regard to section 3121(v)(1).

“(F) COORDINATION WITH DISALLOWED GOLDEN PARA-
CHUTE PAYMENTS.—The dollar limitation contained in
paragraph (1) shall be reduced (but not below zero) by the
amount (if any) which would have been included in the ap-
plicable employee remuneration of the covered employee for
the Ci;:axable year but for being disallowed under section
280G.”

(b) EFFECTIVE DATE.—The amendment made by subsection 