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I\UTilENTICAI"ED9 
U!:i. GOVERNMENT 

INFORMArlON 

GPO 

In the Senate of the United States, 
February 1, 2007. 

Resolved, rrhat the bill from the House of Representa­

tives (H.R. 2) entitled "An Aet to amend the Fair I_jahor 

Standards Aet of 1938 to proviue for an increase in the Feu­

eral minimum wage.", do pass with the following 

AMENDMENT: 

Strike out all after the enacting clause and insert: 

1 TITLE I-FAIR MINIMUM WAGE 
2 SEC. 100. SHORT TITLE. 

3 This title may be cited as the "Fair- J.l!finimum 1Vaye 

4 Act r~f2007)). 



1 SEC. 101. MINIMUM WAGE. 

2 (a) JjV (}ENERAL.-Seci'ion 6(a)(1) qf' tlu;, Fwi1· La}JoT 

3 Sta·ndar-ds Act r~f 1.938 (2.9 US.C. 206(u)(1)) ·is o:rnenrlerl 

4 to rend as follows: 

5 "(_1) exce1Jt as otherurise p·ro'tFided ·1:n th·is section, 

6 not less than-

7 

8 

9 

10 

11 

12 

13 

"(A) $5.85 a·n ho1M ~ beg·inJI,ing on the GOth 

day after the date of enacttnent rf the Fa·ir- Min-

1:rn:u,m vFnge Act of 2007; 

"(B) $6.55 an. hour, be,q·inH'ing 12 'months 

after that 60th day; and 

"(C) $7.25 an hou.r·, begin.ning 24 months 

after that 60th day;". 

14 (h) EFFEC1'IVE DA1'E.-1"7te amtendment ·made by sub-

15 section (a) shall take effect 60 days ufte?" the date rf enact-

16 ment o.f'this Act. 

17 SEC. 102. APPLICABILITY OF MINIMUM WAGE TO THE COM-

18 

19 

MONWEALTH OF THE NORTHERN MARIANA 

ISLANDS. 

20 (a) IN GENERAL.-Sech:rm 6 r~f' the Fwir Labrn· Stand-

21 ar·ds Act of 1938 (2.9 U.S.C. 206) shalZ apply to the Com-

22 ·monwealth of the JVorthern Jl!fa:l"':a-na Islands. 

23 (b) 'PRAi'v.SI'l'TON.-l'·lotwuhstanrhnu subsection (a), the 

24 ·Jwi·n:i·m.uu~o wage a.ppl.'icable to the Com:nw·uwealth qf' the 

25 Nodhern Mm"iana Isla:nrls 1tnder sedio'll 6'(a)(J) r~f' the Fa·ir 
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3 

1 Labo'l' Sta:ndanls Act r~f' 1fJ88 (2.1J U.S.C. 20fi(a)(1)) shall 

2 be-

3 (1) $3.55 an ho·ur~ beg1>nning on the 60th rlay 

4 after the date of enactment of th·is Act; and 

5 (2) intr-eased by $0.50 an hmtr- (or such lesser· 

6 amou.nt as rnay be necessar·y to equal the ·rn·inimnm 

7 wage nnder- settion 6(o)(1) r~f such Ad), beyinniny 6 

8 months after- the date of enactm,ent r~f th,is Act o:nrl 

9 every 6 months thereafter· until the mtn'tmum wage 

10 npplicable to the Commwnwenlth ~f the No·rthern MaT-

11 ian(), Islands undeT this S'ttbsection is equal to the 

12 rm:n1:murn wage set forth ,i·n such sect?:on. 

13 TITLE II-SMALL BUSINESS TAX 
14 INCENTIVES 
15 SEC. 200. SHORT TITLE; AMENDMENT OF CODE. 

16 (a) SHORT TITLE.-ThJs t·itle rnay be cited as the 

17 ((S·mall B1tsiness a:nd 1Vork Oppor-tun·ity Act (~f 2007". 

18 (b) AIIIENDJllENT OF 1!J86" CODE.-Except as othe-1·w•ise 

19 expressly pr-ovided, whenever in th,is t'itle an amen,d:rnent 

20 o-r r-epeal is e:x:pressed in tenns (~fan o:menrlrnent to, 01" n :-

21 peal qf, a section or other prov,is·ion, the refennce shall be 

22 considen~d to be nwde to a section or other pmuision ~~t the 

23 Internal R evenue Code (~f 1.986. 
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1 Subtitle A-Small Business Tax 
2 Relief Provisions 
3 PART I-GENERAL PROVISIONS 

4 SEC. 201. EXTENSION OF INCREASED EXPENSING FOR 

5 SMALL BUSINESSES. 

6 Sect?:on .179 (relah>nq to eZed·irm to e:x:pense ce·rta1>n de-

7 prec'iable business assets) 'is am.ended by strik'ing ''201 0)) 

8 h l 't d . t ' ''2011)) eac , p ,ace ~, appew·s an 't:nser .1:nq ~ . . . 

9 SEC. 202. EXTENSION AND MODIFICATION OF 15-YEAR 

10 

11 

STRAIGHT-LINE COST RECOVERY FOR QUAL/-

FlED LEASEHOLD IMPROVEMENTS AND 

12 QUALIFIED RESTAURANT IMPROVEMENTS; 15-

13 YEAR STRAIGHT-LINE COST RECOVERY FOR 

14 CERTAIN IMPROVEMENTS TO RETAIL SPACE. 

15 (a) EXTENSION OF LEASEHOLD ~1.7'/IJ RE8TAL'RAlv'T l il!J-

16 PROVEMENTS.-

17 (1) JjV GENERAL.-Clau.ses (iv) o:nd (u) r~l sectio·n 

18 168(e)(3)(E) (nlat·ing to 15-year pToperty) are each 

19 arnenderl by st-riking ((Jam.t.a:J"y 1, 2008)) and ·inse·rt-

20 ing ((Apr··il1, 2008)). 

21 (2) EFFECTH~E DATE.-The a:tneuduum.t 'tnade by 

22 th·is sub.w~cfrion shall ap]Jly to pmJN1·ty placed ·in se1 ·v-

23 ·ice qfie·r Decem.lH~T .!J1, 2007. 
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1 (b) Jl!ODIF'Ic'ATIOJ\' 0/i' TREATMENT OF QU"IUJi'IED 

2 RESTAURA]Il1' PROPERTY AS 15-YEAR PROPERTY Ji'OR PUR-

3 POSES OF' DEPRECIA'J'ION DEDUCTION.-

4 (1) TREATMENT TO INCLUDE lVEY.l C(X''I'STRUC-

5 TION.-Pur-agraph (7) of sect?:on 168(e) (r-elat?:ng to 

6 classification of property) is artnended to Tead as fol-

7 lotus: 

8 ''(7) QUALIFIED RESTAURANT PROPERTY.-The 

9 term 'qtwlified r-esta1tmmt pmper·ty' means r1ny sec-

10 t1:on 1250 pmper-ty wh1:ch is n lnn:lrb:ng (o'Y' -its stru,c-

11 tur-al components) or an improvement to S'UCh build-

12 ing if mor·e than 50 pe1·cent of such bwild1:ng's squa're 

13 footage is devoted to prepar-ation of, and seating for-

14 on-pr-em1:ses consumptio'n o.f; prepared 'Yneals. ". 

15 (2) EFF'EC'l'IVE DATE.-The amendment made by 

16 this subsect?:on shall apply to any pmpeTty placed 1:n 

17 service after the date of the enactn,wnt of th,is Act, the 

18 on:m:nal 1tse of wh,ich begins with the ta:x:paye1· a:fte'r 

19 sttch date. 

20 (c) RECOVERY PERIOD FOR DEPRECIATION OF' CER-

21 TAIN lMPROVEJIEiVTS TO RETAIL SPACE.-

22 (1) 1.5-YEAR RECOl'ERY PERJOD.-Sect1:on 

23 168(e)(3)(E) (r-elat'ing to 15-year pmpeTty) is mnend-

24 ed by str·iking ''and" at the end of danse (vii), by 

25 sh·1:ki-ng the per'iorl nt the enrl of dause (tYi'i'iJ aud 'in-
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1 se·rt·iu,q ", and", and by adrh>nq at the end the fol-

2 latc'ing ·new clause: 

3 "(r::r) any q1wl1f1:ed r·etail r>mp1'ove·m.e·nt 

4 pr·ope·rty placed in serv·ice befm·e Ap·ril 1, 

5 2008. ". 

6 (2) QUALIFIED RE'l'AIL L/IIJPROFEMEN'l' PROP-

7 ERTY.-Section 168(e) is (~mended by addiny at the 

8 end the jollmm>ng ne-w pu:mgmph.: 

9 "(8) QUALIFIED RE1'AIL IMPROl1EMEN1' PROP-

10 ERTY.-

11 (((A) IN (}ENERAL.-The term (qualij~ed r-e-

12 ta,il ·irnprovernent pmper·ty' rnean.s any r:rnpmve-

13 tnent to an interior portion of a bu·ilding which 

14 r:s rwn:res·idential real prope·rty 1j-· -

15 ((('i) such por-t·ion is open to the gener-al 

16 p·ublic and Lc; used ·in the Tetar:Z t1·ade OT 

17 bus·iness of sell-ing tm1.g·ible pe·rsonal prop-

18 erty to the gener·al p·ublic, and 

19 " ( i i) such ·i·m.provernent ·is placed ·in 

20 seTtn:ce mm·e than 3 year-s l~fter· the date the 

21 bu:ild1>ng was ft>rst pla.ced ·in ser"u·ice. 

22 (((B) lMPROVElVJEN'l'S MADE BY OWNER.-]n 

23 the case qf an ·imp·rovemeut made by the ou.mer 

24 of snch impmvement, su.ch impmvement shall be 

25 q11.al·1;fi:ed retu:il ·impnrvem.rmt vmpeTty (if at o.ll) 
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1 only so long as s'llch 'im,p'I'O'Ue111ent 'is held by such 

2 owner. Rules S'im,'ilar to the rules unde·r paTo.-

3 graph (6)(B) shall apply fm· JYIL1'poses ~~f' the pre-

4 ceding sentence. 

5 (((G) CERTAIN DIPROVEMENTS NOT IN-

6 CLUDED.-Such terrn shall not 1>nclude any ~rn-

7 pmvement for which the e:x:penditun is attrib-

8 utable to-

9 (((i) the enlargement of the bu/ild,ing, 

10 '' (ii) any eleva toT oT escnlrdm~ 

11 (((iii) any stTuctuTal component bene-

12 j?:tt1:ng a cormnon area, m· 

13 (((iv) the internal st?"Uctttral framework 

14 of the bu1:lding. ". 

15 (3) REQUIREMENT TO USE S'l'RAIGHT LINE 

16 METHOD.-Section 16B(h)(3) 1:s a:mended by adchnq 

17 at the end the following new subpaTa,_gTaph: 

18 (((I) Qual~(ied reta1:l 1>mpro·ue'rnent property 

19 described in s·ubsect,ion (e)(8). ". 

20 ( 4) AL'l'ERNATn,'E SYSTEJ1.-17te table conta1:ned 

21 'in section 168(g)(3)(B) is arnen,ded by ·inserting qfter 

22 the 1:tem relating to snbpam.graph (E)(m:i1) the fol-

23 loun>ng ne·w itern: 

"(E)(ix) ...... .. ........................................... ........... ...... ............................... 39". 
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1 (!J) EFFEC'l'IllE !U 'l'E.-The U:1ne11dnu~nts ·1nar/e 

2 by this sed'ion shall apply to pTope'l ·ty placed 'in serv-

3 in-; u:fler the date (~f' the enadment 4 thL<> /let. 

4 SEC. 203. CLARIFICATION OF CASH ACCOUNTING RULES 

5 FOR SMALL BUSINESS. 

6 (a) CASH ACCOUNTI!I'(} PERMITTED.-

7 (1) IN GENERAL-Section 446 (relatiny to gen-

8 era} rule for rnethods (~f accfrunt·ing) 'is mnet1.rlerl 7Jy 

9 wlri'inq at the end the ji;llowing new S'llbsect·ion: 

10 ''(y) CERTAIN S.VIALL BUSINESS 'I'AXPAYERS PER-

11 MI'l'TED rpo USE CASH ACCOUN'l'TNG JIIIETHOD WI'l'HOU'l' 

12 LI:VJITA'l'J()JV.-

13 "(1) IN GENERAL-An eliqible taxpayer shall 

14 not 7Je ·requ1:red to use an acc'rnal m.ethod of account-

IS 'ing for any taxable year·. 

16 ''('2) ELJCHBLE 1/ LYPAYER.-For purposes of th'l;s 

17 subsect·ion, a taxpaye1' 'is an el·igible ta:x;payer w'ith ·re-

18 spect to any ta:x;able yewr '~f-· -

19 " (A) fbT each (~!' the pT·ior ta.xable yea:rs end-

20 1>ng on m· ufter the date of the en.actment (~f' th1:s 

21 su.bsect·ion, the ta:x;pa,ye·r (or wny p·redecessm) 'lnet 

22 the gnJss Te(;eipts test in 11ff'ect under section 

23 418(c) fo-r s·u.ch ta:x:able yea·r~ and 

24 "(B) the ta:.qwyer is not s·ul~ject to section 

25 44 ?' (}'t' 448. ". 
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2 

3 

4 

5 

6 

(2) EJ..P"'Jl\\"fJON OF' GROSS RECEIPTS 'l'ES'J'.-

(A) IN GKVERAL.-Paragraph (3) of sect'ion 

not 1nor-e than $5,000,000) 'is an~ended to read as 

follows: 

(((3) ENTITIES MEETING GROSS RECEIPTS 

7 TEST.-Pnr-agr-aphs (1) and (2) (~f S'Ubsection (a) shall 

8 not apply to amy co'rpor-ah:on or parinershiip for- any 

9 taxable year if, .f(Jr· each of the pr'ior- taxable yeans 

10 ending on or- ajte1· the dnte of the enactment of the 

11 Sma,ll Business and 1Vmk Oppor-tunity Act of 2007, 

12 the entity (or any pr-edecessm) met the gross 1·eceipts 

13 test in effect under- subsection (c) for- such pr-io1· tax-

14 able year.". 

15 

16 

17 

18 

19 

(B) CONFORMING AlVJENDMENTS.-Section 

448(c) of such Code 1:s amended-

( ') b t 'k. (($", 000, 000" th 'L y S 'f"L 'L'II,Y ._, 'tn ,e 

head1:n,q the1·eo,f; 

(i'i) by striking (($5, 000, 000" each 

20 JJlace it uppenr-s 1:n par-agraph (1) and in-

21 se?'ting (($1 0, 000, 000", and 

22 (iii) by (Uldiny at the end the .frJlZowing 

23 netu paro,r;mph: 

24 (((4) fl·lF'LJLTTON ADJUST1'r!E1VT.-Jn the mse (~f 
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1 2008, the rlollwr {),'/'J'W'Imt crm.twiued 'l:n pa'l·a.rrmph (_1) 

2 shall be 'incTeased by CU't amount equal to-

3 "(A) s'ltch dollar· amount, nmltipl1:ed by 

4 "(B) the cost-of-l'iving a,c~just'tnent deteT-

5 m.ined ·1tndeT section 1 (f) (.3) fur- the calendw· year· 

6 in which the taxable yew· begins, by s1..r.bst'duting 

7 (calendar year- 2007' fur- (r.;alendar year- 1992' in 

8 su.7Jpar'(J,gr'(J,ph (B) thereof 

9 If any amount as adj-usted 1tnder this subparagmph 

10 1:s not a multiple of $1 00, 000, such rJ/tn.ount shall be 

11 munded to the near-est m1tlt'iple of $100,000. ". 

12 (7J) CLARIFICATION OF LA'VENJ'ORY RULES FOR SMALL 

13 BUSINESS.-

14 (1) IN GJiJNJiJRAT.~.-Sect'ion 471 (nlat'ing to gen-

15 er·al rule for inventor-ies) is amended by r-edes'i.gnat'inq 

16 subsect-ion (c) as subsectiu·n. (d) a·nd by in.se'1·ting after 

17 subsect-ion (7J) the following new subsecf'ion: 

18 "(c) SJI.!f.ALL BusiNESS 'JjJXPAYERS NoT REQUIRED To 

19 USE lNVE.VJ'ORIES.-

20 (((1) IN CJEj\JERAI.~.-A qual1;{ied ta1:payer- shall 

21 not be 'requ-ired to use ·inventor"ies U'ndeT th·is sectio·n. 

22 ./(JT a taxable yeaT. 

23 "(2) TREAT.lJEJV'l' OF 'l'AA."PAYERS JVO'l' l.7SING JN-

24 VEJI'J'ORIES.-lf a q'ual~fied taxpayeT does not ·1tse in.-

25 veutor·ies wdh respect to an.y JYmperty fo-r any tn:x:u.lJle 
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1 year bem·nll/l:ng a:ftwr the date r?t the enact,ment of th·£s 

2 subsect,ion, S'uch prope'liy shall be tr-eated as a mate-

3 r1:al or- supply wh1:ch ic;; not 1:nc1:dental. 

4 ''(3) QUALIFIED TAXPAYER.-Fo-r purposes of 

5 th1:s s·ubsecf1:on, the ter·m 'qual1f1:ed taxpa,yer' means-

6 "(A) any elig1:ble taxpayer (as defined in 

7 section 446(g)(2)), and 

8 "(B) any taxpayer descn}Jed 'tn section, 

9 448(b)(3). ". 

10 (2) CONFORMING iLn.IENDMENTS.-

11 (A) Subpar·t D of pa.rt II of subchapter E 

12 of chapter 1 1:s amended by striking section 474. 

13 (B) rrhe table of sections for- subpart D of 

14 pa·rt II of sulJchapte1· E of chapte'r 1 1:s amended 

15 by strik·ing the dem r-elating to section 474. 

16 (c) EFFECTnTE DATE AND SPECIAL RULES.-

17 (1) Ix GEIVERAL.-The a'mend·ments made by 

18 this section shall apply to taxable years beqinn1:nq 

19 qfier the date of the enactment r~f this Act. 

20 (2) CHANGE IN METHUD UF ACCUUNTINU.-ln 

21 the case qj' any taxpayer chamg·i·n,g the taxpa.yer's 

22 method l?f a,cconn t1:ng ./(Jr- any taxable yectr- 'Under the 

23 mne·nclrnents nurcle by th,is section-

24 (A) s'/l,ch chanye shall be tnated as initiated 

25 by the ta:x:payer~ 
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2 

3 

4 

5 

6 

7 

8 

1~ 

(B) such change shall be treated as J·Hade 

urith the co·nse·J1.t r~f the Secreta·ry rd' the Treas1t'I'Y; 

and 

(C) the net airrWUiJ~t qf the adjust'ments re­

quired to be taken into acconnt by the tw.payer 

under sect'ion 481 of the In.te·J•nal Revenue Code 

of 1986 shall be taken into account over a per·iod 

(not greateT than 4 taxable yeaTs) beg'J>nm:ng 

9 with such taxable yea1·. 

10 SEC. 204. EXTENSION AND MODIFICATION OF COMBINED 

11 WORK OPPORTUNITY TAX CREDIT AND WEL-

12 FARE-TO-WORK CREDIT. 

13 (a) EX'l'ENSION.-Sect'ion 51(c)(4)(B) (1·elat·ing to tm·-

14 'Jm:nah:on) 'is mnended by sf1·1:king "200'?" and 'iuse·rhuq 

15 ''2012". 

16 (b) DVCRE.!lSE IN 111/lXJMUM AGE F'OR DESIGNJITEJJ 

17 C01VJMUKI1Y RESIJJENTS.-

18 (1) ]N GENERAL.-Pa-rctyraph (5) of sech:rrn 

19 51 (d) 'is amended to r-ead as follrnus: 

20 "(5) DESIUNATED COM.o/ITJNJTry RESTDEN'J'S.-

21 "(A) IN (}E.VER.1L.-'I'he te·rm. 'desigua.ted 

22 com11/.'ll?1.1:ty nsident' means any 1:nd1:1!1:dwJ.l ·who 

23 is ce·rt1fied by the designated local ugency-

24 "(i) as luFviny attained age 18 but not 

25 age 40 O'JJ, the h·iri'll.f) dale, mul 
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1 "(i'i) as ha'tYing his ]J'n:ncipal place qf' 

2 abode within an empowennent zo,ne, enter-

4 "(B) ]NJJIVJJJ[JAL MUST CONTINUE '1'0 RE-

5 SIDE IN ZONE OR COMMUNI'lT.-Jn the case £d' a 

6 des'ignated cornrnum:ty r-esident, the ter'?'n (qtral'i-

7 fied wayes' shall not indnde wayes paid o1· in-

8 C'Urnrl for· seTvices perjor"Ynerl wh1:le the 'inrl1:virl-

9 ual's pr·-inc-ipal place of a,bode is outs-ide an em-

10 power·rnent zone, enter-pr-1:se cormnundy, or- -re-

11 l "t " newa, comm-wm ,y. . 

12 (2) COJVFORJ!JING AME1VDMENT.-Subpaimgr-aph 

13 (D) of sect,ion 51 (d)(1) is amended to read as follows: 

14 "(D) a cles1:gnated cornrnunity 1·es1:dent, ". 

15 (c) CLARIFJCATIOl\T OF' TREATMENT OF ]NJJnTIJJUAL8 

16 UNDER lNDn1IDUAL lVORK PLANS.-Snbparagmph (B) qf' 

17 sect'ion 51 (d)(6) (r-elating to vocational r-ehabilitat'ion refeT-

18 'ral) 1:s a'me'nderl by strilc1:ng "or" at the end of clause (1:), 

19 by strik'ing the peT'iod at the end of clause (ii) and insert,ing 

20 (( " , OT , and by wllhng at the end the following new clwttse: 

21 

22 

23 

24 

tHR 2 EAS 
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1 Tespect to wh:1:clt the reqU?>reinents (~f' s1wh 

2 subsecf'ion are Inet. ". 

3 (d) 'TREATMENT UF DTSABJ.,J<;D 1'ETEK1NS UNDER THE 

4 1YORK OPPOR'l'Ul'I'I'l'Y 'I'AX CREJJIT.-

5 (1) DISilBLED VETERA1''lS 'l'REA TED J1S MEMBERS 

6 OF TARGETED GROUP.-

7 (fl) IN GENERAL.-8-ubpanJ,gr-aph (fl) qf 

8 section 61 (d)(.j) (relat ,ing to q1ud'1fierl veteran) is 

9 amended by i:it1···iking "agency ai:i being a member 

10 of n fa/rn ·£ly" and all that j(>llows and inseTting 

11 "agency as-

12 ''(!) being a mernbe·r of a fa,rn1:Zy receiv-

13 ·ing assistance under a food starnp pr'Ogr-arn 

14 u:nde·r the Food Starnp ilct of _1 !J 77 for- at 

15 least a 3-tnonth pe1·iod end·ing dttring the 

16 12-1nonth pe·r1:ocl end·inq on the h1:ring date, 

17 

18 

19 

20 

21 

22 

23 

24 

25 

OT 

''(1:i) ent?:tled to compe-r~csat?:on for- a 

sm·v·ice-connected d·isabildy ·incun·ed afteT 

September- J 0, 20()J. ". 

(B) DEFI.'I\7'l'TO.YS.-Paragraph (3) of sec­

tion 51 (d) is amendP-d by ailrhng at the end the 

follO'IAJ'ing ne·w S1J,bparag-raph: 

tHR 2 EAS 
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1 'se'rm:re-connp,cfed' have the 'merw.'i,ngs ,r]?>veu such 

2 te,rms under sect'ion 101 of t'itle 38, Underl 

3 States Code.". 

4 (2) LVCREASE IN .AMOUNT OF vCAGES TAKE.V I"YTO 

5 ACCOUNT FOR DISABLED l1ETERANS.-Pantqntph (3) 

6 of sect1:on 51 (b) is arnended-

7 (A) by inserting "($12,000 per· yp,ar in the 

8 cnse of amy ?>nrb>V?:duaJ who 1:s a qu.al?fied vetero/n 

9 by reason of subsection (d)(3)(A)(i'i))" before the 

10 period at the end, nnd 

11 (B) by str,iking "ONLY FIRST $6~000 OF" in 

12 the head1:ng amd 1:nserting "LIMITATION ON". 

13 (e) EFFEC'l'n'E DATE.-The amendments made by th,is 

14 sect1:on shall apply to ind'ividu,als who 7Jeg'in wmk fb1· the 

15 employer after the date of the enactment of th,is Act, 'in ta:x;-

16 able years enchng after· S'~tch date. 

17 SEC. 205. CERTIFIED PROFESSIONAL EMPLOYER ORGANIZA-

18 TIONS. 

19 (a) EMPLOYME.VT TAXES.-Chapter 25 (relat'ing to 

20 general p1·otn:s1:ons relat1:ng to ernploy'rnent ta:x:es) 1:s wm,end-

21 ed by adrl,ing at the end the following 'new sect'ion,: 

22 "SEC. 3511. CERTIFIED PROFESSIONAL EMPLOYER ORGANI-

23 ZATIONS. 

24 "(a) GENERAL RULES.-For purposes of the ta;;:;es, and 

25 othe,r olJl'igahons, i'mposerl 7Jy this snlJtdle-
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1 " ( 1) a cP'I'i'lfied JYI'r~f'ess'ioual etnployer O't·,qan?.za-

2 t'ion shall be treated as the e?'l'lployeT (and no other 

3 person shall be treated as the employer) r~f a·ny work 

4 S'ite e'mployee pe·tfbrtn'ing services fo'Y' any customer of 

5 such or:qanization, btd only with Tespect to nm·u:nent-

6 tion rern'itted by such mgan,izat-ion to such woTk s-ite 

7 employee, and 

8 ''(2) e.rclus'ions, defind,ions, and other r1tles 

9 which are based on the type of employer and which 

10 would (hut jbr 1Xt'mgnqJh ( 1)) apply shall apply with 

11 nspect to such ta.xes -imposed on such remunem,tion. 

12 "(b) SUCCESSOR EMPLOYER STATUS.-For purposes 

13 of sections 31.21 (a)(1), 3231 (e)(2)(C), and 3306(b)(1)-

14 "(1) a ce?·hfied vroj(~SS'iona,l ernployer· oryaniza-

15 t'ion enter-ing into a se?'V'ice contr-act with a customer 

16 w1:th Tespect to a WO'rk site ern.ployee shall be tr·eated 

17 as a successo'r en~ployer a:ncl the customer shall be 

18 tr-eated as a predecessor e·rnployer dun>ng the term. of 

19 s·u.ch ser-vice contnwt, and 

20 "(2) a custmnPT whose ser·m.ce contm.ct w1:th a 

21 ce?1;-~fied P'l'ofess'ional employer oTgan'izat1:on is termi-

22 nated ·with 1·espect to u. 'I.OuTk site employee shall be 

23 t·reated (J,S a sncces.'W'I' e'mployer a:nrl the ce·rt?j~erl pro-

24 fessional employm· 01 yanizu.tion. shall be treated as a 

25 p'redeeessm· e·JnployeT. 
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1 (((c) LIAJJTLT'l'Y OF' CERTJF'TED PROF'ESSTON"'lL Eill-

2 PLOYER 0RGA1\TIZA1'JO.V.-Solely for pu?·poses r~f' its l·iabil-ity 

3 .frJ?' the tu:x:es, and other- obZ?:.CJai?:ons, 1:·mposed by this 

4 subt,itle-

5 

6 

(((1) rJ, ceTi1f1:ed pnifessiunal employeT or:gam,za­

tion shall be t·reatecl as the etnployer of any inrh-

7 vid,u,a,l ( otheT than a wuTk site employee o1· a per-sun 

8 descT?}Jed in subsech:on, (f)) who is petfor-'rn.ing serv'ices 

9 coveTed by a contr-ad meet'ing the requ,ir-ements of sec-

10 t1:on 7706(e)(2), lnd only w1:th respect to ·mrnunera-

11 tion Temittecl by such OT.CJO:nization to such 'ind,ividual, 

12 and 

13 (((2) exclus·ions, definit,ions, and other· r·ules 

14 which ar·e based on the type of employe·r a·nd which 

15 would (but for pwragraph (1)) apply shall apply W'ith 

16 Tespect to s1tch taxes im7Josed on such reJ·J·J,n·ne?·at?:on. 

17 (((d) 'PREATMEJI.T OF CREDJTS.-

18 (((1) IN GENERAL.-Fo·r ]J'WIJJOses of a:ny C'l'ed-it 

19 spec,ified 'in par-agTaph (2 )-

20 (((A) such cndit w#h respect to a work s1:te 

21 employee pe·~form'ing serv·ices .fbr the customer 

22 aP1Jlies to the customer, not the cm·t~j?:erl p·ndP,s-

23 s1:onal e'mployer o·rgan'1:za6rm, 
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1 ''(B) the c·ltstc)lne·J~ aud ·not the cerhfied pro-

2 .fess·ional ernployer orga·nization, shall ta,ke ·into 

3 accO'unt wa,ges and em.ploY'rnent taa.:es-

4 ''(i) paid by the cert~fied profess·ional 

5 employer mganization with resped to the 

6 ·work s1:te e·m.ployee, and 

7 "(ii) for which the certified profes-

S s'ional em,ployer mgnn1:zation r-ecewes pay-

9 ment fr-om the customer~ and 

10 "(C) the cer-tified pm.fess?:mwl employer or--

11 gan:izrdion shall .f?.un·ish the customer- with any 

12 't>n:/{J'rtnah:on necesso:ry frn· the custome1· to cla1:m 

13 stwh cr-e(ht. 

14 "(2) CRRJJTTS SPFJ(!JJi'JRD.-A credit is spec1;j~ed 

15 tn th·is paragraph ·if such credit is allowed under-

16 "(A) sect·ion, 41 (credd fo·r inc1·eas1>ng ?·e-

17 sear-ch act·iv'ity), 

18 ''(B) sect·ion 45A (Indian e·rnploytnent ct·ed-

19 d), 

20 "(C) section 45B (cred1:t .for· po?'t1:on c~f e-m-

21 ploye·r soc·ial security taxes paid ·with Tespect to 

22 employee cash tips), 

23 "(])) sech:on 45(; (clin·ical test·ing e:x:penses 

24 for ce1·fain rlntqs for ru.?·e diseases oT conditions), 

25 "(E) sect-ion 61 (work opportun:dy c·red·d), 
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1 (((F) SPJ~h:rm 51A (ternprrrwry 'incent1>ves for 

2 employi-ng long-term fa'rwily ass'istance TeC'ip'i-

3 ents), 

4 (((G) secf'ion. 1396 (e'rnpower·nwnt zone em-

S ployment G1'edit), 

6 (((!-]) 1400(d) (DC Zone employment cred-

7 it), 

8 (((!) Sechon 1400H (renewal commun-ity 

9 employment cred-it), and 

10 ((( J) any other secf'ion as p·roV?:rlerl by the 

11 Secretary. 

12 (((e) SPECIAL RULE FOR RELATED PARTY.-rthis sec-

13 tion shaJl not amJly in the case of a customer 'Wh'ich bean 

14 a r-elationsh1:p to a cert?J?:ecl professional employer 01"f}ctniza-

15 tion described in sect,ion 267(b) or 707(b). For purposes of 

16 the pnced't:n,q sentence, such sect'ions shall be appl'ied by sub-

17 st,itut'in,g (1 0 percent' foT (50 percent'. 

18 (((f) SPECIAL RULE FOR CERTAIN lNDIVIDUALS.-For 

19 p~trposes of the ta:x:es 'imposed under this subtitle, an indi-

20 V1:dnal with net earm>ngs .fmm sel:{-ernpluyment der1:ved fmm 

21 the c~tstomer's t·rade or bus'iness is not a work s-ite employee 

22 with respect to remunendion paid by a cert~[ied pn~fes-

23 sional e'mploye·r organizat'ion. 
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1 "(q) REm 'LA 'J'IONS.-The Secreta,ry shall rwesc'r'l:lJe 

2 such regulat·ions as may be necessa,-ry OT approp'riate to 

3 carry o·ut the rmrposes r~f" this section. ". 

4 (b) CERTIFIED PROFESSIONAL EJ1PLOYER OIWANJZ;I-

5 TIOl'l DEPINED.-Chapter 7.9 (relat?:ng to def~nit?:ons) is 

6 CJ/Jnended by adding at the end the follmm>ng ne'w sect?:on: 

7 "SEC. 7705. CERTIFIED PROFESSIONAL EMPLOYER ORGANI-

8 ZATIONS DEFINED. 

9 ''(a) IN GENERAL.-Fur p1.trpuses of this title, the term 

10 'cert?j?:ed pndess,ional employer organ,-iznt'ion' rneans a per-

11 son who has been ce?'tifierl by the Secretar-y for- purposes 

12 r~f sect,ion 3!SJ J as rneet·ing the r-eqtt1:r-ernents of s·uhsection 

13 (b). 

14 "(b) GRNRR.AJ, RRQUTRRMRNTS.-il per-son rneets the 

15 r-eq11/ir-ements of this subsect·ion if such pe1·son-

16 "(1) de·monstr-ates that such person (and wny 

17 o·w,ner, officeT~ and such other- persons as 'may be spec-

18 'Jfied 1:n requlat?:o·ns) ·meets such nqu.'ir-ements as the 

19 Secretwy shall establish with respect to ta:x: status, 

20 backgmund, e1;per1:ence, business location, anrl U11:11i1Wl 

21 .f~na/nc'ial audits, 

22 "(2) computes its taxable income ·ustnq an a.c-

23 t'rual 'Jnethorl r~f acco?lnt·i·ng u.nless the Secretnr-y ap-

24 }.J?"()Ves another method, 
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1 "(1) o.,rrrees that ,d tm:zz sati.~fy the bond and 

2 independent fina·J~.e'ial review 'l·eqwir-e·me-nts of sub-

3 section (c) on an onqm:ng btts?·s, 

4 '' ( 4) agrees that it will sat·isfy such repori'ing ob-

5 ligations as may be imposed by the Secretury, 

6 "(5) agrees to ve·r4y on stwh per·iodic basis as the 

7 Secr-etary may prescribe that it contin·rtes to meet the 

8 Teqm>rem.ents of th·is suJJsectoion, and 

9 "(6) agrees to not·ify the Secretary tn writ·ing 

10 with1:n such tiu1.e as the Secretmry rnay prescribe of 

11 any change that materially affects whether it con-

12 f'l>nues to ·meet the requ/1:r-ernents of th1:s subsect?:on. 

13 "(c) BOND AND llv7JEPENDENT FINANCIAL REVIEW RE-

14 QUTRE,V/ENTS.-

15 "(1) IN GE1YERAL.-An or:gan·ization ·meets the 

16 1·eq1Fi1·wments qf' th.'is pa·rag1nph 1;t' such or-,qanizat?:on-

17 "(A) 'Jneets the bond requ·irernents of para-

18 gniph (2), and 

19 "(B) ·meets the ·independent financial review 

20 r·equ1:rements (~l!Htragru.ph (3). 

21 "(2) BOND.-

22 "(il) [I,T GE."f\TERAL.-A cert?fied pn~fessional 

23 

24 

25 

tHR 2 EAS 

employer O'l:ga:wization ·meets the 'l'equir-ements qf 

this pamgmph ~f the m:ganization has posted a 

bond fo·r the pa);uwnt r~f' taxes undeT s·ubtdle C 



22 

1 (in a .f(wm acceptable to the Sec'retary) 'in an 

2 mno'wnt at least eq1wl to the anwwnt spec·~tied in 

3 subpwragmph (B). 

4 "(B) AJlfOUl'n' OF BOND.-Fo1· the pe·riod 

5 Apr·il 1 of any calendar year thm·u,qh llfan;h 31 

6 of the following calendar yea·r~ the amount of the 

7 bond reqttired is equal to the ,qreate1· o.f-

8 (((i) 5 percent of the m~gan1:zat'ion's li-

9 abil,ity ·under section 3511 for taxes 'imposed 

10 by subtitle C during the precerl'ing calenrla:r 

11 year (but not to exceed $1,000,000), or 

12 "(i'l) $50,000. 

13 "(3) lNDEPENDEN'l' FINANCIAL REVIEW REQUIRE-

14 MFJNTS.-A ceTt1jied projess1:onal employe·r o·rgan:iza-

15 tion meets the requir-ements of this paragraph ~I' S1lch 

16 organizat?:on-

17 "(A) has, as of the nwst recent review date, 

18 caused to be prepared and provided to the Sec-

19 1·etary (in such manne'f' as the Secretary ·n'l.ay 

20 prescn:be) an op1:nion (~fan independent ceri~f1.ed 

21 publ·ic accountant that the ceTt·~fied p·rofess·ioual 

22 employer oryanization 's financial statem.ents are 

23 pTesm·der.l fa:iTly ·in. acconla:nce ·with qenerally ac-

24 cepted accmmtiny principles, u:nd 
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1 ''(B) JYI'OVides, n.ot later than the last day (~t 

2 the second 'month begin'JVing after the end of each 

3 calendar quarter~ tv the Sem·etar·y .from an inde-

4 pendent cert·ified public accountant an asser-tion 

5 1·ega1·ding Federal employment tax payments 

6 and an exatnination level attestat1:on on such as-

7 se1·tion. 

8 SurA assert,£on. shall state that the organization has 

9 withheld and made deposits of all taxes imposed by 

10 chapter-s .21, .2.2, and .24 of the Internal Revenue Code 

11 in accor-dance W'ith r-eg·ula.tions ·imposed by the Sec-

12 r-eta·ry frrr such calendar· quar-te1· and such examina,-

13 t·ion level attestat·ion shall state that such assertion is 

14 fa:£dy stated, 1:n all Tnaten:al respects. 

15 "(i) CONTROLLED GROUP RULES.-F'or purposes 

16 r~t the reqn1:·re·ments of paragr'Ctphs (.2) and (3), all 

17 ]Jn~fess·ional emzJloyer- organizations that are member-s 

18 r~t a controlled ,qmup within the mea·ning of sect?:ons 

19 414(b) and (c) sha.ll be treated as a single m:qan:iza-

20 t?:on. 

21 ''(5) FAILURE TO FILE ASSERTIOI\T L'LVD ATTESTA-

22 TIOX.-lf the ceTt?f£ed pmfessional ernployer organi-

23 zahun . ./(1:ils to file the assert·ion and attestation re-

24 qui nod by par-u.yntph (3) with respect to any calendar-

25 quo:rter, theu the Teq11:£rmnents of pa.rngraph (.1) wdh 
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1 ·respect to STt.ch fo,?:Z.wre shall be tYeaterl a.s not .•w.t't4iierl 

2 faT the pe·riod be,q'i-nni·ng on the due date .fbT such at-

3 testation. 

4 (((6) REVIEW DATE.-For p·urposes of pa:ragn.tph 

5 (3)(A), the r-eview date shall be 6 months U:fte1· the 

6 cmnpletion of the organiza.tion 's .f1:scal year-. 

7 a( d) SUSPENSION AND REVOCATION .ilUTHORTTY.-Tlw 

8 8ec1·etary rn.ay suspend or- r-evoke a cer-t1j1:cation of any per-

9 son under- S'I.Wsectwn (b) for p·urposes of section 3511 if the 

10 Secretar-y rletenn1:nes that such per-son 'is not sat·isfyin.g the 

11 representations or r·eq'wirements of subsect'ions (b) or (c), or 

12 fa·t:ls to satisfy applicable accou.nt·ing, -repo-rting, paym.ent, 

13 or· deposd r-equirements. 

14 (((e) WORT\ ST'l'R EMPJ,OYRR.-For pu:tposes of this 

15 title-

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(((1) IN GENERAL.-rPhe terrn 'w(n·lr. sde em­

ployee' means, w-ith respect to a ce1·t~{ied professional 

employer o1·gan1:zation, an i·ndi·m:dual who-
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1 "(2) SERVICE CONTRACT REQ[JJREMEJ'v''J'S.-A 

2 rontmd ·meets the require·ments of th·is paragraph 

3 ·tm:th respect to an ?:ndiV?:d.,wl per:fiwming se?'vices fen· 

4 a custorne-r ·~[ s·uch contract is ·in writ-ing and provides 

5 that the cer-t~[ied pmfessional employer orqanization 

6 shall-

7 "(A) a.ss'/.tme r-esponsibility for payment of 

8 ·wages to such ind·ividual, without r-egard to the 

9 receipt or- adequacy of payment fmm the cus-

1 0 tomer for such serm:ces, 

11 "(B) asS'ume r·esponsibility for- Tepmiing, 

12 w1:thholding, and pa.y~ng a.ny applicable taxes 

13 under subtitle C, with Tespect to such individ-

14 ual's wages, without re_qa?'d to the receipt or ade-

15 quacy of payment from the customer for such 

16 serv~ces, 

17 "(C) asswme responsibility for any ernployee 

18 ben~fits which the ser-u1:ce contr-act 1nay requin 

19 the organization to pr·ov·ide, ·1,vithout regard to 

20 the r-eceipt or· culeq·uacy of payment frum the cus-

21 tmne1· for such se·r-vices, 

22 "(D) assume r·esponsibility ./(Jr hiring, .f~?"-

23 ·vng, and ncTud1:ng ?J.Jor-kers in ruld·it?:on to the 

24 customer·'s responsibil-ity for hirin,q, firing and 

25 ·J·ecrwd·ing ·u.•o·rke'f's, 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 cept 

2(1 

(((E) 'IIW/inta/iu employee ·reconls relat'inq to 

such 'i·nci'iv'idual, and 

''(F) aqne to be treated as a r~e1·t1;t1:ed pm­

fess-ional employer or:qan-izat'io·n fo·r pu·rposes of 

section 3511 with respect to s·uch i·ndividual. 

(((3) WORK 8I'I'E COVERAGE REQUIRE.liEN'l'.-The 

nq1ti1··ements of this puragraph an met with respect 

to a.n ind·iV?:rl'ual 1;t' at least 8:5 percent of the -inrUv·id­

·uals pmforrning serv·ices fm· the customer- at the wo1k 

site where such inrl1:v·ir.lual pe1joTms serv1:ces a-re sub­

_ject to 1 m· mon~ contm.cts with the certified pTojes­

sional employe1· mgcm'ization wh·ich rneet the requiTe­

rnents of paTaqTaph (2) (but not taking 'into account 

those individuals who are excluded employees w1:thin 

the mean·ing of sect'ion 414(q)(5)). 

(((f) DETERMD\011'ION OF EMPLOYMENT S1'A'l'U8.-E:x:­

to the extent necessa.Ty for purposes of sect·ion 3511, 

18 noth1:n,q in this section slwJZ be co·nstn.wd to qff'ect the dete'f·-

19 rnination of who 'is an employee OT employe·r joT p·ur7Joses 

20 of this title. 

21 (((g) REGULATJ0j\T8.-1"he SecTetaTy shall presc·ribe 

22 s'U,ch ng·ulut1:ons us muy be necessw~y or appTop1·iate to 

23 carry o·u.t the p'U.'Jposes of this section. ". 

24 (c) CONFORMING AMENDMENTS.-
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1 (1) Section 3302 1:s a-rnended by add,ing at the 

2 end the follow·ing new subsectimt.: 

3 "(h) TREA'l'MEN'l' UF CERTIFIED PRUFESSJUNAL EM-

4 PLOYER 0RGANJZATIONS.-lf a cer-t·~fied pr-r4essional e'm-

5 player- organization (as defined in section 7705), or- a cus-

6 tmner- of such organ·ization, makes a contribut-ion to the 

7 State's 1tnemployment .fu,nd with r-espect to a work site em-

8 ployee, such or-gnnization shnll be el1:gible for the credits 

9 available under this section with r-espect to such contr-·ibu-

1 0 t1:on. ". 

11 (2) Section 3303(a) is amended-

12 (A) by str-ik1:ng the pe·riod at the end of 

13 par·agraph (3) and inserting "; and" and by ·in-

14 ser-ting a:fter pwragraph (3) the follo·W'ing new 

15 pa·ragr-aph: 

16 (((4) 1;t" the taa.:payer- 'is a cert?;t?:ed prqjess1:onal 

17 employer organization (as defined ·in section 770.5) 

18 that is treated as the employer- ·u:nde1·· section 3511, 

19 s~t.ch certified professional e'l'nployer organ·izat·ion ·is 

20 permitted to collect and r-emit, in acconlance ·with 

21 pa:rag·raphs (1), (2), and (3), contr·ibutions ciu.ring the 

22 taa.:able year- to the State unemploymfmt .fu.nd with re-

23 spect to n work s·ite e'mployee. ", aud 

24 (B) ·in the last sentence-
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I (£) by st·I"!Jr·iug "pa:rog·raphs (1), (2), 

2 and (3)" aud 'insertiug "paragn:tphs (1), 

3 (2), (3), mul ( 4) ", and 

4 (ii) by st·rik'ing "po:ragraph (1), (2), or 

5 (3)" and inse1·tiny "par-agr-aph (1), (2), (3), 

6 O'Y' (4)". 

7 (3) Section 6053(c) (relatinq to repor·ting of tips) 

8 ts amended by nd&ing at the end the following ne'/.u 

9 pa.ra.g1·a.ph: 

IO "(8) CERTIFIED PROFESSIONAL EMPLOYER OR-

II GANIZATIONS.-Fo1· purrJoses of any r-epm·t required 

I2 by th·is subsect?:on, ·in the case of a cerhj?:ed pmjes-

I3 sional employer· organization that is treated ·under-

I4 section 35_11 as the e•mploye1· of a ·wo·rk s1:te employee, 

I5 the customer- with respect to whom a work s-ite em-

I6 ployee pe·Jfor-rns ser·vices shall be the e-rnployer fo?· pu?·-

I7 poses of ·repor-t·ing -wnder this sect·ion and the cer-tified 

18 professional employer 01 :ga:m:zat?:on shall fu'rn?:sh to 

I9 the custome-r any ·injb1"maf'ion. n.ecessaTy to complete 

20 such repm"t1:ng no later than such t?:m.e a.s the Sec-

2I reta·ry shall presc·ribe. ". 

22 (d) CLERICAL AMEKDYJE,YTS.-

23 (1) 'l'h.e tnble qf' sect·ions frJ'r clutpter- 25 'is a:menrl-

24 ed by addin.y at the enrl the .frJllowinq ne·w item: 

"Sec. 3511. Crnt1jiul pn!fr'ssionul t-III]Jloytr orr;un.izcdions. ". 
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1 (2) The table qf' sect?:ons .fen· chapter 7fJ is a·meud-

2 ed by 'insert-ing after the 'ife'm Telating to sect,ion 7701 

3 the following new itern: 

"Sec. 7705. Certified p·ro.fessional em.1Jloye·r O'l'fJflllizotions deji:11erl. ". 

4 (e) RRPORTTNG RRQUTRRMRNTS ANJJ ORTJGATTONS.-

5 The Secr-etary of the Treasury shall develop such r-epor·t,ing 

6 and recor·dlceeping rules, re,qulations, and pmceduTes as the 

7 Secretary determ'ines necessa'ry or appropriate to ensure 

8 compliance with the amendments ·rnade by this section w1:th 

9 r-espect to entities applying for- cert'ification as cert~fied pro-

1 0 .fessional employer organizations or- ent1:t1:es that have been 

11 so certified. Such ru.les shall be designed in a manner ·which 

12 str-eamlines, to the extent possible, the application of r-e-

13 quirements of S1t.ch arnendrnents, the e:x;change of ?>nforrna-

14 tion between a, cer-tified pnJ.fessional employer organization 

15 and its custorners, nnd the reporting and recoulkeeping olJ-

16 l·igations of the cer·tified pnJfessional employe1· or:ganizat'ion. 

17 (f) USER FEES.-8nbsection (h) r~f' sect·ion 7628 (relrd-

18 'ing to Inte?"''Wl Reven·ue Sm'Vice ·user- fees) -is a:menrled by 

19 add·ing at the encl the follo'W'ing 'new pa:ragrnph.: 

20 "(4) CERTIFIED PROFESSTO!I'AL EMPLOYER OR-

21 GANTZATJONS.-The fee chaTged undm· the ]Ymgnl/111. 'i'JI. 

22 conneet·ion wdh the ee1'i~ficat·ion by the Secretary qf 

23 a pn?f'ess'i.onal e·mployer m:qanizaho'JI under sect'ion 

24 7'705 shall not exceed $500. ". 

25 (q) EF'PEC'l'Il'E D.'l'J'ES.-
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1 (1) J.v GE.\'!Efl..lL.-The CI//'J'I.end·J·J·wnts mrule by 

2 th'i-':1 sect'ion shall apply uvith r·espect to wages fO'r seru-

3 1·ces pe?frwmp,rJ on or cf:fter Jan,lwry 1 (~f the .f?:r·st cal-

4 endar year beginning uwre than 12 rnonths qfter· the 

5 date (~f the enactment rd' this Act. 

6 (2) CERTIFICATION PROGRAZVI.-The SecTetary of 

7 the Treas·u,ry shall establish the ce1·tij~cation pmgrarn 

8 descr'ilJerl ·in sect?: on 7706 (h) of the Inter·nal Revenue 

9 Code of 1986', as added by S'ltbsection (b), not late1· 

10 than 6 ·rnonths be;j(n·e the effective rlate rleternvinerl 

11 1mder paragraph (1). 

12 (h) No INFERENCE.-Noth1:ng contm:Oned 1>n th·is sect?:on 

13 or· the amendments made by th·is section shall be constrtted 

14 to cTeate any ?:nfen~nce with respect to the determ:inat·ion 

15 of who is an employee m· ernployer-

16 (1) fen· Fede·ral tax purposes (otheT than the pur-

17 poses set .fbrth ·iu the mnenduwnts ·nw.de by this sec-

18 t·im ~), o·1 · 

19 (2) ./(Jr JYU:rposes r~f wny other pmv·ision of law. 

20 PART II-SUBCHAPTER S PROVISIONS 

21 SEC. 211. CAPITAL GAIN OF S CORPORATION NOT TREATED 

22 AS PASSIVE INVESTMENT INCOME. 

23 (a) IN GENERAL.-Sect·ion 1.562(d)(3) ·is mneuded by 

24 str1:king snbpa.?"li.!JTU.]Jhhs (B), (C), (D), (E), and (F) and 1:n-

25 sw1 ·hn,q the .fiJZlmD'i'll u '/I.e'/ u subpo:rug ruph: 
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"(!')) I') > JISSJl.7E !Nl'ESTMEJ\"'1' /;VCO,l!E DE-

FINED.-

(((1) IK UENERAL.-E:x:cept as othenm:se 

provided ·in this subparngr-aph, the term 

(passive investrn,ent income' 'YJ1,eans gross re-

ceipts derived j?·orn 'royalt'ies, rents, clivi-

dends, interest, and annuities. 

(((1:1:) EXCEPTION FOR INTEREST ON 

NOTES FROM SALES OF J}WENTORY.-The 

ter?n (passive 1:nvesf1,nent 1:ncorne' shall 'not 

·include interest on any obligation acquiTed 

'in the oTdinm-y cou.r-se of the corporat?:on's 

trade or· bus·iness from its sale of proper-ty 

descr1:bed 1:n secb:on 1221 (a)(1). 

((('i,ii) TREA'l'MEN1' OF' CERTAIN LEND-

DVG OR FINAKCE COMPANIES.-Jf the S cor­

porat·ion meets the r-equ·in,ments of section 

542(c)(6) for· the ta:x:able yea-1·~ the te1'1'n 

(passive investment inco,me' shall not in­

clude gmss r-ece1:pts ./(n" the taxable yea1" 

'Which a:re deTived cl·i,rectly fnnn the act·ive 

and r-eq1tlaT cu,ndnGt r~f' a lendinq o1· finance 

business (as defined in section 542(r1)(1)). 

(((iv) 'PREATME;VT OF' CERTAIN Dfl.TJ-

DE;\7J8.-If an 8 cmpo·rat'irm holds stock 'i'll 
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a C CO'J'}JO'rat?:on ·meeh>nq the ·reqm>remeuts (~t 

sect'ion, 1504(a)(2), the term (passive invest­

ment incom.e' shall not 1:nclude (hm:dends 

from s·uch C corpo-rat·ion to the extent s·uch 

dividends are attributable to the ea1"ninys 

and pro.f~ts of s·uch C co1pornt·ion de·r'ived 

from the active cund1td (~f a trade m· busi­

n ess. 

(((v) EXCEP1'10N FOR BANKS, ETC.-In 

the case of a ba·nk (as rle.f~nerl 'in sect?:rJ'n 

581) or a deposdo1·y -inst,itution holrhnq 

company (as dej?:ned 't:n sect1:on 3 (u) (1) (~f' 

the Federal Deposit Insurance Act (12 

U.S.C. 1813(w)(1)), the ter-rn (passive 'l:n­

vest?nent ·income' shall not ·include-

(((!) inte·rest 1:ncorne ea1'1Wd by 

such bank or cmnpany, m· 

(((II) dim:dends on assets requ1:n~d 

to be held by such bank ur company, 

1:ncl·uding stock 1:n the Federnl Reserve 

Bank, the Fede·ral 1-Imne Lown Bank, 

or the F'erleral Agricultum.l Mmi_(Ja_(Je 

Bank m · /Ht.r-t'ic'ipahon cerbfieates 

issued by a Feder-al lntfwmt-;(hate Cred­

·it Bank.". 
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1 (b) Cnl\'F'()JlJlfiNU JlME,VDJIIENT.-Clause (i) of sect?:rm 

2 1042 (c) (1) (A) ·~s a·m.ended by st·riki·ng ((sect'ion 

3 136,2(d)(3)(C)" and ?·nsert?>ng ((section 1362(d)(3)(B)". 

4 (c) EFFECTnTE DATE.-'I7te a,rnendrnents rnade by th·is 

5 sect?:on shall apply to ta:x:able yem ·s beginn1>ng rJ:fieT the date 

6 of the enactment of th1:s Act. 

7 SEC. 212. TREATMENT OF BANK DIRECTOR SHARES. 

8 (a) IN GENERAL.-8ection 1361 (defining 8 corpm'a-

9 tion) is amended by a,dding at the end the followiny new 

1 0 subsection: 

11 (((f) RESTRICTED B.iLVK DIRECTOR STOCK.-

12 (((1) IN GENERAL.-Rest-ricted bank diTectm· 

13 stock shall not be taken into account as outstand,ing 

14 stock of the S co-rpo?ntion 'in applying th1:s snbchapte'r 

15 (other than section 136B(f)). 

16 (((2) RESTRICTED BANK DIRECTOR S1'0Cll.-Fo1· 

17 pu:rposes of th,is subsect,io·n, the ter-rn (1·estricted bank 

18 (hrector· stock' means stock 1:n a ba-nk (as d~f?>Jwd 'i·n 

19 sect,ion 581) o-r a depository 'institution holding cmn-

20 pany (as d~f~ned 1:n sect1:on 3(w)(1) of the Feder-al De-

21 posd Insunmce Act (12 U.S.C. 1813(w)(1)), ~l S'uch 

22 stock-

23 (((A) 'is reqw>red to be held by an 'ind·iv,idu.al 

24 unde1· uppli(:able Federal or State law in on.ler-
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(((B) is s·u,bject to Uill agreenu;,nt ·tm.th ::i'/tch 

bank O'l' cmnpwny (or a cotjJorat'ion wh'ich cou-

trols (within the meani·ng of sectiun 368(c)) S'Uch 

bank or company) zn1.rsu.ant to wh-ich the holder 

is required to sell back such stock (at the same 

pr,ice as the 1>nrhvidual acq1Pired such stock) upon 

ceas'ing to hold the office of d-irector. 

(((8) CROSS REFERE!WE.-

"Fm· t?·eatm.ent of certa1:n d1:sh·ih11f1:ons with 1·espect to n;sh·icted lmnk di1·ecto1· 
stock, see sectim! 1368(})". 

11 (b) DIS1'RIBUTION8.-Sect·ion 1368 (nlat'inq to d-is-

12 tn:butions) is amended lJy add1>ng at the end the ./(JlZoun>ng 

13 new s?tbsect~ion: 

14 (((f) RERTRJ(J'l'EJ) BANK DJRE("J'()R 8TO(JJI.-lf a cl'£-

15 rector- r-eceives a distr-ib·ut·ion (not 'in part OT full payment 

16 in exchange for stock) from a·n S co1poration uJ'I:th ·respect 

17 to any restr'icted bank d-i-rector stock (as defined in sectio·n 

18 136'1 (f)), the a·mmtnt qf' such dist'rib·ut~ion-

19 (( (1) shall be 'incl'u,dible ·in gross 'i'lu:rnne qf the rii-

20 r-ectm; a-nd 

21 (((2) shall be deduct,ible by the CO'I"}JOTat'iou for the 

22 taxablP. year· of snch corpo1·ation in ·which o1' with 

24 included in thp, .rJ?·uss income r~f' the director.". 
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1 (c) EF'F'EU'l'IVE /),1 TES. -

2 (1) Ix GENERAL.-11w mner1,rbnents made by 

3 thi~ sect?:on shall apply to ta:rable years beqin:n1>nq 

4 after Decentber 31, 2006. 

5 (2) SPECIAL RULE FOR TREA7'JIIJENT AS SEC'OND 

6 CLASS OF' STOCK.-In the case of any taxable yeaT be-

7 uinning (~fier- December 31, 1996, 1"estr·icted bank di-

8 rector stock (as d~f1:ned in section 1.161 (f) of the InteT-

9 nal Reventte Code of 1986, as added by this section) 

10 shall not be taken into account 1>n rleterrr1.1:n1:ng ·wheth-

11 er an S corporat·ion has moTe than 1 class of stock. 

12 SEC. 213. SPECIAL RULE FOR BANK REQUIRED TO CHANGE 

13 FROM THE RESERVE METHOD OF ACCOUNT-

14 ING ON BECOMING S CORPORATION. 

15 (a) TAT GENERAL.-Section 1361, as amended by th·is 

16 Act, ·is amwnclecl by add1:ng cd the end the .follo·un:nq new 

17 subsecfoion: 

18 (((q) SPECIAL RlJLE FOR BANK REQUIRED To Cn.~INGE 

19 FROJ1 THE RESERVE ll!fETHOD OF' ACCOUiVTING ON BECO,~l-

20 J111(} S CURPURA'J'J()j'vT.-Jn the case of a ba:nk whJch cha:11qes 

21 frmn the reserve method r~f' account·ing for- bad debts de-

22 scr1:?Jed 1:n sect?'on 585 or- 5.93 for- 1:ts .first taxable yea1· .fiJ1' 

23 ·u,h/ich a:n elect'iou u.nder sech:ou 136.2(a) ·is in effect, the 

24 bank may elect to take into account any u.r1;jusfments undrc:T 
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1 section 48_1 by reasrm r~f' such chauqe for the ta:rablP- yewr 

2 'iu~·nwd·iately preced'iug such first tax:able yea:r. ". 

3 (b) EFF'EC1'n1E DATE.-The amendments made by th1;s 

4 section shall apply to taxctble yea:rs beg·inninq after Decem-

5 ber 31, 2006. 

6 SEC. 214. TREATMENT OF THE SALE OF INTEREST IN A 

7 QUALIFIED SUBCHAPTER S SUBSIDIARY. 

8 (a) IN GEi'·lERAL.-8·uhpa1Y.t_graph (C) of section 

9 1361 (b)(3) (r-elcding to tr-eatment of terminations of q·uuh-

10 fied su.bchapte·r 8 subs1:rb:a:ry staf1~.s) 'l:s mnended-

11 (1) by str-·iking "Fo1· purposes of th,is t'itle," and 

12 insm·t1>ng the follow·£ng: 

13 "('i) LV GEl1lERAL.-For- purposes of 

14 this t·itZe, ", and 

15 (2) by inseri·ing at the end the following new 

16 clause: 

17 "(i·i) TERM!i\/-l1'!0ll~ BY REASON OF 

18 SALE OF' STOCIC-Tf" the fa/£lun to 'meet the 

19 Tequir-ements of subparagraph (B) ·is by r-ea-

20 son r~f the sale r~f stock r~f a corpu1·at1:un 

21 'Which ·is a rp.t.al·((ied subchapter- S sub-

22 sidiaTy, the sale l~f S'ltr;h stock shu.Zl be tr-eat-

23 ed as 'if-· 

24 "(I) the sale wer-e a sale r~f an u:n-

25 d'i·IJ'I:ded ·i·11 terest £u the assets of snr..h 
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1 rmprn·at?:ou (based on the pen:r-;utagr-; r~j" 

2 the co1porat·ion's stock sold), and 

3 a(II) the sale ·u-'e1·e fiJZlowed by an 

4 acqu.-isdion by such cmporation r~l all 

5 of its assets (and the assumption by 

6 stwh coTpondion of all of its l·iabil·ities) 

7 in a tnJ:nsaction to 'lDhich section 351 

8 applies.". 

9 (b) EFF'ECTnTE DATE.-The u.mendments made by this 

10 section shall apply to ta:m.ble years 1Jeg1:nm:1:ng qfier Decem.-

11 ber 31, 2006 . 

12 SEC. 215. ELIMINATION OF ALL EARNINGS AND PROFITS AT-

13 TRIBUTABLE TO PRE-1983 YEARS FOR CER-

14 TAIN CORPORATIONS. 

15 In the case of a. corporation which ·is-

16 ( 1) descTibed i·n sectio·n. 13_11 (a) ( 1) r?f· the ._r;;f-1 noJZ 

17 Bttsi·ness Job Protection Act of 1996~ and 

18 (2) not descr·ibed ·1:n sectio·n 13_11 (a)(2) of such 

19 Act, 

20 the am.o·nnt r~f snch co1por-ation 's accnm:nlated ear-m>nqs and 

21 P'n~fits (ftJ1 ' the fir-st taxable yeaT beginn·ing qfteT the date 

22 r~l the enactme·nt r~l this Ad) shall be reduced by an amou.nt 

23 equal to the port·1:on (If any) of such ru:cu.rn?tlaterl eo:rwings 

24 and pn~j'its which were ((,(;cumulated in any fa:rable yPa1· 

25 7;eg·iun·£ng l;e:fore Ja:nurtry 1, 1.98.1, fm· ·wh:ir·h such tO'iporn.-
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1 tion was WI eled,:nq SIIW.ll lms'i·uess CO'rporat·ion wnler su}J-

2 chapte·r 8 r~f' the Tnternal Revenue Code qf 1986. 

3 SEC. 216. EXPANSION OF QUALIFYING BENEFICIARIES OF 

4 AN ELECTING SMALL BUSINESS TRUST. 

5 (a) JVO LOOJ\ TTITWPWI F'OR ELIGIBILI'I'Y PUR-

6 P08E8.-Clrntse (u) r~f section 1361 (c)(2)(B) is amended by 

7 adding at the end the .fiJllowinq new sentence: "This clause 

8 shall 'not opply fo ·r pu.rposes r~f su}Jsect?:on (b }(1 )(C).". 

9 (b) EF'F'ECTn1E Dil'I'E.-1Ji.e amendment made by this 

10 sech:o'n shall take ~ffect on. the date r~f the enrwtrnent of th1:s 

11 Act. 

12 Subtitle B-Revenue Provisions 
13 SEC. 221. MODIFICATION OF EFFECTIVE DATE OF LEASING 

14 

15 

PROVISIONS OF THE AMERICAN JOBS CRE­

ATION ACT OF 2004. 

16 (a) LR; IS!i;S TO FORETGN EjVTIJ'IES.-Sech:on 84!J(7J) 

17 of the .ihnerir:an Jobs (}reat'ion Act r4' 2004 'is amended by 

18 adrb:·nq at the end the ./(Jllrnm:nq ·new paraq,,·aph: 

19 "(:;) DK·JSR8 7'0 F'OREJG.V EN1'11'IES.-ln the case 

20 rd' ta:J.:-e:.rempt use pTopeTty leased to a taJ;-exernpt en-

21 tdy wh:id1 is a .f(Jre'ign person o·r e'ntdy, the amend-

22 ments marlr~ 7Jy th1:s pr~rt shall apply to ta1xible years 

23 beg·in:u:iug qjter neceu1.ber .'31, 2006, urith respect to 

24 lert .. 'ies enten~d into on o1· befin"e MaTch 1:2, :2004. ". 
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1 (b) EFF'ECTIVE DA'l'E.-ThP- a'nwndment ·mrule by th/£s 

2 sedion shall take effect as 4· included in the enact-ment of 

3 the ArneTican Jobs Cr-eat1:on Act r~f 2004. 

4 SEC. 222. APPLICATION OF RULES TREATING INVERTED 

5 CORPORATIONS AS DOMESTIC CORPORA-

6 TIONS TO CERTAIN TRANSACTIONS OCCUR-

7 RING AFTER MARCH 20, 2002. 

8 (a) IN GENERAL.-8ect·ion 7'87'4(1J) (relating to in-

9 veTted cor1JU1"ations tr·eated as domestic curpor'(J,tions) is 

10 amwnderl to -read as follows: 

11 (((b) INVER'l'ED CORPORATIONS TREA'l'ED AS DOMES-

12 TIC CORPORATIONS.-

13 (((1) IN GENERAL.-Nutwithstand'ing section 

14 770 J (a) ( 4), a fo-reign corpor·ah:on shnll 7Je treated frn · 

15 purposes of this title as a dornest·ic corJJO?-at·ion ~f such 

16 co·rporat·io·n would be a surToqate .f(n ·eign CO'f1Jo·rat?:on 

17 ·~f subsect·ion (a)(2) wer-e appl'iecl by substdutinq (80 

18 peTcent' for- (()() per-cent'. 

19 ('(2) SPECIAL RULE FOR CERTALV TRA.VSACTIONS 

20 UCCURRJN(} AJi'TER MARCH 20, 2002.-

21 ''(A) IN GEJYERAL.-I.f-· 

22 "(1:) pa1·agrnph (1) does not apply to a 

23 j(He?:,qn cO? por-ation, lm t 

24 "(ii) paragr-aph (1) wo·tilrl apply to 

25 such cmpon.7,h:rm ·tf; ·in addit·irm to the s11h-
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shtnh:on u·nde'r paragraph (1), Sltbsect'ion 

(a)(2) were applied by substitut,ing 'Jl!Iarch 

20, 2002' fur 'lJ!la,rch 4, 2003' euch place 1:t 

appew·s, 

then po:raymph (1) shall upply to snch corporu­

t,irm b11.t only ·with r-espect to taxable year-s of 

S'lu;h corporation beginning after December· 31, 

2006. 

"(B) SPECIAL RULES.-Sub,ject to such 

rules as the Secret(J,ry rn(J,y pr·escTibe, in the case 

r~f a corpom.tion to which pam,gm,ph (1) applies 

by reason of this pant,gmph-

I"HR 2 EAS 

"(i) the corpor-at,ion shall be tTeated, as 

of the close of its last taxable year beginning 

before .Jan1wry 1, 2007, as having tTans­

fen ·ed all of its assets, l'iab1:lities, and earn­

ings and profits to a dornestic corporat'ion 

1>n a transaction with respect to which no 

tax 'is 'i'm,posed under th,is title, 

"(1:1:) the ba,ses of the assets t?·wns.fer·r-ed 

·tn the t·mnsaction to the dornest,ic co·r1Jo1·a­

tion shall be the same as the bases of the as­

sets 'in the hands of the foreign cor7)(nntion, 

::fttl~ject to any cul;justments under th'is title 

j(J'I' lm:ilt-in losses, 
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1 "(i·i·i) thp, ba"o;;·is r~( the stock (~f' any 

2 sha-reholdeT in the drxrnest·ic corpor-at·ion 

3 shall be the sam.p, as the bas1:s vf the stuck 

4 of the shareholder ·in the .fb1·eign corporation 

5 .fin· which it is treated as e:x:changed, and 

6 "(iv) the tn:t'JL~fer of any earn.ings and 

7 pn;_[its by 1·eason fJ.[ clanse (i) shall be dis-

8 Tegar-ded i·n rleterrn:in:t:ng any rleernerl di'V1:-

9 dend or fm·eign tax creddable to the dom.es-

1 0 tic cmpmnhrm. with respect to such trans-

11 fer. 

12 ''(C) REGULATIONS.-'Phe Secretary 1nay 

13 prescr-·ibe such regulations as rnay be necessary 

14 01· appmpn:ate to cm·1·y md this paragraph, in-

15 clud·ing regula.t·ions to prevent the avoidance of 

16 the pw·poses (~f' th·is pwmgmph. ". 

17 (b) EFFECTn'E lJATE.-The a·l'nendrnent made by th·is 

18 sect?:o·n shall apply to ta;x:able yea·rs beg·inn1:ng ajte1· Decem-

19 ber 31, 2006. 

20 SEC. 223. DENIAL OF DEDUCTION FOR PUNITIVE DAMAGES. 

21 (a) lJJSALLOvFANCE OF' DEDTJC'l'IO,V.-

22 (1) ]N GEJVERAL.-Sect?:on 162(g) (relat?>ng tv 

23 t·reble dmnage pay·rnen.ts 1.1.udeT the ant-itnrst la·ws) is 

24 a:menllerl-
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1 (A) by ndes'i,qnatiu,q pant,_r]rctphs (1) wu) 

2 (2) as subpaTaqTaphs (A) and (B), Tesped'i,vely, 

3 (B) by str?}.~ing "ft' and 1>nser-tinq: 

4 ''(1) TREBLE DAMAGES.-If', and 

5 (C) by adding at the end the jrJllow1:nq new 

6 pwnqraph: 

7 "(2) PUNITIVE DAMAGES.-No deduction shall be 

8 alZo,wed u,nrle'f' this chapter faT a,ny arnount r)((,id or 

9 incurred for 7J'Un'itive damage::; in conned,ion w'ith 

10 any fudgrnent 'in, or settlement o.J; any acf'l:on. Th1:s 

11 pamgraph shall not apply to pu:n,itive damages de-

12 sc·ribed 1:n sect1:on 104(c).". 

13 (2) CONFORMING AMENDMENT.-The head·ing for 

14 section, 162(g) 1:s mnended hy 1:nserting "OR PUNT'l'n'FJ 

15 DAMJIGES" after- ''L.Avrs". 

16 (b) INCLUSION IN INCOME OF PUNITnTE DkMIJGER 

17 PAID BY ll\~SURER OR OTHERWISE.-

18 (1) ] jV GENERAL.-Part II of subchapter B of 

19 chopteT 1 (r-elat,ing to 'items speC'ifically inclttded 'i'n 

20 qn;ss 1:ncome) 1:s amended by adding at the end the 

21 frJllo w'i'llfJ new secfcirxn: 

22 "SEC. 91. PUNITIVE DAMAGES COMPENSATED BY INSUR· 

23 ANCE OR OTHERWISE. 

24 ''Gross i'nwme shall incl'u,de any amount paid to or 

25 on lJehal;f" r~f" a la:qJaye'r as 'l>nsnrance or otherW'I:se l;y rea.•w'n 
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1 r~f' the ta:J'}Jaywr's l'ialxil'ity (or ag·reement) to pay p11.11/dive 

2 da/rrwges. ". 

3 (2) REPURTDVU REQL'TREllfENTS.-Section 6041 

4 (relat'iuq to ·i·J~fbt"J·nation a.t sowrce) is amended by 

5 wl(b'nq at the e11 rl the ./(Jllowing new s·ttbsection: 

6 ''(h) SECTION 110 APPLY TO PutaTIVE DAll!lAGES COM-

7 PE1VSATION.-This section shall apply to payments by a 

8 pe·rson to or- on 7Jehal;j' of another- pe1·son as ·insur-ance or-

9 otherwise by nason r~f' the other· penon's liab·ility (or' agree-

10 ment) to pay punit?>ue damages.". 

11 (3) CJONFOR,~JING AMENDilfENT.-'Phe table of sec-

12 t'io·ns fm· pari II r~f' subchapter- B of chapter 1 ·is 

13 a·mended by adrlinq at the end the following new item.: 

"Sec . .91. Punihve dama.I.JCS 1:mnpen.mted by ·ins11rance or otherwise.". 

14 (c) EFFECT'IVE DATE.-The amendments made by this 

15 sech:rrn shnll apply to rla1nages paid or- 1:ncurnd on or ajteT 

16 the date of the enactment qf this Act. 

17 SEC. 224. DENIAL OF DEDUCTION FOR CERTAIN FINES, PEN-

18 ALTIES, AND OTHER AMOUNTS. 

19 (a) IN CJEiVER.1UJ.-Subsect·ion (f) of section 162 (1·elat-

20 ·mg to trade or business e1:penses) 'is amended to Tead as 

21 ./(JZZmos: 

22 "(f) FJJYES, PENill,TJES, 1LVD OTHER AMOUNTS.-

23 "(1) l1Y (}EJYETVIL.-Except as provided in pwra-

24 gTaph (2), 'I'UJ deduct'irm otherurise allowable shall be 

25 rdlrnued u.ndwr this chapte·r .fiJ'J' any a:ntrnud pm:d O'l' 

tHR 2 EAS 



44 

1 ?:ucu·l-red (whether by snd, a,qreeuwut, o·r othenrrise) 

2 to, or at the cl'ir-ect·ion of, a gove·rmneut o·1· entdy de-

3 sc1·1:lJed in pw·agraph ( 4) 1>n relat?:ou to the violat?:rm 

4 of any law OT the investigation or 'inqui1·y by s·uch 

5 yove1'?vment or entity into the potential violation of 

6 any la:u.:. 

7 ''(2) EXCEPTION FOR AMOUNTS CONS1'I'l'U1'ING 

8 RESTITUTION OR PAID TO COME INTO COMPLIA!WE 

9 WITH LAW.-Pam.gm,ph (1) shall not apply to (t,ny 

10 arnou.nt which-

11 ''(A) the taxpayer establishes-

12 '' (1:) constitutes restitution ('includ1;.ng 

13 'f'ernediat·ion of property) for- damage or 

14 harrn. caused by OT which tn.ay be cm~sed by 

15 the violation of any law 01~ the potential 

16 m:olation of a·ny law, or 

17 "(ii) ·is pa·id to come ·into cmnpliance 

18 with any law wh1:ch was ·v1:olated or in-

19 valved ·in the investigation or ·inqu·iry, and 

20 ''(B) is ident?fied as r-estd·ution ur as an 

21 am.mr:nt paid to come into cmnploiance with the 

22 law, as the case may be, in the courl onleT OT 

23 settlement agreem.ent. 

24 A taxpayer shall not meet the reqwirernents ~~l ~rub-

25 pantgntph (A) solely hy reaso·n au ·irle·nhficat·ion. 
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1 Wider subpru·a,rJrnph (B). Th1:s pa:ragraph shall not 

2 apply to a:ny amount pa/id or incurTed as ·rei·mbtt:I'Se-

3 me·nt to the government or- ent?:ty .fin· the costs rd any 

4 'iu·vest·i,qat-ion o·1· ld·igation. 

5 ''(3) EXCEPTION F'OR AMOUNTS PAID OR IN-

6 CURRED AS THE RESULT OF CERTAIN COURT OR-

7 DERS.-Puxagr-aph (1) shall nut apply to any 

8 mnou:nt paid or- ·incurred by order of a court 1:0n a su-d 

9 in. wh:ich no gove1''1'Lment or· entity descr·ibed in pa.r-a-

1 0 gm.ph ( 4) 1:s a party. 

11 "(4) CERTAIN NONGOVERNMENTAL REGULATORY 

12 ENTIJ'JES.-A n ent?:ty is descr-ibed in this par-agr-aph 

13 ·~f' it -is-

14 "(A) a n.ongove·rnmental ent1:ty which exer--

15 c·ises self-r-egulatory powers (incl1.1.ding ·impos·ing 

16 sanctions) in con:nect1:on with a qu.al1fied bow·d 

17 or excha-nge (as defined in sect·ion 1256(g)(7)), or 

18 "(B) to the extent pm'U1:ded in re,q-u.lat?:ons, 

19 a nongovernmental entity which exerc·ises self-

20 reg·u,latory po·wers (incl-u..d1:ng 1:mpus1>ng sanc-

21 t-ions) as part of pe·1fb1·ming an essenfcl:al gove·J•n-

22 mental .filTwtion. 

23 "(:)) EXCEPTION F'OR 1'JlXES DUE.-Parngr-aph 

24 (1) shall not apply to any amount paid or inr:·urred 

25 rr.s taxes rlne. ". 
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1 (b) REPORTING OF DEm_:C'J'llJLE A.l!OUJ\"l'S.-

2 (1) L\' GE.VERAL.-Subpart B r~f part III r~f sub-

3 clwpter A (d. clw,pter 6'1 is arnended by inse1·Nng <.ffter· 

4 sect·ion 6050V the follouYing ne·w sect·ion: 

5 "SEC. 6050W. INFORMATION WITH RESPECT TO CERTAIN 

6 FINES, PENALTIES, AND OTHER AMOUNTS. 

7 1'(a) REQUIRE111EN1' OF REPORTING.-

8 11(1) IN GENERAL.-The nppmpr-1:ate official of 

9 any government 01" entity which is described in sec-

10 t?:on 16'2(j)( 4) wh1:clt is involved in a su-d or ngr-ee-

11 ment described ·in JJar-agm,ph (2) shall make a r-etur·n 

12 in such frwm a.s dete·rrn:ined by the Secreta·ry setting 

13 for·th-

14 11(A) the arnmtnt nqu1>red to be pa·id as a 

15 result of the swit or ag1·eernent to wh·ich para-

16 gr-aph (1) of section 1 6'2(f) applies, 

17 11(B) any arnount requ/ired to be pa·id as a 

18 res·ult of the su,it OT agr-eement which constit1ttes 

19 rest-itution or nmed·iat·ion of pmperty, and 

20 11(0) any amount r-eq-u&·ed to be pu.1:d r.ts a 

21 ·result of the sud or- agreement for the pu·rpose of 

22 coming into compliance ·with any law whir;h was 

23 v·iolnterl or 1:nvolverl in the ·invest·igai'ion or ·in-

24 qu:wy. 

25 11(2) 8UIJ' OR AG-REEMENT DESCRIBED.-

-tHR 2 EAS 
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"(A) IN GENERAL.-A snd or agn',emeut 'is 

desc·Y"ibed 'in th,is parngntph '~f-

(((1:) it is-

(((I) a suit with 1·espect to a viola­

tion of uny lww O'Ver- which the gover-n­

ment or entity has autho'Y"ity and with 

r-espect to which ther·e has been a co·urt 

or·der-, or 

(((II) an agreement wh,ich is en­

tered into with respect to a m:olat?:on of 

any law over- which the government or 

entity has authm·ity, or wdh respect to 

an investigat-ion or inquiry by the gov­

er"YY:ment or- entity 'into the potent1:al 

violation of any law oveT which su.ch 

government or e·nt?:ty has authon:ty, 

and 

(((1:1:) the aggregate wmou:nt involved 1:n 

all court or-der-s and agreements ·with respect 

to the viol(ttion, investiyation, 01" inquiry is 

$600 o·r more. 

(((B) ADJUSTMENT OF REPORTillG THREST-T­

OLD.-'Phe Secntary ?nay acl:just the $600 

amount in subparayntph (A)(ii) as necessur:IJ in 
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1 o·rde·r to eusu:re the r~ff1r:ieut u.dmhli-;i'J·at·,:on of the 

2 inte·rnal revenue la:u,s. 

3 ''(3) TLVIE UF' FJLTNU.-rFhe 1·etnrn 1·eqnir-ed 

4 ?.tncler- th·is su.bsect·irm. shall be filed not late'!" than-

5 ''(A) 30 dnys afteT the date on which a 

6 cmc.rt or-der ·is ·iss·ued wdh ·respect to the stt.it or 

7 the date the ag1·eernent is enteTed into, as the 

8 cnse rnay be, o-r 

9 (((B) the elate spec·ified Secretary. 

10 (((h) 8TilTEJ1ENTS TO BE FURNISHED TO LVDFVIDUALS 

11 fNVOL VED IN THE 8ET'l'LEJ11.ENT.-Ever·y per-son reqtt:ired to 

12 •Jnake a retu:rn under su7Jsect?:on (a) shall .f1M·n:ish to each 

13 person who is a party to the suit or ag1·eernent a wr-itten 

14 sta.ternent shoun:nq-

15 "(1) the na:rne r~f' the governrnent or ent·ity, and 

16 "(2) the infonnation S?t.ppl•t:ed to the Secretw·y 

17 undeT subsect·ion (a)(1). 

18 The wr#ten state·me-nt nqtt1:red r.tndeT the vreceding sen-

19 tence shall be fu:rnished to the pe·rson at the sarne t·i•Jne the 

20 government or ent?:ty pm'V1:des the SecTetary wdh the infor--

21 rnat·ion reqn·t>J·ed wtder subsect·ion (a). 

22 "(c) APPROPRIATE OFFICIAL DEF'INED.-For· purposes 

23 of this sect·t:on, the term 'appropriate r~ffic·ial' ·means the r~ffi-

24 ceT m· employee having control r~f' the s·rtit, investigation, 
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1 or 1:·nqw£r·y or the person appr-opn:ately des'ignated for }J'Il 'l'-

2 poses of this sectio·n. ". 

3 (2) CUNFURMINU AMEND,11ENT.-The table of sec-

4 tions for subpart B of part III of subchapter A rf 

5 chapter 61 1:s amended by 1:nserting a;fl;er the item ?'e-

6 lating to section 6050V the follow·ing new 1:tem: 

"Sec. fjU;)V'l-Y lnfin11utt1:on 1C1:th 1·espect to eerlrt.in Ji>nes, pcnrt.llies, nnrl otl1 e·r 

arno1~nts. ". 

7 (c) EFFECTnTE DATE.-The amendments made by this 

8 sect?:on shall apply to mnounts pairl or in.cu1-rerl on or after-

9 the da.te of the enactment of this Act, e;n;ept that such 

10 mnendments shall not apply to nmounts pn1:d or- incnrr·erl 

11 under· any binding or-der or- agreement enter-ed into befor-e 

12 such date. Such except·ion shall not apply to a:n rwde1· or 

13 agreement requ·iring court appmval unless the approval 

14 was obtained befo1·e su.ch date. 

15 SEC. 225. REVISION OF TAX RULES ON EXPATRIATION OF 

16 INDIVIDUALS. 

17 (a) IF GENERAL.-Subpart A of paTt II of subchapteT 

18 N of chapter 1 '1:s amended by i·nsertin,q afte·r section 877 

19 the following new sect·ion: 

20 "SEC. 877A. TAX RESPONSIBILITIES OF EXPATRIATION. 

21 "(a) GENERAL RULE8.-For p·wr7Joses of th·is 

22 snbt1:tle-

23 "(1) MARK TO J1ARKE1'.-E:rcept (tS p·J·ov·ided in 

24 subsections (d) and (f), all J.Woperty r~f a cmJererl expa-
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1 h··£ate to 'Whrnn th·is secf·irm appl·£es shall be b·eated as 

2 sold on the day bej(yre the e:x;patr·ia.tion date fo·r its 

3 f(J.ir market val·u.e. 

4 "(2) RECOG"VI'l'JON OF GAJX OR L08S.-Jn the 

5 case of any sale ·ttndeT p(tntgraph (1)-

6 "(A) notwithstanding any other pmv·ision of 

7 this title, any .!Jain u.r-isiny from such sale shall 

8 be taken ·into account for the taxable yea:r of the 

9 sale, and 

10 (((B) any loss ar-·ising frmn, such sale shall 

11 be taken ·into account for- the taxable yea.r· of the 

12 sale to the extent othe·1·wise provided by th1:s title, 

13 except that section 1091 shall not apply to any 

14 such loss. 

15 Proper a.djustment shall be made in the amount of 

16 any gw£·n OT loss subsequently r·ealized fo'r ga1>n or· loss 

17 taken i·nto account ·wtuler- the preced·ing sentence. 

18 ''(3) EXCLUSION FOR CERTAIN GAIN.-

19 ''(A) IN GENERAL-The arnount wh:ich, but 

20 few this pam.graph, ·wo·u,ld be ?>ncl-u.d?:ble 1>n the 

21 gr-oss 'incmne of any ·ind·iv·idual by nason r~f' th·is 

22 sech'on shall be r-educed (b·u,t not belo'W zem) by 

23 $600,000. Fm· pu:rposes r~f tlt'is pa·rag·raph, allo-

24 cable e:J:pab·iation gain taken into account tlnrler 

25 snbsech:rm (f)(2) shall 7Je t·reoterl ·in the so:rne 
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'~·n gross ·mco·me. 

(((B) CusT-VF'-Ln7TNU .·ln.nrsTMEJ\'1'.-

(((i) IN GENERAL.-In the case r~f an 

year after· 2007, the $600,000 arnott.nt under 

subparagm.ph (A) shall be inc1·eased by an 

amount equal to-

(((I) s·uc}' d ll t lt · . " .o .. ar am.onn , mu . .'t-

pl1:ed by 

(((II) the cost-of-l·iv·ing ad;justment 

dete?'Ym>ned nnde·r sect?:on 1 (/)(.3) for 

such calendar year, deteTmined by sub­

st?:tuting (calendar year 200()' for (cal-

endar year 1992' in subpa:ragn~ph (B) 

thereof 

(((' ') ·~t ROUNDJXG RULES.-If any 

18 a·rnount «fier acl:justrn.ent under clause (t) ·is 

19 not a mult·iple of $1,000, such mnount shall 

20 be rmtnded to the next lower m·uJtiple (~f 

21 $1,000. 

22 (( ( 4) ELEC1'JON 1'0 CON'l'Ji\lUE TO BE J'A_YED AS 

23 Ul\71'ED S1~111'E8 CITIZEN.-

24 (((A) Ii\l OENERAL.-If a cuven~d expatriate 

25 elects the o.ppl·icat·ion (~j' th·£s JHlTOfJ mph-
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"(!) th,is sect'iou (other than, th,is para­

graph a·nd subsect'ion (i)) shall not apply to 

the expatriate, bnt 

"(i'i) 'in the case of pr'Ope'l'ty to which 

this section would apply bnt for- S'IU.:.h elec­

tion, the expatriate shall be subject to ta;x: 

under· this title in the same manner as ~f 

the 1>nrUvidnal wer-e a Unded States c·ihzen. 

"(B) REQUIREMENTS.-Sttbpamgr-aph (A) 

shall not apply to a/n ind1:vidual unless the 

ind'ividua,l-

(((1) prom:des secur-ity for paym.ent r~f 

tax in such foTrn and manner~ and 'in such 

mnount, as the Secretmy 1nay reqni're, 

(((ii) consents to the wa/iver of any 

T'i.qht of the indim:dual wndeT any t?·eaty of 

the Un~ited States 'which would preclude as­

sessrnent o1· collection of any ta,x wh1:ch ·may 

be imposed by r-eason of th,is paragraph, 

and 

"(ii'l) CO'mpl·ies w-ith such other reqwire­

ments as the Secretary may prescribe. 

(((C) ELEC'TION.-iln elect·ion uncle·r s~f.b­

pant,_(J1"Uph (A) shall apply to all propeTty to 

·which th,is sect,iou ·wou.lrl apply but ,/(J'r the elec-
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1 t·1:ou and, once 'til ade, shall be 'i'rrevocable. Snch 

2 election shall also apply to pTopeTty the basis r~f 

3 which 1:s dete1 'Jm:ned in whole u1· 1:n pttri by n~f-

4 er-ence to the pn;pe'liy ·with r-espect to wh·ich the 

5 election was made. 

6 ''(b) ELECTION To DEFER 'lAx.-

7 "(1) IN GENERAL.-lf the ta.xpayer- elects the ap-

8 pl1:cnt1:on of th1:s subsect1:on with respect to am,y pr-op-

9 er-ty tr-eated as sold by r-eason of subsection (a), the 

10 payment r~j" the arlrldionnl ta:x: attn:lndnble to such 

11 proper-ty sha,ll be postponed unt-il the due date of the 

12 Tetu:rn for the taxalJle year- in wh1:ch such pmpe'f"ty is 

13 disposed of (or~ in the case of pr-ope1·ty disposed of in 

14 a transaction in wh1:ch ga1>n. 1:s not recogm:zed 1:n 

15 whole or ·in pari, unt·il such other date as the Sec-

16 r-etary ·may zJresc·ribe). 

17 "(2) DETERll!fiNA'l'ION OF TAX WITH RESPECT TO 

18 PROPER1T.-For pU'f7JOses of paragraph (1), the addi-

19 t·ional tax attr'ilndable to any p·roper-ty ·is an wmount 

20 which bear-s the su:rne m .t?:o to the add1:tio·nal taa: ?:rn-

21 posed by this chapte·J · fo-r the taxable year- solely by 

22 r-eason (~f subsection (a) us the gain taken into ac-

23 co·u.nt under stt.bsecl'!:ou (a) wdh respect to such pmp-

24 erty bea1·s to the total uain ta,ken into acwnn.t H:nrler 
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1 subsection (a) with 't'espect to all p'rope'rly to 'tdt'l:ch 

2 subsect,ion (a) appl'ies. 

3 "(3) 'PERMINATIUlv· UF' PUSTPOJ\'EJIJEN'l'.-1\~o ta,:x; 

4 'may be postponed 'Wnder this stl,bsection later- thau the 

5 due date fur· the r-eturn of ta.1: 1:mposed by th1:s chupter 

6 fo"Y" the taxable year which ,includes the date of death 

7 of the exputriate (or~ ~~ earlie1·, the tirne that the secu-

8 n :ty pmV1:derl w1:th r-espect to the pmperty j{11:Zs to 

9 meet the requirements of pa,r-agmph ( 4), unless the 

10 taxpayer- cornets such fa,ilure Hn:thin the f1>me speci-

11 fied by the Secr-etary). 

12 (((4) SECURITY.-

13 (((A) IN GENERAL.-No election rnay be 

14 rnade unde'r pa,Tag'raph (1) wdh ·respect to any 

15 pmperiy unless adequate security 'is pr-ovided to 

16 the Sec'retaTy with r-espect to snch pmperty. 

17 (((B) ADEQUATE SECURI1rY.-FoT purposes 

18 of subparagraph (A), security with respect to 

19 any proper-ty shall be tTeated as adequate secu-

20 n:ty 1;{-

21 (((i) it is a bond 'in, wn wnou.nt equal 

22 to the de}'e1nd ta:x: amount 'Under- para,qruph 

23 (2) fo-r the property, or 
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1 "('i'l) the ta:xpaye·r othe·rw·£se e.<dabl·is/u-;s 

2 to the sah.~f'act·ion of the Sec1·etm"y that the 

3 secw·1:ty 1:s LUleqHate. 

4 " ( 5) WAnTER OF CERTAIN RIGHTS.-JVo election 

5 may be made nnrle1" pantgraph (1) unless the ta:x:-

6 payer consents to the wa·iver of any r·ight under any 

7 treaty of the United States which wo·uld prechtde as-

8 sess1nent m· collect·ion of any ta:x; ·imposed by reason 

9 of this sect·ion. 

10 (((6) ELECTIOJVS.-An election under paragraph 

11 (1) shall only apply to pmperty described in the elec-

12 t?:on and, once rna.de, 1:s 1:rnvocable. An election may 

13 be made undeT paragraph (1) with Tespect to an ·in-

14 te·rest in a tntst u;rdh ·respect to wh1:ch ga•in ~s ·re-

15 qui1·ed to be r-ecogn·ized undeT subsection (f)(1). 

16 (((7) llrl'EREST.-For p1uposes of sect?:on 6'6'01-

17 (((A) the last date for the payment of ta:x: 

18 shall be deten11.1>ned without -reqard to the election 

19 under th·is s~tbsedion, mill 

20 (((B) sect?:un 6621 (a)(2) shall be appl?:ed by 

21 su.bstdu.t·ing (5 pe1·centage points' jbr (3 percent-

22 age points' 1:n subpam.g1·aph (B) the1·euf 

23 (((c) COVERED EJ..'I~ilTRIATE.-Fm· purposes of this 

24 section-
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1 (((1) f?v' OENERAL.-E;n~epf as }J'I"OIY£ded ·£n pwra-

2 gnJph (2), the term 'covered e:x;patriate' 'IHeans an ex-

3 pab·iate. 

4 (((2) EXCEP1'IONS.-An ·individual shall 'not be 

5 treated as a covered expat?·1:ate 1;{-

6 ''(A) the ind·iv·iclual-

7 (((i) became at bi1'fh a citizen of the 

8 Un·iterl States mnrl a cd·izen of anothe1· 

9 countr-y and, as of the expat?·iation date, 

10 cont1:nues to be a cit1:zen rd; o:nd 1:s ta:x:ed as 

11 a res·ident oJ; such other- country, and 

12 (( (1:1:) has not been a res1:dent of the 

13 Un·ited States (as drfined ~n sect·ion 

14 7701 (b)(1)(A)(i?)) clu,n>ng the 5 taxable 

15 year-s ending w-ith the ta.'x:able yem· dwring 

16 wh1:ch the expatn:a.t·£ou date occu:rs, o-r 

17 (((B)(i) the indoiv·idua.l's rel·inrp,t:islunent of 

18 Unded States c1:tizensh1:p ocr-·1.£1's be.f(n·e S'UCh 1:ndi-

19 vidual attains age 18%, aorul 

20 (( (1:1:) the 1>nd1>m:du.al has been a res1:dent r~f 

21 the United States (as so d~fined) .fb·r not nwre 

22 than 5 ta:x:able yeani br;frn·e the date r~f nl?·n-

23 quish:ment. 

24 (((d) EXKVJP1' PROPER11~· SPECTAT" RULE& FOR PEJV-

25 SJO,Y PLLV8.-
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1 "(1) EXEMPT PROPER'J'Tr'.-'Th'1:s sect?:on shall -not 

2 apply to the follo'win,_g: 

3 "(A) UjVITED STATES REAL PROPERTY LV-

4 TERESTS.-Any United States ·real pmperty 'in-

5 ter-est (as def?:ned 1:n section 8.97(c)(1)), other-

6 than stock of a United States real pmperty hold-

7 ing wrporation which does not, on the day be:fore 

8 the e.xpatr-i(J,t?:on date, rneet the r-equ·ir-ernents of 

9 section 897(c)(2). 

10 "(B) SPECIFIED PROPERTY.-Any pToper-ty 

11 o1· ·inter-est ·in pmpeTty not descr-ibed in subpara-

12 gr-aph (A) which the Secr-etaTy spec1j?:es in ·regu-

13 lations. 

14 "(2) SPE(!JAJJ R[nES F'OR (!ERTAJN RETIREMENT 

15 PLANS.-

16 "(A) IN GEjVERIJL.-lf a cove·red expatriate 

17 holds on, the day before the expat·riation date any 

18 1:nte1·est ·in a ret?:rernent plan to wh1:ch this pam-

19 gr-aph appl·ies-

20 "(1) s·uch 1:nterest shall not be t?·eaterl 

21 as sold foT p'u:1poses qf subsection (a)(l), lnd 

22 "(ii) an amount equal to the pnsent 

23 valtre of the e:xpatriate's nm~fO'Jfedable ac-

24 cnted benr;fit shall be t?·eated as haviny been 
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recwived by s1u:h 'illd:i·m:dual rm such date as 

a d'istT·ilmt·ion nrule'l' the plan. 

u(B) TREA'l'J1EI\"l' OF' SUBSEQUENT DIS­

'J'RJBUTIO."'TS.-]n the case of any distribut'ion on 

or uftr-w the e.1:patn:at?·on date to or- on beh.u~f c~f 

the covered expatriate fnnn a plan f1·mn wh1:ch 

the expa,triate was h"ec.ded as 1·eeeiving a dis­

tr-nm.t'ion under s1thpo:mgmph (A), the a:rrw11.nt 

othmwise includ,ible in gross ·income by r·eason of 

the subsequent rb:stn7mhon shall be r-erlu.ced by 

the excess of the amount 'includible in gmss 'in­

co'rne unde·r S1t.bpa·rag·raph (A) oveT any pod-ion 

of such a:mount to wh·ich this subpm·agr-aph pre­

V1:o·usly appl'ied. 

"(C) TREA'l':l!fEi\"1' OF SUBSEQUENT DIS­

'l'RIBUTIONS BY PL1jV.-For purposes of th1:s t?:tle, 

a r-et·iTernent plan to wh'ich th,is par-agr-aph ap­

pl,ies, and any person act'iuq 011 the plan's beha~t; 

sha,ll treat any subseque'J d dish .,ibut'ion described 

1>n s·ttbpuxagruph (B) 1>11 the su:m.e nwnner- as 

S'U.ch d'istr-ibufion would be t?·eated without r-e­

_(Ja1·d to this pant,l)ntph. 

u(D) APPLICAIJJ,E PL1l"A·s.-Th:is pa:ragTaph 

shall ap].Jly to-



defined in section 49'?4(c)), 

1 

2 

3 

4 

5 

plan (as d~fined 'in section 457(b)) of ail/ el-

igible employer descr-ibed 1n section 

6 457(e)(1)(A), and 

7 ''(iii) to the e:J;tent provirlerl in regula-

8 tions, amy for·e?:gn pens·ion 1Jlan O'l' S'£uv£lar-

9 r-etirement ar-r·angements or- pmgrams. 

10 (((e) DEFINITIONS.-FoT putposes ofth,is sech:on-

11 (((1) EXPATRIATE.-The tenn ( t . t ' e1;pa ,rut ,e 

12 means-

13 (((A) any Un·ited States c·itizen who r-el·in-

14 qu1:shes c1:t?:zenship, and 

15 (((B) any long-tenn res'ident of the United 

16 States who-

17 (((i) ceases to be a law.fitl pe·rtnauent 

18 'res1:dent of the United States (wdh1>n the 

19 mean·ing of sect'ion '770 1 (b) ( 6)), or 

21 dent of a fore·ign co1r.nt?·y 11incleT the pnmi-

22 sions r~f' a tax treaty betwren the United 

23 States and the ./(JTeigu country O.'JI(l u;ho 

24 rlues nut 'Waive the benr;fds r~f' s·tu:h t?·eaty 
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1 appl'icable to res'ideuts r~f' the fcn·e1:gu coun-

2 try. 

3 "(2) E.\TXJ'RH'l'JUJV DA'l'E.-'17w ter-m 'e:,r:patr-ia-

4 t'ion date' 'rnecl/ns-

5 "(A) the date an 1:nd1>m:d'u,al relinq1tishes 

6 Undecl States cdizenship, or 

7 "(B) in the case rd' a long-term r·esident of 

8 the Unded States, the date of the event described 

9 'in clattse (i) o1· (ii) of parag1·aph (1)(B). 

10 "(.5) RELINQUISIL"'I!JEN'l' OF CI'l'IZENSHIP.-A cit-

11 tzen shall be treated as r-el'inquishing United States 

12 c'ihzen,ship O'n the ead,iest of-· 

13 "(A) the date the individual r-enounces such 

14 1>nrhm:cluaJ's U11-'ded States nat'ionality b~jo1·e a, 

15 d'iplrnnai'ic or consular officer- of the United 

16 States 1J'It'rsuwnt to pa1·agraph (5) of section 

17 .34.9(a) of the hnn~'igrntion and Nat'imtality Act 

18 (8 U.S.C. 1481(a)(5)), 

19 "(B) the date the 'individual furnishes to the 

20 Under] States Deparhnent r~f State a signed 

21 stateinent r~f 'VOl1JiJdaTy Tel'inquiishrnent of Unded 

22 States nationality co11Jbrning the performance qf 

23 OiJJ act r~f e:r;prdt"iahon speC'Ified 'in pnm,gr-aph 

24 (1), (2), (3), o1· (4) qf secf'ion 349(a) of the Im-
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1 rw(qrat'£on and l\~ahonality Act (8 U.S.C. 

2 1481(a)(J)-(4)), 

3 a(C) the drtte the Un?Jerl States Department 

4 of State isstws to the inrhv,idual a ce?i'~f"icate of 

5 loss of nationtdity, or-

6 ''(D) the date a cour·t r~f the Unded States 

7 cancels a na,t·um,lized citizen's cer-t~ficate r~f naht-

8 ralizrtt1:on. 

9 Subpa,m,graph (il) or (B) shall not apply to any in-

1 0 dim:dun1 ·unless the renunc'£ation or volunta·ry r-el?:n-

11 quishment ·is subsequently approved by the issuance to 

12 the 1:ndim:dual of a cert~j?:cate of loss of nat?:onahty by 

13 the United States Department of State. 

14 ''(4) LONG-TER:Vl RESJnENT.-The term ?ong-

15 term r-esident' has the rnean'ing given to such term by 

16 section 877(e)(2). 

17 ''(f) SPECIAL RULES APPLICABLE TO BKVEFICIARIES' 

18 iNTERESTS IN TRUST.-

19 (((1) 11\T GE1YERAL.-E.xcept as provided 'in para-

20 qn1ph (2), ~fan 1:nrb"m:dual 1:s detennined under pant-

21 gr-aph (3) to hold an i'Jt,te·rest in a trust on the day 

22 be:frJre the expatr-1:at?:on date-

23 a(A) the 'in(l'/:vidual shall not be treated as 

24 ha.viny sold such inter-est, 
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1 (((B) such inte·rest shall be t·reated as a sep-

2 a:mte share 'in the trust, and 

3 (I(C)(1) snch sepan1te shar·e shall be tr-eated 

4 as a sepaTate tTust consisting of the assets allo-

5 ca}Jle to s·1.wh share, 

6 (((i·i) the separ-ate tr·ust shall be t?·eated as 

7 haviny sold its assets on the da.y before the expa-

8 t·n:nt1:on date for their- fnir- market valtw nnd as 

9 hav·ing d·istr-ibuted all of its assets to the ind·i-

1 0 virltwl as of such tirne, and 

11 (((i·i·i) the individual shall be tr-eated as lwv-

12 ·£11g ·recontrilnded the a.ssets to the separate b·nst. 

13 Su.bsedion (a)(2) shall apply to any ·income, ga·in, or 

14 loss r~f' the 'l:nd·£vidual arisi·ng .f1·om a distribution de-

15 scribed in subpa1··agraph (C)(ii). In determ:ining the 

16 a:m.rntu.t of such d·istTibution, prope·r a4jushnents shall 

17 be ·rna.de for liab·ilit·ies of the trust allocable to an ·in-

18 dim:d·ual's shLtr'e in the tntst. 

19 (((2) SPECIAL RULES FOR INTERESTS IN QUALI-

20 F'IED TRUSTS.-

21 (((A) Lv GE.VERAL.-lf the h·ust interest de-

22 scn}Jed 1>n paragntzJh (1) 1:s an interest 1:n a 

23 qwJ,l4ierl t·r·ust-

24 (((i) pa1·ayraph (1) and s·ubsection (a) 

25 shaU not apply, and 
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"(i'i) 'iu ad(ht'l:on to any other tax ?:·rn­

posed by this tdle, the·re 'is her-eby imposed 

on each distrilmt?:on ·wdh r-espect to s'll,ch 1>n­

terest a ta:x; 'in the rnnount detenn,ined 

'U:nder- sulYpar-agraph (B). 

''(B) A.lfO[JjV'J' OF TAX.-The arnount of tax 

unde1· snbpara,rp"aph (A) (ii) shall be equal to the 

lesser n.f-· 

''(i) the h'ighest rate of tax imposed by 

sect?:rm 1 (e) for the ta.xable yenr wh1:ch ?>n­

cludes the day before the expatriation date, 

11'1,ulh:pl·£ed 7Jy the mnount of the d1:stTibu­

tion, or· 

' '(i'i) the lm}ance in the defen·ed tax ac­

count ·irnrnechately before the d·istribution 

dete'nnined wdhont regwrd to any increases 

under subpwragmph (C) (i·i) ajteT the 30th 

day precechng the rhstT?butwn. 

"(C) lJEF'ERRED TAX ACCOU,VT.-For pur­

poses r~f' s·ubpa1·agn1ph (B)(1:1:)-

"(i) 0PK'I7.YG BALAXCE.-The opermLg 

balance in a rlefe1 "'"erl tua: accm.mt wdh 1··e­

spect to auy t·rust -in.tenst 'is an wmount 

equal to the ta.I.: 'Which UJould have been im­

posed 0 '/1, the allor·ahle e.1:patrint'irYn ga·in 
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6 

7 

8 
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14 
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24 
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wdh 'respect to the t'l'nst interest 'i:f' snch 

ga·m had been included 'lit~ gross '~ucmne 

·under- subsect1:on (a). 

"(ii) INCREASE FOR INTEREST.-'Phe 

balance in the defen·ed ta;x: acco·unt shall be 

increased by the amount of 'interest deter-­

mined (on the balance in the accmmt at the 

t?:rne the 'inter-est accr·ues), for pen:ods after 

the 90th day after- the expatr-iation date, by 

us1mg the r-ates and method applicable 

under- section 6621 for under-payments of 

tax frn· such per1:ods, e;x:cept that sect?:on 

6621 (a)(2) shall be appUed by substituting 

(5 per-centage points' for (3 percentage 

points' in subparagraph (B) theTeof 

(((ii1) DECREASE FOR 1'.1lXE8 PRE­

VIOUSLY P;UD.-The balance 'in the tax de­

ferred account shall be reduced-

('(!) by the anwunt of taxes 1/tn­

posed by s·ubparagr-aph (.il) on any d?:s­

t,ribution to the person holchng the 

trust interest, and 

"(II) ·in the case of a per-son hold-

1:ny a nonvested inte1·est, to the e.1:tent 

zyro·m:rled iu Tegnlahons, 7Jy the OimOU'nt 
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r~f' frKu-:s ·i1'1'1J?osed by snbpwmgrcLph (A) 

on d·ist·ributio·ns f?·om the trust with re­

spect to 'llonvested 1:nterests not held by 

such pe·1 ·son. 

"(D) ALLOCABLE EXPATRIATION G.1UN.-Fo1·· 

p·wr7Joses qf this paragTaph, the allocable expa­

triation gain with respect to any beneficiary's 

inte·rest ·£·n a. trust ·is the arnou.nt of gain which 

wo·uld be allocable to S'/,wh beneficiary's vested 

and nonvested ·inteTests in the tru.st •if' the bene­

ficia1'Y held d·iTectly all assets allocable to such 

1:nte1 ·ests. 
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"(E) TAX DEDUCTED AND 1HTHHELD.-

''(1) IN GENERAT~.-The tax irnposed by 

subpar-agraph (A) (ii) shall be deducted and 

·un:thheld by the trustees frorn the d?:str-ibu­

t·iou to wh·ich it r·elates. 

"(1:1) EXCEPTION WIIERE FAILURE TO 

WAIVE TREATY RIGHTS.-Jf an a·mount rnay 

not be deductetl a,nd ·~m:thheld ·u:nder- cla:/.lSe 

('i) by reason of the distributee fa·iling to 

wm:ve any treaty n:ght with respect to such 

d·istribu.t·ior~-

"(I) the tax imposed by subpar·a­

gr-aph (A) (i 1) slw.ll he 1>rnposed on the 
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t~rust aud each t1"1tstee shall be }Je-J·sou-

ally liable .fbr the wmount of s~tch ta:x;, 

(J,nd 

"(II) any other benejkiary of the 

trust shall be entitled to recover from 

the distributee the arno'unt of such ta:x: 

imposed on the other beneficia1:y. 

(((F) DISPOSITION.-If a trust ceases to 7Je 

a q'u,alified tr·ust at any time, a covered expa­

tri(J,te disposes of an. 'interest in a qtl.nl1fied tr·ust, 

or a, cover·ed expatriate holding an interest in a 

qual1f1:ed tru,st d1:es, then, 1:n lieu of the ta,x ?:rn­

posed by subpar-agr-aph (A)(ii), then is her-eby 

imposed a ta:x; equal to the lesswr of-· 
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(((i) the tax determined under pam,­

g'mph (1) as 1f the day bej'or-e the e;:cpatria­

t,ion date were the date of such cessation, 

disposition, or- death, whichever- is applica­

ble, or-

(((1:1) the b(J,lance 1:n the ta:1: defer-red ac-

count ·im'tned'iately before such date. 

Su,ch tax shall be imposed on the trust and each 

trustee shall be pe1'SonaZly l·1:able fo·r the am.ount 

of such ta:x: and any other- benejicia1·y r~f the tr'lt::d 

sh(J,ll 7Je en.t,dled to r-ecover frmn the covered e:cpn-
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trt:ate or the estate the a·rnonnt of such ta:x: 'litn-

posed on the other ben~ficictry. 

"(G) DEFINITIONS AND SPECIAL RULES.-

FoT pur7Joses of this paragraph-

"(?) QUALIFIED TRUST.-The ter·m. 

'qual~fied trust' means a trust ·u.Jhich is de-

scribed in section 7701 (a)(30)(E). 

"(1:1) VESTED INTEREST.-'Phe ter'tn 

'vested interest' means any interest which, 

as of the dny before the e.xpatrird1:on dnte, 1,s 

vested in the beneficiary. 

NONVESTED INTEREST.-The 

ter-rn 'nonvested inter·est' means, with re-

spect to any benej~cia,ry, any 1:ntm·est i·n a 

trust which is not a vested interest. Such 

interest shall be determ1:ned by a.ssttrning the 

rnax·imurn exerc·ise of discretion in favo1· of 

the ben~Nciary a·nd the occurnnce of all 

cont·in,qenc·ies ·in favo1· of the ben~fic·iary. 

"(1:v) .ADJUSTMENTS.-The Secretary 

·may pmv·ide for such aqjusttnents to the 

bases r~f assets in a tt·u.st or a d~fernd ta;x: 

account, and the t·i·rm:ng of such adjust-

ments, in onler· to ens·u,r·e that gain is taxed 

rml y once. 
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1 "(u) COORDJNil'l'ION ll'l'J'Il RE'J'JREJI/El'v"l' 

2 PLA.\T RULES.-Th,is subsection shall not 

3 apply to an inter-est 1:-n a tntst wlu:ch 1:s 

4 par-t of a r-et'i·rernent plan to wh'ich sub-

S sect?:on (d)(2) appl1:es. 

6 "(3) DETER1'diNATION OF BENEFICIARIES' Il\TTER-

7 EST IN TRUST.-

8 ''(A) DE1'ERMINA1'10iVS TJj\TDER PARAGRAPH 

9 (1) .-For- pttrposes of pant,_(JTa]Jh (1), a bene-

! 0 jic1:ary' s inteTest 1:n n trnst shall be based upon 

11 all relevant facts and C'i1·cumstances, 'including 

12 the tenns of the trrtst 1:nsfnt'rnent and any letfe1· 

13 of W'ishes or- s'irn,ilar- document, histoT'ical pat-

14 terns of tntst dic;tn:lmh:ons, and the e~ristence of 

15 and functions performed by a trust pmtector· OT 

16 any S'l>rnilar a,dm:ser·. 

17 ''(B) OTHER DE1'ERMLVATI0}\S.-For- pur-

18 poses of this sect?:on-

19 "(i) CONSTRUCTIVE OlV.VERSHIP.-lf a 

20 ben~fic?:ary of a trnst is a corpon1tion, part-

21 nenh,ip, trust, or estate, the shareholde'1·s, 

22 pariner·s, or ben~j?:c1:an:es shall be deemed to 

23 be the tr-ust beu~f~c'ictr"ies fbr puTposes r~j' th'is 

24 section. 
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1 "(i1) TAXPAYER RE'I'URJ\T POSJ'J'JOJY.-Jl 

2 taxpaye·r shall cleaTly ind·icate on 'its 'in-

3 come tax r-et-urn-

4 (((I) the methodology 'Used to de-

S termine that tt~xpaye1·'s trnst interest 

6 'Under this sect?:on, and 

7 (((II) if the taxpayer kno'WS (or 

8 has reason to kno'w) that any otheT 

9 beneficiary of such trust is using a dif-

1 0 j'e1·ent rnethodology to deterrnine such 

11 beneficiary's trust 'interest under th,is 

12 section. 

13 u(q) TERlvl!NATION OF DEFERRALS, ETC.-In the case 

14 of any cove'J'ed expatriate, notw1:thstanding any other prnvi-

15 S'ion of this title-

16 (((1) any period du1'i·ng which recogn,it?:on of i·n-

17 come or ga'in is deferred shall te,rminate on the day 

18 before the expatriation date, a·nd 

19 (((2) any ea:tens-ion of time for payut,ent of twx: 

20 shall cease to apply on the day before the expatr-1:at?:on 

21 date and the unpa,id po-rt-ion of such tax shall be dtt.e 

22 and payable at the time and in the manner- pn~-

23 scr'iberl by the 8ecreta:ry. 

24 (((h) I ;tJPOSITION OF 'J'ENTATn1E 'PAX-

tHR 2 EAS 
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1 ''(1) IN GEA'ERAL.-lf an 'iJuiiv,£dttal 1:s 'J·equ'ired 

2 to -include any mnmud in gross 'incmne 'Wtuler sub-

3 section (a) f(JT any ta:x:able year, ther-e 1:s hereby ?>m-

4 posed, irn'mecl'iately bej(Yre the e:xpat'riat,ion date, a tax 

5 in an amuunt e(j'/tal to the amou,nt of ta:x: whidt 

6 would be imposed 'tf the taxable yea,r· ·we1·e a short tax-

7 able year ending on the e1:pub·iation date. 

8 ''(2) DUE DATE.-The due date for any tnx 'itn-

9 1HJsed by paragraph (1) shall be the 90th day ajte?" the 

10 expatriat?:on date. 

11 ''(3) TREA'l'il1ENT OF TlLY.-Any tax 1Jaid under-

12 pa1-agraph (1) shall be tTeated as a paynwrd of the 

13 tax imposed by th,is chapter- for the taxable year to 

14 wh,£ch subsect'ion (a) a,ppl'ies. 

15 "(4) DEFERRAL OF 1'ilX.-The pr'OV'iS'ions of S'Ub-

16 section (b) shall apply to the tax imposed by th,is sub-

17 sect,ion to the extent att·ributable to gain incl,ud,ible ,in 

18 q'ross income by reason qf' th1:s sect?:on. 

19 "(i) SPECIAL LIENS FOR DEFERRED TAX AMOUJV1'8.-

20 "(1) 1MPUSI1'IUN UF UEN.-

21 "(A) Lv OEjVERAL.-lf a cove,red expatriate 

22 makes an elect?: on 'U:nde1· subsect?:on (a)( 4) o1· (b) 

23 'wh·ich TeStt.lts 'in the defe-rral of any ta:x: -imposed 

24 by reason r~f s·ubsecfion (a), the deferred amo,unt 

25 {'t>nclnding O/n!} i'nterest, ruldib:o·no] O/rn,ount, ad-
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1 ddiou to taa:, assessable pe·naZty, aurl costs rd-

2 trilYUtable to the d~j'erred a·mouut) shall be a lien 

3 r:n .f{,tvor rd' the Unded States un all 7J1'0TH-;r·ty r~f' 

4 the expat·riate located in the United States (with-

5 o·ut regard to whether this section applies to the 

6 property). 

7 (((B) DEFERRED AMOUN'l'.-F'or purposes r~j' 

8 this subsection, the deferTerl mnou.nt ·is the 

9 amount of the increa:)e in the cover-ed expah""i-

1 0 ate's r>ncorne taa: wh'ich, lmt for the electr:on 11.nder 

11 subsection (a.)(4) or- (b), wo1.tld have occurred by 

12 1·eason of thr:s sect·ion for the taxa.hle yea.r inclu.d-

13 ing the expatr··iation date. 

14 {((2) PRRJOD OF' JJRN.-'Phe hen 'imposed by th,is 

15 subsect,ion shall m··ise on the expatriat·ion date and 

16 conti·nue until-

17 (((A) the liability for tax by reaso·n of th·is 

18 section ·is satr:s.f~ed 01· has become unenforceable 

19 by reason of lapse of t·i·me, or 

20 (((B) r:t 1:s established to the satr:.~f(J,cf1:on qf 

21 the Secreta·ry that no .fitriher ta:;c l'iab'ility 'fl'l.ay 

22 arise by 1·eason of this section. 

23 (((3) CERTAIN RULES APPLY.-'Fhe rules set fbrth 

24 in pctr-ayntph~'l (1), (3), and (4) of section 6'3:24A(d) 

25 shall apply with respect to the hen ·imposed by th't:s 
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1 subsect-t:on as 'if 'if 'WP/re a z,£en 1:·mposed by sech:on 

2 6324A. 

3 ''(j) REUULATIUKS.-'I'he Secretary shall pr-escribe 

4 such regulat·ions as 'may be necessary or appmpr'iate to 

5 car-r-y m.d the purposes r~f this section.". 

6 (b) INCLUSION IN INCO:ltJE OF GIFTS AND BEQUESTS 

7 RECEIVED BY UNITED STATES CI'l'IZENS AND RESIDENTS 

8 FROM EXPATRIATES.-8ect·ion 102 (r-elating to gifts, etc. 

9 not incl:uded in gross income) is a:mended by adding at the 

1 0 enrl the follow'ing new subsection: 

11 "(d) GIF'l'S AND INHERITANCES FROM COVERED EX-

12 PATRIA'l'ES.-

13 "(1) TREA'l'il!IENT OF GIFTS AND INHERIT-

14 AN(JR8.-

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 
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"(A) IN GENERAL.-Subsection (a) shall not 

exclude .f1YJ'rn gross in.cmne the valtte of a·ny prop­

erty acquired by g·~ft, bequest, devise, or· inheTit­

wnce .f1·o·rn a cover-ed e:x;patriate afteT the expa­

tricti'ion date. 

"(B) DE'l'ERJIIIINA'l'IUN UF BASIS.-Notwith­

standing sections 1 015 or 1022, the bas-is r~f a'll.y 

propeTty desc?·?}Jed in subpw·agntph (A) 1:-n the 

hamds of the donee or the per-son ncqu:iring such 

pr-upeTty .f1"o m the decedent shall be eq·ual tu the 
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1 .frt'l>r rnarket value qf' the JYI'OJJerty at the t'i'tll e r~f' 

2 the ,q·ift, bequest, dev·ise, o·r i'l/.he1·dauce. 

3 "(2) EXCEPTIONS F'OR TRLlNSF'ERS OTHERWISE 

4 SUBJECT TO ESTATE OR GIFT 'l'AX.-Pa:ragraph (1) 

5 shall not apply to any pmperty 1f either-

6 "(A) the g1jt, beqv.est, devise, or 'inher-1:tance 

7 

8 

9 

'/,S-

(((1:) shown on a ti1nely filed ·return, of 

tax imposed by chapter- 12 as a taxable g·ift 

10 by the cove1·ed expatr£ate, or-

11 (((i·i) included 'in the gross estate of the 

12 covered e.xpatn:ate frn· purposes of chapter 

13 11 and shown on a timely filed retttrn of 

14 tax i'mposed by chapter 11 of the estate (?!' 

15 the covered expatriate, o·r 

16 (((B) no such Tetnrn was t1>mely filed but no 

17 such Teturn wo·uld have been requir-ed to be filed 

18 even ~f the covered expatr-1:ate wen a cdizen or-

19 long-tern/. r-es,ident of the Uwitecl States. 

20 (((3) DEFINITIUNS.-For- p·wposes qf th1:s s·ub-

21 sect,ion, any term ·u.sed in this s1r.bsect·ion tvh:ich is also 

22 used in sect?:on 877A shall have the same mean1:ng as 

23 when, ·used in sech:on 877A. ". 
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1 (r:) lJEPn,.:n'Io;v OF' TEmiiNJl'l'ION OF UNITED STATER 

2 CITIZE.VSHIP.-Sechou 7701 (a) is mnended by culd'ing at 

3 the end the follmm>ng new par-agraph: 

4 (((50) TER111LVATIO.V OF u~VITEJJ STATES CJTIZE"V-

5 SHIP.-

6 (((A) IjV GEllERAL.-An ind·ividual sha,ll not 

7 cease to be tr-eated as a United States citizen be-

8 for·e the date on wh1:ch the 1>nd·im:rlual's citizen-

9 sh·ip is treated as r-elinquished under· section 

10 877A (e)(.1). 

11 (((B) DUAL CITTZENS.-Under- r·egulations 

12 pnscn:bed by the Secr-eta:ry, subpa·mgra.ph (A) 

13 shall not apply to an ·i·ndividttal who became at 

14 7n:r-th a C'it'l:zen of the United States and a cib:zeu 

15 of anotheT countr-y. ". 

16 (d) INELIGIBILITY FOR VISA OR L-liJJIIISSION '1'0 

17 UNITED STATES.-

18 (1) IN GENERAL.-Section 2.12(a)(10}(E) of the 

19 Imrn:igr-atwu and l\~at'io·naldy Act (8 U.S.C. 

20 1182(a)(10)(E)) 1:s am.ended to 1·ead as .f(Jllmus: 

21 

22 

23 

24 

25 

(((E) FORMER CITIZENS j\TQT IN COMPLI­

ANCE WITH E.¥Pll'l'RL1TTON REFENUE PROFJ­

SIONS.-Any cthen 'IVho ·is a .fbrme'r cd'izen r~l the 

United States who ndinquishes United States 

cd£zeush·,:rJ (urdhin the 'm.eo:n:ing r~f" sech:rrn 
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1 877A (~)(3) qf' the Internal Revenue Code qf' 198(J) 

2 wnd tulw 'is not in cmnplia·nce with seci'ion 877A 

3 (~f such Code (r-elahng to e1:pat1·1:at?:on) 1:s inwl-

4 1'1'/.iss·ible. ". 

5 (2) AVAILABILITY OF INFORMA'l'ION.-

6 (A) LV GENERAL.-Section 6103(l) (relating 

7 to disclosure of ret·urns and ret?trn inform.ation 

8 j(n· purposes other- tha.n tax adrn:in1:strntion) ·is 

9 amended by add,ing at the end the follow,ing new 

10 parn,qmph: 

11 (((21) DISCLOSURE TO DENY VISA OR .1WMISSION 

12 TO CERTAIN EXPATRIA'l'ES.-Upon wr-1:tten r-eqttesf of 

13 the Attorney Genem,l o1· the Atto?~ney Genem.l's dele-

14 ,gate, the Secretm-y sha,ll disclose whethe1· an ?:nd?:-

15 V'idua,l is in compl-iance w·ith section 877A (and '~{not 

16 1:n compliance, any 1:terns of noncornpl1:ance) to off?:-

17 cers and employees of the Federal agency responsible 

18 for· ad-rwiniste1·ing sect?:on 212(a)(10)(E) of the lrn:lm:-

19 grat'ion and Nationaldy Act solely for the purpose of 

20 antl to the e;dent n.ecessar·y 1>n, adrm>nister-?>ng S'u..ch 

21 sect·ion 212(a)(1 O)(E). ". 

22 (B) 8APEGUARDS.-8ection 6103(p)(4) (?·e-

23 lating to sqfeguanls) 'is arnended by strik-ing ''or-

24 (20)" each place it appears and inser·ting (((20), 

25 0'1" (21)". 
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1 (3) EF'FEC'J'Jl'E DATES.-The U:l'newhnen.ts 1uarle 

2 by th·is S1tbsect·ion shall apply to 'incl'iv·iduals who re-

3 Unq-u,1:sh Um:ted States c1:tizenship on OT after the date 

4 qf' the enactment r~f th,is Act. 

5 (e) CONFORMING AMENDJl!ENTS.-

6 (1) Section 877 is arnended by adrbng a,t the end 

7 the following new S'llbsection: 

8 ''(h) APPLICATION.-This sect·ion shall not apply to an 

9 e:x:patriate (as defined in section 877A(e)) whose expatr-ia-

1 0 tion date (as so defined) occnr-s on or afte-r the date of the 

11 enactment of th·is subsection. ". 

12 (2) Section 2107 1:s amended by add1:ng at the 

13 end the following new subsection: 

14 ''(f) APPUf!A 7'JON.-'Ph7:s section shall not apply to 

15 any expatr-iate subject to section 877 A. ". 

16 (3) Section 2501 (a)(3) 1:s wrnended by add1:ng at 

17 the end the following new subpa1ngraph: 

18 '((C) APPLICA'l'ION.-This panLgraph shall 

19 ·not apply to any expatriate sul~ject to sect·ion 

20 877A.". 

21 (4) Sect,ion 6039G(a) is a'n~euded by inse-rt,iug 

22 "rw 877A" after ({sectio·n 877(b)". 

23 (5) The second sentence of section 6'039G(d) 'is 

24 u:mended by inserting ({or who relinquishes United 
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1 Stntr-;s t'£h:ze11.sh'i7J (wdh'1>11 the 'mean11mq r~f sect'ion 

2 877A(e)(3))" qfter- "sect'ion 877(c~))". 

3 (f) CI~ERH~,LL AJlJENDMENT.-'The table r~f sections for 

4 subpa·ri A r~f part II r~f S'U.bchapter- N of chapter 1 is ct'mend-

5 ed by 1:nseTt1:11g rJ:fter- the 1:tem relating to sect1:on 877 the 

6 fbllowing new 'item: 

"Sec. 877>1. Tnr resptmsiln:lit?:es 1!{ e.1p11Irinlion. ". 

7 (g) EFFEcrnrE DATE.-

8 (1) IN GENERAL.-E:x;cept as pm'V1:ded 1:n th1:s 

9 subsect·ion, the amendments made by th,is sect'ion shall 

10 r1,pply to expatriates (w1:th1:n the meaning r~f sech:on 

11 877A(e) r~f the Internal Reven·ue Code of 1986, as 

12 added by this section) whose e:x;patr-iation da,te (as so 

13 d~fined) occurs on or- after the date of the enactment 

14 of this Act. 

15 (2) GIFTS .11VD BEQUE8TS.-8ection 102(rl) of 

16 the Inter-1w.Z Revenue Code of 1986 (as added by snb-

17 secb:on. (h)) shall apply to g1j'ts and bequests rece1:ved 

18 on or- a;fte?" the date of the enactment of th,is Act, from 

19 ain 'ind,iv·idual O'l' the estate of an in.dim:(htal whose e::r;-

20 patT'iation date (as so d~fined) occur-s ajteT such date. 

21 (.1) DUR JJ;ITR F'OR TRNT'ATn1R TAX.-The due 

22 date undeT sect·ion 877A(h)(2) r~f the Inte1'nal Reven~te 

23 Code of 1986', as added by th,is sect'io·n, shall 'I'll ·no 

24 e'ueut occur b~fore the 90th day a;fte'l' the date r~f the 

25 enaduu~11t r~f th,is Act. 
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1 SEC. 226. LIMITATION ON ANNUAL AMOUNTS WHICH MAY 

2 BE DEFERRED UNDER NONQUALIFIED DE-

3 FERRED COMPENSATION ARRANGEMENTS. 

4 (a) h' GENEIVlL-8edion 10.9A(a) r~f the Inte1··na.l 

5 Re·tJe'/'1. ne Code r~f 1.9R6 (relal·i·ng to .,;.,,.cl11s·irm rd' q mss ·iTu:rnne 

6 unde?" nonqual·(fied defen·ed cornpenscd·ion plans) ~s 

7 a·mended-

8 (1) by st·riking {(and (4)" ·iu subclause (1) of 

9 parag1·aph (1)(A)(i) aud ·inserhnq {(( 4), and (5)", 

10 and 

11 (2) by adding at the end the .f(Jllm.m>ng new para-

12 gr-aph: 

13 (((5) ANNUAL LIMJ7jlTJOl\~ ON AGGREGA'l'E DE-

14 FERRED AMOUNTS.-

15 (((A) LIMI'l'J1TTON.-Th.e req'11.i1·ements r~f this 

16 pa·m.g-rrr.]Jh are 'Jnet ·(j' the plau prov·ides that the 

17 a.,qyr-egate u.rnount r~f compensat-ion which ·is Je-

18 fe:rnd for any ta:x:o.lJle year wdh. 'l'espect to a pa:r-

19 t-icipant nnde1· the plan 1nay not e:xceed the ap-

20 pl·icable dolZa·r o:m.o·u·u t ./(rr the ta:r.:able year. 

21 (((B) ],VCLUSTON OF FUTURE KlR;VJ.VGS.-Jf 

22 an Oil'r/.07tnt ·is 'iuclnd·i7Jle. ll'JIChw pamgraph (1) '1:11 

23 the gross incom.e rd' a pa.ri'iC'ipant for any ta:u1ble 

24 yea-r by reason r~f' a11y ./(t:dn·m to meet the req-u:im-

25 n·t.e·nts r~{ th·is paro.qTa7Jh, uny iw:mne (u·hether 

26 a.chwl o·1· ·uohonul) .fin· any :mlJ:·;eqnent tu:;:able 
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year shall be 'l:nchtrled 'l,n qnJss 'l:ncome nHde'l' 

paragraph (1)(A) 'in such St!,bsequent tax;able 

yeu,r- to the extent S'Uch 1:·ncome-

''(i) is attr,ibutable to cornpensat'ion (or­

income attr-ilndable to s·uch compensation) 

requ1:r-ed to be 'included in ,qmss 'incmne by 

r-eason of such fail'u,r-e (including by reason 

of th1:s S?lbpam,graph), and 

"(ii) is not sub,ject to a substant-ial risk 

offorfe1:tur-e and has not been prem:ously ?>n.­

cluded in gmss 'income. 

''(C) AGGREGATION RULE.-For- pur7Joses r~f 

th,is paTagr-aph, all nonqualified defer-red com­

pe,nsation plans m.aintai11.ed 7Jy all e'tnployers 

tr-ea,ted as a single employer under subsection 

(d)(fJ) shall be treated as 1 plan. 

"(D) APPLICABLE DOLLAR AMOUl\T.-For 

pur7Joses of th1:s par-agraph-

"('i) IN GENERAL.-The term 'appl'ica­

ble dolla?' amount' means, w1:th resped to 

any part,ic'ipant, the lesser- of-· -

"(I) the wve1uge a:nnual com­

pe'J/,sat?:m~ wh'ich was payable d?liJ'iny 

the base period to the participant by 

tlu; em.ployer 'mm>ntairu>llg the '110'11-
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fJIW}'Ified deje·rred cmnpe·nsation plan 

(or any predecesso·r of the etnployer) 

and tchich ·u:as includible in the pa1"­

hcipant's gToss 'i·ncome .fo'Y' taxable 

ye(],1 ·s in the base period, o1· 

"(II) $1,000,000. 

"(ii) BASE PERIOD.-

" (I) TN GENERAL-The terrn 'base 

periorl' means, with nspect to any 

crnnpntat·irm yea:r~ the !J-taxable yeaT 

pe1·'iod enrl·ing W'ith the taxable yeaT 

p1·eceding the cmnpntation yea.T. 

(((II) ELECTIONS ;vliWE BEFORE 

(!()JifPUTATTnN YEAR.-Ij; befoTe the be­

ginning of the computation year~ an 

election desc·ribed 1:n pa-ragTaph ( 4) (B) 

·is 'fl'l.ctde by the pa'l"t'ic·ipant to have 

cmnpeusahon, .fbr serv'ices per.fonned in 

the co·m.putat·ion year de.fe·rred u:nder a 

no nq1tal1f1:er1 clefe1·1·ed com pensat?:on 

plan, the base period shall be the 5-tax­

able year period enrliny with the tax­

a.lJZe year p reeerb:ng the trKr.rtl)le yea.r· 'in 

which the election is made. 
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1 (((III) CoMn'TXl'IO~Y n;;.~tR.-F'or 

2 purposes of this clause, the term. (cmn-

3 JYI.dation year-' ·m.eans any ta:x:able year-

4 of the pari·icipant .fbr wh'ich the hrnda-

5 tion muler· suJJpam,graph (A) is lJeiny 

6 determined. 

7 (((IV) SPECIAL RULE FOR EM-

8 PLOYEES OF' LESS THAN 5 YEARS.-lf 

9 a par·ticipant did nut pe?:f(n m services 

1 0 for- the employer- rnm:nta·1>m.ng the ·non-

11 qualified d~fervred compensat·ion plan 

12 (or any pr-edecesso1· r~f the employer) 

13 du1·ing the entire .5-taxable year- per-iod 

14 n4en·ed to 1:n s·1.dJpmngnz7Jh (A) m· (B), 

15 only the pmiion of such per··iod clur·ing 

16 which the pariir.1:pant pe·1:fb·rrned such 

17 ser-vices shall be taken. -into accouut. ". 

18 (b) EF'FEC'l'IVE DATE.-

19 (1) Lv GENERAL.-The wnenrhnents made by 

20 this sect?:on shall apply to taxable yea1·s beginm>ng 

21 after December 31, 2006, except that-

22 (A) the amendm.en.ts shall only apply to 

23 arnmr:nts deferred after Decernbe·r 3J, 2006 (and 

24 to earnings on s·uch amounts), a:nd 
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1 (B) taxable yew·s beg·1:nu.ing on O'l' b~f(rre 

2 Dece-rnber- 31, 2006, sha.ll be taken i·nto acco·unt 

3 i:n dete1"1'/1.1;m:ng the avem.ge annnal cmnpensa.t1:on 

4 qf a pa'l'tic·ipa.nt du·ring a·ny base pe1·iod for P'Wr-

5 poses f~{ section 40.9A(a)(5)(D) of the Internal 

6 Revenue Corle f~f 1.986 (as added by such arnencl-

7 ments). 

8 (2) GUIDARCE RELATING TO CERTAIN EXISTING 

9 ARRANGEMENTS.-Nut late1· than 60 days after the 

10 date of the enactrnent f?/. th1:s Act, the 8ec1·eta.ry of the 

11 Tr-easur~y shall issue g~tidance pr-ovid·ing a limited pe-

12 riod d1t•rin.g wh·ich a nonqual·~f?:ed clefeTr-ed cornpensa-

13 t·ion plan a.dopted b~for-e December· 31, 2006', may, 

14 without v·iolah:ug the nqu1>rements of section 40.9A(a) 

15 r~f such Code, be arnended-

16 (A) to pmv·ide that a participant may, ·no 

17 later thmt Dece-mber- 31, 2007, cancel or- modify 

18 an ontsta·nrb:ng d~fe1"ral election with r-egar·d to 

19 all or a pmi·ion of mnounts defer-red after- Decem-

20 ber- 31, .2006', to the extent necessa?'y fur the plan 

21 to ·tneet the req~t.ir-etnents of sect·ion 409A(a)(5) of 

22 such Code (u.s added by the amendments made by 

23 this sed·ion), lnd on.ly 1j' mnou.nts s·u.bject to the 

24 cancellat-ion o1" rnod~ficaf'iun an, to the e.1:tent 

25 uot pre-IYioH.sly ·incluiled ·in g-ross ·incmne, ·inclurl-
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subject to substwnfial risk r~f'frnfedture, a·nd 

(B) to C(n~fin·l'n to the req·uJ1·entents of sec-

t·ion 409A(a)(5) qf such Code (as added by the 

arnendrnents mwlp, by this section) with r-egard 

to amounts deferred qfier- Decernber 31, 2006'. 

7 SEC. 227. INCREASE IN CRIMINAL MONETARY PENALTY LIM-

8 ITATION FOR THE UNDERPAYMENT OR OVER-

9 PAYMENT OF TAX DUE TO FRAUD. 

10 (a) IN GENERAL.-8ection. 7206 (1"elrding to fmu.rl and 

11 false statements) is amended-

12 (J) by str·iking "Any per-son ·who-" and 1:nseri-

13 ing "(a) IN GENERAL.-", and 

14 (2) by add1:ng at the end the follo·w?:ng 1ww sub-

15 sect·ion: 

16 "(b) INORE/lSE IX MONETARY LJMJ7~11'ION F'OR UN-

17 DERPAY,VIE1VT OR 011ERPAY,VJENT OF' TAJ{ DUE TO FRAUD.-

18 If any portion of any nnderpayrneut (as defined ·in sectio·n 

19 6664(a)) or ove·r7Jayment (as defined ·in sect·ion. 6401(a)) of 

21 fraudu.leut act·ion described ·in subsectiou (a), the appl-icable 

22 dollar amount under subsection (a) shall in no P.verd be less 

23 than an a.nunmt equal to s1.t.ch portion. A rule simila·r to 

24 the 1··nle under seetion 6'6'63 (b) shall apply frJT pU1'7)(Jses of 

25 deterrn·l:u:inu the port·iou so attrilmtohle. ". 
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1 (b) ]NCRRASE IN PENALTIES.-

2 (J) ATTEMPT TO EVADE OR DEFEAT TAX.-Sec-

3 t?:on 7201 is U:Jnended-

4 (A) by str-ik,ing ''$1 00, 000" and -inseTt'ing 

5 (($500,000", 

6 (B) by st,riking (($500,000" and 'inser-t,ing 

7 (( $1, 000, 000 ", and 

8 (C) by str-1:king ((5 years" mnd insert,ing ((10 

9 ,. )) yea,1 s . 

10 (2) TVJLLFUL FAILURE TO FILE RETUR!I~ SUPPLY 

11 INFORJ1ATION, OR PAY TJL-Y.-Section 7203 'LS 

12 amended-

13 (A) ,in the f~rst sentence-

14 (i) by si1''ik1:ng ((Any person" amd tn-

15 sm·ting the following: 

16 (((a) IN GENER;JL.-Any pe'tson", and 

17 ('i-i) by striking (($25, 000" and inser-t-

18 1:ng (($50, 000 ", 

19 (B) i'n the thiTd sentence, by str-ik'ing ((sec-

20 t . " l . t. (( b t. " d wn anc , 1;nser- ,tng stt sec wn , an · 

21 (C) by adding at the end the following new 

22 subsection: 

23 ''(b) AGGRilVr1TED FAILURE To FILE.-
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1 "(1) TN OEi\lEJLIL.-ln the case r~f" any frl/ilur·e de-

2 sr;'ribed 'i'J/, paraqraph (2), the first sentence of S'Ub-

3 section (a) shall be applied by snbstituhng-

4 "(A) ~felony' for ',rnisderneanor', 

5 ''(B) '$500,000 ($1,000,000' for· '$2.5,000 

6 ($1 00, 000', and 

8 ''(2) FAILURE DESCRIBED.-A fa1:lure rlescr'ibed 

9 1:n this pam,qraph is a fail,ure to make a 'return de-

l 0 scn}Jed 'in snlJ.sect1:on (a) for o, pen:orl of 3 oT rnore 

11 consecutive taxable yeaTs if the aggregate ta,x liability 

12 fo-r such pe,riod 1:s 'not less than $100,000. ". 

13 (3) FRAUD AND FALSE STATEMEN'l'S.-Section 

14 7206(a) (as 1·erles1:gnated by subsect1:on (a)) is 

15 amended-

16 (A) by strilc,ing ''$1 00, 000" and inserting 

17 ''$500, 000", 

18 (B) by sh·?:Jm:nq "$500,000" and inseTting 

19 "$1, 000, 000", and 

20 (( ! \ z t ., . "') " l . t . ( '.5 /1 JY s ,n '(',?,ng J yean u,nc ?,nseT ?,ng 

21 yeaTs". 

22 (c) EF'FECTn 7E DA TE.-The u:mend,rnents made by this 

23 section shall apply to act,,:ons, and failur-es to act, occurn>ng 

24 u:fteT the date of the enadm.ent t~f' this Act. 
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1 SEC. 228. DOUBLING OF CERTAIN PENALTIES, FINES, AND 

2 INTEREST ON UNDERPAYMENTS RELATED TO 

3 CERTAIN OFFSHORE FINANCIAL ARRANGE-

4 MENTS. 

5 (a) DETERMTNA'l'J()N ()F' PENAJ,'l'V.-

6 (1) IN GENERAL.-Notw,ithstandinq any othe1· 

7 pmvision, of law, 1:n the case of an appl1:cable 

8 ta.'l.:payeT-

9 (A) the deter·1ninat1:o·n as to whethe'r any '£n-

1 0 teTest or appl'icable pe'nalty 'is to be i'rnposed with 

11 respect to m1y ar-r·anqement described in pa?'a-

12 gr-aph (2), or to any 1Pnde1"Pa,yment of Feclentl 

13 income ta:x: attributable to items arising in con-

14 nectimt. wdh any such a:rrangernent, .~hall be 

15 made without r-egar-d to the rules of subsections 

16 (b), (c), anrl (rl) of section 6664 of the Jnte·rnal 

17 Revenue Code of 1.986, and 

18 (B) ·~f' any such interest or applicable pwn-

19 alty is imposed, the amount of such ·inten~st or 

20 penalty shall be eq t.tal to tw·ice that dete·nm:ned 

21 without r-egar-d to th·is sect,ion. 

22 (2) APPJ,JrJATnE TAXPAVER.-Fo·r pwposes (~f' 

23 this subsect'ion-

24 (A) Ix OENERJIL.-The tenn "appl'icable 

25 ta:xpayer" 'tnea:ns a ta:xpayer 1.oh:ir:h-
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('i) ha.s 'U/IIdt?rreported its Unded 8ta.tes 

'incrnne tax l·iab,il·ity tuith respect to any 

1:tetn 'Wh1:clt a1:r·ectly or· intb:rectly 1:nvol,ves-

(I) any financial arntn,qernent 

which in any manner relies on the 'Use 

of r~fJshore 1Jayrnent mechanisms (in­

dttding credit, debit, or chm~ge ca.rds) 

1:ssued by banks or other entities 'in for­

eign jurisdictions, OT 

(II) any offshore financial ar­

Tanqement ('includ·ing any arTange­

rne-nt w1:th frnm:gn banks, j~na.nc1:az in­

stitutions, cor1Jorations, partnerships, 

trusts, or other en.t?:t?:es), and 

(i·i) has neither signed a clo.'ring agree­

'Jnent pu-rsuant to the VoluntaTy Offshore 

Co-rnpl·iance Initiative established by the De­

pruhnent qf' the Treas1t1·y nndeT Reven:ue 

Procedure 2003-11 nor· vol~mtarily dis­

closed its participcttion in such anwnge­

Tnent by 1UJt•dy,ing the Internal Revenue 

Se1"uice r~l such a,TTangement prior to the 

'l:ssne bwing rm:sed by the Internal Reven.ne 

SertFice du?"in,q an e:x;amination. 
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(B) AU'l'IIORITY '1'0 WAil'E.-The Ser~ndary 

of the Treasury OT the Secretwry's delegate ·tnay 

wawe the appl?:cat?:ou r~l paragm.ph (1) to any 

taxpayer ·if the SecTetary or the Secr-etary's dele­

gate determines that the nse of s·nch u.ff'shm·e 1Jay­

rnent 1nechanisrns 'is inc1:dental to the t·rans­

action and, in addition, in the case u.f a trade 

or lms1:ness, such nse ·is conrluderl 1>n the ordi­

nary co·urse of the type of trade or· business of the 

taxpayer. 

(C) ISSUES RA18ED.-Fm· pur7J0ses r~f sub­

paTagmph (A) (ii), an 1:ten·1. shall be tTea.ted as an 

issue Taised during an exarn·ination 'if the 'indi­

vidual exarni'l't.'ing the return-

(i) commun-icates to the taxpayer-

16 k·nowledge about the spec~tic dern, oT 

17 (i·i) has tnade a request to the taxpaye·r 

18 .for i11:formation and the ta:x:paye1· could not 

19 make a complete r-esponse to that r-eq1.1.est 

20 without g1:m:ng the e:x:a:m1:ner knowledge (~f 

21 the spec·~fic -item. 

22 (b) APPLICABLE PEl·lALTY.-F(w p·urposes r~f this sec-

23 t1:on, the term "c~ppl·icable penalty" means any penalty, ad-

24 dition to tax, ot· fine imposed under chapter 68 (~l the lnter-

25 n.al Revenue Corle r~f 1.986. 
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1 (e) Efi'fi'ECT!VE DATE.-The prnV?:s'ions of thjs sect·in·n 

2 shall apply to ·interest, penalt·ies, additions to tax, and fines 

3 with r-espect to any ta:r.xtble year ~t; as of the date r~f the 

4 euacf'rnent r~f this Act, the assessment rif any tax, penctlty, 

5 or interest with r-espect to sttch ta:r.:able yectr- is nut pr-evented 

6 by the operat·ion of any law or- rule of la-u). 

7 SEC. 229. INCREASE IN PENALTY FOR BAD CHECKS AND 

8 MONEY ORDERS. 

9 (a) IN GENERAL.-Section 6657 (relating to bad 

10 checks) 1:s arnen.ded-

11 (1) by str-iking "$750" and inserting (($1,250", 

12 and 

13 (2) by striking "$15" and inser-ting "$25". 

14 (b) EF'F'JiXJTn'E DATE.-The amendtnents made by this 

15 section apply to checks or- money or-der-s rece·ived after the 

16 elate of the enachnent ofth?:s Act. 

17 SEC. 230. TREATMENT OF CONTINGENT PAYMENT CON-

18 VERTIBLE DEBT INSTRUMENTS. 

19 (a) Lv GENERAL.-Section 1275(d) (r-elating to -regula-

20 ti1m u:nthor#y) 1:s u:menderl-

21 (1) by st·riking {(The Secntary" and inse·rtin.g 

22 the ./(Jllrrwvny: 

23 "(1) IN GENERAL.-The Secr-etary", and 

24 (2) by uehling at the end the follmm:ny new para-

25 qr-aph: 
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1 "(2) TREA'J'MEN1' OF COlv"J'J,VGEN'J' Pil Y:l/E;\"1' CON-

2 VER'J'IBLE DEB'J'.-

3 "(A) IN GENERAL.-T11 the cnse r~f' a debt in-

4 struuwnt which-

5 "(1) 1:s conver-tible into stock of the 

6 issu'ing coTpor-ation, into stock O'l' debt of a 

7 r-elaied par·ty (within the meanin,r; of section 

8 267(b) or- 707(b}(1}}, or ,,:nto cash OT other 

9 pr-oper-ty in an amount equal to the appmx-

1 0 i'rn,rde V(J,lue of such stock oT delJt, (Jjn,d 

11 (((ii) pmv,ides for- cont,ingent payments, 

12 any r·egula,t?:ons wh,,;ch r-equ1>re m·iginal 1:ssue dis-

13 cmmt to be deter"''nined by r-efer-ence to the corn-

14 pam,ble y1:eld of a, noncml,t?:n,qent .f1:xed-rate debt 

15 instrument shall be applied as ~f the 1"egulations 

16 1·equir-e that such cmnpa'rable yield be deter•rnr:·ned 

17 by refe·rence to a, 'nonco·nt'ingent .f~xed-rate debt 

18 instr-u:ment which is conver-tible into stuck. 

19 (((B) SPECIAL RULE.-For pu'l'poses of sub-

20 parngm,ph (A), the cor11.parable yield shall be de-

21 te·rrwined without taking into account the y'ield 

22 resultr:n,r; frmn the mrwer"swn of a debt 1:nstru-

23 tnent ·into stock.". 
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1 (b) CROSS REF'ERENCE.-8eet·irm 1 fid(e)(fJ) (relahnq 

2 to cross Teferences) ·is amended by adding at the end the 

3 .frJllrxwing: 

"For the treattnent r~f cont1>ngen,t paymeut 

convertible debt, see section 1275(<1)(2). ". 

4 

5 

6 (c) EFFECTIVE DATE.-'lTfw arnendrnen.ts ·rrwde by th·is 

7 section slw,ll apply to debt insf1·'u:ments iss·twd on or· r~fter 

8 the date of the enactment ofth1:s Act. 

9 SEC. 231. EXTENSION OF IRS USER FEES. 

10 8u.7Jsect?:on (c) of sect?:on 7628 (1·elat?:ng to Tnte·J"1Utl 

11 Revenue Service user- fees) is amended by st?··ihng "Sep-

12 temlJer 30, 2014" and ·inserting ''SepternlJeT 30, 20_16". 

13 SEC. 232. MODIFICATION OF COLLECTION DUE PROCESS 

14 PROCEDURES FOR EMPLOYMENT TAX LIABIL-

15 /TIES. 

16 (a) IN GENERAL.-Sect·io·n 6'330(f) (relat?>ng to .ieop-

17 anly and State refwnd collect·ion) ·is a:meuded-

18 (1) by st1"ik1:0ng "; or" at the end of paraqm.ph 

19 ( 1) and ·inseri·i·ng a crnnrna, 

20 (2) by adrl1:ng "m·" at the e·nd qf' pa1·agmph ('2), 

21 and 

22 (3) by inserting ufteT paTayn.t.ph (2) the ./(Jl-

23 lowt>ng new pwmqntph: 
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1 ''(3) the Ser:·retary has served a levy ·i·n connec-

2 tion u.,ifh the collect-io·n of ta.x:es under chapter 21, 22, 

3 23 2d" ' 0'1" ~ '1, ' 

4 (b) EFFECTnTE 1JATE.-1"'he a:men.drnents 'I'JU.tde by this 

5 section shall apply to lem:es iss·ued on or after- the clute tlwt 

6 is 120 days after the date of the e·nactment r~f th·is Act. 

7 SEC. 233. MODIFICATIONS TO WHISTLEBLOWER REFORMS. 

8 (a) MODIFICATIOl\T OF TAX THRESHOLD FOR 

9 AWARDB.-Subpant,r;ntph (B) of section 7623(b)(5), as 

10 arlrlerl by the Ta:x: Rel·icf and 1-Iealth Care Act of 2006, is 

11 amended by stTiking "$2,000,000" and ·inserting "$20,000". 

12 (h) 1iVI-IISTLEBLOWER OFFICE.-

13 (1) IN GENERAL.-Sect·ion 7623 ·is amended by 

14 a.dding at the end the foZlowi·n.g new subsections: 

15 "(c) l¥I-IIS1'LEBLOHER OFFICE.-

16 "(1) IN GENER.1lL.-The·re ·is estabZ1:shed in the 

17 Internal Revenue Se1·uice an office to be known as the 

18 'TVhistleblower Qfjice' wh:J:ch-

19 "(A) shall at a.ll t·imes oper-ate at the d-i·rec-

20 tion (~f the Uom·miss1:oner- und coonl1>nate and 

21 consult 'JDith othe·r cl·iv·is·ions 'in the Inte·J•nal Rev-

22 en·tw S ervice as rlin~Gted by the Umnm'issione'l'~ 

23 "(B) shall analyze ir~fm ·mat·ion ncwi·ued 

24 fhxm any inrlividnal described in S'tlbsedion (b) 

25 a:nd e·dhe'l" ·invest-iqate the ·mo.tter ·dsel:f or ass'ign 
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1 ·d to the ctpJYf'O}J'I"iafe Internal Revenne Se·rm:ce 

2 office, 

3 "(Cy 1 7 ll 't t . t 1 'tl 1 s ut, ·mont ,u1· any ac ,um ,a r,en. WL 1, 

4 respect to such rnattet~ 

5 "(D) shall infor·m s·uch irulividmal that it 

6 has accepted the ind·iv·idu.al's ·infrYJ"'nat-ion fm· 

7 .f1.triher- r-eview, 

8 ''(E) rnay r·eqtn:r-e such ,,:nd-im:rlu.al and any 

9 legal r-epr-esentat·ive of sttch indiv·idual to not dis-

10 close any infor-rJuJ,t1:on so prmn:rlerl, 

11 ''(F) in -its sole d·iscr-etion, may ask fm· a,d-

12 d1:timwl assistance fmrn such 'individttal m· a.ny 

13 legal r-epr-esentative of s·uch ·ind·ividual, and 

14 ''(G) shall determine the arnouut to be 

15 awarded to such individual under subsect·ion (b). 

16 ''(2) FUNDING FOR OFFICE.-There is a:tdhon:zed 

17 to be appropr·iatecl $10, 000, 000 for each fiscal yeaT 

18 for· the lVhistleblower Office. These .f1tuds shall be used 

19 to rnaintain the Whistleblower Office and also to re-

20 1:mbur-se other- Internal R evenue Serm:ce v!J1:ces .f(Jr n-

21 latecl costs, stwh as costs of ·invest-i,gat·ion and collec-

22 tion. 

23 "(3) REQUEST FOR ASSIST~:INCE.-

24 

25 
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"(A) IN GENERAL.-Any assistance r-e-

quested u.urle'Y' paragraph ( 1) (R) shall lJe u:nrle'l' 
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1 the direction aud crmt·rol c~f' the Wh·,:stleblowe·r Or 

2 fice o·1· the office assiqned to investigate the ·mat-

3 ter- Hn.der subparagmph (.11) . No ind1:uidu.al or-

4 legal representat·i·ve whose assistance ·is so ., ·e-

5 quested muy by r-euson of s·uch r·eq·u.est r-epnsen.t 

6 h·i·mself o·r he·rself a.s an employee of the Feder-al 

7 Government. 

8 (((B) FUNDING OF ASSISTANCE.-Fmrn the 

9 a:rnonnts available for e.xpenditun under s·ub-

10 sect1:on. (h), the Wh1:stleblower Office may, wuh 

11 the agreement of the ·ind·ividual descr·ibed -in sub-

12 sech:on (b), 1m:rnlm.r-se the costs incU?"t'ed by a:ny 

13 legal 1"epr-esentative of such ·ind-ividu.al in pro-

14 m:d-in_q ass1:stance descr?:lJed ·in su.bpa.m.,qm.ph (A). 

15 (((cl) REPOR1'S.-1"M Secretary shall each year con-

16 duct a study a·nd TCJJort to Con,q·ress on the ·1tse of th1:s sec-

17 t·io·n, ·includ-ing-

18 (((1) an a:nalys1:s of the nse o.f' th1:s section du'Y'ing 

19 the preced·ing year and the .,·esults of s·uch use, and 

20 (( (2) u:ny legislutive or- adm1:nistr'Uti·ue r-ec-

21 o·mTnendo.tunl.s ngardin.,g the pTOv·isions of th:is sect-ion 

22 and its application. ". 

23 (2) (foNFOR.VIINCJ AJJENJJ]l,JENT.-Sech:on 406' r~f' 

24 (h1!ision A r~f' the 'Ta:x.: Relief ancl 1-Jealth Cw·e Act r4' 

25 2006 'is o:rnen.ded by strikiuy s?tbseti'ions (b) and (c). 
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1 (.5) REPORT ON IMPUiJJl!El'l'i:,JTTOK-JVot later 

2 than 6' months qfkr the date r~l the enadmen.t r~f' this 

3 Act, the Secretary rd' the Tn~asury shall s·ubrm:t to 

4 Con,qTess a report on the establ-ishuwnt and opernt·ion 

5 c~l the Whistleblower Off~ce nndm· section 7G23(c) c~f 

6 the Internal Revenue Code r~f1986. 

7 (c) PUBLICITY OF' AWARD APPEALS.-Parayr·aph (4) 

8 of sect?:on 7628(h), as added by the 1h:x; Relief and ~Health 

9 Care A ct uf 2006', is amended tu r-ead as follows: 

10 (((4) APPEAL OF AW/lRD DETERMINATION.-

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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''(A) IN GENERAL.-Any determ,ination re­

,qar·d?>ng a.n awar-d ·1.tnder- par-a,q1·aph (J ), (2 ), or­

(3) may, w ·ith,in 30 days of such determ'inat·ion, 

be appea,led to the Tax Conrt (and the Tax Court 

shall have jurisd·ict·ion w ·ith r-espect to such mat­

ter). 

''(B) PUBLICI'I'Y OF APPEALS.-Notwith­

stand?:n,q section.s 7458 and 746'1, the Ta,x Cou:rt 

·may, in orde·1· to preser·ve the anonymity, p'Y"i­

vacy, OT r.u11fidential1:ty c~f' any person under- th1:s 

subsection, prov·ide by ·rules adopted u.nde·r sec­

tion 7453 that pm·t~:ons c~ffilinqs, hearinqs, testi­

mony, ev'idence, and reports ·1:n crmnection ·u)'ith 

pmceedinqs nnde1· this subsection may be closed 

to the pu.Nic o·r to ·insped·£rrn by the pnlJZ.ic. ". 
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1 (rl) Efi'F'EC'J'TVE DA'J'!C.-

2 ( 1) l.V OENERAL.-E:xcept as p·mv·ided 'in paru.-

3 gnrph (2), the wnemllnents nwde by th1·s sect1:on shall 

4 apply to 'it~f(yr·tnat·ion provided on or afte·r the date r~f 

5 the enactment r~f th1:s Act. 

6 (2) PUBLICI'I'Y OF AWARD APPEAL8.-17w 

7 amendment made by s?tbsectiun (c) shall take effect as 

8 'If 1:ncltJ.rlerl 1:n the amendments rnade by section 406 

9 of the Tax Rel·i~f and H~ealth Uar-e Act of 2006. 

10 SEC. 234. MODIFICATIONS OF DEFINITION OF EMPLOYEES 

11 COVERED BY DENIAL OF DEDUCTION FOR EX-

12 CESSIVE EMPLOYEE REMUNERATION. 

13 (a) IN GENERAL.-Pm·agmph (3) of sect-ion 162(m) "is 

14 wm.ended to ·read as follows: 

15 (((3) COVERED EMPLOYEE.-For· p·urposes r~f th·is 

16 subsectio·n, the term 'covend ernployee' ·meaus, wdh 

17 Tespect to any t(u;payer for any taxable year~ wn ·ind·i-

18 V?:dual who-

19 a(A) teas the chief executive office·r qf the 

20 

21 

22 

23 

24 

25 
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taa;payer-, or- an 1>nrhvidual acting 1:n S'lteh a m.­

pac·ity, at any t·ime d·u:r'ing the ta:x;able yea.r~ 

a(B) is 1 r~f the 4 hiyhest cumpensated r~jj~­

ce-rs r~f the ta:x:pnye-r for the taxoN.e yeo:r (other 

than the individual describell in subpuntf)?''lt.ph 

(A)), or 
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1 (((C) was a crmr-werl e'tnployep, r~f' the ta:x:paye'r 

2 (or any predecessor) ./()'r any 7J'reced'ing ta:azble 

3 yp,ar beg?:un?>ng r~;fl;e1· Decp,JnlJp,T 31, 2006. 

4 In the ca,se r~l an ind-ividual 1Dho was a coveTed ern-

5 ployee f(n· any taxable year beqinning afteT December 

6 31, 2006', the te'rm (coveTed employee' shall include a 

7 ben~f~cim·y r~l such mnployee 'w'ith Tespect to any re-

8 'mnnem,t·ion .for- serm:ces pe1:/(wmed by such employee 

9 as a covered employee (whether or· not such Se?"'Vices 

1 0 an; pe?,ji-;r·rnerl rl u:n:ng the tr.r:x:able year- 1>n wh1:ch the 

11 remuneration is paid).". 

12 (h) EFF'ECTn'E DATE.-The arnenclrnent nwde by this 

13 section shall apply to ta.xable year-s beginning a:ft;e1·· Decem-

14 be1· 31, 2006. 

15 Subtitle C-General Provisions 
16 SEC. 241. ENHANCED COMPLIANCE ASSISTANCE FOR SMALL 

17 BUSINESSES. 

18 (a) IN GENER.lL.-Sect,ion 212 of the Srnall Btts?>ness 

19 RegulatO'Iy EI~j(Yrceme-nt Fairness Act r~/'1.996' (.5 U.S.C. 601 

20 notp,) i'l o:me·nrled by sfn}m:ug S'lt.bsection (a) wul 1:nserting 

21 the .fbllrYIV'i'ng: 

22 (((a) UmiPLliiNC:E CJUTDE.-

23 (((1) IN GENERAL.-F'or each rule or group r~l 'l'e-

24 laterl rnles for which an. agency is rerru1'r-erl to pr-epare 

25 a final reqnlrdory .fle:x;ihildy O'nalys'is U'iu.ler secf'irJ'n 
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1 (AJ5(b) r~f' tdlP- 5, Uuded States Corle, the a,qe11.cy shall 

2 publish 1 or nwn guides to assist s1nall entd·ies ·in 

3 CO'mply1>ng with the rule a·1ul shall enhtle snch publ1:-

4 cations 'small entity co·ntpliance g·u,ides '. 

5 "(2) PUBLICATION OF GL'IDES.-17w zyulJZ1:Nt,t1:on 

6 of each guide under- this subsect·ion shall ·include-

7 "(A) the posting of the y·nide in an easily 

8 1:den.t?jied locat·ion on the website of the agency; 

9 and 

10 "(B) rlistr-,ibution of the g11.1:rle to known 'in-

11 dustry contacts, such as small entit·ies, assoc'ia-

12 tions, m· 1:ndustr-y Zeadm·s ctjfected by the Ttde. 

13 "(3) PUBLICATION DA1'E.-An agency shall p1.tb-

14 lish each gwide (incl-ud'1>ng the 1Josf'l:ng and d'istn:Tm-

15 tion of the gwide as described under par-ag1'aph (2))-

16 "(A) o·n the same date as the date r~f' pnbl1:-

17 ca,t'ion of the final rule (or- as soon as poss·ible 

18 a:fieT that date); and 

19 "(B) not late·r than the date on ·wh·ich the 

20 1··equ1:r-ements of that r-ule becmne r~fj(x:t?:ve. 

21 "(4) COMPLIANCE ACTJO.VS.-

22 "(A) ]jV GENERAL.-Each guide shall e::e-

23 pla-in the actions a small ent·ity ·is requ:t:red to 

24 take to wmply ·with a rule. 
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1 EXPT"il NA TJON.-The 

2 under subparagraph (A)-

3 "(i) shull 1:nchule a desc1·1:pt1:ou (d' ac-

4 t'ions needed to 'tneet the reqU'irern,ents of a 

5 rule, to enuble u small entity to know when 

6 such requirernen,ts are rnet; and 

7 "(ii) ~f determined appmpTiate by the 

8 agency, rnay 1:nclude a descT1:pt?:on of pos-

9 s'ible pmcedures, such as conducting tests, 

10 that Tnay ass1:st a srnall ent?:ty in meet?:ng 

11 such 1·eqU'iTements, except thai, compliance 

12 'With any procedures descn:7Jed pur-suant to 

13 thiis section does not establish compl,iance 

14 with the rruJe, 01" establish a P'reSU'mpt1:on or 

15 'inference of such CO'mpl'iance. 

16 (((C) PROCEDURES.-Pmcedwres clesC?'?}Jed 

17 under subpa:ragraph (B)(i'i)-

18 (( (i) shall be suggest-ions to assist snt,all 

19 ent-ities; and 

20 (( (1:1) shall not be culd?:t?:mw,l reqm,?·e-

21 rnents, OT d'in~'inish requ'irements, relating to 

22 the 1·nle. 

23 (((5) AGENCY PREPARATION OF' GUIDES.-17w 

24 uqency shall, in its sole discretion, taking into ac-

25 count the su]~ject 'm,rdter r~f the rule and the language 
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1 qf' rele·uant statutes, e·nsnre that the gn·ide ·is wrdten 

2 us·iug s·uffkiently plain lanquage lcikely to be u·nr.leT-

3 stood by U:ff'ected small enht1:es. Agenc1:es may p1·epar-e 

4 separate gu,ides cove·ring gToups or classes of s·i·rn'ila'f'ly 

5 U:f!ected small ent'it'ies and may cooperate with asso-

6 c·iat'ions of small ent'it·1:es to develop and d·1:st1·'ibu.te 

7 such lJ1.t'ides. An agency rn.u.y prepare .rJ'Il'ides and 

8 apply this sect?:on ·wdh ·respect to a ru.le o·r a group 

9 of Telated ndes. 

10 ''(6) REPORTING.-Not lateT thu:n 1 year ajte1· 

11 the date of enactment of the Fair· lli'in·imu.m vVaye Act 

12 of 2007, and annually thereafle·r~ the head of each 

13 agency shall submit a 1·epm·t to the Comrrvittee on 

14 Small Bus1:ness and Ent?·eprenenrship of the Senate, 

15 the Committee on 81nall Business r~f the House of 

16 RepTese·ntatives, and any other cornrndtee qf' relevant 

17 ,juTisd'ict·ion descr-'ib·ing the stat~ts r~f the agency's co·m-

18 pl1:ance w1:th pantgr-aphs (1) thnmgh (5). ". 

19 (b) TECHNICAL 1LVD COXF'ORMI;VG AME.VD111EN1'.-Sec-

20 t?:on 211 (3) ld' the Small Business Requlatory E11f(Jr-cement 

21 Fa·i·rness Act of 1996 (5 U.S.U. 601 note) 'is a:meuded by 

22 . t. " d t 'tl 1" ft " l . t l" 1,nser- .~ny an en ,1,, ,el, r~ ,f'.1" l es1gna ,er, . 

23 SEC. 242. SMALL BUSINESS CHILD CARE GRANT PROGRAM. 

24 (a) ES'l'ABLJSJTJJENT.-'The Secn.dary t~f Hrw.lth and 

25 J-lnrnrr:n Sertrices (rP;j'e:rnd to in this setf'iou as the "Sec-
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1 -rdwry") shall establish a JYI'O.ftra,Jn to aiWOild .rtrants to 

2 States, on a competit-ive basis, to ctss-ist States -in JJ'rov'id'ing 

3 .fnnds to encmtrnqe the establ1:shment and open1t?:on r~f' em-

4 ployer-opended child ca1·e pTogrwms. 

5 (b) APPLICATION.-To be elig1:lJle to r-ece1,ve a ,grant 

6 under· th,is section, a State shall pr-epare and submit to the 

7 Secr-etaTy an application at such time, in S'Uch manner, and 

8 conta'inh1g such 1:njor7nat?:on as the Secr-eta,ry rnny TeqtliiTe, 

9 including an asstwance that the .funds r-eq'WiTed 'Uiluler- sLtb-

10 sect'ion (e) 'Will be pr-ovided. 

11 (c) AMOUNT AND PERIOD OF GRAJ.VT.-The Secr-etw·y 

12 shall detennine the amwu/nt of a gr-ant to a State under-

13 this section based on the population of the State a,s corn-

14 pared to the populat?:ou of all States rece1>1Ying gnt/nts wnde-r 

15 this section. The Secr-eta1·y shall make the g1·ant .fm· a, peT'iod 

16 of 3 years. 

17 (d) USE OF FUJVDS.-

18 (1) IN GENEHAL.-A State shall use Oii'I'UJ1t'lds 

19 pmvided 1t'ndeT a gnl'nt awa-rded under th,is section to 

20 p1·om:de ass1:stance to S'lnall bus1>nesses (rw cm~so1·h:a 

21 fo,rmed 'in accoTdance w'ith paragraph (3)) located 'in 

22 the State to enable the small businesses (or consortia) 

23 to establish and ope,mte ch'ilcl care ]J'roqnt'ms. Such as-

24 sistance may indude-
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1 (1L) techn:ical assistanr.e 1:n the establ1:sh:rnent 

2 r~f a ch-ild care pmg·m·m; 

3 (B) w;s1:stance for- the star-htp costs r-elated 

4 to a ch'ild care pm,g·ra/ln; 

5 (C) assistance fin· the tntinin,g of child Gar·e 

6 pro·m:rle1·s; 

7 (D) scholar-ships for- low-income wage ear·n-

8 er-s; 

9 (E) the provision of serv·ices to ca.r-e for sick 

10 ch:driren o-r to p·mv·irle care to school-aged chil-

li rh'r-m; 

12 (F) the entering ·into of contracts w1:th loca,l 

13 ?"esour-ce and refer-ral or-ganizat·ions or- local 

14 health rlepa:rhnents; 

15 (G) assistance for- car-e for- children with 

16 d·isabad,ies; 

17 (I-I) payment of expenses for renovat·ion or 

18 opernt?:on r~{ a ch1:Zd care facility; or 

19 (I) ass·istamce for any other a.ct·ivity deter-

20 mined appr-upr-inte by the State. 

21 (2) APPLICATIO.\T.-In m·dm· for a small business 

22 or consm1htm to be el1:,r)1:ble to r-ece?·ve assistance fnnn 

23 a State u:nder th,is sectiou, the S'lnall bu.s'iness in·vol·ved 

24 shall pnpan; and s·~tbm.it to the State an application 
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1 at S'UCh t?>rne, ,£,n such 'll~an,nwr, wul CO'nta,£n,-,:nq such 

2 'i'nfonnation as the State Inay 'requ'ire. 

3 (3) PREFERENCE.-

4 (A) IN GEl\TERAL.-ln p?"OV'ichng ass,istml,ce 

5 'Under this section, a State shall qi1Je pr·1:m·1:ty to 

6 an applicant that desi'l ·es to .fb1·rn a consort?: urn 

7 to pr-ovide child cm·e in a geoqmphic area within 

8 the State wheTe such cmre 'is not generally rwm:z-

9 able or access,ible. 

10 (B) CONSOR'l'IU.l!f.-F'oT purposes of snb-

11 par·agraph (A), a consort,ium sha,Zl be made up 

12 of 2 or 1'tW?"e entdies that shall include small 

13 businesses and that may 'incl~ule large businesses, 

14 nonprofit agenc1:es or or-ganizat1:ons, local gove'l'n-

15 ments, or other appmpr'iate entit,ies. 

16 (4) LIMI'l'.!lTIONS.-Wdh Tespecf to gra-nt .f1tnds 

17 r-eceived under this sect,iou, a State 1nay not prnv,ide 

18 1>n e:x:cess of $500,000 'in, ass1:stance fro,m such .f1tuds 

19 to any single appl,icant. 

20 (e) ll!fATCHINU RE(JUIREMENT.-'To be el1:g?:lJle to n-

21 ce'ive a grant under this section, a Sta,te shall provide assur-

22 ances to the Secr-etm·y that, 'UJ?"tlt respect to the costs to be 

23 'i'ncurred by a cove,red entdy rece,im"ng aSS'I:stauce ,in caT-

24 ryinq O'ld activities under- this section, the co'uered entity 

25 'Will 'nu~ke avn'ilable (diTectZy OT thrrmgh dount'ions from 
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1 JYitM,:c o·r JFn>uate enl1f£es) twn-Federal cuut·ribnt?:ons to such 

2 costs 'in an wnwtl:nt equal to-

3 (1) .f(w the .f1:nt fiscal year- in which the covered 

4 entity rece·ives such ass·istance) not less than 50 per--

5 cent of s'l!ch costs ($1 fur- each $1 of assistance pr-o-

6 vided to the cover-ed entity under- the g1·ant); 

7 (2) fur- the second fiscal year in which the cuv-

8 ered e11.i1:ty r-ece·ives such assistance) not less than 66'213 

9 per-cent of s·uch costs ($2 fur each $1 of assistance pr-u-

10 m>led to the covered enhty under the grant); and 

11 (3) for the th:ir-d fiscal year- ·in wh,ich the cover-ed 

12 e'nt?:ty 1·ece·i·ves such assistance) not less than 75 per--

13 cent of such costs ($3 for- each $1 of ass'istance pm-

14 v'ided to the covenxl entity under- the g1·ant). 

15 (f) REQUIREMENTS OF PROVIDERS.-rPo be eligible to 

16 t·ece?:·ue ass'ista:nce u:ndeT a g1·ant awa,r-ded under- th1:s sect1:on) 

1 7 a child care pmvider-

18 (1) who rece'ives ctssistance frorn a State shall 

19 co'tnply with all applicable State and local l'icens·ing 

20 a:1ul Tegnlator·y 1·equ1:r-ements and all applicable health 

21 and srJ:f'ety sta'rularcls ·in e;ffect in the State; and 

22 (2) 'Who Teceives assistance fr-mn an Indian tribe 

23 or tribal or.r;o:niznt'irrn shall comply Ul'ith nll appz.ica-

24 ble n~yulatoTy standanls. 
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1 (q) S'l'/1 'l'FJ-LEl'ET. /lCTil'ITIES.-A State ·may not n-

2 ta·in ·1nore tha·n 3 pe·rcent r~f" the aii'UYwnt rlesc,ribed 'i,n sub-

3 sect?:on (c) for- State wimim:strat?:on and other State-level 

4 activities. 

5 (h) ADMINISTRA TJON.-

6 (1) STATE RESPONSJBJLJTY.-A State shall have 

7 r-esponsibility for- arlministe1·ing a qrant awarded for 

8 the State unrle·1· th·is sect·ion, n/Jui for· rnondor·1:ng cov-

9 end entities that ncwive assistance under such grant. 

10 (2) A UDJTS.-A Stnte shall 1·equ:£re each coveTed 

11 entity receiving assistance under the grant awaTded 

12 under this sechon to conduct a.n annual aud1:t with 

13 nspect to the act·ivit·ies qf the covend entity. Such au-

14 dits shall be sulnn:dterl to the State. 

15 (3) MISUSE OF F'UNDS.-

16 (A) REPAYMENT.-lf the State determines, 

17 through an attd·it or- othenuise, that a covered en-

18 tity nce1>u'ing assi-;tauce under a g·mn.t awar·ded 

19 under this section has 'lnisusecl the assistance, the 

20 State shall not?fy the Secr-etw·y r~f" the ·rnisuse. 

21 '17w Secnta·ry, ·upon such a notij~ca.tion, may 

22 seek .f1"01n S'Uch a covered entity the npayment of 

23 a:n amount equal to the o:mrmnt r~f" any such mis-

24 used assistance pl'lls inter·est. 
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1 (B) APPEALS PROCESS.-The Secr-etwry 

2 shall by 1·egula.tion pmvide for an appeals pmc-

3 ess w1:th respect to r-epayments ·unde1· th1:s pant-

4 gnzph. 

5 (i) REPOR'l.'I1VG REQUIREMENTS.-

6 (1) 2-YEAR STUDY.-

7 (A) IN GENERAL.-Not later than 2 yean 

8 after the date on which the Secretary .f1:rst 

9 wwanls grants ·under this section, the Secretary 

10 shall conduct a study to rletennine-

11 (i) the capac·ity of covered ent·ities to 

12 ·rneet the ch1:Zd care needs of cornmun#ies 

13 with,in States; 

14 (ii) the kinds of conso·rtia that a·re 

15 being formed with r-espect to child car-e at 

16 the local level to car·ry out progra:ms .f?.tnded 

1 7 under this section; and 

18 (iii) who is ·using the progr·ams .fitnded 

19 ·undeT this section and the incmne levels of 

20 sttch ind1:vid1wls. 

21 (B) REPORT.-Not later- than 28 nwnths 

22 after· the date on wh1:clL the Secretary .fi1·st 

23 awa·rds grants u.nder this sech:on, the Sec-retar-y 

24 shall prepar-e and su.bmit to the appr-opriate 

25 com:m:ittees of Congr-ess a ·report on the res·u,Zts r~f 
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1 the study r:onduded in accm·dance with snbpwm-

2 graph (A). 

3 (2) d-YKIR STC'DY.-

4 (A) LA' GE.VERAL.-Not later than 4 yeaTS 

5 U:fte1· the 1late on wh1:dL the Secretary fi:rst 

6 awm·ds g1·ants under th1:s section, the Secretary 

7 shall conduct a study to determ.ine the nnmber of 

8 ch1:Zd ca-re fac1:l-it'ies that are .f1fnded thmugh cov-

9 ered entd·ies that received assistance thrmtgh a 

10 grant o:wa·rded nnder th,is section and that Te-

ll ma,in in operahon, and the extent to wh,ich such 

12 fctc'£lit?:es ar-e 'rneet1:ng the child cm·e needs of the 

13 ·individuals served by s1tch facilities. 

14 (B) RRPORT.-Not late1· tha/n 52 tnonths 

15 a;fter the date on which the SecTetary first 

16 a·wards gm.nts unde·r th1:s section, the SecTeta?!J 

17 shall prepare and submit to the appropriate 

18 cO'rnmittees (~!' Congress a repori o·n the Tes1tlts of 

19 the study conducted ·in accoTdance W'ith S1tbpara-

20 graph (A). 

21 (j) DEFIYITIO.V8.-}JJ, this sect·ion: 

22 (1) COFEHED EXTJTY.-The te1'ln "coveTed ent1:-

23 ty" ·means a s·mall business or a consort1:urn fortned 

24 i·n accon]ance 'IDith s·1tusection (d)(3). 
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1 (2) INDIAN COMlllL'NITY.-The te'rlll "Indian 

2 co'ln,mundy" nwans a co,rmrmuity served by an In-

3 d1:an tr-1:?Je or- tr-1:bal o1:ga,m'zut?:on. 

4 (3) INDLILV TRIBE; TRIBAL ORG.!LVIZATION.-The 

5 terms "Indiun tTibe" and "tn:bal orgum:zat1:on" have 

6 the rneanings given the terms in sect,ion 658P of the 

7 (}hild GaTe and Development Block Gr·ant Act of 1990 

8 (42 U.S.C. .98.'S8n). 

9 ( 4) SMALL BUSINESS.-The term "small b'llSi-

10 ness" means an employer who employed an average 

11 of at least 2 but not mon than 50 employees on the 

12 lntsiness days dur1:ng the preced1:ng calendar- year·. 

13 (5) STATE.-The ter·m "State" has the mean'ing 

14 given the tenn 'l:n sect?:on 6'58P of the Ch'1:Zd Care and 

15 Development Block Grant Act of 19.90 (42 U.S.C. 

16 9858n). 

17 (k) APPLICATION TO IjVDIAl'IT TRIBES A,.VD TRIBAL OR-

18 GANIZA'l'IONS.-In th1:s section: 

19 (1) IN GENERAL.-Except as prOV'ided ~'/1, sub-

20 section (f)(1), and 1:n pantgruphs (2) and (3), the 

21 ter·m "Sta,te" includes an Ind'ian tribe o·1· tribal 0'/ga-

22 nizat?:on. 

23 (2) GEOGRAPHIC REFERENCES.-The te·rrm 

24 "State" inchtdes an Indian community i·n subsections 

25 (c) (the second aud th:i'f'rl place the twnn appears), 
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1 (r1)(1) (the seco·J1rl place the tenn appewrs), (ri)(J)(A) 

2 (the ser:ond place the term oppea·rs), and (i)(1)(A)(i), 

3 (8) 81:,1 'l'E-LE11EL .'tC'l'JVITIES.-'17w term "State-

4 le'uel act-ivities" includes actiV'it'ies at th.e tribal level. 

5 (l) A U'l'I-IORJZ/l 'l'TON OF APPROPRIA1'IONS.-

6 (1) liV GEJVERAL.-'11wre is authorized to be ap-

7 p1'opr-iated to cuxry md this section, $50,000,000 .for-

8 the period offiscal yea,r-s 2008 thmugh 2012. 

9 (2) STUDIES AND ADMINISTRATION.-With ?··e-

1 0 spect to the total rt1no11.nt rrppmpr1:ated foT such pe-

11 r-'iod 2n accordance with this subsect,ion, not more 

12 than $2, !5 00, 000 of that amount may be used foT e.x-

13 penrhtures nlaterl to conductin.g studies r-equi1·ed 

14 uurlr~1 ~ r.md the rulm'in?:st,mt1:on oj; th,is sectio'n. 

15 (m) TEIL~JJNATTON OF PROGRAM.-The pTOgTarn estab-

16 l'isherl '1/'JJ,der subsection (a) sha,ll ter1m:nate on Septe·mber 

17 30, 2012. 

18 SEC. 243. STUDY OF UNIVERSAL USE OF ADVANCE PAY-

19 MENT OF EARNED INCOME CREDIT. 

20 JVot late1· than 180 days a:fter- the date (~f the e-nadment 

21 qf th·is ilct, the SecTetaTy of the T·reasuTy shall 'report to 

22 Congress on a study (~fthe benefits, costs, T?:sks, and ban·ie1·s 

23 to workers aud to 7Yu.•rinesses (with a spec·ial en~pha,s·is on, 

24 small lmsinesses) ~f the ad1,ance earned income ta:x: cr·edit 

25 vrogram (n'll(ler .'>eth:rm .1607 r~f' the Intf',?'ruzl Revenue Code 

tHR 2 EAS 



]10 

1 r~f' 1986) 'included all ·rec'ipients r~f' the ea:I'Jt.Ni 'inmnw ta;;: 

2 credit (under sectio·n 32 of such Code) a-nd what steps ·would 

3 be necessary to implement s·u,ch 1>ndusion. 

4 SEC. 244. SENSE OF THE SENATE CONCERNING PERSONAL 

5 SAVINGS. 

6 (a) FINDINGS.-'l"'lw Senate ft:nds that-

7 (1) the per-sonal sctving rate in the United States 

8 is at its lowest point s1:nce the G-reat Depression, wdh 

9 the rate hav,ing fa-llen into negative ter1·dur~y; 

10 (2) the United States ra'nks at the bottmn r~f the 

11 Group of Twenty (G-20) nations in ter·ms of net na-

12 t1:onal saving rate; 

13 (3) appt·oxirnately half of all the working people 

14 qf' the United States wo1-k for wn e·mploye·t· that does 

15 not offer any kind of retirement plan; 

16 ( 4) ex1:sting savings polic'ies enacted by Conqr-ess 

17 provide limited ·incentives to save fo'l' lou!- and mod-

18 emie-incorne families; and 

19 ( 5) the Soc·ial Secu:rity progrntn was enacted to 

20 serve as the safest component (~f a, ret?:rement system 

21 that also 'includes employer-spon,sored r·etirement 

22 plans and personal savings. 

23 (h) SENSE OF THE SENATE.-lt -is the sense ofthe Sen-

24 ate that-
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1 (1) Coug·ress siumJd enact pohc·ies that pnmwte 

2 SOiV'iuqs veh·icles for- r-etir-e-ment that ctr-e s·i·mple, eas·ily 

3 access1:7Jle and provide adequute financiul secnrity f(w 

4 all the people of the United States; 

5 (2) it is impor·tant to beyin r-etir-ement swvin,q as 

6 ear-ly as poss·ible to take jit1l advantaqe of the powe1· 

7 r~f compound inter-est; and 

8 (.1) reqnlarly contn:bnting money to a finan-

9 cially-sound investment accmm.t ·is one impor·tant 

10 rnethorl for helping to ach·ieve one's r-et·irernent goals. 

11 SEC. 245. RENEWAL GRANTS FOR WOMEN'S BUSINESS CEN-

12 TERS. 

13 (a) IN GENERAL.-Sect·ion 29 of the Small Bus·iness 

14 Act (15 U.S.C. 6'56) 1:s a'Ynended by a.dding at the end the 

15 follou!'inq: 

16 "('m) CONTINUED FT_hVDING FOR CENTERS.-

17 "(1) Is GENERAL.-fl nonprofit mganizat·ion de-

18 sc·ribed in parag1·aph (2) shall be el1:g1:ble to rece-t>ve, 

19 sul~ject to paraqraph (3), a 3-yewr _gTant wncler th·is 

20 subsection. 

21 "(2) APPLICABILITY.-fl nonprofit or-ganizat·ion 

22 descn:7Jed in th1:s pa.m.gTaph is a 1w11pn~fit or-qa.n?:za-

23 t·ion that has received .fit.ucl1>ng under- subsect1:on (b) or-

24 (l). 

25 "(.'5) APPLICATION A1YD APPRO"VAL CRITERIA.-
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"(A) CRI'J'ERIA.-Sul~iect to s·ubpo:1·ugmph 

(B), the Adnviu'ist·rator shall develop aurl publ·ish 

cn:ten:a for· the ClJ'Hs1:derat1:on and app-roval r~f 

applicat·ions by 'JWnpnfit organ·izations under 

this subsection. 

"(B) CONTENTS.-Except as otherw·ise pm­

vided in this S'ltbsection, the conditions j{;r· pa-r­

t,ic1:pation ·in the gr-ant pmgr-rt/YY/, under this sub­

section shall be the same as the conditions for 

part1:cipat·ion in the progrmn under subsect?:on 

(l), as ·in effect on the date of enactment of this 

Act. 
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(((C) NOTIFICilTION.-Not late1· than 60 

days ajte1· the date of the deadl1:ne to sulnm:t ap­

pl·icat·ions for each fiscal year, the Administrator 

shall approve or de·ny any appl'ication under 

this subsection and not·ify the applicant for each 

such applicat1:on. 

(((4) A1iVi lRJJ OF GR._LLlll'J'S.-

(((A) IN GENERAL.-J...'J-u}~ject to the avail­

ability of appTop1·iaiions, the Adn1, inist·rator­

shall make a grant for- the Fedem,l share of the 

cost of c~ctim:t·ies described ·in the apphcat?:on, to 

each applicant approved u:nder this subsection. 
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"(B) AMOL'N'l'.-A grant under th1:s sub-

section shall be for not nwre tha·n $150,000, fo·r 

each year (~f that gran.t. 

(((C) FEDERAL SHARE.-'I1w Feden1.l shm·e 

under this subsect?:on shall be not more than 50 

percent. 

(((D) PRIORITY.-ln allocating .funds made 

avmilable for- grants under- this section, the A rl­

m'inistr-ator· shall give applications 'llndeT th-is 

S1.1bsect1:on OT subsection (l) prio,rity over .f?:rst­

t,ime applications unde1· subsection (b). 

(((5) RENEWAL.-

(((A) IN GENERAL.-The Admin,istm.tor­

rna,y renew a, gr-an.t under this snbsect1:on. for- ad­

dit,ional 3-year pe'riods, if the nonpmfit organ-i­

zation sub·mds an appl1:cat1:o·n for- such r-enewal 

at such time, in such rnanner-, and accompanied 

by such information as the Adrn:im:str-ator 1nay 

establish. 

(((B) UNLIMITED RENEWALS.-There shall 

21 be no li'l'nitat·ion on the '11.1./imbeT of times a g·rant 

22 rn.ay be r-enewed unde1· S'lt.bparngmph (A). 

23 (((n) PRIVACY REQUIREJJIEJV'l'S.-

24 (((1) IN GEiV'ERAL.-A women's business centeT 

25 may not rZ1:sclose the 'na:me, address, O'f' telephone 
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1 uu:mber rd· any inrhvid1.w,l o·r srnall lms·1:ness coucmn 

2 Teceiv·ing assistance ·wnder th·is sect·ion without the 

3 consent 4 such 1:nclim:J:nal or small business concern, 

4 unless-

5 {{(A) the Administn.dor- is o-rder-ed to make 

6 such a chsclosure by a court in any c·iv·il OT 

7 cr-iminal e1~{or-cement action initiated by a Fed-

8 er-al or State agency; or-

9 {{(B) the Administr-ator- consider-s such a 

10 d·isclosu.r-e to be necessary for- the purpose of con-

11 ducting a j~nancial audit of a women's business 

12 cente·r~ but a d·isclos-u:re u·nder- th1:s snbpantgraph 

13 shall be li1rvited to the i~fonnat·ion necessar-y for· 

14 such a1uht. 

15 "(2) AIXillLVIS'l'RA'l'IO.V USE OF INF'ORMA'l'ION.-

16 This s·ubsect·ion sha,ll ·not-

17 {{(A) r-est·rict Adnti·nistr-at·ion access to pro-

18 _qra·m actim:ty da.ta; or 

19 "(B) pr-event the Ad-rn:inistrat·ion frmn using 

20 client in:fonn(dion (other than the 1:nf(n·mation 

21 described ·in s·u.bpa·ragm.ph (A)) to conduct client 

22 su.rveys. 

23 "(,1) REGULATIONS.-Tlte Arlm·in'istn.t.to·1· shall 

24 iss·ue reg·ulations to establish stanclanls for r-equiring 
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1 d1:scloswres dwn:,ng n .f1:na:nda,l au.cht Hnde'l' pa/ragraph 

2 (1)(B). ". 

3 (b) REPEAL.-Sect?:on 2D(l) qf' the Sm,alZ B·us1>ness Act 

4 (15 U.S. C. 656(l)) ·is repealed effect·ive Octobe1· 1 of the fiTst 

5 .fu,ll fiscal year 0:fie1· the date of enactment r~f thjs Act. 

6 (c) TRL!NSITIOllAL RULE.-Notw'ithstand'ing any other 

7 provision r~f law, a ynmt or coopenJ,tive ayreement that was 

8 nwa.rrled unrleT subsect?:on (l) of section 2.9 r~j' the 81nall 

9 Businel-li-l Act (15 U.S.C. 656), on or before the day befrn·e 

10 the date descn:berl in subsection (b) of th1:s sect?:on, shnll re-

11 main in full force and effect under the terms, and for- the 

12 dundion, of such grant m· ag,reenumt. 

13 SEC. 246. REPORTS ON ACQUISITIONS OF ARTICLES, MATE-

14 RIALS, AND SUPPLIES MANUFACTURED OUT-

15 SIDE THE UNITED STATES. 

16 Sect1:on ,2 of the Buy Anre·r1:can Act (41 U.S. C .. 10a) 

1 7 -is wrnended-

18 (_1) by str·£king "Notwithstanrhng" and 1:nserting 

19 the following: 

20 (((a) IN GENER,,lL.-Not·w#hstand?:ng"; a:nd 

21 (2) by add·ing at the end the .fbllowvng: 

22 (((b) REPORTS.-

23 (((1) ]!IT (}ENERAL.-Not later tha:n 180 days 

24 O:fter the enrl ~f each rd' fiscal yean 2007 thronyh 

25 2011, the head c~j' each ~erlent.Z agency shrtll su.lnnit to 
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1 t/w Cmnnvdtee on ]J(nneland Secu1·'ity a·nd CJoveru-

2 rnental 4ffcr.'ir-s r~f the Senate and the Crnn·m:ittee OTi 

3 Over-s1:ght un<l Guvenunent ReJ(wm (~f' the !louse q( 

4 Representat,i·ves ct r-epo·rt on the wmount of the acqtl/i-

5 sitions made by the agency in that fiscal yea1· (~f arti-

6 cles, 'tnaterials, or suppl·ies ptwchased frorn entit?:es 

7 that mu:mtfachtr-e the articles, materials, or supplies 

8 outside of the Un-ited 8ta,tes. 

9 "(2) CON'l'ENTS OF REPORT.-The r-eport re-

I 0 qu1:rerl by pamgraph (1) shall sepmntely 1>nclnde, for 

11 the fiscal year covered by such r·eport-

12 (((A) the dollar 'Value of any art1:cles, rnate-

13 r'ials, or supplies that wer-e rnamljactured otdside 

14 the Un1:ted States; 

15 (((B) an dern:ized l·ist of all wwivers gr-anted 

16 ·with respect to such wiicles, ·mater-'ials, or sup-

17 plies wncler this Act, and a cdat'ion. to the treaty, 

18 1:ntenwtional agr-eement, or- other- law 't.under-

19 wh'ich each wa'iver- U)as g·mnted; 

20 (((C) 1f any art?:cles, mater1:als, o1· supplies 

21 ·weTe acq1J.'ired fro'm ent,ities that manufactu·re wr-

22 tides, materials, or supplies outside the United 

23 States, the spe('·i:r,:c e:x:cept·irm wnrler th£s sech:rm. 

24 that 'Was 'tt.sed to }Jurdwse such aTticlf!s, mate-

25 'rials, O'l' supplies; and 
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1 ''(D) a sn'mnl,a/ry qf-·-

2 "(i) the total p'rocuretne-nt funds e:x:-

3 pended on art1:cles, nwte1"1:als, and suppl1:es 

4 manttfactwred 'inside the Unded States; and 

5 "(ii) the totaJ pmc'nrernent .fitnds e:x:-

6 pended on a'Y't'l:cles, materials, and suppl'ies 

7 man1~[ad'l-tred outside the United States. 

8 "(3) PUBLIC AVAILABILITY.-The head qf each 

9 Federal agency submitting a Teport ttnder pamgmph 

10 (1) shall rnake the ,report publicly mua1:lable to the 

11 maximum extent practicable. 

12 "(4) EXCEPTION FOR INTELLIGENCE COM.1111 U-

13 NITY.-Th'is subsection shall not apply to acquisitions 

14 made by an agency, O'l' cmnponer1,t thereof; that 1:s an 

15 element of the intell'i.gence cornmundy as specified in, 

16 oT des1:gnated unde'r~ section .5(4) of the National Se-

17 curity Act of 1947 (50 U.S. C. 401a(4)). ". 

18 SEC. 247. SENSE OF THE SENATE REGARDING REPEAL OF 

19 1993 INCOME TAX INCREASE ON SOCIAL SE-

20 CURITY BENEFITS. 

21 It is the sense ofthe Seiwte that Congress should Tepeal 

22 the 1.993 tax increase on Social Secm·dy benefits wnd el?:mi-

23 nate ·wasteful spending, such as spen(hng on unnecessar·y 

24 tu.:x: loopholes, in m·der- to .fnZly r~ffset the r:ost r~{ such repeal 
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1 a·nd U'IHYid ,/(;J·c·iuq ta:x:payers to pay snbstu.Jit'iu.lly 11/0J'P 11/.-

2 terest to .fbre'ign cTech tm·s. 

3 SEC. 248. SENSE OF THE SENATE REGARDING PERMANENT 

4 TAX INCENTIVES TO MAKE EDUCATION MORE 

5 AFFORDABLE AND MORE ACCESSIBLE FOR 

6 AMERICAN FAMILIES. 

7 It is the sense of the Senate that Congress should make 

8 peTrnanent the tax ·in.cent·ives to tnake ednco.t·ion ·m.ore r{/'-

9 .f(;?·da.ble and muTe w.xess-ible for American fam·il·ies and 

10 el·ir1vinate uxtstrdi.t.l spending, su.ch as spenrhng on. 11/11/neces-

11 sa1·y tax loopholes, ·in order to .fu.lly offset the cost of such 

12 incentives an.d avoid j(wc1:ng taxpa.ye1·s to pay sulJsta:nt?:alZy 

13 more ·interest to fore-ign cndoito?'s. 

14 SEC. 249. RESPONSIBLE GOVERNMENT CONTRACTOR RE-

15 QUIREMENTS. 

16 Sech:on 274A(e) of the Immviqration aud Nat·ioual·ity 

17 Act (8 U.S.C. 1324a(e)) is auwnded by acld·i·ng at the end 

18 the folZow?:uq new pa:ragraph: 

19 "(10) PROHIBITION OiY AWARD OF' GOVERXJ!fEllT 

20 CON'PRAC'TS, URA_NTS, AND AUREEMEXTS.-

21 

22 

23 

24 

25 

tHR 2 EAS 

"(A) EMPLOYERS Vl7TH NO CO.VTRACTS, 

CJIVll\TTS, OR AGREEMElv''TS.-

" (!:) ]N GENERAL.-Subject to cla·use 

(i1:i) and sulJpam,r;ru.ph (C), ~f an employer 

who does 'llot hold rt F'ederoJ co'ntm.ct, qro:nt, 
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11 ~) 

have violated th,is sect'ion, the ernployer shall 

be debarnd .fhnn the rece1:pt 4 a Federal 

crYntnzct, g'rant, or- cooperative agreement 

.fbr a pe1·iorl r~f 7 yectrs. 

(((" ") 1//, PLACE.~!fENT ON EXCLUDED 

LIST.-The Secr·etary of 1-J omelanrl Sec'ur·ity 

oT the A ttrwney General shall advise the Arl­

ministm,tor- ~f Gener-al Services ~f the de-

lmrrnerd of an e1nployer- nnrler clause (i) 

and the Admin'istr-ator of Gener-al Sm-vices 

shalT Z1:st the employer on the L1:st of Pa,rt?:es 

Excluded fr-orn Feder-al Pr-ocurement and 

year-s. 

"(!) AUTHORIT'Y.-The Ad'm'in'i.c;;-

t'rator c~f' Geue1·al Se1·uices, 1:n consu}ta-

tion tu'ith the Secr·etary of I-I mnelwnd 

Secur-1:ty u:nd the Jlttm·ney Genen1l, 

may 'Wa,ive ope,mt'ion, qf clause (i) or 

may limit the du,ration or scope r~f a 

debarrne1d under- clau,se (i) 4 such 

WWI/Ve1· or limitation is necessm-y to 
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(((B) 

120 

nat,ional defense O'l' u1. the ·intwrest r?f' 

nat'i0'11,ctl secu·rity. 

(((II) NUTIF'ICA 'l'IOl\' TO CUN­

GRESS.-If the Ad'm'in'istrcdo·r grants a 

wa1:ver m· l1:mitution described 1:n S'ltb­

clause (I), the Adtn·inistndo-r shall sub­

mit to each member rf the Cumm,ittee 

on the Judic'ia1·y of the Senate a:nrl of 

the Committee on the Jud'ic'ia1·y of the 

I-I ouse of Representat·ives i'm:meriiate 

notice of such waiver or limitat'ion. 

(((III) PROI-!IBITIOiY ON JUDICIAL 

REVIEW.-11w decis·ion of whether· to 

deba-r o·r take alte1'11.a-t1:ve act,ion nnde·r 

this clause sha,ll not be _jud,icially re­

V1:ewed. 

EMPLOYERS WITH COl\ TRACTS, 

GRANTS, OR AGREEJJlENTS.-

(((i) LV GENERAL.-Sul~ject to cla·use 

(1:i1) and subclu'l!se (C), an empluyeT who 

holds (J Feder-al contract, gm:nt, OJ" coopera­

t?>ve ayTeement und ic:; detenm:ru~d to ha:ve 

v·iolcded this section shall be cleba:rred frmn 

the receipt f~f new FedeTal r:ontnwts, .I)Tants, 
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1 ~1 

or coopeirat?:ve aqree·menL-; for a pe'r£od r~( 10 

years. 

"(1:i) NOTICE TU rWENCIES.-Pn:m· to 

debarring the etnployer under clati-Se (i), the 

Secretu,r'y of IJomeland Secur·ity, 1:n co­

operat,ion It.n:tlt the A&min'istrator· r~f Gen­

em,l Services, shall advise any agency or de­

pnr-trnent hold1>ng a contract, gr-ant, m· coop­

er-ative agreement with the employer of the 

Govermnent's 1>ntention to debar- the em.­

ployer from the receipt of new Federal con­

tr-acts, gnrmts, or cooper·at?:ve agreem,ents frn· 

a per-iod of 10 year-s. 

(((i1:i) 1rATVJiJR.-

(((l) AUTI-IORITY.-4fteT cons'ide1·­

ation (d. the V1:ews of any agency O'i' de­

part,ment that holds a contract, gr-a·nt, 

or coope,mti·ve agr-eernerd with the e·m­

ployer~ the A&m'inistrator of GeueTal 

Se1·vices, 1>n consultation tm:th the Sec­

nta:ry qf II mneland Secur-'ity and the 

Attorney Genentl, may waive ope·r­

ni'ion of r.lrw.se (i) O'f' rnay l'irnit the du­

r-atio·n or swpe of the del)(J.Trnent 'nnder 

clause 0) ·1f such. uJa'iver or· l?''rnitation 
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'IS necessa·ry to the ·11 at-ional dffense o·r 

'i-n the 'iute-rest r~f' na.t·,:oual security. 

"(II) NUTIFTCA'J'TOl\T TO CUN-

GRESS.-If the Ar.hn'in'istrator· grants a 

wa1>ver m· Z1:mitation descr·ibed 1:n sub­

clause (I), the Adtn:in'istndo'f' shall sub­

mit to eaeh member 4 the Committee 

on the Jndicr:ary r~f' the Senate and of 

the Commdtee on the Judicia1y r~f' the 

I-I ou.se r~f' Repr-esentatives i1nrnerliate 

notice of such waiver or l·imitat'ion. 

(((III) PROHIBIJ'IOJV ON JUDICIAL 

REVIEW.-The dec'ision of whether to 

debaN· o·r take alte1·nate actio11. under 

th,is clause shall not be _jud·icially re­

m:ewed. 

(((C) EXEYIP1'IOl\T FRQ,lJ PEX1L1Y FOR EM­

PLOYERS PAR'l'ICIPA'l'ING Ii\1 'l'TJE JJASIC PILOT 

PROGR;Lli.-In the case of ·i·tnpo.'•tihon on an em­

ploye?' of a debu.r·m.ent .fhnn the r-eceipt (~f' a Fed­

e·ral contnJ,ct, gTant, or cooperative agree'Jnent 

under· subpa1'a,gmph (A) or (B), that penalty 

shall be wa:ived ·~f' the employe·r estabhshes that 

the employer was vol·untarily pa?"ticipatinq in 

the 7Jas·£c vilot progrwm. 1/.'J'I.der section 40.1(a) of 

j·HR 2 EAS 
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the flleqal hnntiqrat'ion R~f(rnn a'JUl hn,Jni,rp·a·11t 

Respons'ilYildy Act of 1.996 (8 U.S.C. 1.124a note) 

at the t?:me r4' the m:olat?:mls (~f th1:s sect?:on tlwf 

resulted ·in the clebannent. ". 

Atte~t: 

Sec,reta:ry. 

tHR 2 EAS 
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