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EMPOWERMENT ZONES AND ENTERPRISE COMMUNITIES

Details of Budget Reconciliation Provisions

A. Competitive Designation Process

Designating Secretaries: The Sccretary of HUD will designate the urban
zones and the Secretary of Agriculture will designate the rural zones. All
designations will occur in 1994 and 1995. (The Act does not provide for the
creation of an Enterprise Board, however, the Administration will may establish
the Board and promulgate rules regarding the selection and revocation

processes.)

Comprehensive Strategic Plan: Applicants must meet the eligibility criteria
and submit a comprehensive strategic plan for coordinated economic, human,
community and physical development for the proposed nominated area. The
plan must describe, among other things, the plan for coordinated development;
the process by which the affected community was a full partner in developing

“the plan; the amount of State, local and private resources that will be made

available in the nominated area; and the baseline, methods of evaluation, and

benchmarks for measuring success in carrying out the plan. No designation
can occur unless the nominating government(s) provide written assurances that

the strategic plan will be implemented.

Revocation of Designation: The Act delegates to the Designating Secretary
the task of promulgating regulations outlining the revocation process.

However, the Conference Report states that it expects that a designation will be
revoked only after a hearing on the record and that no replacement designations
will occur upon revocation of a designation.

B. Number of Designated Areas (Zones)

Empowerment Zones:

9 zones with 6 urban (and a total resident population at the time of designation
of 750,000 or less), 3 rural. (The reconciliation bill also provides separate tax
incentives for businesses operating in Indian reservations, as described below.)

Of the 6 urban zones, at least one must be in a city with a population of
500,000 or less and at least one of the zones itself must have a population of
50,000 or less and include areas located in two states.

All may be designated as early as 1994 but no later than 1996. Designation
runs for 10 years, subject to early termination for failure to substantially
comply with or achieve terms and benchmarks included in the community's



strategic plan.

Enterprise Communities:

95 zones (65 urban, 30 rural). (Again, Indian reservations addressed separately
below.)

All may be designated as early as 1994 but no later than 1996. Designation
runs for 10 years, subject to early termination for failure to substantially
comply with or achieve terms and benchmarks included in the community's
strategic plan.

Eligibility Criteria

1. Geographic and Population Restrictions

Urban zones can consist of up to 3 noncontiguous areas in 2 or fewer states.

Rural zones can consist of up to
- 3 noncontiguous areas if located in 1 state, or
- 1 contiguous area if located in up to 3 states.

Size limits:
- 20 square miles for urban zones.
- 1,000 square miles for rural zones.

Maximum population:

= For cities with populations of 500,000 or above, the lesser of 200,000
residents or 10 percent of city population.

- For cities with populations less than 500,000, zones can have a
maximum population of 50,000 residents.

— For rural areas up to 30,000 residents.

2. Poverty Rates:

Generally, within each zone,

° S0 percent of census tracts must have a poverty rate of 35 percent or
more,

° 90 percent of census tracts must have a poverty rate of 25 percent or
more, and

° 100 percent of census tracts must have a poverty rate of 20 percent or
more.



Subject to the following exceptions —-

° The Designating Secretary has no discretion to reduce poverty criteria
applicable to empowerment zones. With respect to enterprise
communities, the Designating Secretary may reduce one of the poverty
criteria by five pércentage points for not more than 10 percent of the
population census tracts (up to a maximum of five population census
tracts), or, in the alternative, may reduce the 35-percent poverty
threshold to 25-percent for up to three population census tracts.

° There is also a special exception for census tracts having either (i) no
population, or (ii) population less than 2,000 residents where more than
75 percent of the tract is zoned for commercial or industrial use.

° Central business districts can be included in zones but any tract
including part of the central business district must have a poverty rate

of 35 percent or more.

Investments Under the Budget Reconciliation Act -~ Approximately $2.5 billion in
new tax incentives and $1 billion in capped entitlement expenditures. (Additional
monies will be available for empowerment zones and enterprise communities through
new authorizations under the Economic Empowerment Act of 1993 and through
diversion of funds from existing agency programs.)

Capped Entitlement Spending under the Budget Reconciliation

$1 billion available under Title XX for grants to States for social services
spending in empowerment zones and enterprise communities designated by the
Designating Secretaries.

Grants in the following amounts will be available to states for each designated
zone:

-~ urban empowerment zone: two consecutive yearly grants of $50 million
-- rural empowerment zone: two consecutive yearly grants of $20 million
-~ urban and rural enterprise communities: one grant of $2.95 million

The grant funds must be used in accordance with the zone's comprehensive
strategic plan and on activities that benefit zone residents.

Program options for use of these funds include: drug and alcohol prevention
and treatment programs that offer services to pregnant women, mothers and
children; training and employing disadvantaged adults and youth in
construction and rehabilitation of affordable housing, public infrastructure and

3



community facilities; training in entreprencurism and self-employment; after-
school programs designed to promote and protect families and children;
services designed to promote community and economic development, such as
skills training, job counseling, transportation services, housing, counseling,
financial management and business counseling; emergency shelter for
disadvantaged families; programs that promote home ownership, education or
other routes to economic independence for low income families and

individuals.

° Each state is required to remit to the Secretary of HHS any amount of the
grants that are not obligated within two years of payment. Remitted amounts
will be made available to states under the basic title XX plan.

Tax Incentives for Empowerment Zones and Enterprise Communities

Tax-exempt enterprise zone facility bonds for zone businesses

° New category of exempt activity bonds created for loans to qualified zone
businesses located in zones.

° Up to $3 million per business per zone in bond funding and $20 million per
business for all zones.

° These bonds are exempt from general restrictions on financing the acquisition
of existing property and on financing land with 25 percent or more of the net
proceeds of a bond issue, the bonds are subject to the State private activity
bond volume cap.

Tax Incentives Available only for Empowerment Zones

1. Employment and Training Credit

° From the time of designation through the year 2001, employer credit of 20
percent of the first $15,000 of wages or certain training expenses for employees
who are zone residents and perform substantially all services in the zone. The
maximum credit per qualified employee is $3000 per year.

° Credit will be phased out beginning in 2002.

= From 1994 through 2001, the credit is 20 percent
- in 2002, the credit is 15 percent

- in 2003, the credit is 10 percent

- in 2004, the credit is S percent



[ The credit is allowable to offset up to 25 percent of alternative minimum tax
liability.

° Qualified wages include certain training and educational expenses paid on
bebalf of the employee.

2. Property expensing

° Section 179 expensing for depreciable property for qualified zone businesses is
increased by the lesser of (1) $20,000 or (2) the cost of section 179 property
that is qualified zone property and that is placed in service during the taxable
year. (This increase is in addition to the $17,500 in 179 expensing now
available to all small businesses.)

° This increased expensing does not apply to buildings.

° The present-law phase—out range is expanded from $217,500 to $257,500.
The cost of section 179 property that is not qualified zone property is not
reduced.

° The increased expensing allowance does apply for purposes of the alternative
minimum tax (i.c., it is not treated as an adjustment for purposes of the AMT).

° Among other requirements to ensure close ties to the zone, qualified zone
businesses must have at least 35 percent of employees who are zone residents,
and do not include certain types of businesses.

Tax Credit for Contributions to Certain Community Development Corporations
(not limited to Zones)

° A taxpayer will receive a credit for qualified cash contributions made to certain
CDCs. The credit may be claimed for each taxable year during the 10~-year
period following the making of the contribution. The credit claimed for each
year can equal 5% of the total contribution, for a total of a 50% credit over
the 10-year period.

° The aggregate amount of contribution may not exceed $2,000,000.

° The Secretary of HUD may select up to 20 CDCs cligible to participate in the
program, at least eight of which must operate in rural areas. Selected CDCs
must: be tax-exempt, S01(cX3) organizations; bave a principal purposes of
promoting employment and business opportunities for residents of its target
arca; have a target area which meets geographic limitations for empowerment
zones and enterprise communities and meets certain indicia of distress.



° The Secretary shall give priority to CDCs with a demonstrated record of
performance in administering community development programs which target
at least 75% of created jobs to low-income or unemployed individuals.

Incentives for Investments in SSBICs (not limited to Zones)

° Waives active business requirement for Specialized Small Business Investment
Corporations (SSBICs) that would otherwise not be eligible as a qualified small
business for the new 50% capital gains exclusion on investments in small

businesses.

° Allows deferral of gain by corporate or individual investors from the sale of
publicly—-traded securities if the proceeds are reinvested in the equity of a
SSBIC.

Expanded Low Income Housing Credit (not limited to Zones)

° Property developed using HOME funds would be eligible for the credit if 40%
or more of the residents have incomes no greater than S0% of the areca median
income.

Tax Incentives for businesses on Indian Reservations
1. Accelerated Depreciation

° Allows shorter recovery peniods for section 168 depreciation of investment in
certain "qualified Indian reservation property.”

= 3-year property depreciated over 2 years.

= S-year propenty depreciated over 3 years.

- 7-year property depreciated over 4 years.

- 10-year property depreciated over 6 years.

- 15-year property depreciated over 9 years.

- 20-year property depreciated over 12 years.

= Non-residential real property depreciated over 22 years.

2. Indian Employment Credit

° A 20% credit is available to employers for the first $20,000 of qualified wages
and qualified employee health insurance costs paid to each qualified employee.

° The credit is an incremental credit, such that an employer's current~year
qualified wages and qualified employee health insurance costs are eligible for
the credit only to the extent that the sum of such costs exceeds the sum of



comparable costs paid during 1993 to employees whose wages did not exceed
$30,000.
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to explre at the end of 1896,

Hease Bell

The 0.2 percent surtax would be axtended

for two years. through 1998.
Effectroe Dot

Upor enactment.
Scasit Amredure’

No provision.

Cosfrrraa Agrvrere!

The copference agreement f{ollows the
House bill.

8. Disclosure of Information to Rallroad Re-
tiremen! Baard (Bec. 13277 of House bill)
5 Prvuw! Low:

The Rallroad Retirement Board (RRB) bas
access Lo returns and returp inforrnatiop re-
gardipg taxes imposed upder the Railroad
Retirement Tax Act for purposes of the ad-
mipistratiop of the Rajlroad Retirement Act
(RRA}. but it {2 pot authorized to recejve re-
turns apd returt informatiop filed upnder the
Rallroa¢ Repayment Tax provisiopa. (The
Raflroad Upemployment Repayment Txx was
imposed to repay loans from tbe Rallroad
Retirement Accoubnt obtajned by the Rail-
road Unemployment Insurance Account.) Ip
addition. there 13 po specific auvtbority to
disclose RRA informatiop for purposes of the
admipistratiop of the Railroad Upemploy-
menl lpsurance Act (RUIA).

Hoase Bil

The provisior would amend tbe Interna)l
Revepue Code to enable the RRB to obualn
Rajlrcad Unemployment Tax Loformation.

Bffecirme Dam

Upot epactment. ;

Srasic Aaresdmrul

No provision.

Confrrraa Agrerecat

The conference agreement does bot include
the provision ip the House bill.

SOCIAL SERVICES BLOCE ORANT
3. Targetod Federa! Assistance for Bocial
Services :
Pravat Low

Under title XX of the Soclal Security Act.
States are entitled Lo receive social services
biock grapt funds. Title XX s a capped enti-
tlement. with an entitlement celling of $2.8
billiop per fiscal year. The sbare for each
State fs based op i1ts relative sbare of the bDa-
tiona) population.

States may use the dblock grant funds for a
wide rapge of soclal services, directad at five
goals: (1) acbieving or majintaining ecopomic
self-support to prevent, reduce or elimipate
dependency. (2) acbieving or maiptalbiag
self-sufficiency. including reduction or pre-
ventiop of dependency. (3) preventing or
remedying peglect. abuse, or sxplojtation of
cbildrep and adults ubable to protact tbhelr
owp ipterests. or preserving. rebabilitating
or reupiting families, (4) preventing or re-
ducing ipappropriate ipstitutional care by
providing for commupity-based care. bome-
based care, or otber forms of Jess iptansive
care; and (5) securing referral or admiasion
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for (nstitutiopa) care whep other forms of
care are DOt appropriate. or providing serv-
fces to individuals ip institutions.

According to Btate preexpenditure reports,
which describe the lotended use of block
grant funds, 1p Nscal year 1587 States funded
suck services as substanoe abuse services,
residentia) care and treatment; education
and trajolng., employment, transportation;
bealth-related services; preventiop and
intervention services, and social support
services (such as recreation. camping. famlly
development and pdysical activities).

Hesse Bl

No provision.

Scnatt Aeredarw

No provisiod.
Cosferemz Agverase!

The conference agreement makes §] billiop
available under Title XX to the Gecretary for
grants to States for soclal services. Each
State {3 eptitied to grants for each qualified
empowerment tone and each Qualified enter-
prise commaDbity Ib the State.

AD empowerment 30Deé OF eDlerprise com-
mubity 1s qualified if it has been designated
a 30De Oor commubity under part I of sud-
cbapter U of chapter ]} of the 1otarna) Reve-
nue Code of 1985 and 1f its strategic plan (re-
Quired 1n av application for designation
upder tbe loterpal Revepue Code) is quall-
fed.

A Qualified plap s a plap that: (a) Ibcludes
a detaljed descriptiod of the activities pro-
posed for the area that are to be fapded with
the grant: (b) coptains a commitment that
the amoupts provided will pot be used to
supplant Federa) or pop-Federa! funds for
services and activities which promote the
purposes of the grant. (c) to the extent a
State does pot use the funds ob certaln pro-
gram optiops (see below), explains the rea-
s0DS why Dot. and (d) was developed ip co-
operatiop witd the Joca) government Or gov-
ernments with jurisdictiop over the 3ope or
commuaity.

With respect to each empowerment soDe.
the Secretary wiil make ope grant to each
State ip which the s0De lies. Op the dste of
its decigpation. and a second grant ob the
first day of Lhe Nirst Naca) year that degins
after the desigpation. Witk respect to each
enterprise community, the Secretary will
make ope gTADt tO each State ip wbich the
community lies, op the date of its designs-
ton.

‘The amount of each grant to a State for ap
empowerment zobe will equa) 850 mllljop I
the sope is designated i ap urbap area and
$20 milljop 1f the sope is desigpated in a
rural area (multiplied by the proportion of
the populstiop of the urbap or rural zone
that resides Lp the State).

The amount of each grant to a State for ap
epterprise commubnity will eQua) 185 of §280
million. multiplied by the proportion of the
population of the community that resides in
the Btate.

A State must use the grapt funde: (a) for
s0cCial services directad at three goals: (1)
achieving or majptajning ecobomic self-sup-
port to prevent, reduce or eliminate depend-
ency: (11) achieving or maintaining self-sufn-
ciency. Including redoction or prevention of
dependency: or ({11) preventing or remedylng
peglect. abuse. or explojtation of children
apd adults ucadle to protact tbelr own inter-
ests. or preserving, rebabilitating or reunit-
1pg families; (D) Ip accordance with the stra-
tegic plap for the tobe or community: and (c)
oD activities that bepnefit residents of the
20De Or COmMmuDIty,

The following are among the pragram op-
tions avallable to the Bratas:

(1) Ip order to prevent and remedy the De-
glect and abuss of cbildren, a Btate may use
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“(A) copa! U no! g malmal (ncome-produc-
tmg factor for the partneTsnip, and

*(B) the retinng o1 dermaed partner wal 8
genevc! partney (n (Ae partaeTship.*’

() LimrraTION ON DEFINITION O7 UNREALIZED
RECE!  ABLLS.—

(1) Iv CENERAL. —Subsection (c) of sectiom 75/
(Cefir.ar.g unrealized recavcdles) 4 omendes—

(A) by striking “‘sectioms 731, 736, end 741"
eoch pace they appeat and (Raevhing *, ascTlons
7] and 74] (but not for purposes of section
735)°', and

(B) by striking “"section TII, TX6, or 74]" aoch
:lace it appears and trucrting “‘section 73] or

()

(2) TECNNICAL AMENDMENTS. —

(A) Subsecnion (e) of saton 75] L amended by
nriking “sacnona 731, 7X6. and 74]"" and (nsert-
tng “‘sections 73] ang 741",

(B) Secnon 736 L amended by striking subd-
section (C).

(c) EsFecTIVE DATE —

(1) Ix GENERAL.—TAe omondments made by
tAL section shall apply I the cose Of PATINLTS
vetiring 01 d;....° on o7 after January S. 1993.

(2) BINDING CONTRACT KXCEPTION.—The
amendments mode by thl section shall wnot
apply 10 any parirer tehnng on o7 after Janu-
ary 5. 1993, {f a wrillen contralt Lo purchase
Nuch porirer’s {ntevest (n (Ae partnership was
binding on Jonuarty ¢. 1953, and atl all e
thevec/ier defore yuch purchase.

PART VII—MISCELLANEOUS PROVISIONS
ZBC. 1337). DISMULOWANCE OF DNTRRAST ON

- CERTAIN OVERPAYMENTS OF TAL

(a) GINERAL RULE. —Subsection (e) of section
6611 s omenled to veand 09 follows:

**(e) DISALLOWANCE OF INYEREST ON CERTAIN
OVIRPAYMENTS —

**(]) REFUNDS WITHIN ¢S DAYS AFTER RETURN IS
FILID —If any vevpayment of (ax ymposed by
tAu tille ts refunded within ¢S days after the
last day prexcnbed for Ming tAe returm of yucA
2 (Ceterminel wilhout repard L gny eension
of eime for filing tAe return) or, tn the case of @
return flled after such losr date, U refunded
within ¢5 doys afte~ the date tAe return £ fled.
a0 {nteves: shall be allowes under gudsecsion (a)
on Fuch ovevpoyment.

*"(2) REFUNDS AFTER CLAIN FOR CREDIT OR RE-
FUND —If—

““(A) the waspayer fUes a clatm for o cvedit ov
refuné for ary overpayment of s tmposed by
AL fiile, and

(B} ruch overpayment U refunded withkin €5
days aftes such claim u fued.

no inievest shal! be gllowed on such overpay-
ment fiom the daie the clatm 3 flled untll the
day the refund 1 made.

*(3) IRS INITIATED ADIUSTNENTS.—If an od-
Jusement tnitiated Ly the Secvetary, resulls tn o
refund o1 credi! of an ovepaymemt, Interes! On
fuch orepc,;ment sAall be computed by sub-
tracting €5 days from (ke numder of days inter-
est woull ofhemutise be allowed with respect 10
Fuch overpayment.”’

(0) EFFECTIVE DATES. —

(1) Paragraph (1) of section 6611(¢e) of the In-
temal Raenue Code of 1986 (a3 omended by
subsection (a)) shall apply tn the case of refurny
the due date fov which (Ceiermined witkoul re-
gard to extrrsions) & on or afier Jonuary 2.
199¢.

(2) Paragraph (2) of section 6611(¢) of suck
Code (as 30 amended) shall apply in the case of
claima for cvedst or refund of any ovcpeyment
Nles on or after January 1, 1995, repardiess of
tAe toradie period o wAKA nuch refund relotes.

(3) Parogroph (3) of section 6611(e) of such
Code (a3 3c cmended) sholl apply In the case of
any refund patd on or after January ], 1995. re-
pardless of the tazadle period o which such re-
fund relates.

SEBC. 13372 DXNIAL O7 DEDUCTION RELATING TO
TRAVAL RXPEVSES

(a) In GLNERAL —Section 276(m) (reloting

adciticnal lumitationd on travel espemves) U

omended by odding at (he end (Acveof the fol-
ALY parogroph:

*(3) TRAVEL EXPENSTS OF SPOUSL, DEPENDENT,
OR OTNERS.—NO deduction sholl be allrwed
under tAL cAcpter (othev than sectiom 217) for
trapve) apersa pald 07 {nturred Wik respect O
0 rpouse, depenient. o7 othev tnditidual acrom-
parying (Ae warpcyer (o1 an officer o1 evployee
of the waspayer) on bustness travel, unloo—

*“(A) the rpoude, drpendent, o7 other udm.d
wal U an employee of tAe Waxpayer,

*(B) the trovel of the rpowie, dependsent, o
other tndividual U for a bona flde bunness pur-
pose, and

“(C) such aperss would otherwiae be G-
mle by A2 spowse, depenlent, o1 other tadi-

) EFrsCTIvE DATE.—ThAe amendmen! mode
by tAL satum 3hall apply to cmounus paid or
tnourved after Decondet J1, 1993,
8BC. 12173 INCRZASZX IN WITHEHOLDING FRON

SUPPLEMENTAL WAGE PAYMEANTR

If an employer elects under Tyaaruty Regula-
ton J1.3402 (g)-1 to determine Lhe amount to be
delucted and withheld from gny supploncnaal
wage poy™ment by using g [la! pevteniagoe rote,
CAe rale o be wred In deteroning (Ae amOxAL Lo
be 80 deducted ond withAeld shall not be less
than 24 percent. The preceding sentence shall
apply Lo payments made afier December 11, 199).
Subchopter C—Emponarment Zonas Kater

prise Commanrltics, Rurol Decelopment In-

cestmend Arvaa Bic.

PART —EMPOWERMENT ZONES, ENTER-
PRISE COMMUNITIES. AND RURAL DE-
VELOPMENT INVESTMENT AREAS

&BC. 13301 DESIGNATION AND TREATMINT OV

EMPOVWERMENT BONES ENTEA.
PRISE CONNUNTTTES AND RURAL
DEVELOPKENT INVESTMANT AREAS

(a) In GENERAL.—Chapter ] (relating to wmov-
mal tares and sutiases) U amendsd by taserting
after subchapter T (he following wnew sud-
chapter:

*Subchapter U—Derlgnation and Trvalment
of Empawerment Zones, Enterprise Camam-
niiea, ond Rural Development lavestment
Arvas

“Pant 1, Dotgnation.

“Part ll. Taz-esempt focUity bonds for
onpovermen( aona and entev-
Prue communina,

“Par1 Jll. Addittonal tacentives  for

CNPOWCTIMLNL Z0NE.
“Part IV. Regulations.
“PART |-DESIGNATION
*Sec. 139]. Desngnation procedioe.
“Sec. 1392. Rgitility criteria.
“Sec. 1393. Definitions and rpectal rules.
“SEC. 139). DESIGNATION PROCRDURR

*(a) IN GENLRAL.—FYom amomg (Ae greas
nomingled for designafion undev (AU pectiom,
the cppropriale Secvewaries may dengnale
SNPINCTTALN! 2oned Gnd enleTprse CoTUNUNXIfLes.

*(0) NUMBER OF DESIGNATIONS.—~

°(]1) ENTERPRISE CONMUNITES.—TAL appro-
priate Secrewaries may dengnale {n (e aggre-
gote 85 mominated arens ai enlerprse comurmy-
R under thl saction, subject Lo the gval-
abdtlity of eligidle nominated areas. Of (Aat num-
ber, mot more than 65 may be desipnated (n
urbon areas and aof more (Ao J0 may de des-
{gnateC {a rural greas.

“(2) EXPOWERMENT ZONTS.—TAe aoppropriate
Secvetories may dengnatle (a the oggregate 9
nomingled areas Q4 emMpoLETTMEN( poney undev
AL sechon, rubject o tAe avalloduity of eligible
nominated greaa. Of (Aol muwnber, wot more
than 6 may be desigrnated fn urban arey ond
not more than J may be dengmated i rurgl
areas. I/ 6 empowerment 2oney are designated (n
urdan aresy. no lews (Agn [ shall de dengnated
tr an urlagn Gread (Re most populows city of
which Aoy g population of 500,000 or less and no
less t1an ] sholl be g nominated area WALA tn.
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cudes ares fn 2 Swates and which Aas g popu-
kation of 50.000 o less. The Secvetary of Hounng
end Urban Daelopment shgll dengnore
enpovermen( zunes located (n urbga aresd tn
such ¢ manner that the appregate pepulation of
all such zones does not exceed 750.000.

*“(c) PERIOD DESIGNATIONS MaY BL MADE —A
desipnation may be moade undo (RS secon
only after 1993 and before 1996.

*“(d) PERIOD FOR WNICKN DESIGNATION 15 IN
Erfecr.—

*(1) IN GENERAL. — Any dengmarioe ynder Al
anction sAoll remain in effect dunng the penod
deginning on the date of the dengmation and
ending on (Ae earliest of—

*(A) the close of the J0LA calendar year begtn-
Bing On 07 G/tey such date of dengmanion,

*(B) (Ae termination dote designoted by the
Swte and loca) governments as provided for tn
(Aclr ROMINGLOn, OF

*(C) e dale the appropnale Secrelsry re.
sokes the dengnation.

*(2) REVOCATION OF DESIGNATION.—The ap-
propriote Secvewary may revoke tAe demgnation
undev this pection 0f an ares f such Secrewary
delermines (Aol (Ae local povernment o7 the
Sate {n which {t U located—

*(A) has modified the boundanes of the crea.

or

*(B) U not complinng rudsiannally with. or
fois to make progress in achieving (Ae benzh.
marks set forth in. the strategy plon under pub-
section (N)(2).

"(¢) LIMITATIONS ON DESIGNATIONS.—NoO greo
mgy be dengnated undey fubsection (a) unleys—
"(l) (Ae grea U nominated by I or more local
govermmenty and the State or States (n wALCA ¢
U located for dengmation under thus section,

*(2) ruch State or Swales and the local povern-
ments Aove the guthority—

“(A) 0 mominate (he area for dengmation
undev (AU section, and

*(B) to provide (he azsurgncel Gexcvided tn
parograph (J),

“*(J) such State o7 States and the local povern.
el provide Wrillen assurances sansfactory to
the approprate Secvelary that tAe stralegic plan
descnbed ta (Ae apphcation under pudsertion
Q) for ruch atea will be implemented.

*“(4) the appropnate Secvelary delermunes that
gny information fumished & reasonably accu-
rate, and

*(5) ruch Swte or Swates and local govern-
meny certify tAgt mo pottion of the arec momu-
agled U already tncluded 1n Gn O POWECTTENL
2ome 0T iR Gn Enlevprue cCOmMMuURLLy Of tn GA
orea ofherwise mominaled W be desgmated
under tAU zection,

“(f) APPLICATION.—No arec may be dos-
nated under pubsection (a) unless the opplica-
eton for ruch dengmalion—

(1) demonstrates (hat (Ae mominated area
sctlsfies e eligibility cnlemo dexcnbded fa sec-

tion 1292,

*“RR) {ncludes o stvategyv plan for accomphsh-
tng the purposes of thiz subchapler that—

A} cescnibes Whe coordinated economic,
Ruman, community, and pAyncal dovelopment
plan and related aoctivities proposed Jor the
aominated grea,

*(B) describes the process by whick (he af-
fected commun ey s @ full partaer (n the process
of developing and Umplementing the plax and
fhe estent to wAicA local (nstitutions and orpa-
awations Agie contnduted L the planning proc-

e,

*(C) tdentifies the amount of Swte. local, and
private resources that wll be available In the
nomunated areo and the privatepudlic partner-
ships Lo be wied, which may (nclude partcipa-
tion by, and cooperation vtk universities, med-
al centers, and other private and pudlc enti-

fies,

‘(D) Wentifies e funding reguested under
any Federal program (a support of (he proposed
economic. Auman, community, and phynml de-
velopment anl related activines,

*(E) iientifics baselines, metheds. and dbench-
marky for mearuring the purcess of ca™mying oul
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the strolegtc plan, tacluding the extent o vhich
poot pevsory arl famties ull be empowerel Lo
c~gme economielly self-suffinient. and

'F) does no! inciule any oction (0 aislT any

bluhmem! (v relocchng from one grec Oul-

o the nomunglel ares tc Lt nominatel grec.

! that! aarswance for the cpansniom of an

T ang bunneu entity througl the eswdluh-

at of o nev branch, officte, or subndury u
porwdited (f—

(1) the eswadltakment of the nev branch, af-
Mate, v nbndony wili ol renudt in g decvease
in employ™sem: in the ares of orynna’ loccaoe
o7 tn Gny OotAer arac where (he ensung duonens
entity conduct dunness opevatiory, and

“(4) Aeve 8 nec Teason 1o Belinve Lhat (Ae mew
branch, affulale. o1 nbNdicry B deinp eswad-
duhed uwith ehe tniennon 0f clonng Boum (Ae
opcTBtiony Of the exunng businexs entily (v (Ae
ares of 1L oNging. loccon 07 tn an) Othet Grea
wAzre e esunng bdunnes) enfity conducw
dusiness operanion, and

“(3) tnzludes puch Oother {nformstion o4 w3y
e required by Lhe oppropnole Secrelary.

*$EC 1293 DLIGCOADITY CRITRRIA

“(a) In GEVERAL —A nominoted arec shall be
elgle for Genprnotior. under secniom 139) only
U (1 meers the folicwing coiteng:

(1) Por:iaTioN—The nomunated ares has ¢
MASIMUT. PO losOT, 0f—

“°(A) in tRe cose of an urbar arec. the lexsey
of—

**(1) 200.00C. or

*'(4) the grecies 0 50,000 or 10 pevcent of the
popuiatior. of the mos: populous city locoted
within (Ae normunsteC arec, and

*‘(B) tn the case of o rura! avec. 30.000.

*(2) DISTRESE. —The nom:nalel aren {9 one of
penasive poveTs). unemploymen!, and peneval
dutress.

*'(J) SiZE —The nominatel area—

(A) does not esceel 20 sguare miles (f an
Jan greo 0+ 1,00C square miles {f 8 rura) afeg.
‘‘(B) Aas 0 bounds™y cAiCk U confnuous, 07,

ept in (he case of a rurc. arec located

re than ] Swte, connsy of not more than J

aonconfhpuow parcels,

“(C)(1) t1n the case ¢f an urbar. Grea. U Lroted
enfitely WUkl no more than 2 connguows
Siwates, and

(1) In the case o/ a rural ares. (s locared en-
arely within ns more (hon J connguows Swates,
and

(D) does not Influde any pertion of @ central
dunness disTnce (a3 A Wom U used for pur-
poses 0f the mos: recent Cennwy of Rewtl Tvade)
unless the poverty vate for eack populanoa orm-
W v in Fuch CusinsT U not Lexr thon IS per.
cent (36 percen: in tAe case Of an EnLPTAe
communil; ).

*(6) POVERTY RATE. —The poverty rote—

*’4) for eock populetion cemus past Wi(Atn
tAe nomingted aren U no: less 1han 20 percent.

*(B) for 0: lecst 9% percent of the population
consw ol wilkin the nominsted areo U ROt
less than 2 percent. and

*(C) for a! leas: X pevcent of the population
Cerrus rracly Wwilkia tAe nominateC areo 4 no!

less than 35 percent.

*'(d) SPECIAL RULES RELATING TO DETERMINA-
TION OF POVERTT RATE.—For purposes of rub-
section (a)(€)—

(1) TREATNENT OF CINSUS TRACTS WITH
SMALL POPULATIONS —

“(A) TRACTS WITH NO POPULATION.—In (he
case of o pogulation census fralt WiA a0
pogulanion—

(1) such tract shall be treofed as Aaring o
~overty rate wvhich mee:ls the requitements of

Yparographs (A) ar.d (B) of subsection (a)(4),

t

(1) ruck tract Ihal! be treated oy hoving o
10 pooeTTy raie fov purposes of applying subd-

rogroph (C) theveo!.

‘(B) TRACTS W.7N POPTLATIONS OF LESS THAN
..000.—A populatior. cerrus trolt with ¢ popu-
lafion of lews thar. 2.00C shall be treated as Agr~
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tap o poveTty rale wAich meets the requirements
of subuavagvophs (A) ond (B) of subsrection
(a)(4) tf mote (hon 75 petoen: of such tract s
2onel for comenerial or tndustrial use,

*(2) DISCRETION TO ADIUST REQUIRIMENTS
POR EATERPRISE COMMTUNITIES —In determuning
WAziher ¢ aominated aorec W elidle for dos-
Wnation oy ar. erteTprue comemunily, the appro-
prigte Secvelany may. wAere naascTy Lo caTTyY
oul the purposes of this subcAgprer, reduce by §
pereentade points one 0f the following thresh-
olds for not movre thar. JO pereent of the popu-
lation eemnw acu (o1, U fewer, § populanon
cennu trasl) tn (he somunated orea:

*(A) The 20 percent threshold in subsection

(a)()(A).
*(B) The 25 percen( threshold tn gubsection

(a)(¢)(B).

*(C) The 35 pereent threshole (n subaection

(a)(4)(C).
If the appropriate Secveiaty elects to reduce the
threshold under subparograph (C). euch Sec-
rewary may (in Meu of crplying the preceding
senience) reduce by 10 pcroemiope potal tAe
tArohold under yubparagraph (C) for J popu-
lation cenywy fracts.

**(3) EACH NONCONTIGOOUS ARIA MUST SATISFT
POVERTY RATE RULE —A nomtnaled ares may
no! Inchude 6 noncontiguow parcel unlezs ruch
parce] scporately sects (rubect L parographs
(1) and (2)) the criteric set forth (r gubsection
(aXdq).

*'(d) ARLAS NOT WITKIN CINSUS TRACTS —In
tAe case of an arec whlcA U not tracwed for pop-
ulanon cennw tracu. Az equivalent county df-
virony (a3 defined by the Bureaw of the Census
Jot purposd of defining poverty arear) shall de
wed for purposes of delermuning povetty rotes.

*(c) FACTORS TO CONSIDER.— From among the
nomingted grecs elgdle for derignation undev
sextOn 129] by (Ae appropriale Secretary. Fuch
CPPIoPTIBLL Secveinry shall make dergnafiony
0/ oMPOUCTIN! 2ones QAL ERILTPTIL COMORY-
rites on Lhe dbasy of—

(1) the effectiveness of the strategic plawn sub-
milteZ pursuant Lo section J29J(f)(2) and the -
mﬁ?nw made purtruant Ic section 1X9J(e)(3),
[

*'(2) criteria specified by the appropriate Sec-
retary.

*SEC. 1333. DY DNTTIONS AND SPECIAL RULER

*(a) IN GINER«L—Fo1 gpurposes of (Al
ubchoptey—

*(]) APPROPRIATE SSCRETARY.—TAe Lerm ‘ap-

0PTIaLL ST | MeCR—

*(A) the Secvetary of Kousing and Urban De-
velopment fn (Ae care of ary nomingted ares
which 13 located tn ar urban area, and

“(B) the Secvetsry of Apriculture in the case
0f any momunated aran which u lomed ta @
rural area.

() RURU 4rL4—The term ‘rural area’
meony any 6768 WALKCA —

*(A) outside of a metropolitan statistical ares
(within {Ae meaning of section J43(k)(2)(B)). or

*(B) deterraned Oy the Secvetary of Agmi-
culture, afier conrnultation with the Secvetary of
Commerce. to be a rural area.

*(3) URBAN ARL4.—The (erm ‘urbon grea’
megns an areo wALh & not a rural area.

*(d) SPECIAL RULES POR INDIAN RLESERVA-
TIONS. —

*(A) IN OENERAL —No onpowerment gone o7
enlerple communify may fnclude any ares
within an /ndian resenvation.

*(B) INDIAN RESERVATION DLZINED.—TAe term
‘Indion reservahion’ Aas tAe meaning given such
term by section J68(IN6).

*(5) LOCAL GOVERANMINT.—TAe (e Toca)
govemment’ megns—

“(A) any county, city, toun, towrship, par-
GA. ofllage, ov olher pencral purpose political
rubditision of 0 State, and

*'(B) any comZhanation of polifical yuddivisions
descridel in subparcgraph (A) recogmbed by the
apyroprile Sareary.

*(6) NCN/NATED aRLA—The term ‘mominated
ared’ meany gn GTe0 WALR U4 nominoted by ] or
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more loca! governments and the Swate or Statey
tn whick 1! 1 located for dagnanos under pec.
tion 139).

*(7) GOYIANNENTS.—]f more (AR ] Siate or
local povernment peeio L0 WoMURdle @R Gfea
under tAU par!, ery reference L0, OF reQuiremen!
of. this subchasier shal! apply to all nuch gov-

ts.

*‘(8) SPECIAL RCLL —An ored SA2D be trealed
a1 nominated by 6 Sk onl G o) Povemmen!
U 1t U nomEnoled by oA E@xmomK demlopment

gt cAarieved by the Swate.

**(9) USE OP CINSUS DATA —Popnlation and
poverty rate shall be daurrwaned by the mort re-
cent decemrial connw date availadle,

*(b) EMPOWERNINT ZONE, ENTERPRISS CON.
NUNITY.=For purpes> 0f tAu @BUe, the termg
‘oeTpoweTIen! 2one’ G ‘enleTprle comomunity '
mean Oredy darignatad o ruch uader aaction
139].

“PART NII—TAX-EXEMPT FACILITY BONDS

FOR EMPOWERMENT ZONES AND ENTER-

PRISE COMMUNITIES

“Sec. 134, Tar¢zomp! oalerprine pome farility
donds

agPC 194 TAYIIIMPT ENTIRSRIRR BQNT FA-
CITY BONDE

*“(a) IN GINTRuL—For purposes of part IV of
subchapter B of ths cAaprer (relafing o tar es-
emption requirements for Swate and local bonds),
the term ‘ecempt facUity bond® tacludes gny
bond Gsued as part of on (2rus RS perTemt of
mote 0f the ne! proceay (03 Gefined th section
150(a)(3)) of wALcA ave to be wred Lo provide gy

2 eone factitey.

*“(0) E’TERPSS ZONT Faciurry.—For pur-
posa 0f AL BN~

**(]) IN OINERLL—TAL L™ ‘cnlcTprise gome
Jactliny® meons gmy quahfied zone property the
prinaipal usev 0f WALKCA U4 aa Eulerpnue 2one
bustnezs. and any lond WAKA # funcoonally re-
fated and nubovdinaie to yuch property.

() QUALIFIED 3ONR PROPERTY.—TAe term
‘qualified zome properTy’ Ra2 (Ae maaring plven
Such Lerm by secmom 1X97C,; except that LA ref-
CIENLLl 10 CRPOBCTMLR! 20na aRall be treoted
6 tacluting refeTences 0 onleTpTiae CoTUmu-
nitses,

*(3) ENTERPRISS ZONT BUSINESS.—TAe term
‘enterpnie 2one business’ Aol (the maontng glven
0 such term by section JXTB, avept thatl—

*(A) references o enpoerment eonex shall be
treated @3 tnchuding refcrences o0 enterprise
communities, and

°(B) rucl term includey any trado or busi-
nesses WAk would qualify as Gk enlevprue
zone dusiness (dricrrined a/ier the modificacion
of subparagraph (A)) U such trodes or busi-
nesses wete scparately incorporated.

**(c) LINITATION ON AMOUNT OF BONDS.—

“(1) IN cINIrRaL —Subiectiom (a) sAall mot
apply o any lerue (f the aggrevate amount of
outsionding enlerprise zone fociMty domds allo-
cable o any perion (WiIng (Lo acCoun! Fuch
rue) excredy—

“(A) $3.000,000 with respect to eny [/
EMPOULTINLNL Z0Me 0T EnlLTPTUT Community, oY

*(B) 820.000.000 with repat to all
empovement 20ne) and enlerprue comonunities.

*"(2) AGGREGATI ENTTRPAISE BONE PACILITY
DOND BENLFIT.—~Fot purposes of rubparagraph
(A). the opgrepate amount of oulsianding enter-
prue zone factlity dondy allocadle to any person
sAall be Cetevmined under rules similar 0 the
rules of section 1€4(aX10), takang into account
only bondy Lo WALA Fubsection (o) applies.

*(d) ACQUISITION OP LAND AND EXISTING
PROPERTY PERNITTED.~TAe rteguirements of
sections 1€7(¢c)(I)NA) and 1€7(d) shall not apply
20 any bond dessmibed 1a rubsectiom (a).

*‘(e) PENALTY FPOR CLASING TO MLST REQUIRE-
NEINTS. —

(1) FAILURZS COARRBCTED. —An (arue WALA
falls to mect ] ot more of tAe requitoneny of
rubdsections (a) and () shall be trected a3 maet-
(ng ruch requirenents (f~

“(A) the Lssuer onl ary principal user in good
Jollh allempled to mect such requironenie, 8nd
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*(c) QUALIPIID PAROPAIITORSHIP.—FoOv pur-
poscy 0f thu sectiow., the torm ‘qualified propri-
coTship’ means, uil) feapeac! i GR} tnrable
1037, aRy qualifiel thusiness corried on by on -
dnitdunl as G propciotslip {f for such year—

(1) ol least & pereent of the total gross (n-
ome of puch tndirilual from such busineo 4
derivel from (Ae octive conducT of such buriness
th R BMPOLET™MEN! s0NL.

“Q) rudstannally ali of the use of the tangible
propety of ruwh individus! (R such dunness
(WAhether ouned o1 leased) O within @n
EMpoveTman! 2one,

**(3) rubstanticlly all of the tntangidle prop-
ety of rulk buriness u weed (n, ond exclusively
related 0. the active conduct of Fuch burness,

“(4) rudriananlly all of the scvices peTformed
for puck tadnidusd (n ruch businesy by employ-
ey ¢/ nich burmnen ore pctformed M aR
ean ! zome,

*(S) at leas: I8 peveent of such employees are
rexdeny of Gn ETPOVCTTAEN! EORL,

*(6) laas hon § peroemt of the guvevage of.(Ae
oorTepdle yunasnuted boses of the property of
such tndudus! wALh U wed i fuch dunnen
U ateriduadle Lo collecadies (03 definel (n dec-
fion ¢04(m)(2); othe thon coliectidles thaf are
Aeld primariy for rale to CuIomeTy in tAe ordi-
aary course 0/ such buriness, and

*(7) less than S peveent of the average of the
opprepale unodrusied beser of the property of
Fuch indiadual wAck U wed tr ULl dunnes
U atrridutcdle o nonquilifiec fincnowal prop-
eoty.

For purposes of thts rubsection, the term ‘em-
ployee’ tncludes the propneior.

*(d) QUALIFILD BUSINESS.—For gurposes 0f
AL section—

‘(1) I CENERaL —FEzcep! ay othervsue pro-
vldeld In thu subsecnon. the L ‘qualtfied
bunness means gny rrode ot buriness.

**(2) RINTAL OF REAL PRGPLRTY —The rental
to others o/ rea! propern) located tn an
enpowermen! 20ne 1hall be trected as a quali-
fe€ bunness (f and only (f—

“(A) the propeTy U A0l residential remtal
PrepeTTy (0 defined v secTon 168(€)(2)), and

*(B) ot leas: 5C pevoent of the pross 1ental tn-
come [rom. (he rec] propethy L [rom enleTprise
sone bunnesses

*“(3) RINTA. OF TANGIBLE PERSONAL PROP-
ERTY —The rental) o ofAems of tangidle pevsonal
PropeTn} shall be trecied a3 o qualified dusines
U and only (7 rubswr.nally all of the rental of
A properny L by enloTSe zone businesses oY
by resicemus of an ETPOWETIALT! 2ONE,

*(d) TREATNENT OF BUSINESS NOLDINO INTAN-
CIBLES —The Levm. "qualifie dusiness’ shall not
tnclude any tvade o1 dunness consisting pre-
domangnlly of the Covelopment o7 Rolding of ta-
tangibles for aale or Icense.

*'(5) CERTAIN DUSINESSES EXCLUDLD.—TRe
tevm “qualified business’ shall not Include—

*(A) any tvode ov business consuting of the
operanion of any focUiny dexcrided (n secHion
164(c)(6)(B).and -

*(B) any trale o1 business {Ae principal activ-
ity of whick @ forming (uitAin the meaning of
subporagraphs (A) ov (B) of section 2032 Ale)(5)).
Out only 1/. as of the clcse of the preceding ar-

adle year, the sum of—

“(1) e apgregale unadruned dasex (or,
greater, the fair marke! value) of tAe ameu
ouned by the taspoyer WAICA are used fn muck
o tvade or duriness. and

“(1{) tAhe cpprepole value of azsely lensed by
the taspoyet which are used (. yuch ¢ frode ov
business,
exceeds $500.000.

For purpcses of rulbporograph (B). nule rmilar
& the rules of section 1357(d) shall apply.

“(e¢) NONQUALIFIED FINANCIAL PROPERTY.—
For purposes of (AL secton, tAe (2T ‘mom-
Qualifie¢ financdl propersy - mearns deb!, stock,
partneTihis (nicests, ophions, futures contracy,

forward controts. uarany, aotiona! principal
COnrocuy, annuittes, and other similar property
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paified (n rgrulaniows; exept that such ferm
sAal nof tactuds—

(1) reasonadle onourts of working copiia)
Reld tn cosh. cash equivalenls, or deb! (astru-
ments with ¢ Levm of 1 montAs of leas, or

*(2) dedt tanrumeny th pection
1221(4).

“EEC 1897C. QUALUOIED ZONX PROPXRIY DE

FINED
“(a) GEXLAauL RULEL.—For puwpasa of thl

paTT—

(1) IN CONTRAL—The (erw ‘qualfld z0me
PTOPCTYY ' MaARI GRY PTopeTTy (0 WRIC) sectiom
164 applia (or would apply but for astiom I78)

t/—
“(A) ruck property was acgdred by the (ag-
payer by purchase (a1 defined ta paction
17%(d)(2)) after the date or wAKCh (Ae dargmo-
&on of the erpowerment zone ook effect,
*(B) the ov¢nal use of wAhich ta en
EnpoLeTMEn! zond MONA With the o2

payer, and

*(C) rudstantially all of the use of which (3 ta
an enpowecen! 2oms aad U (n (Ae octive Con-
duct of o qualified burineo by the arpayer ta
such eone.

*'(2) SPECIAL RULE POR STASTANTIAL RENOVA-
TIONS.—In (Ae cose of any PTopeTTy WALA L
sudswanrally renovated by tAe Wrpayer, the re-
quitonents of subparographs (A) and (B) of
paragraph (1) shall be treatec a3 aacusfied. For
purposes of the preceding sentence, Property
shall be treated oz rubsiantially renovated by
the tarpayer {f. during any 2¢6-month period be-
ginniny after the dote on wWALCA (A2 desygmanion
of Ae onpovermen! gone ook effect. cdditions
10 basy With rerpect L0 SuCA propevty IR the
Aands of the tarpayer aceed the greater of (1)
an amoun( equal Lo the alrusted basu af the ba
Finning of such 2¢-montk period tn the hands of
the arpayer, of (1t) 85.000.

*'(d) SPECIAL RULES FOR SALIL-LEASTAACKS.—
For purposes of rubsection (aXIMB). U property
U 20l and lesed Back by the Larpayer wilhtn
3 mon(As after (he date much PropeTty was onygl-
aglly placed tr. sevvice, such property shall be
t1eoted oy originally placed ta service nof sarlier
than the date on wAhA such property U wsed
under (Ae leaseback.

“PART [IV—REGULATIONS

“Sec. 1397D. Regulafions.

“SEC 137D REGULATIONZ

“The Secrewary shall prexcride swuch regulo-
Hory a9 may be necessary or gppiopriale 2o
carry ouf the purposes of paru Il end Jil,
tndJudinp—

(1) regndations Hmiting the benefit ol parts /)
and I/l tn circumsiances wheve such denefits, tn
comdingtion with benefits provided under ofher
Federa! progroms, wowls result fn an octivity
being 100 percent or more subridized by the Fed-
eval Govermment,

*(2) regulc tions preventing aduse of the provk-
stony of paru 1l and 111, and

*“(3) regulctions dealing with {nodrerient fod-
ured of entitles o be enlerprue zone bdusl-
aser.”

(d) CLERICAL AMENDMENT.—TAe tabdle of sud-
chapters for chapier 1 U amended by (moerting
ofier (Ae ftem relating to nubchapter T (Ae fol-
loving nev item:

“Subchgpter U. Designation and treatment of
OTPOWETIIN!  20R&), ERleTPTINE
communities, and rural develap-
mn! (nvestment aread.”

ABC I33® TECHNICAL AND CONTORMING

AMENDMENTR

(a) EXPOWERMENT ZONK ENPLOTMENT CREDIT
Parr 07 GENEAAL BUS/VESS CREDIT =

(1) Subsacton (D) of section 38 (relating o
CurTen! poar dusinesy cvedil) U amendesd by
striking “'plus” of the end of paragraph (7), by
striking the period of (Ae end of parograph (8)
ond traerting . and’’, and by odding at (he end
the followtng new paragraph

*'(3) (2 enpoverment tone eTPIoy™am! credst
determinel under sectiom 1396(a)."
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) Subsatos (d) of section 39 U amendedt by
adiing ! the end Az follno(ng mew paragraph

*(d) EMPOWERMENT ZONE EMPLOYMENT CRED-
m.—No portion 0f tRe unused businets credit
wAich U atrridutadle to the credit daesrmined
wnder pacnon 1296 (relaling 10 eTpoarTmct
sone orployment credit) may be corried to amy
tacabdle year ending before January 1. 1994.°"

(b) DenNiaL Or DEDOCTION POR PORTION OF
WAOLES EQUAL TO EMPOWRANMENT ZONE EMPLOY-

MDY CREDIT —

(1) Subsaction (a) of section 280C (relating to
rule for warpceld }ob: cvedit) U oaendad—

(A) by strilong ““the onount of the credit da-
termined for the tarcble year wnder asctiom
81(c)* and traerting “‘(Ae nom of (Ae credits de-
ermined for the (aable year wmder aertions
S1(a) and 1396(a)’", and

(B) by sriking “TAROLTED JOBS CREDIT" fn
e rubsectom AmAing and (ructBng “EMPLOY-
MINT CREDITS™,

(2) Suaaxaon (c) of saction 2186 (relating to
decuction for ceriatn krused dustaas credity) U
amended by striang ‘ead’’ gt (Ae end of paro-
graph (4), by seriang he period ol the end of
parograph (5) and bucting =, and*, and by
edding at the end the followtng mex paragraph:

“(6) (he EMPOVCTINEN! 2ot OTPlCy™ent cvedit
doiermined under paction 1396(a).

(c) EMPOWEANDNT ZONE EMPLOYMENT CREDIT
May OFFSET 25 PIRCENT OF MINIMUNM TAX.—

(1) IN GENERAL.—SecTon 35(C) (relating to lom-
ftation based on omoun! of ar) 4 omended by
vedesipnating paragraph (2) as paragraph (J)
and by insetting afier paragvaph (1) the follow-
InG new parograplh.

*'(2) EMPOWERMENT ZONE EMPLOYMINT CREDIT
MAY OFFSET 25 PERCENT OF MININUM TAX .~

*(A) IN OENERAL.—Im case of (he
ONPoVeT™Ment 2one Onploy™es! cvedit cvedit—

'(u AL sectiom and sectiom 39 shall be ap-
plied scparalely with respact o such cvedit, and

“(11) for purposes of apPlying paragraph (1) to
such credit—

(1) 75 percent of he teniative mintmwm oy
shall be rubsticutad for (Ae Lemafioe mintmum
tar under pudparagraph (A) (Aeveof. and

*“(1]) the hritatior. under paragvaph (1) (as
modified by sudclause (7)) shall be reduced by
e credtll alloved under subsection (a) fov the
tarable year (other tAan (AL BTPOVETIALNL ZORL
enployment credit).

*'(B) EMPOWERMENT ZONE EMPLOYMENT CRID-
IT—Fo1 purposes of (AL parograph, the Levm
‘enpoveTIeR! goae employmem! credit’ megns
the portion of (he cvedilt undev grubsection (a)
which U otrviduladle to the cvedit determined
under satom 296 (relafting o enpoverment
zone onployment credit).*

(8) ANENDNENT OF TaRGETED JOBS CREDIT.—
Subparagraph (A) of sacton S1(1)(1) 13 amended
by Insetting >, o1, f he taTpayer (3 an entity
other (Aan a corportation, Lo any Individual! who
ownu, directly or tndirectly, more than S0 pev-
cent of the cagital and profits intereats (n the
entity.” afier “of (he corporation*’,

(e) CARRYOVERS —Subsection (¢) of section 34)
(relating to carTyover: {n Cevidin CorpoTale ac-
Quiritions) 4 amended by adding af the end the
following nev paragraph.

**(26) ENTERPRISE 20NE PROVISIONS.—The ac-
Quiring corporotfor shal toke tnto occoum! (L0
tAe ertent proper Lo carTy out tAe purposes of
CrL section and rubchapter U, and under guch
vegulatiors a3 may be prescribed by the Sec-
tetary) the ftems required Lo be taken into oc-
count for purposes of subcAspter U in respect of
the distribulor or transfer07 corporation.*’

BEC. 13302 L7FBCTIVE DATR

The emenlments made by thL part shol take
effect on the date of the enactment of iy Act.
PART II—<CREDIT FOR CONTRIBUTIONS TO

CERTAIN COMMUNITY DEVELOPMENT

CORPORATIONS
SFC  J3311. CREDIT POR CONTRIBUTIONS TO

CERTAIN COXMUNTTY DSVELOS.
MZNT CORPORATIONB

(a) IN GENERAL.—F 01 purposes of sectiom 34 of

A2 /ntenal Rauerue Code of 1886, the current
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ployee’ means, wilA rapat (0 Gry pcrod, axy
exployee 0f an mployﬂ -

*“(A) the enployee L on enrollel monber of an

“~dian cribe ot tAe rpouse of an enrolled membder

an /ndinn (ride,

YB) substannally oll of e avvices pev-

ool dunng ruch penod by nuch employee for

A employer are petformed wihin Gn mdign
smmuanion, and

“(C) the principa’ place of abode of such em-
ployee while performing such scvica B on or
wnagt Az rocvuation tn WAL Ae acTou gre
performed.

*(2) INDIVIDUALS RECEIVING WAGES [N EICESS
OF £x.00¢ NOT ELIGIBLL —An employee shal not
be trealed ay o quoliflel enployee for any az-
able year of the employer (f the W amount of
the wages patd or tncurved by nucA employer o
such omployee during ruch tasedle year (wAeth-
@ 07 not for semiicer witAin an /adian Teaervo-
8on) ateelds (he amoun! daorwined af an GR-
aual roLe of £30.000.

“(Q) INFLATION ADIUSTNEAT.—The Saveary
shal adrust the $X0.000 amount wnde para-
G'apA (2) Jot yecrs beginming Qfter 194 01 (he
same oime and (n Az same MOnnEY QI UnRALT pecs
tion ¢15(d).

*(¢) EMPLOYNMENT NUST BE TRADS OR BUSINESS
EMPLOYMENT —An employee shsll be trealed ad
e qualifiec employee for any tescble year of the
employer only (f mote than & pevcent of the
wages paid or snocurrel by (he emzloyer o ruch
employee dunng ruch asodle year are for sevv-
ca petformel tn o trade or bunness of (Ae en-
ployer. Any delerminghior a3 k& whelher (Ae
preceding senilence applies Wil rerpect W eny
ormployee [or on) (asudle yeor shall be made
withoul repard (o sudrection (eX2).

*(5) CERTAIN ENPLOYLLS NO® BLIGIBLE. —TNe
evm ‘qualifiec employee’ shall not (nclude—

*(A) any ndinidunl decrded In pubpara-
Yaph (A). (B). ot (C) of secnor. S1(5)(1),

*(B) ar) S-peroem! owmer (a3 Gefinel in sec-

on 416(1)(1)X(B)). and

“(C) any 1ndividua’ if (Ae armvices petformed

such tndivigdunl for the employer involue (Ae
mauct of elaxy 1, 1l. o1 1l pamung @y defined
th section ¢ o] the /ndwn Goming Repulatory
Act (25 US.C. 2703), o1 are pevformed tn ¢ bulld-
tag hounng ruch paming activtty.

*'(C) INDIar TRIBZ DEFINED —The Levm ‘Indian
tribe” meony ony /nduan (ride. bané, agtwn,
pueble. or other orpanized grous o7 communily.
tnclud:ing any Alasko Aatite tillage. o7 regional
or village co"poranon. a3 definel (n, or estod-
Mshed gursuant to. the Alaskc MNative Clatms
Sctlenent Act (43 U.S.C. 16G] ¢! 32q.) wheh L
recognized s ehgidle fov the rpcial programs
ead senices providel by the United Swates o
Inlwans becouse of thare statwy @ Indians.

*(7) INDIAN RESERVATION DEFINLD.—The (ewm
‘Indian resenanon’ Aoy Lhe meaning gluen Such
tere by secetom 168(1)(6).

*(d) EARLY TERMIAATION OF EXPLOYMENT BY
EnPLOYLR —

*(1) IN CENERAL —]f the omploymen! of any
enplcyee U Lermingtel by (he aspayer before
the day ] year after the day on wAich ruch em-
ployee bepan work for the employer—

“(A) no wvages (o' qualified orployee health
fnrurance costs) with respect Lo sucA employee
shall be taker. (nlo occount under subsection (a)
for (Ae tazable year 1n wAKA Fuch employment
(s tevminoLed, and

*(B) the tas unde this chapter for the az-
able yeor {n wWALLh nuch employment o (ermu-
noted shall be inlteased by the agprepate crediy
(I ony) ollowel under secticn 38(a) for prior
taroble years by recson of woges (or gqualifled
erployee health {rsurance costs) Laken (nto ao-
vunf WA respect to such employee.

‘(2) CARRYBACKS AND CARAYOYIRS AD-
LUSTED.—In the case of ory Lermination of em-
ploymen! o which paragrephk (/) applies. (he
warrybacks ond carryover: wnder sxtion 39
Aall be properly adruwstad.

*(3) SUBSECTION NOT TO APPLY [N CERTAIN
CASES —
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*(A) In oENERLUL —Porogvoph (1) shall wot

o—

() ¢ Lermination 0f ovploymens 0f an om-
ployee whe volunterly laves e onplnywcul
of the tarpayer,

*(4) a Lermunation of employment of an (ndd-
vidua! who bBefore the close of he perad re-
ferred L ta paragruph (1) bames duabled o0
perform (A2 ser D 0f Buch employwent unlets
Such dinbtny 9 renoved before (he close of
Fuch perod and (A2 Larpayer falls o offer reom-
ployment to ruch tadividual. or

(1) a terminafion of enployment of an tdi-
sidual (f ¢ L determined under the applimble
Sl \neomployment compention law tAs! (Ae
termination was due 0 the ouxondus of puck
tadivdual.

*(B) CKANGES [} PORM OF BUSINESS.—For pur-
poses of paragvaph (). the enployment relasire-
sA(p betveem (Ae arpayer and arn emplyee
sAall not be tranted 03 Lerminotad—

(1) by o troamction o wAiA saction 3/(a)
applies (f tAe omployee conlinues Lo be employed
by the arquiring corporation, or

*(1$) by reason 0f o mere cAonpe tn the form
of conducting the orade o1 buriness of the tar-
payer {f Lhe employee continues L be employed
th sucA trade or bursingxy ond (Ae aspayer re-
wiry a rubsiontial fateres: fn such (rode or
busingss.

"(4) SPETIAL RULL.—Any (nsvease tr (ar
undo paragraph (1) shall nol be treated as 6
az unposed by thls chapter for puTpose) of—

*(A) determining (Ae amount of ary cvedit al-
lowable undev (ALs chapter, and

*°(B) determining (Ae amount of the (ar bm-
Possd Oy sectiom S8,

“(e) OTHER DEPINITIONS AND SPECIAL
RuLLs.—For purposes of LAY section—

*(]) WAOLS. —TAe evm ‘wages’ Aol the sowme
meaning given (0 such Levm (n secQom S).

*'(2) CONTROLLED GROUPS —

*“(A) All enployer: trected o3 o single em-
ployer unlev sechon (a) or () of section 52 shall
be treated a1 ¢ single employer for purposes of
LAY pection.

*(B) The credit (I any) determined under this
section WitA 1epect Lo mach ruch employer shall
be (b propartionatle share of the wages gnd
qualified employes Aealth (nsurance costs giving
e Lo ruch credit.

*()) CERTAIN OTNER RULLS MADE APPLICA-
B8.L.—Rules amilgr to the ruley of section 5)(k)
and subsections (c). (4). and (e) of secticn 2
shall apply.

*(d) COORDINATION WITH NONREVENUE LAWS.—
Any reference tn (AL pection L0 ¢ provision mof
contained ta (AL Cite sAall be treated for pur-
poses of (AU section Q3 G reference L0 guch pro-
vision aJ (n effect on the dal of the enactonent
of this paragradh.

*(5) SPECIAL RULX POR ZNORT TAXADLE
YZARS —Fot any taroble year Aoving less (Aow
J2 months, (Ae amount delermined wnler sub-
sectiom (6)(2) shall be muwnplied by ¢ fractiom,
he numerator of WAKCA U (Ae number of days In
wxsmoblc year and tAe Senominglor of WALCA
17 3

“U) TERMINATION.—TRU section shall mot
:ppiy to tasadle years beqanning afley Daonber

1, 2003.**

(c) Dextal or DEDUCTION POR PORTION OF

WaGCks EQUAL TO INDIAN EMPLOTMENT CRID-

(1) Subsection (a) of section 280C (relating to
rule for targeted fobs cvedit) U omended by
striking *'S1(a)” and traerting *'¢SA(a). Sl(a).
ond”.

2) Suboaction (¢c) of section 196 (relating f0
deduction for certofn unused business cvedis) s
amended by striing “and™ of the end of para-
graph (5). by striking the period al the end of
paragraph (6) and (rueting =, gnd”, and by
adding at (Ae end (A following new poragraph

“(7) the Indsan employment cvedit deiomined
wnder pectum ¢5A(a)."

(d) DEN1AL OF CARARYBACKS TO PRELNACTNENT
YEARS. —Subsection (d) of section 39 U amendd

August 4, 1993

by alling ol the end Acveof (he following new
$arcgToph

*(S) NO CARRTBACK Or EECTION & CRED|T BS-
PORE ENACTNENT.—No portion 0f the unused
bursiness credit for axy wmble yaar wALh b at-
ctduwble o e adian enploymeul credit de-
termunad under pection €54 may be cormiad W a
toraobic year eading bdzm tAe date of the enact-
ment of sectiom SA

(e) CLrrucar ANENDMENT.—TAe table of sec-
elons for subpart D of part IV of subchaopter A
of chapter 1 U omended by adding at the end
CAeveof the JoDowkng:

“Sac. ¢5A. lndian erploymeunt credit.”

() ErrscTive DATE.—TAe omendments made
by LhL section sAal apply o wager pald or in-
curred after Daemder 31, 1993.

Bubchapler D—Other Provisions
PART —DISCLOSURE PROVISIONS
&EC 1340!. DISCLOSURE OF ARETURN DNFORMA.
FION FOR ADMINISTRATION OF CER.
TAIN VETERANS PROGRAMS.

(a) CevTraL RuLE.—Subparagraph (D) of eec-
eon 6)03(1)(7) (relating to disclosure of returm
taformation to Fedeval, State, aad local! agen-
cle aZminylering cerlain Programs) fs onended
&y striking “'Seplomder X0, 1997 tn (he second
sentence follownng clawse (viil) and (aserting
*Seplember J0. 1998,

(b) EFrecTivE DATE.—The omendmen! eade
by subsecnion (a) shall take effect on the date of
tAe enacoment of this Act.
8EC 13401 DISCLOSURE OF RETURN INFORMA-

TION TO CARRY OUT INCONK CON.
TINGENT REPAYMENT OF STUDENT
LOUNS

(a) GENERAL RULL.—Subseaction (1) of section
6103 (relatimg to confidentality and disclosure
of returmy and retum {nformation) s amended
by adding at tAe end (Aeveof (he folloving new
paragraph.

**(11) DISCLOSURE OF RETURN [INFORMATION TO
CARRY OUT INCOME CONTINGENT REPAYMENT OP
STUDLNT LOANS =

*(A) IN GENERAL.—TAe Secvetary may, upon
wriilen request from the Secvelary of Education,
disclose to officers ond enployees of the Depart-
ment of Education relum tnformation with re-
Fpect o ¢ larpayer who Aas recetved an appli-
cable student loan and whose loan repayment
amounts ore bdased tn wAole or In part on the
tarzayers tncome. Such retum f(afoomation
shall be lonited to—

“(1) wIpoyer Wentity faformatlion with re-
fpet Lo such tarpayer,

(1) the filing status of ruch taxpayer, and

*“(ln) the odnusted gross trcome of such tax-

payer.

*(B) RESTRICTION ON USE OF DISCLOSID IN-
PORMATION.—Retu™  (nformation  disclosed
under sudparagraph (A) may be used by officers
ang employees of the Department of Education
only for the purposes of, gnd 1o the extent nec-
esary (n, eswdlUBAing the appropnate fncome
contingen! 1epayment @moun! for an applcadle
Ftudent loan.

*(C) APPLICABDLE ETUDINT LOaX.—For pur-
poses of thu paragraph, the term ‘appluable
stulent loan' megny—

(1) any loan made under fAe program gu-
thoraed under part D of utie 1V of the Hoher
Sducahon Act of 1965, and

() ony loan made under part B or E of tile
IV of the Higher Education Act of 1965 wAlck (s
tn default and Aay beem asnpned to tAe Depart-
ment of Education.

*'(D) TERMINATION.—Th( paragraph shall nol
?ppty Lo any request mode afier Seplember X0,

(0) CONFCRMING ANENDMENTS. —

(1) So mucA of paragraph (¢) of section
6103(m) o3 precedes subparagraph (B) theveo/ U
amended to read a3 follows:

*“(4) INDIVIDUALS WHO OWE AN OVERPAYMENT
OF FLDERAL PELL GRANTS OR WNO KAYE DE-
PAULTED ON STUDENT LOANS ADMINISTERED BY
THE DEPARTMENT OF EDUCATION.—
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(1) by striking “I996" (» porograph (1) end
weerting 1988, and

(2) by striking “19897" tn parograph (2) and
Aserung VI9S".

YART YI=SOCIAL SERVICES N
EMPOWERMENT ZONES AND ENTER-
PRISE COMMUNITIES

EBC. 137)l. INCREASE [N RLOCEX GRANT® TO

STATES POX SBOCIAL SEXVICES

Title XX (42 US.C. 1397-1297¢) 14 amended by
adding a! the end the following:

“BEC. 3007 ADDITTIONAL GRANTSE.

*(a) ENTITLEMENT .—

**(1) IN GENERAL —In 0ddition to any payment
under section 2002, each State shall be entitled
Lo

“(A) 2 gronts under thi section for sach
Qualified empowermen! zone In the State. ond

*(B) 1 grant under thl section for each quali-
fled enterprise community tn the State,

*'(2) ANOUNT OF GRANTS.—

" *(A) EMPOVERMENT QRANTS.--The amount of

sach gronl w ¢ State undet thiy section for @

qualifled empowermen! zone shall be—

(1) 1/ the zone W derignated in an wurban
area, £50.000.00C. multiplied by tha! proportion
of the population of the zone tha! rerides (n the
Stwate. or

**(11) 1f the zore L designated {n 0 rural area,
$20,000.00C, multiplied by ruch proportion.

*(B; ENTERPRISE ORANTS.—The omount of the
grant to ¢ Swie under (Al secton for o quali-
fled enteprise community shall be ‘A of
2220.000.00C, multiplied by (Aat proportion of the
populanon of (he community that resides in the
State. :

*(C) POPULATION DETERMINATIONS. —The Sec-
retary shal! make population deierminations for
Yurposes of (AL parograph based on the most

xent cecernial cenrus dots aratioble.

*(3) TIMING OF GRANTS.—

"(A) QUALIFIED ENPOWERNENT ZONES.—WIth

wpect 10 each qualified empowermer.! eone, the

secretary shall moke—

*(1) 1 gron! under (hu section Lo each Siate tn
WALA the zone Hes, om the date of the desipma-
tion of the zone under port [ of rubchapter U of
chapier 1 of the Internal Revenue Codc of 1985,
and

(1) 7 groni under (hls section Lo ench such

State, on the Jst day of the Ist flscal year that *

begnina ofter the dale of the derignation.

*(B) OE‘AUHI& ENTERPRISE COMMUNITILS —~
WIith respect W each qualified entetprise com-
munity. the Sacveiary shall make ] grant under
AL section to each Swate tn which the commu-
nity les, on the date of the derignation of the

. community under part | of rubchapter U of

chopter ] of the Internal Revenue Code of 1955,

. ""(d) FUNDING.—31,000.000.000 shall be made
uocﬂablt to the Secvmry for p-vnnu under this
section.

“(& PROGRAN OPTIONS. —Nohal{hﬂandlaa
pection 2005a): -

(1) In otder Lo preven! ond rmdy m ne-
plect and obuse of children, ¢ Stz may wuse
omounly pold under (AL section Lo make grants
to, or enter into confracts with, entities to pro-
vide residential or nonreridential drup and alco-

" Aol prevemtion ond treotment progroms that

offer comprehersive services  for yremn!
women and mothery, and (Asir children. a2
@) In order 0 ausist disadvontoged adults
and youths {n aciteving ond mainiaining self-
rufficiency, @ Sz may w¢ omounly paid

under (his pection o make gronts to, or enter

fnlo controcts with—

""(A) orpanizotiors epetated for profit or notf

r profit, for the purpose of training and em-
Ploying diadvantoged odwty ond youths m
consiruction, rehobilitation, or tmprovement of
ffordable Aousing. publlc Infrostructure, nnd
ommunity focllities, ond

*(B) nonprofil orparotiory ond community
or funior colleges, for the purpose of enabling
such entittes to provide ahori-term training
courses in entreprencuriom gnd self-employ.

men(, and other troiming tha! will promote tndi-
widual self-rufficiency ond b\c tnterests q! the
community.

*(3) A State may use omounts poid under thiz
section (o moke pronts Lo, oT enier inlo confracs
wih, nonprofil community-based cTpanizations
Lo enadle nuch orpanizations Lo provide activi-

tier derigned to promote and protect the taler- .

eru of children and fomilies, eutside of school
Aours, including keeping schools open during
evenings and weekends for mentoring ond

sudy.

*(¢) In order fo oxrist dibadvantiaped ndum
end youths in achieving ond mainiaining eco-
nomic delf-rupport, &8 Siate m; e mu
paid under Al pection tO—

*(A) fund services designed L promote com-
munity and economic development i qualified
empowermen! gones and qualified enterprise
communities, fuch o skills troining, fob coun-
seling, transporiation services, Aowring counsel-
txo. financial mwmt cnd busriness ma‘
seling;

*(B) axrtst = nﬂm cnd mmw
shelter for disadvantaged [mﬂw ond mm
wals;or -

*(C) support wapvw that promote hm
ownership, education, or other router o e&co-
nomic independence for lau income [mha and
fadividuals. :

“*(c) UsZ OF GRANTS — =~ *. ~

*(1) IN CENERAL —Subject to m;m (d) of
AL section, each Swte (Ao! receives @ gronm!
under (AU section with respect I‘Dm arec shall
ude the gront—

“*(A) for servicer diracted o:.h c( the poals set
fmh fn pcvwmph . @ m (J) of saction

"{B) in accordance wuh the lﬁal-tﬁt ﬂnu Iof
the area; ond

*(C) for activities tha! benefil reridents olﬂu
cres for which the prant i made. -

*%(2) TECHNICAL ASSISTANCE —A .'mu my ue

@ portion of ony gront mode under tAls sactiom
tn the manner in section 2002(e). -
-*'(d) REMITTANCE OF CERTAIN AMOUNTS. = *
-='(]) POKTION OF GRANT UPON TIRMIXATION OF
DESICNATION.—EBack State Lo which gn omount
1 poid wunder tAlr pebsection during a flxcal
year with respect (o on area the designation of
which under part [ of rubchapter U of chapter
1 of the Internal Revenue Code of 155 ends be-
Jore the end of the fixa! year shaoll remit to the
Secretary an amount equal w0 the total of the
emounts 30 poid with rerpect o The or
plied by that proportion of (he fixal year re-
maining ofier the derignotion ends. .

““(2) AMOUNTS PAID TO THE STATES AND NOT
OBLIGATED WITHIN )} YEARS.—Eachk State shall
remil to the Secretary any omount pald Lo the
State under thls section that b not oblipated by
Wendo[mlnmpcﬂodtwbepfu wit.hm

* date of the payment.

*'(¢) DEFINITIONS.—As ued n :Ms ur:m B

*(1) QUALIFIED EMPOWERMENT ZONE. —The
term ‘qualified empowermen! uu means, with
rerpect L0 o Stale, on grea—

*(A) which Aas been daic'mtad (olhc' ﬂal'

by the Secrelary eof the Interior) a3 an
enpowermen! 2one under pari ] of rubchapter U
of chm ! of Uu lmemu Reoeuu cm o!

"(8) wﬂ.h ruped to del the duwmm h

“(,é)at‘h; mawiq pbn [ov um b [ qu.awlad

.*(D) part or all ofwM.:h iin Du S‘tau

*(2) QUALIFIED ENTERPRISE COMMUNITT. —m
term ‘gualified enterprise community’ m-n.l
WitA re3pect 0 @ Stole, on oTec— - -

"(A) which Aoy been designated (auw than
by the Sectetary of the Interior) o3 an enlerprise
community under part ] of rubchapter U of
chapier 1 of the Internal Revenue Code of 1956

“(B) with rerpect 0 whkh W dawﬂam (1]
fa effect. -

*(C) the rirotegic plan faf chA Ua quaﬂﬂad
plau ond .

““v(D) part or all of which (s fa the State,

. "(3) STRATECK PLAXN.—The term ‘sirolegic
plan’ means, with rerpect (0 on oo, the plon
contoined tn the opplication for derignation of

* the arec under part [ of rubchapter U of chap-

ter | of the Internal Revenue Code of 1586,
*(4) QUALIFIED PLAN.—The term ‘qualified
plan’ means, wu.n rapcibnm e pian
that— ~
"(Aiﬂduduammclmm
tivities proposed for (e aven that ore to be
Junded w(ux mouubprmwmaum

fon;

*“(B) confains @ mdmt that the amounts
provided under (Al saction 0 any Sate for the
area will not be used to supplant Federal or
non-Federal funds for services and octivities
which promote the p‘urrom of this saction; .

#Y(C) was developed tn cooperotion with the
local povernment or gwemmu wilh jurtsdic-
tion over the area; end -

*(D) to the extent Mnyaauwwlwt
the omounls provided under AU section for the
mmhﬂzmawammhmm.
avhnu the reasons why not.

« “(5) RURAL ARL4.—The term ‘rural crec’ has
the mecning given guch term tx  pection
1¥3Xa)(2) of the Internal Revenue Code of 1885,

*'(6) URBAN AREA.—The term ‘urban o7ed’ has
ﬂzmutmﬂmmhmhm
13893a)(3) of the hterm-! erul Oodc of
1085, - = -
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SUBCHAPTER D—CUSTOMS AND TAADE PROVISIONS

Sec. moa Tabu ofconunu :

Pm I—Errr.wsmﬂ or Cusrows Usox iz,
GCSF,. aND TruDI Amvrruw A.m:ruv.:x
Pnoouus

Sec. 13%0!. Estevuton o{ suiority o levy o~

o™ wer foos.

Sec. 13002. Generalized sysiom of prdanco

Sec. 13803, Extenson of trode odnusoment e

SUanse progrom. .
PART 11—CUSTOMS OFFICEA PAY RIroax

Sec. 13811. Duvum ond promiuom pay for cu-
tory officen,
Sec. J.!JIZ Addmoml benefits /av custorma o/f-

Sec. IJJIJ anbuuamu from e oy
83£7 [fee aorumt.
PART |—EXTENSION OF CUSTOMS USER

FEE. GSP. AND TRADE ADJUSTMDH‘ AS

- 81STANCE PROGRAMS
&BC. 13301 XTENSION OF AUTHORITY rou'vr

CUSTONS USKR JEX& .

Sxﬁa- 130310)(3) of the Consoldated Omu~
bw Budget Raoncuwtion Act of 1885 (19 US.C.
S8c(INY)) U amended by m-u:n.g m :m"m
faacvrtng 1898, -
¢ 1 cnmuzm m or rnp.
= - RRENCER

(07 Tnumm or comwuu Poumr
Wrrxin THT DNION OF SOVIST SOCI4LIST REPUS-
LXC3.—TAe (oble (n dection SC2(D) of the Tvode
Act of 187¢ (19 US.C. 265200)) 4 amended by
;:f,tkma m “Uulaa of Sav'.ﬂ S«Wm RW

- (d) &n:ﬂ:rox or Dm FrEZ TREATMENT
UNDER STSTEM.— -

) I cnmz.ﬂtcﬂoa 05(a) o/ the Nade
Act of 1974 (19 US.C. 265a)) U amended by

- yortking out “July (, 1953" and tuerdna *'Sep-
-. Lonber 0, 19", o0 o

() RETROACTIVE APPLICATION POR cmur
LIQDIDATIONS AND AELIQOIDATIONS.—NONSUA-

* standing sactiom SI4 of the Tur\] Act of 1530 ev

aRry other provisiom of law, uPoOn Propet requsst
flled Wit the appropriste CWILo™I Oficer wiLALR
180 dayi after the date of Lhe crcTnens o/ﬂu
Act, the entry—

‘(A of ary article o chh Auly-free treat-

© men! under fitle V of the Tvode Act of 1974

vmddhwappl(edlfﬂ.cntryhadbmm&
on July 4. 199), axd -
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Can-rvam' Agremmret 3
'n:e corference agTeemant follows f.bo
Kouse Uil ané tBe Senate
& Inceam withbolding rate om up'h-l-nl
. VA payDents (sec 14278 of theHows
‘b, sec 273 of b Bansls amendment,
sec 1327) of the confarwmce agrvemart,
and ssc. 3402{g) of the-Cade)r-
% Pvemt Low
Uzder Trwasary regulatians, withholding
OD supDlamacta’ wuge DayYmenta (such a8 bo-
BOsse, coamiszions ADd overdipe pay) thst
are pot pajd concarrvntly with wages (or
tat are pald concurrently witd wages but
are seTanitely Falad) for a payroll pertod
may be done ot & mats of  percent (at the
ezployer's elsctica) (Treax Reg. 6ec.
M2 ¢)-1).7™
Roaw BB

Tbe Bouse bl increasas the applcabls
wilkboldizg rate 0P supplemaental wage pay-
merts to ¥ percent.

Bffective dowe —The provizsion s eJective
Tar payTDents made afer December 31, 150

Sreals Amredwred
Tbe Sercate amepdoant 11 the mme as the
Hoase bL
Crefrves Agrarmas)

The conference agTeement follows the
Eouse blL ard the Senste amendmenst.
M DYJPOYERMENT ZONES AND
INTIRFPRISE COMMUNITIES
1. Tex bspefiu for empowarment samse and
«otarprise oommunities (seca 14301~
1430¢ of the Bouse b, sec. 16001 of e
8enzte smapimeot srca 13301-13304 of
the cocferencs and pew pocn
1391-1297D of the Code)
Prwwt Low

The Interzal Reverne Cods does Dot cop-
tatlr gepern) rules that target specific geo-
Eraphic areas for specis! Federa) incame taz
testmert. WAL certaln Code sectiana.
bowever. thare are definitions of targeied
areas for limited porpases (e.g., Jow-incame
Dousing credit and Qualifisd morigage band
provioons target certalr ecopomically du-
tressel areas). I additior, presest law pro-
vides favorable Pedera! income tax treat-
mept for certalr U.5. corporations that oper-
ate 1z Puerwo Ricc. Ghe T.B. Virgin lslanda
or pcreeerions of the United Statss to en-
courige the copduct of trades or businesses
w1thin these Areas,

Noeasw B2
Daipastive of thip' bl o

in peerml :

A tota) of ¥ empcwerment sones and 00
odterprise commurities will be designated
(robjoct o avaladility of eligible areas) dur
tng 1994 apd 1955. Empcwerment tones and
eptarprise commusities will be desigrated
from &reas pominated by Btate and local
governmerts or s governing body of an In-
@iar reservator.B Empcwerment sones will
be eligible for sdditional tay fncentives Do
yodd those provided it the areas designated
A3 epterprise communities.

The Secrriasy of Roosing and Urdan Devel-
opmedt (HUD) will dasignate {n aligihls

mIf (de empicyer cdooza not o tse tbe T-par-
cent metbod en:Abolding iy be computed by ag-
gropating the eupylementa’ paymests wItd reqular
wagee pasé wilkip (de same calendar year for (he
1ast TTece® ng payroll period or ths currvnt payrol)
period Tde erxploye woald ez wr *Ithdolding
tadios (o Gelermide e totd) tax 00 XY LSYTO(I L0
amowot. The amount (o be wI2deld for the supple
Dt g™ B e WA I lem ) wmouni al-
ready withbeld for rey2A® wages Iocfodad o (Ee &g
TeC te wooaDt.

= Az ares w1l De Corad 3 DOminated Dy ¢ Siste
or joca) guvernment if It {3 poTDEsted by soCd cDE
®Uty & 0y be pocified by an Entarprise Baard
(o be eeladisded in the YTDW).
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wter greas cy @rpovermapt aanes and 65
[ o7 1097 ] - d@mruae. CThs oix
AIpowmInent sove: laatsed 15 artan areas
will fuctude at lews? one some b ap urban
ares the most populous city of whick bas a
poptlatiop of 500.00C or less ) The Secrstary
of AgTricrituary will desiyzate it olligidle rura)
£Ioes 1% three empowermeDt sanes &nd 2 -
torris commumitiesr lp addition. the Sec-
retary of the Interior wiD dusigmte Lo aligl-
ble Indtan  reservation areea ©Eme
empowerment 3ove add five eptoryrise com-
DuniZles ™ Komimted aread Jocatsd tp Ilb-
dar recarvetians also will de eliyfdie for des-
ignation (provided the bill's criteria are mat)
a3 rura) areas. Al] Gesigne2ions will be made
1o consnltatop withar—Exiarprise Board (Lo
Do estadllsded (p the future), whick will in-
clude oMctals from varions Fedaral agencies.
The dn‘muom will be made prior to Jann-
ary 1, 1806,

Dosigasoom of oead o mw'ormont
soBet OT en commpities gwvnerally
ﬂnmmmm’edtmmynn Az ares’s
dosigration ~u be ryvoked tf Che loca)
governmeT(s) or Stats(r) modify the bornd-
aries of the desigmated ares ar do not comply
with the agreod-upop strategic plan for :ho
ares (described below). .

Bigdaity criteria for zoars

The oligidility critaria .for wrian areas.
raral arszs, and Indian resarvations ged-
arally are ths carne (excopt &8 Doted below).

be aligidle foc dsaigration, 8 Daminated
ares i3 required to pamess all of the follow-
ing charsctaristica:

Renderd pop-uxatun.—u oligihls wrban
ares 13 gnbjact to & marximnm popalatios of
the Jeesar of (1) 200,000, or (2) e greatar of
50.000 or 10 percant of the populatiar of the
most populous city within the aamtizated
ares. (In addition. the Becretary of HUD (s
required to designile empowerment zopes lo-
cated 1 artad arves tn SUCD ¢ manner that
ths aggreynie population of sock soDes does
»ct ga0c0ed T750.000.) Raral aress ars sobject
to & marimum popchaticz of 30.000. Inéiza
glmﬁm are pot subject to a populxtion

L.

Gonerol condifion.—AD elgfe area must
hzve 3 copditiop Of pervasive POvTY, UDEM-
ployment, apd gevrer) economic distTem
(wlich may (pclode distress from a high xnd-
€enoe Of crirne and parcotis wse).

Area —The pomirated ares must either (1)
Rave a contirvons boundary. or (2) ezcept tn
t3e case of a rural ares Jocated 19 more Lhan
cDe Blate. consist of pot more Axp threws
poncootigrous parcels. Urbar areas must be
located entirely within po more than two
ooptiguous Swatss, and ruril areas maost be
)oaud.nunlyvlmmwmlhumru
oontigoous States

22¢ —The 30minatsd ares must rot u'cud
(1) 30 sQuare miles for wdan arexs. or M
1.000 square miles for rura) areas snd Indian
reservations. i

Poverty. —Eack of tbs cansas tncu within
8 pomiratad aree must bave a poverly mate
of at least & percent, ™ pt laast 0 parcans of

mFor purpaxas of the Eoase NI s “rury arwa™
toeany ALy area whicd i3 (1) outsids & metropoltan
satistic) ares as do(lnsd by ths Ereiary of Co>
marce, or ) Seterminad by ths Sacretary of Agri-
cajture ¢ de & rura) arwa TRe rd “orban arwa”
mears any &res whicd {2 nol & rurul area

M Cpder the Bouse M. he torts “Indiad resarve
tor" ™eans s reiarvalon as dafrsd ia (1) secuiod
XA of (Be ID@an Floancing Aci of WK (B OB C
1. wmmnonmumb&n&ud'd-
(are Act of 1§73 25 DAL LIMA0). -

L0 wresy e graSon may b‘m-otalcnl: N
8 DasrTRE 0D D4 recor? ot which oficials of e
Bxale and Joca) gUVRMINADIZ g&re EIVED SR OO
(Y o participats. .

-nemmuwucomwmm
cemsTs OT SUbkeqQbent canswm data. IT wemd e bol
tracted as POP)ation censts WACW, the equivalent
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the Afes’'s o€nsu) Cracts must eacd Dave &
rite of & Jeust X pertant and at

m pcoent of Qe arws’s cacsus Cects
mot esct Exve a pover<y rate of a2 laast 35
percert™ For porposes of [hess measure-
meants. aooR1stsd consTs tracls Dl cansuy
traro vt Mmited poprlations and 75 per-
cent or more soped for commercial or {ndas-
tria) use will be trested o3 AACUfymg Cthe
bill's 20-percent and &-pertant poverty rate
critaria. Witk respect to empowerment
mnaz eatd cansus trall located (D 8 copiral
buatnas dlatrict (23 RICh teTID U weed for
purposas of the mast recent Comms of Betall
Trads) mast ave a povarty rate of at least
85 percent. Witk respect Lo anterDrise ooem-
manitiak. es<d oshsus tract located In 8
osntra) ta<iness district must have & poverty
mts af st least 30 parcent ™ If thy pomi-
natsd ares caneists of DODCODLITDORS parcels,
each parcal most separalely sstixly e
above poverty critaria

Statege plan —A stratagc plan ot be
smbmitied by the pomirating body for par-
posas af u..onpluhmx the mh o uu.n h‘
falation.

Coxtmmta ofwuzmﬂax

In order for s pominated ares to bt eligible
fSor designstion. the Joca! government(s) and
State(s) o which the ares ts located ! are
required to provide a stategic plap that (1)
GeacTdew the coordlpated ecopomic. human,
eororranity. and pbysica] development Dlan
&pd relsted activities proposed for the noms-
asted aree; (J) descridbes the procem by which
2o affecwed ecrmunity is o foll partrer in
the procas of developing and tmplementing
e plan and the extent 0 whick local tnst)-
tatiozs and orgRihations lave eopiributed
0 w planmng prucas. (3) jdeptifies the
wmount of 8iate, local, and privite remcurces
that will be avalladle b the pominated ares

‘and the privata’poblic partperzhimes to be

wsed, Whicd msy include participatios by,
&4 caopention with. woivesitias. medical
exIterl. and olber privals and pobdlic entd:-
tas; (4) Kleptifies Che funding requested
wnder Ay Peden] progmum (o Rpport of the
ecapomic. dWwrsd, cornmunity, and
! develoment and relsted activities,
(8) fdent%ies tmselipa methods aDd bedcd-
marks (or measnring the socss™ Of Arrying
0Qt tbe ruatagic Dlan. {ncluding the extent
t0 whird poor parsans And famlies will be
empowrred to became ecobomically self-paf-
ficient, and (6) gensrally does not ipcinde
ADY aCtOD $0 axSist ANy ertablithmernt 1B ro-
lating fram an ares cowide ths porainsted
Ared to be pominatad area 8

coandy Gvisiors e éclved Uy tbhe Brwma of the
Carsme for parpaws of dedning poveT() areas would
Do treated 0s poptlatios census trecta

WL respect (0 23 Arve pominaled 4o be g2
TDpOSETNCL MO8, e A TFOPMLS BeIVArY mmy
Tvdg0e 908 of Lhans po*aniy critens vy Cvy parcent
gy POl for pot more ttar 1 perzast of tbe popo-
latiar cansas Lracts (uf L0 8 Maximum of £ve popo-
18tfoD cars® tracta) o (2o pominated wea Wik re
Spect Lo €A Ared DOMIRILed 10 be Lz eZlalT ive CO™-
munity, the 3PGUR ALY SecrlArY may redote oos
of the porearty riaria &) Gascridod 1n W precading
SMLadC Of. A 43 Alternitive, Ay redoce the 36
parcen: poventy Lremdoll VI tac pxroeplage poimis
0a. to 3 parcent) for up to Wires popolatios crom
73 Tha asproprials Bacrvtary das 3o Choretion %
redace o 3S-pareant poverty e thrmbdold for
Yy locatad s o cantal busipess disuict thmt i3
part of 3 aafOVwEeE 3000 Or (0 N Ue O
percent porvarty rate thresbold for racty Jocated I
® Ceatru) dasiress EULricd Lhst ta Dot Of 4D EBle™
xise commanity.

ol e czse Of 23 Ddlad rEwlion the M-
@vetior goveniag body ¥ doxmad to be Lo e
8214 324 local goveDAn VI rvapect Lo smch
area. .

W TOe Boass i)l provides Ldet e rquired s
“tagic Plas may pok fpC)ude ADY aciSon 10 amist amy
bucipess in relocaling from ooe area o0tdds the

¢ Contisoead
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Selation process and criuma

from among (be olifible areas, desigma-
*tons of empowerTnent 10nes and enterprise
amanities wilJ be made oo the aswy of (1)
ofTectivensss of the strategic plan for a
.minated ares anl the assarances that such

0 will be implemepted and (2) criterta

w <lNed by the Eoterprise Board.
. o feenlisc for cmpuwyererel wun

Broployer wage credit .

A 2S-percent credit against ipcome tax U-
ability ts available to all employers for the
first £20.000 of qualiNed wage: paild to each
employee who (1) is a s0Dne resident (i.¢., hia
or ber principa! place of abode 15 within the
sope'a,) and (2) performs substantially all
employment services within the zope u: [
trade or busipess of the employer.

Tbe rmaximum credit per qunlmod ‘om-
ployee 15 35000 per year. Wages paid to o
Qualified employee continue to be eligible for
the credit if the employee earns more than
£0.000. althonghk only the frst $20.000 of
wages will be elipible for the credit.i» Tde
wage credit 15 available with respect tc 8
Qualified emplosee. regardless of the number
of other emplicyee: who work for the em-
ployer or wbelhe:r (be employer meets the
defnition of ap ‘“‘epterprise zone busipess™
(whick applies for Lbe icvestmeDt tax {Dced-
tives descridbed delow).)u

The credit wili be phased out beginbing i
200). The credit rate wil] be reduced to
percent ip 200), 15 percept iz 2002, 10 percept
ip 20@. and five percent iz 2004. The credit
will pot be avatlable after December 31. 2004

QualifNed wages include the first £20.000 of
“wages, '’ defined to (pclude (1) malary and
wages a3 geperally defined for FUTA pur-
~oses. and (32) certair tralning and edu-

<jona] expenses paid obp behalf of 8 qQuali-

¢ employee, provided ttat (a) the expenses

e pafd to ap uprelated third party and are

“lodadle frorm gross income of the em-

yoo upder se:ction 177 (wbich 13 retro-

-tivels abd perTnanezily eriended under
anothar provision of the bill), or (®) 1B the
case of az employee under age 19. the eox-
penses are tncurred ty the employer b oper-
sting 8 yoult training profram in conjunc-
tioe with Jocal) educationp officlals.

. The credit {9 allowed witk respect to full-
urne and pari-time employees. However, ths
employes mue: be employed by the employer
for & minimum period of at least 90 daya.
Weages are pot eligitle for the credit if paid
to certalr relatives of the employer or. if the
employer 15 8 corporetiod or partnerahip.
certair relatives of a persor who owbs more

pom.iasled wres to the nominated arsa. excepl tdat
asEistance for tde erpr=gior of Ar e25ting business
entity througd estadlisat mept of a new dranck. aMis-
ate. OF subsid:ary 5 permnittes If (1) tde estabiish-
ment Of the pev branch. affiliate. or subsidiary will
DOt result it a docrease ID empioyment 1b tde arsa
of erigina) jocatiot Or jr any otber ares wbere the
oXisUNg Ddusinesa opUS conducts busines oper-
ations. and (2; ttere 19 DO ressoD to belleve tdat tbe
pew brancd. afflliate. or subsidiary {s being ectad
lisded wItd (De iDtention of closing dowp tdbe oper-
ations of the existing business entity ip tbe ares of
1t origisal Jocatiop Or jz any otder ares wbere the
oxfsling bdusinexs onility confucts bdusiness oper-
atjons.

@ The Rocse commitiles report indicatas that 1t
tntended Lthatl emplosen will undertake reasonadie
measures Lo verify ar employee’s residence witdin
tbe sone. 80 that tbe employer wil! be abdle Lo sod
ﬂtmuu s wage credit claimed pnder Lde House

‘To prevent avoldance of tbe £0.000 Iimit. ad)
Jlcyers of a controllel group of corporations (or
~aridersdipDs or proprielonl!ps unler commob con-
“]) worlé bLe tresiel s2 & siNfie employer.
¢Employers wonlé be required tc take reasonable
X o pouly all qoalifiel zone employees of Lde
atladility to elifidle 1ndivi2uals of receiring ad-
vance ptmebu of tbe eamel inzome tax cndn
(UTC)
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thas 50 percent of the bqsu:en Ic addition,
wazes ArY Dot eligible far the credit if pald to
8 porsot who owne more thar five percent of
the stock (or capital or pronu interests) of
ths employer.tes 3

Ar employers deduction ot.be-vx.u allowed
for wages pajd 13 reduced by the amount of
credit claimed for that taxable year. Wages
Are pot be takep inte account for purposes of
the empowerment sone employment credit I
taker {nto acocount {p delermininy Lhe em-
Rployer's targeted fobs tax credit (TJTC).

The credit 13 allowable to offset up to 25
foroenl of uumun minimum tax Uabl-
. -

Exrpanrion of wrpeted jobs tar credis ITJTC')

The present-law targetsd jobe tax credit
(sec. 51} 13 expanded 30 that ap ecopomically
disadnastaged personi® who resides io ap
empowerrnent gope but i3 employed outslde
of ar empowermant zone will be treated as a
member of a targetsd grondp for parposss of
that credit.1® Thug, employers located out-
side of empowerment sones are eptitled to
claim tde 40-percent TJTC credit op up to
$6,000 of qualinNed first-year wages paid to
economizally disadvantaged employees who
regide withir &D empowerment z0De. AD -
ployer located ip ap empowerment t0ne may
be able to claimm the TJTC with respect to
wages paid to a member of another targeted
gToup (e.g.. & Qqualified summer youth em-
ployee or s partcipant o a school-to-work
progTam). but soch ar employer may not uti-

1432 the bill's expanded TJTC provision for .

certalt empowerment 30D ruldenu who
work ootside of the sons.
_ Asupder present law, ap employer’s deduc-
tiop otberwise allowed for wages paid is re-
duced by the amount of TJTC clumod for
thst tazable year. - . J

Empovermen! arings credit

A tax credit s avallable to employers for
certalr coptributions made to s taxQualifed
deflned coptridutiop plaz op behalf of em-
ployess wilh respect to whom tde wage cred-
it could be clalmed. Thus. in geperal, the
credit {s available with respect to contridbuo-
tions made op behalf of employees wbo (1)
are s3ope residents and (2) perform substabp-
tially all employment services within the
sope 1o 3 trade ©Or business of the em-
ployes.’# The credit 1z equal to 5 percent of
coptributions wp to two percent of com-
pensatiop (as deflned 1b sec. 414(s)) Dot 1D ex-
cess of 335,000 If ap area is Dot desigpated as
an empowermept zoDe for AD eptire taxable
yoar, the £35000 compensatiop limit is rat-

19 Tde wage credit 15 not availadle with raspect o
any jndividoas employed at any facility descrided 1o
premenl-law section J4KcXEXB) (1.0 & private of
commercial £olf coarsa. country clad. iitafe par-
lor. bot tud faciiity. suntan facility. rsceirack or
otber faciiity ased for gambdiing. or Any siore the
principa) busidess of wdicd 1» the sale of alcodolic
bevernges for consumption Off premuses). 1o addl-
tion. the wage credit i3 not avaflable with respect Lo
any 1pdividua employes by s trade or dasiness tbe
principd) activity of whicdk U arming (within the
mearnng of sobparagTapls (A) and (B) of secuon
JORA (e XS)). bot only §f. a3 of the close of Lhe preced-
ing taxabdle year. the sum of t(be sggrepate
unadjusted bases (or, §f grealer, tbe falr market
value) of easets of (de farm excesd 2500,000.

* For tdis parpose. e indifidoa) is oconomlcdl!
@sedrantaged if Do or &de 15 & member of an eco-
pomically dicalmantaged lu-n.ny urder pressnt-law
pection B1AX1]).

e Toe TJTC erpired ob June X, 1932, dot n 15 to
be ertended until Dezamber 3i, 195¢ by section 1N
of tbe conference agToament.

@ Tde reslnctions regarding employees with re-
soeCt 10 wbom tde wage credit car be clasmed alsc
apply dere. Thas. for example. the credit for savings
ocobnlridutions 1s pot availadle witd respect 0 any
fo@vidusy employed at certain facilities Soe Lde
Qlacrssior under Be wage credst for fartder expla-
mtion S g : i
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adbly nducod to refect the portios of the
year the designation s not ib effect

The credit 1» avallable for coptributions to
any taxr-Qquaiified deflned contributior plan

other thap &0 employee stock owDearship
plac. stock boous plan. or a plar subdbject to
the minimum funding reQuirements (sec.
q12). Coptritutions may also be made to a
simplified employee pensioz (as defNned ip
sec. ¢08(k) (SEP)). Except a3 speciNcally pre~
vided. the rules applicable to qualifNed plans
and SEPs (a3 the case may de) apply to cob-
tributions.for which the credit is availabdle.

Tc be oligible for the credit. the employer
coptributiap must be 100 percent vested. and
must be either a matcbing or nopelective
coptribution: salary reduction contributions
are not eligible for the credit Tde pIal is re-
Quired to permit &b employee Witk respect to
whom the credit caz be claimed to withdraw
coptributions from the plan (xnd earningd
—thereon) for higher educatiop or bealth ex-
ponsas, first-time bome purchase. or to ib- -
veost 1D a Qualified enterprise tone business.
A Dlap that permits such withdrawals will
pot fal) to be a tax-qualified plac merely be-
cause it does 30. The 10-percent early with-
drawa) tax (sec. T2(t)) will not apply to such
withdrawala. The specia] withdrawal provi-
siozs apply only while the employee meets
the qualifications for the credit.

The credit is available in lieu of the other-
wise avallable deduction for the cobntribu-
tions and may be clatmed in additiop to the
employment and training credit. The credit
is elective. K

Definstion of “enlerprise zone business*

The (nDvestment tax {incentives for
empowerment sopes descridbed below (but not
the labor ipcentives described above) are
available only with respect to trade or busi-
ness activities that satisfy the criteria for an
“enterprise sone business.” Under tbe pro-
posal. an “‘enterprise ope busipess™ s de-
flped as a corporatiop or partnership (or pro-
prietorsdip) if for the taxable Year (1) the
sole trade or business of the corporation or
partoerxhip 15 the active conduct of 8 Quall-
fNed busipessa withis ap empowerment
sope; e (21 at Jeast 80 percent of the total
gross income 1 derived {rom the active cobp-
duct of 8 “‘qualified business” wilhip & zoDe;
(3) sudstantially all of the nse of its tanfible
property occurs withip a sope. (4) substan-
tially all of §ta intangible property L1 used
in, and exclusively related to, the active cobn-
duct of such business; (5) substantially all of
the services performed by employees are
perforrmed withip s zope. (6) at least 38 per-
cept of the employees are residents of the
80D4e; 38 and (7) po more thar five percent of
the average Of the .aggregate unadjusted
bases of tue property owped by the business
1s attributabdle to (a) certain fioancial prop-
orty. or (b) collectibles not beld primarily
Jor sale to customers Lo the ordicary course
of ap active trade or business.

A °‘‘qualified busipess’ is defllned as any
trade or business other thar s trade or busi-
pess that consists predomipantly of the de-
velopment or bolding of intangibles for sale
or license.)® Ip addition. the leasing of real

W TDis requirement doas DOt apply L0 a busipess
carried ob by ap individua' as a proprietorshlp.

12 For this purposs. (De Larm “employee” includes
8 sslfemployed i1ndividua) (withip Lhe maaning of
soction €0)icX))).

Tbe House commitise report indicates Lhat it 1»
i1otended that tde Secretary of (be Trsasury wil)
prescribe regulations to determine the sppropriate
treatment of part-time employess for purpoa of
calculating wbetdes 3 percent of the smployess are
rezidents of We ampowerment sube.

w¥owever. tde House DII] apacifcally provides
tRat @ “'Qualified business™ Goes not foclode (1) any
trade or bus:ness consisting of tde operation of any
faciiity descrided 12 present-law soctior JHICXEXB)
(1.a.. 8 privata or commercial golf course. country
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property that (s Jocated withip ‘the am-
powermeDdt 30De Lo Others 13 treated a8 a
Qualified business only If (]) the leassd prop-
erty Is DOU residentia] property. and (2) at
least 5C percent of the gross rental imcome
from the real property is from ecterprise
sope busipesses. The reptal of tangible per-
soDA] property to otbers !» pot a qQoalified
busitess ubless subsiaptially all of the rend
a) of sucbh property 13 by enterprise sone
businesses or by residents of ap -
powerment z0Ds.

Activities of legally separate (eved 1f relat-
od) partjes would pot be aggregated for pur-
poses of determining wbether an eptity
Qualifies a5 ar enterprise sobe business.

Incrensec section J75 espensing

The expensicy allowance for certain depre-
clable business property provided under sec-
tiop 179 s increased to $7%.000 for qualified
30De property Oof ap enterprise sone business
(a3 defiped above). lr addition, the types of
property eligible for section 3179 erpensing
are expanded to inclule tuoildicgT used LD eD-
terp..re toDe busibesses.

“‘Qualified 20De property’ i3 deflned a9 de-
preciable tangidle property (including bafld-
iogs). provided ttat. (]) soct property was
acqQuired by tte taxgzayer (but pot from a re-
lated party! afte:s the 0pe desigpation took
effect. (2) the origizal use of the property in
the z0pe commences with the taxpayer; s
and (3) substaotinlly all of the unse of the
property is i1b tbe zope {p the active conduct
of a trade or busipess by the taxpayer {n the

. sope. 1o the case of property wbicb is sub-
staptially repovated by tde taxpayer. bow-
eve:. such property need pot be acquired by
the taxzayer after zope designation or origi-
Dally useC by the taxpayer vIthip the 20ne If
during aby 24-mobtd period after sope des-
igtation the adclitions to the taxpayer's
bas!s 1o sucb property exceed 100 percent of
the taxpayer’s basis I such property at tbe
Leginping of tre perfod or 35.000 (whicbever
15 greater) i

As vupder present law, the section 1T
expeDnsiDg allcwapce 1t pbased out for certain
taxpayers witk ipvesiment iz Qualified prop
erty during the taxable year above a spec)-
fied thresbold. However, under the bill tb
present-law phasecut range is applied by de-
creasing the amoudt of the cost of qualified
sope property that is deductible under sec-
tiop 179 by ope-balf of the amount by which
the cost of qualified sone property (olher
thap rea) estate) and otber section 1B prop-
orty exceeds 320000C. Thus. the section 178
deductior applicable 1o qualified zode prop-
orty it completels pbased-out when the cost
of quallfie¢ zope property (other than real
estate) and otber section 175 property placed
i service duripg the taxable year reaches
£8%0.000 For example. assume that a tax-
payer places $270.000 of qualifiled tobe prop-
erty (pone of wbichb is real estats) ip service
during the tarxable yeoar and thst the tax-
payer does Dot place aDy property it service
outside the sope. Under the bill, the taz-

elud. masaage parlor, dot tod facility, sontan Gacide
ILy. racetrack or otber focility used for gambling, of
any slore the principal dusiness of whicd 15 Lhe sale
of aJcoholic beverages for corsumption off prerolses,
of (2) any rade or business tbe principa) activity of
whicd i3 forming (#ithin e meaning of sobpars-
ETapds (A) or (B) of sectiop ZIRA(eX3)). dut on)y L
o of the close of the preceding tazabdle year. tde
sum of the aggregate unadizstad bases (or. If gTeat
ar, tbe falr markel vatue) of aasels of the farm ex-
ooed 140000 -

WThus. wsed properiy may constitote qwm.a
30Ne Propenty so Jong as it das not previouxly beeo
esed wilhir Lbe empcwerment sone.

wQualifed zope property doas BOt include any
property to whick the aJlarnsUve doprociation sy»
tem ander section 158g) applies. determined (1)
witdout reqard tc section I gXY), and (2; aler ad
plication of section 20F(D).
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payer will be allowed to clatr & sectian 179
deduction of 340000 ($75.00C se<tian 17
amount Jess $£35.000 (one-baif of the diTerspce
beCween $270.000 an¢ $200.000)).

As upder pressst-law section 179. all com-
poDedt members of & ocoptrolled group are
treatel s One taxpayer for parposes of the
expensing allowance and application of the
paseout range (sec. 1TRAXE)). Also. as ander
present lew, the $75.000 expensing allowance
is to appiy at bolk the partnership (and 6
oorporation) and partner (apd sharebalder)
lovels,

The increased sxpensicg allowance wonld
apply for purposes of Lhe altertative mini-
mum tax (l.e.. It {s DOt treated as ap adjust-
mept for purposes of tbe alternative minpi-
oum tax) The section 179 sxpensing deduc-
tion will be recaptored if tde property s dot
used predominantly 1D a edterprise 80D®
busipess (under rules similar to present-law
soction 1TXdX10)). - -

‘Accelerated deprectation

AD eDterprise sope busipess (a3 deflped
above) will determipe depreciation deduc-
tions witk respect to ‘‘qualified zone prop-
orty’ (also defined above) by using the fol-
Jowing recovery periods:

S year property
§-year property ....
?.year property ....
10-yeas property
15 year property ...
20-year property
Nobresidential rea) property

The shorter recovery periods allowed for
qualified sope property of epterprise sope
busipesses will be allowed for alternative
midimum tasz purposes.

Taz-esempt fingncing

In geperzt] —The House bil] creates a pew
category of exempt facility private activity
bopds. qualified enterprise sobe facility
bonds for use io empowerment 20nea. Oen-
erally Qualifled ebnterprise 30ne [acility
bonds are bonds 95 percent or more of the pet
proceeds of whbich i3 used Lo Ninance qualifNed
sope property (as generally defined under the
bill) for a qualified enterprise zone business
(as gepernlly defiped under the bll}) and land
located Ip the empowermedt sope which s
functionally related and subordipate to the

Qualified 3ope property. These bonds may be
lsauod only while s soDe dulmUon 13 1D of-
fect.

Special rules on frxue stze and use (o finance
ceviain facilities. —The aggregute {ace amount
of all outstanding Qualifed enlerprise zODe
bonds per qualified entarprise sone basiness
may pot exceed & million for each sope. 1o
sddition total outstanding Qualified enter-
prise 3000 bond financing for esch qualifed
eDlerprise 200e business may bot exceed &
milliop for al] sonea. For purposes of hese
determninations, the aggTogite
ovtstanding enlerprise zope facility bonds
a)locable to any busipess shall be determined
under rules simiar to rules contalned Lo seo-
tion 144(aX10).

As with other exempt facility bonds. thm
bobds may be issued only to finance identi-
fled facilities. Bowever the House commitiee
report indicates that it 1s pot intended that
the £ millios per enterprise sope business
requirement will limit fssusnce of a single
{ssue of bonds (ip excess of & million) for
more thap one identifNed {acility. provided
that the 3 milliop limit {3 satisfied with ro-
spect to each zope busipess, The House com-
mittee report coctemplats: (tat ease of mar-
keting thtese exempt facility bobnds, lke
other exempt facility bopds, may require
commop marketing Of separate {ssues oOf
bonds for discrete tacilities If soch fasues are
simultapeons or proximate id time.

-
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The House bm exempts quumod ‘anter-

prise 30De facility bonds from the general re-

strictions ob Npancing the acquisition of ex-
tsting property (sec. 147(d)). Additionady.

“these bonds are exempted from the geperal

restrictiod oo floancing land (ar ap ioterest
therein) with 25 percent or more of the pet
proceeds of a bopnd (ssue (sec. 1€7CKIXA))
Unless otberwise poted. all tax-sxempt bond
raules relating Lo exempt (acility bonds shall
apply to qualified entarprise szopne (acility
bonds.

Penalty for fallure (0 continue ar eone bun-
rexy o1 o use bond-Ninanced property ta e
eone dwsiners.—The House 9ill extends
change-in-gse rules to QualiNed ebterprise
sope {acility booda Accordingly, interest ob
a)] bapd-Nlnanced Joans to a businesa that no
longer Quallfles 83 an enlerprise sope busi-
pess, or op Joans to Gnance property that
ocsases Lo be nsed by the busipess in the ob-
tarprise 30D¢. becormes nobndeductible, effec-
tve from tde flrst day of the taxable year ip
which the disqualificatios or ceszatiob of use
ocdura. This penalty 3 walved Lf: (1) the Ls-
sser and principal user Iln good faith at-
tampted to meet these reqQuirements and (2)
any fajlure Lo meet such requirements s cor-
rected withip a reasonable period after such
faflure I3 first discovered. This pepalty does
pot apply solely by reasor of the termi-
zatiop or revocation of a designatiobp as ap
empowertment sope. The good faitd rule de-
scribed above also applies to certalp other
requirements of qualified cnwfvrtu z00e 8-
eility bonds.

Partla! ezemption from State oohme lonita-
tions.—Under the House bill. obly 25 percent
of the amount of qualified enterprise sone fa-
cility boods s subject to Lbe State private
activity volume cap. provided that enter-
prise 3obe residents possess more than a 50
percent owpership ipterest in the principal
user of the bond-proceeda. If the resident
ownenlip requirement is pot satisfled. thep
80 parcent of the qualifed enterprise 2one fa-

.cllity boods (ratber thap 25 percept) is sub-

Ject to (.he State private ectivity volume
cap.

Ezception from bank pro rato fnterest deduc-
tion disallowance.—The Bouse bill sxempts fi-
pancial Lostitutions rom the genera] rule
depying them a ratable portiop of their oth-
erwise allowable {nterest expense deductions
to the extenDt that they have {Dvested iIn
Qualified enterprise 1one hcmty bopds (sec.
BKDb)). -

Tas rmentions aveilabl in batd cm poucrmce/ an ond
RLTPM cessmin

Taz-exenpt fingnctng

Under the Bouse bill. the tax-exempt N- .
papncing bepefits described above are availl-
able (witd obe modification) to olherwise
Quallifying bosinecses that are Jocated ip en-
tarprise communities. The obe modification
to the tax-exempt financing benefits 19 that
50 percent (rather than 25 percent) of the
amount of the enterprise zopne f[acility bonds
13 subject to the State privale activity vol-
Ome Cap. regar of whetbher enterprise
sone residenls possess more thap a 50 percent
ownernhip interest Lo the principal user of
the bond-proceeds.

Lov-tncome Aousing cvedit (LIHC) erpansion

For purposes of the low-income bousing
credit (soc. €2):% , a ballding located (1) 1D an
empowerment 2ODS Or AD eDlerpwise commu-
nity. and (2) 1o 8 census tract having & pov-
orty rate of at least Y0 percept wil] be treat-
od a3 being Jocated In a “difficult o de-
velop™ area. withip which the eligible basls
of buildlngs for purposes of computing the

1T2e Jow.Incorae bousing credit expirec on June
0. 1952, dat s permanenly erlended by seclion
13122 of tbe Conference agTeement.
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oedil 13 IX pervent 0f e cos: basls (Thas.
the owdit will De bassd ar ¥ percanl of
wsent Taloe lomasf of te regular LYHMC

o of T peroent Of Jresent varue.) Tae

nepl-lavw Blate crodit cap and other rulss

~otigue o spply.

e Kocse bill alac provider ar a843tiona)
¥ aming credit dollar amount of 3218.0K0 ¢o
+ act smpowermen! 30De ADC eDLAIPIISe COMD-

munity. Alloatior of Qi ammount may be
made over A three-your periol This amount
1s avalladle for allocatiop only during ca)-
endar yean 199%<. 1985 and 1%¢. The Bouse
commitioe Teport ndicates that it s 1b-
-tapded that (hese amounta be nllocated 1o 8
way What will pot divplace. bot will supple-
meot. allocations to low-income booxmng
credit bo{ldio Jocated withln
empcworment sooes anC enlerise commo-
Bities

Bfecvive date

Dodsr s Booss DI ezpcwermant zo0e
and eplarxrias commacity des rations wil)
be rmads only doring calenlar years 18 and
1995 The tay ipcartites will be svatlahle durs-
ing the periol that the deslgTatior remaing
1z oJ0ecl. whick grperally wil be s period af
30 yoann

. Senste Amiadacnt

Ro provisior (Bowvwser, sectior 1901 of the
640a%e amen<ipen! s2ates that 1t 19 (s aense
af the Bemazs that CongTem ahould adopx
Fodernl asterxiss sonr jegalation.)

The cobferedce agTeement generally fo0)-
fows the Rouse bl ir providing certaln tax
beneNta for arees desigoated a3
smpowerment soner and edierFrise comoo-
wities. Rowever, the cobnference agrvernent

eker owrlalns modiNzetion: regarding the

sigDation of a."vas a2 20D¢s Or COMUTIUDITIOe

4 @91} o2 e ox'eDt 204 Datore of tAx inced-

ve3 available LD FoOCt arvas s

Tpetion of (Uyie oreas

In peneral)

Ths oocferenie agreement follows ths
Bogse bill. except that lpdiap reservationy
A DOt eligible for designation as
eTposDEDt BADA) OF edlerxlise commn-
itdes Tde cotfersdce agreement provides
soparale 1Al (nocentiver for busipnesses opar-
ating Lo lodlar reservalion:s Iz sections 1ML
ané 1M12 Ttus, ocnder the ccnferedCe agroe-
mAdl, pDlde¢ ao.pocwernent sO06s ADC €5 enters
prise commupities wil]l be designated (snb-
Ject to avallablity of eligible arsas) Guring
199%< and 195 8L empowermen! zopes and 68
eDtarprise commanities will be Jocatad 1o el-
1gible urbaz aress ™ and three empcwerment
30088 ADd Y eTlerpre communities will be
located (& rurel srwas \®

= The 0onlcreme &g vement 60 Dot 102lade sec-
Sor IS of e 8case amwniment (Lhe seame of Lde
8e2se recio Ban).

& The oricwrs PNt Eporifes hal U K
arbar asoowerTanl a1 an Gesignsled. nol lom
AD ODe L NAr ESCFATAQ! ID¢ MU be des-
gaated In Ar rBs de MO popuoms City of wdIcd
Bxa 8 poycistion Of SU.OX o less anf DOt Jess thad
ot artaz em>owerment oo atal be A porminated
ares (1) vilt & poS}eoD ©f %0 O or lem. and (M)
which 1ncludes sreas locaied 1n two Staten.

W Tde corfarsocs agTmamasi d>as DOL provids for
Qe creation of ar. Zclarprise Board which. andsr the
Boua 1. was Lo partiziDate (n e designation of
eligite oo . empovarment Lo ANE emterprim
commuoiiies. [t addition. We conference asTecmans
“Las no: proTide & pruoedure fOf We revoca ol of ad

w'r dasfgna oz a2 Az alig'ble wone OF community.

wever, e oolfeves 1Dtedd Bl (1) tde Secretary

J! promtipite YW repacding dold tds selaction
ol revocation prooema and (11 & SesigTation will

revoked anly af'e & dearing OF e recor (MTVDIS.

oMcials of he 83t ant loza governmenu The
nfernes furider iotans L2al, U ac area’) o>os OT
commanily Sesynatliat L revckad (s ratevant
Becrviary stall pol deeigzale anpilar ArTa &F & OGS
o1 commeanlty o llec ereo!.
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Enghilly crucns for oo

T oonfsrence ec=mman follows the
Boase blll, sioept tha: Wil rerpac to ap
arws aominatad Lo be ar ampow cToedt sOB6,
the canfsrande agwe et 4O Dol allow the
ATXOMAL SeTelArY (L4 Secretary of RUD
i regrxct ¢ whar arvas and the 8Bec.
relary af Agicolmr with respgect o rum)
areas) digyeDam ¢o redaoe the sppitcabdls
povwrt) criteria it 8 posniceised erem s Lo
sddition, g2 under the Houm LIl po ares
mAY be designated a3 A0 empowerment sone
of < lspris comrrmily Qnjess the pami-
B2ting State and local govenments rovide
wTitled s ranad that thelr stntegic plan
will be {piaxmd tad 3®

“Cede=ul disrwo®™ may be lnduzud by
factors suck as Ryt crime rates. high we-
CADCY matea. or Gealgnatiaor of ap ares B3 o
dlastar arve or high tatensity drog traMck-
ing area (“HIDTA") under the Ant-Drug
Abase Act of 19688, 5ob Joms (lpcloding mann-
{actaring Job lazs), and ecopomic Aistress
Cus o closures of millary bases or rsstric-
tions or timber harvesiing. 1o additior, cob-
sideratior sbould be gived Lo cammuritias
along the U.8. borfer it whicd population
bar increased significantly, witbout a cor-
responding expansion of basic tafrastructare.
apd 1o whick a 3ignificant portiop of the
sros’s population reside ip sudstandard bous-
ing.

Tas iscention for l'-;w-'l »ae

The conference agreement provides the fal-
towing tasx incentives (of areas dmt;m.ud as
empOW LIMADL AODEE:

Drplopo sxpe credts

A X-percest credit sguinst {ncome tax 1.
ability ts available to all employers for the
first $15.000 of Quelifed wages paid O each
emploses who (1) 13 8 acne resident (Lo his
o¢ bar principal place of abode i3 withip the
300018 ) and (3 performs sutstantially all
employmant servicas withip the s0De (D 8
trads or basipess of e employer.

Ths maximum cudit per Qualified em-
ploYee 13 33000 per year. Wages paid o a
QualiNed empicyese cabtinue to be aligible for
thr credit i the amP)oyes tarns more Lhas
15000, although oaly the first £15.000 of
waget will be eligible for the credit.»®@ The
wage credit 4s svatlable wid respect o o
Qualifed emploses. regardiess of Lhe pumber
of other smployees who work for tbe em-
ployer or wbether the smployer mests Lhe
daflnjtioe of an “‘entarprise 30De dbusioems''
(whick applies (ar the (pcreassd sectian 17
expensing and the tax-ezempt n.u.ocuu pro-
visions dascribed below )@

= WIt) respect o0 AN Arws DoTTIated Lo be ad oD
tarvrim commanity. e APPropriate SecTelary may
reduce c2e Of Qe povwrt) criteria Uy Nive percentage
polots (o asl morr Ber ¥ Do<ent of the POPw-
La2iop cansas trects (O 0 8 masimum of Ove pope-
btion cansas Lercis) 4o the nominated Ared OF. &8
a2 Mlermative /may reduce the I-Dercent poverty
Giresdold by I¢ percantage poinls (1.¢.. LW D parcent)
1o 89 tc three poTR)Ation arnu TR,

w The conferves inlend tdal, iz e cuse oOf 82
artar erJowarvet 300¢ Jocated 12 twe States. tbe
poroloating S<ales and loa! §oveT:one Dl Ldall pro-
3de WNidec ACUAACED SMUIGO!T W the Boao-
retary of HUD Lhat £de tacentvea aflordad (he s0de
ob thr acouol Of Lhe detignatior wil) be &isUibuted
oQtitadbly between Ot two BLALm

™ The coafsreos tolend that amployers will onder-
ke reasomadls Mmeassrm o vertfly an employec’y
reifen® witt:s (he Lok 90 (2al (De employer will
b abde (o sodmiantisrs 3 ge credlt clalmad wder
the cozlarence agTvemdd

s To prevanl syollance of e 31500 Jimit all
employen of 8 controlled gToup of carporstioas (ar
parthers2ips Or proprieloskips cader commod cab-
trol) ol be tregted a2 o 8ingie employwr.

» THe conforom thtend DAL employers take roo
oa bl slope t0 notily all qualified sone empoyom

of the avalledlIQY Lo iLINe 12D vifeals of eCrunce

PaymenLs of Lhe sasped Incoms tax credit (ETTC).
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The cedit will kMutmlwlﬂ
X The credit rate will be reduced to 15
parcent 10 202 10 peroent t2 20Q1 and Nve
pcwent L0 XA The avdit will ot be avall-
ahle afler Decarnber 31. 0L

Qualified wagms tpciude the first $15.000 of
“wagw.” dxfined to fnclode (1) salary and
wares 33 ¢edeniliy definad for FUTA por-
pases, and (I) cartals Qaining and edu-
eationa! axpecms pald OB behalf of a Qquatt-
Ned employet. provided that (a) the expenses
are paid (o ap unrelated third parcy and are
excledable framx gross inoxne of the em-
ployee undsr sectios 177 (which t5 retro-
actively and prmadsnUy extandsd under
another proviton of the bll), or (b) 4p the
case Oof ap employer upder age 15, thy ex-
petses are Incnrred by the smployer o oper-
atinz s youtd training program 1o oonjunc-
tiop with loca) efucation officials

The credit b allowed with respect to full-
time and part-time employesss. Howsvar. the
employee must be ermployed by Lhe employer
for & minimom period of at lsast 80 days.
Wages are not aligible for the credit U paid
to certalp relatives of the amployer or. if the
employer i3 s corporatiod Or partderzhip.
certaip relstives of 8 persont who owns more
thar %0 pertent of the business. 1o additian.
wages are pot eligidle for the credit Lf pajd to
8 persop wbo Owns more than Ove percent of
the stock (or capital or profits iotersss) of
the employer.ve

Ap smployer’s deduction otbarwise allowed
for wages paid 5 reduced by the amount of
credit claimed for that tazable year. Wages
are pot be taker 1Dto accoant for porposes of
the empowerment one employment credit if
takep (Do acoonnt tr determining the em-
ployer's targeted jobs tax credit (TJTC).

The credit ts allowable to Offset up o 25
percent of slternative minimum tax lubu-
ey, -

Incvensed sechion 177 erpeasing

For ap edterpriss sope basioess, ths
expensiag allowance for certaip depreciable
business property provided under sectiod 379
13 ipcreased by tbe lesser of: <1) £20.000 or (2)
the cost af section 1T property that is
queliNed sone property’ (as defined 1o the
Bouse bJl)) and that L nlaced Lo service dar
ing the tayadle year. As onder present law.
ths types of property eligible lor sectiop 17
expensing updsr this provisios do pot io-
cJude buldingx

A3 gdpder present law, the asction 1
expensing sllowance Lt phasad out far certals
taxpayers witd Lovestment 1b qualified prop-
oTty during the taxable year sabove a3 speci-
Ded threghnld. Howsver. under the coo-
ference agroementl. ths presspt-law phase
ont rapge is appled by taking Into account
only one-balf of the cost of Qquallfied sone
property Lhat (s saction 179 property. o ap-
plying the sectiop 179 phaseout. Lhe cost of
soction 175 property that i »ot qualified
tobe property 15 not reducad

In geoeral all other provisions of present-
law section 1T apply to the increased
expensing for enterprise zope businesses.
Thas. all component members of & controlled
group are trealed as one taxpayer for pur-

2 The wage credit 15 DOL avallable wild rspect to
any In@ividua) employed at any facitity Gwmcribed In
preccol-lav mcton 144.cXEXB) (le.. & phivale oOF
commercia! goll coarse. coantry clud. mesage par-
tor. bol tob (acflily, suntan faciifty, recelrack or
older (acflity ered Cor gambdling. or any store the
principa) business of which Is the sale of aicobotic
bevanngw foc coracmption off premises) in addi.
tfom e wige creditl U nol svaSisdie wild raspect W
any individual empioyed by s trade or buxinems ibe
xtalipadl activity of wiich t5 (arvming (witdip the
foaaning of rsbpairagraphs (A) and (B) of section
XA (¢X3)). bat only (€. as of the clove of Lhe precad-
faf CGaxable year, e su® Of tHe WgTTegLLLe
bases (or. If greater. the falr markel
Yalue) of azse's of (D¢ (arTn 83Cead $500.000.
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poses Of the expensing allowance and the ap-
plication of the pbaseout range (sec.
1T dx61) The limitations apply at botd the
partoentip (apd § corporation) asd pertper
(and abaredolder) Jevels. The Iincreased
expecsiDg allowance {5 allowed for purposes
of the alternative minimum tax (le.. It (s
DOt treated at ac adjustment for purposss of
the alterpative minimum tax) The sectiod
179 expepsing deductiop will be recaptured If
the propsrty is pot used predomipaptly ip a
enterprise :0ne business (under rules similar
to present-law sectiop JTAX10N.

Definttior. of “"enlevprue zone business”™
The cobnference agreement follows the
House bil)
Tasexsimp!  facility bvad amilabie for butd
= povemce! 100 s0d nu-rpnw ceoaveilsn

In peneval

Tbe cotferepce agreement creates a pew
category of exempt facility private activity
bopds—qualified epterprise B3oDe (acility
bopds—for use b empowerment zoD6s and
epterprise commupities Ttese bobnds are
fully subject Lo the Siate private activity
bond volume limitations.

Geperally. qualified enterprise zone facll-
ity bonds are bonde 85 percent or more of the
pet proceeds of whick are used to finance: (1)
Qualified zope property the principal user of
which {s a qualified epterprise tone busipess,
apd (2) fupctionally relatad and subordibnste
lapnd Jocated iz the empowerment zoDe O 0D~
terprise commubity. Qualified zope property
for these purposes s geperally deflped as
upder the House bill. except that it also ip-
cludes property whict would qualify as
qQualified 10pe property but for the fact that
It 13 Jocated ip ar enterprise commubity
rather thad ID aDp empowerment sobe. For
these purposes. the term ‘‘enterprise gobe
busisess™ bas the same meaping generally
givep to it upder the House bfll. but also ib-
cludes a brsipess Jocated Ip & sope or com-
mubpity which would qualify as ap eblerprise
sobe busipess if It were separately ipcor-
porated '® These boDdt may oply be issued
wbile ar empowerment zope Or entorprise
communbity desigratiop 18 Ip effect.

Specia! rules on tssue size and wse (o finance °

ceriain fonhtes

The aggregate face amoudt of al) outstand-
1Dg Qualified ecterprise 30De bopds per quall-
fNed eDterprise tope busipess may pot exceed
£ milliop for eacbh zope or commubity. 1o
additiop. tota) ovtstanding qualified enter-
prise zope bond fipapcing for each principal
user of these bonds may pot exceed £20 mil-
liop for a)) zopes and communities. For pur-
poses of these determibnations. the aggregate
amount of outstapding epterprise sope facil-
ity bonds allocable to apy busipess abal) be
determined under ruler similar to rules con-
taiped Ip sectiobp 144(aX1)0).

As witd other exempt facility bonds. these
bonds may be issued oply to fipance identi-
fied facilities However. the £ millioD-per-
epterprise tone business requirement abould
pot Jimit f{ssuapce of a eipgle 1asue of bonds
(1o exces® of 33 milliop) for more than obe
jdentified facility, provided that the £ mll-
Jiop ltmit s satisfled with respect to each
3ope busipess. The copnferees recognize that
it may be pecessary o pPermit COMmOD mar-
keting of separate {issuet of boods for dis-
crete facilities (If such {ssues are simulta-
peous or proximate {p time) to enable quall-
fled eplerprise 20ne facility bonds to be mar-
keted 1D a mapper comparable to other ex-
empt facility bonds.

8 For examdle. ar establisbment whick 13 parm of
8 National crain could Qualify &5 ar enterprice sone
business for porposes of the tax-exempl Nnancing in-
centive. provided tbal soct establisbment would
satisf) the deNnition of ar enterprice sone basiners
1f 1t were gelantely incorporated.
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Tbde conference agreement sxempts quall-
fled enterprise tone facility bonds {rom tbe
gepneral restrictions op fipancing the acquis)-
tiop of existing Property (sec. 147(d)). Addi-
tionally. these bopds are exempted rom the
gebera) restriction op floancing land {or a&d
ioterest Lherein) with 25 percent or more of
the Det proceeds of a bond izsue (se<.
14€3cXNIXA)). Unpless otherwise poled. all
other tax-exempt bond rules relating to ex-
empt facility bopds (ipcluding the restric-
tions op bank deductibility of toterest allo-
cable to taz-sxempt bonds) apply Lo qualified
enterprise zoDe facility bonds.

Penally for fallure L6 confinue as zome busi-
new o1 o use bond-flaanced property 1R
the zone dbunness

The confersnce agresment sxtends c!n.nto-
tp-use rules to Qqualified enterprise soDe 18-
cility bonds. Acoordingly., intersst on all
bopd-Nipanced lcans to a business that mo
longer Qualifies as an enterprise tone busl-
Dess. or op loans to flnance property that
cesses to be umsed by tbe busipess I the
empowerment 30ne Or enterprise commanity.
becomes bobndeductible. effective rom the
flrst day of the taxable year {o which the dis-
Qualification or cessatiop of use oecurs. This
penalty Is waived if: (1) the {ssver and prip-
cipa] user 1o good faitd attemptled to mest
thess requirements and (2) any failure to
mest such requirements {5 corrected within a
reasonable period after such fallure is first
discovered. This pepalty does pot apply sole-
ly by reasop of the terminstiod Or revoca-
tiop of s desigpatiop as an empowerment
gope Or enterprise commubdity. The good
faith rule described above also applies Lo cer-
taip other requirements of qualified enter-
prise zope facility bonds.

Effectioe date =
Thbe conference &agreement (oUon the
Bouse bill.

2 Tax awdit for mmbudom lo -ruln
community development ecarporstions
(sec. 16311 of the House diLL sec. 133)1 of
the conference t‘mmenk and sec- 38 of
_ the Code) -

Present Low .

Tben are po tax credits available for cop-
tributions to commubpity development cor-
porations (CDCs).

Nouse 8,0

Under the Houss bil), a hxmmyer will re-
ceive a credit for qualified cash contribu-
tions made to certaip CDCs. If a taxpayer
makes a Qualified coptribution. tde credit
may be claimed by the taxspayer for each tax-
able year during a 10-year period beglnning
with tbe taxable year during which the ocon-
tributiop was made. The credit that may be
ciatmed for each year is equal to five percent
of the amount of the coptributiop ¢to the
CDC. Thbus. during the 10-year credit period,
the taxpayer MmAy claim aggTegates credit
smounts wulllnr SO percent of the conu'ibo-
tion.

For purposes of this provisioq. a qunlmod
coplribution 18 defined as any transfer of
casb that meets the following reQuirements:
(1)1t 13 made to one of up to 10 CDLs selected
by the Secretary of HUD. provided that the
coptribution is made during the five-year pe-
riod after the CDC 15 80 salected by the Sec-

retary of AUD: (2) the amount is available’

for use by the CDC for at least 10 years. 18 (J)

s The contridbutiop of the CDC must de avaflable
for 3¢ by the CDC for up o a 10-year period. bat
peed nOL meet the requirements of a “contribution
or 1N for purpoces of section 1T Ib otber words.
8 contribution eligible for he credit under the bil)
mey De made in the form of a 16 year Joan (or other
Jorg-term invesimant). the principal af wbicd 13 Lo
be returped Lo the taspayer afar the 10 year period
However, 1n the case of & 6onation of casd made by
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the coptribution {s to be used by the CDC to
provide qualified low-locome amistance's
withip Its operationa) area; and () the CDC
desigpates the coptribution as eligible for
the crecit. The aggreogate amount Of cop-
eributions whick may be desigpated by a se-
lected CDC as oligible for the credit may pot
exceod $4 million.

Prior to July 1. 194. the Secretary of BUD
may select up to 10 CDCs 23 eligible Lo par-
ticipate Ip the ProgTam (subject to the avall-
ability of eligible CDCs). at least four of
which must operate in rura) areas. To be se-

. lected. &8 CDC must Dave the following chas-

acteristics (1) It must be a tay-ezempt char-

tty described (n sectiop B0l(cX3) of the Code.

(2) its principa) parposes must include pro-

moting employment and business opportuni-

ties for individuals who are residents of its
operationa) arex; and (3) its operational ares
must (a) mest the geogmaphbic limitations
that would apply If the area were designated

83 AL OMPOwWerment 30De Or eDLerprise com-

munity. (b) kave ap apemployment rata that

18 DOt less thap the nationa) average. and (c)

bave a8 mediap family income which does ROC

exceed 80 percent of the mediap (amily ib-
come of residepts within the Rrisdictios of
the local) government. -

The credit Is subject o the (enenl bast-
pess credit limitations of section 38 and.
therefore, may pot be used to nduce tan-
tative minimurm tax.

Effective date.—Tbe provisiop i cn'ocun
op the dnu of enactment.

Sruate A-J-l

No pmvmon

Cosfrrraa Agrevewrsi!

The conferepce agreemept follows the
House bil). except that the aggTegate amoant
of copuributions which may be desigpated by
a selected CDC as oligible for the credit may
pot excesd R mlllion. and the Secretary of
HUD may select up to 20 CDCs a3 sligible to
parUcipate (o the program.!'® 1o addition.
the conferees intend that, in selecting CDCx
tde Secretary of HUD shall give priority to
corporations with a demonstrated record of
performance in admipistering ocommubnity
development prograsns which taryet at Jeast
T4 percent of the jobs emapating from thetr
ipvestment fubds to low ipcome ar wbem-
ployed (ndividuals.

8 Tax Iocentives for busincises om I.bdm
reservelions (secs $181-8182 of he Ben-
ste amendment sec. 1332)-13322 of the
conference agreement esecs. 3$30C(al
196.¢), 39(d), and 38(b). and Dew poca
usu) and 48A of the Code)

. - Presrwt Low

'he Internal Revenue Code does pot cob-
taip gepera) rules that target specific geo-
grapbic areas for special Federal income tax
dreatment Within certaln Code sections.
bowever. there are definitions of targeted
.areas for limited purposes (¢.¢.. Jow-ipcome
dousing credit apd QqualifNed mortgage bond
provisions target certain economically dls-
tressed areas) lp additiop. present law pro-
vides favorable Federa] income tax tresat
menpt for certaip U.S. corporstions that oper-
ate ip Puerto Rico. the U.S. Virgip Islands.
or a possessiop of the United States to en-

s tazxpayer W an eligible CDC. the axpayer would de
allowed Lo Claim @ cbaritable contribuUon éeduc-
450n (subject Lo the present-l1aw rules under secuion
170) and. In addition, could claim the credit ander
the bill's provisions.

@ Tde House dill defines “qualified low. looomo -
sistance™ a3 aszistance (1) wbicd U dexigned Lo Pro-
vide emplosment and business opportuniUes Lo inds-
viduad)s whe are residents of the opsrational ares of
¢ CDC. and (2) whicd 13 approved by Lbe Secelary
of KUD.

*®Under the conference agreement At least alght
of the selected CDCs Must Opeate I rural areas
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courage e covdect of trades or businesses
witkte Ld>eye arepa.
Beaw 8,7

No provislnn
S cnaty A cout-ed

. penoal

Ubder the Senste ameddment basinesses

:ated o2 lndiap reservalion: ™ gepenlly
sv aliowed 8 credit nquinst jpcome tax 1i-
ability for cerwale ipvestmeots (e "lndiap
reservation ceedit ) and 3 credit safaioet Lo-
eome tax Ltiadllicy for cerwaic wage: and
bealtl fosurunce costs (the ““Indiap empioy-
ment credit™).
lad on muvastica vt

A cred!: agalnst income tax Madility is ad-
jowad for iDvestmeC s 1D cortalr proparty lo-
catad or used wilhic ap lodlac rasarvation
wdict has a leve)l of ubemployment thal
gTeally exceeds the matiana) aveiags. 1z gao-
o). tde amondl of the credit allowsd a tag-
payar for any arable yoar eQuAls Lbs sum al
0) 10 perrent of the QualiNed icvestmapt b
“repervation persoral Properly” placsd 1o
service by the tarparver duridg the laradble
your. and () 1S percent of the QuallDed 1p-
YoIUMPDt 1D “‘mew reservationp constroction
property’’ and ‘‘reservatiot ionlmastructure
fpvesiment”™ piaced ip »ervice by the tax.
paver @uricy the laxable year.

Toe 1! amount of the cred® 15 allowed
only if tde lpdiar upempicsment Tate ™ op
the applicadle Indiac reservatior exceeds X0
percent of the patjoral svengr opemploy:
mept rate at asv Cime during the calendar
year 1D which tde property it placel (o aery-
fce or during either of Lhe Lmroediately pre-
ceding twc calepdar years ™ L' the lndar
upempiof meDt rate or the aprplicadle lndian
rvservatios excesds 1SC percent bwt does bol
‘scont XX percen! of ihe palaza) average

emplovmert 32 at ADJ Time Auring the

jevant calendar years thed obnly Ope-half
¢ tde otherwisr allovadle credit may be
vmed ({.¢.. the cTedit raten are 1.5 pertent

4 § percenty If the !ndiaz uwoemploymmem
.22 08 the sprlicadble Indiss reservatjon
does pot exceed 1Y percent of the tational
average upempicyTert rale at apy time éur-
18g e relevadt calendar year. ther o
credit fe allowed .

FPor purposer of the credit, “reservation
perscoal property’ ie defice? as property ()
for wbich a depreciutior Geduztion ts aliow-
abie tnde:r vectior 166 of the Code. (N which
10 BCt DoAresidrpia; Tl PrTHOITY. resided-
tia) repial xoperiy. o7 aDY Clher real prop-
ey with a clax li(r af more than 12.5 years:
(3) which {5 used Dy hr tartmvar predomi-
pantly ip the active cobdact of a trade or
busipess witrir ar lp&iac reservation: and
(4) wdicd 1+ po! used or locatad ovlside the
Ip@las reservalior oo ADy ragular ba<is

Ip additlon ‘‘Bew reservaliop copstructinn
property™ i deflnal as property. (1) which i

8 For purjoues o We Ip&iar eTs'o5Teent ant -
vz eol Wooenlives Lbe L Indial. reservalion”
meass 8 Jssensloz a deDnad Sn (1) aacsar WE) of
tbe Indiap Financiag Acl of 1924 (28 TS.C. 145%d}).
a3 1¢ offecy on the Cale of enaziment of the provi-
sion, or (P wectior &1 of the Indian CuNG Weltare
A of 1T (T T 6C 15101 as In effect oo e
dale Of e aUneo! O (e provisian .

wThe Indiar unemployment Tate 15 Lo be based
tde number of Indians voemployel and adle to work
ant B3 Lo Ve ceTiNed by the Secrelasy of Lde 1Dt
riov.

™A wpeia! role applies Yo qualifying property

tbst has (o7 19 a COmpOTent 07 3 Project tha' has) an

~timated consiruciior penod of more than 1wo

3 o7 & ©ORt Of rroTY {harn 5T millior. WS Lb respect

ozt Properiy. Wt Telenan: OhempIcymen! mle U

. tete Oomng t(he catear yeas T which Ibhe 1a3-

adyes enlen ime 3 Minding alveTmed! Lo rmaXe a

Wined (mesiment (o1, {7 saslier. the Arst calonlar

2 in which tbe Laxpayer bas expended &t Jeast JD

cent of Ure qoiified {nvesimet?) or Ourlyg Wa
mmesiely prreding Akt Yar.

CONGRESSIONAL RECORD —HOUSE

paresideptial real Rroperty. residantial
reTa) properly. or any otber real properiy
witd s clax iife of more thap 125 years Jar
whict a depreciatiop Geduction is allowable
ander soction 168 of the Code; () which is Jo-
csled 1p arn lpdlan rasarvation: (3) which is
used by the Wipmyer predominant]y b The
active conduct of a trade or tusiness withip
ap lpdlan reservarion,'™ and (4) which Is
orizizally piaced to service by the taxpayer.

Porther, *seseTvatiop {nfrastructare io-
vestroent™ B deftmed 3 property: (1) for
whi® s deprectation dedoction ls allowable
under section } of the Code (Whether real
of persom! progarty ). Q) wich bevefits the
trital (nfasrocare; (3) which B avallable
Lo the geperal public: and (4) which i3 placed
12 aarTics LD COZDECLO0 wilk (e taxpmyer's
active condact of 8 ade ar businets withis
29 Indiap resscvation THe tarm “‘reesrvalion
infastreciase Lovesimant' U to Locludes ol
o wise Quallying proparty (hst fa wsed or lo-
ceed oalilde an ladlan resarvation ooly M
the purpads of the property is Lo caapect to
orieting tribal nfrasuruciure Lo (he reesivs-
too (lncinding, bwi 3ot limited to. roada
powar Lass. water s7sLemé. naliroad spur
wnd cogunanicayaas laclicias).

Notwithstanding he esbtove deNnitions
popanty will aot qualify for (be Ipdiad res-
ervating aredil Y the property is acquired
(dlrectly oF Ladirectly) by (be laxpayer from
a perwod who 18 related to Lhe taxpsyer
(withic the mearlng of section 46XbXK3IXC/ of
the Codel lo sdditbos. property will sot
Qually {ar tbe credil if (he proparty (af any
portiop thereol) s placed Lo servias for pur-
passe Of canducling oF housiag cortaD game-
ing acitviGet®—Finally, progmny will ot
Qualify for the 1pdian reservarior cedit
the epergy credit of the rebabilitatias credit
1s allowed with respect to the property.

1o (Be case of reseraation persvna) prop-
erty and pew reservatiop construction prop-
orty. the qualifled tovesunent {or parposcs of
Getermnizing the amoust of the credit is Lhe
tarpsyer’s Gadls o the property. 1o the case
of rese - vation lafastyuctnre lovestnent. the
Qualified ipvestment for purposes of deter-
mipipg the amount ©f he credit 15 the
AmOuD: eI>endad by Che tazpayer for e an-
Quizitiad ar construction of e propercy.
The at-risk rules of sectiop €45 of e Code
al80 apply D determining the amount of the
QualiDed investmen! for purposes af the lo-
diap reservatios credit.

The Hasis of pew reseTvation consuroctiop
propeTty 15 reduced by Lhe Inl! amount of the
credit allowed witt respect to tbe property.
Tde basty of reservation Dervom! propercy
and reservatioo in{rastzocture icvestment t9
reduced by only SO percest of the credit 0.

lowed wild respect o Che property. The lo.-
. Giap revcTvatiop credit 13 recaptored (l.e.

the amount of tax due i« tnereased) §{, before
the end of the applicadle recovery period

. wid respect Lo the property. the property is

disposed of by the taxTRYyer. OT. Ip (be case of
reservation persopal property, i3 removed
from e Indisa reservetioa. corvertad. or
otherwise ceases o Le reservation persona)
property with respect to the taxpayer.
Indisn caplymenl crudit

A credit against locorme taz lablity is
also allowed to employers for certalt wages
apd healtd losuradbce cosls pald or locurred

M The sctive conduct of & Lrade or business for
Purposes ©f Lhe loAlas resesvalios credil INJedes
the reptla’ 3o olhers af real property located 12 an
In€iar. reservallon 1p sddiUon Lhe cradit for Dew
raervatiop consiracliod property s allowed witd
repect 1o othewise goalilying property (Rl (s asad
to Turnist Yodrnng.

TYTDe lioViation ADPUes W claxs L 1L or I gar>-
10 & 6eDred 1z sacUnd § of Lhe lnflan Regilaiary
A\ (BT ST Z70). as in eDect 00 the Aale Of oAt
ment of the provigion.
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by the amployer Witk respacs Lo certals em-
ployeas lo gansral. tBe amount of Lhe aredit
allowsd az employar for asy taxahle year
eguals 10 percent!™ af ths sum aof (1) the
wages pald or (ncarred by the smployer bor -
services perfartnad by ad employee whlle the
amployse U & Qualified empioyes (“'qualiBed
wages )iV wod (2) (be amoun( paid or Lb-
carmred by Wre ermployer o bealth tasnrance
(other han bealld (mmraDce Xovided parsn-
ant W & salar redoction ATADgfeEnant) to
the oxtent Wt 30cd amoant 4 atuibatabls
to coverags provided 0 an empleyee while
ths employee (s s qualified employee (*'Quali-
fed employes haaltl Lasurance costs ™)

The credit i3 avallable to ap employer,
bowever. only to ths witent s QualifNed
wages and healtd insurunce costa during the
current year exceed such wages and costs in-
arred by the empioysr during 1950 Specin.
cally, the arncant of the credit allowed an
amploger (or any tamahis year 4 bimited o
ap anount eqeal Lo ths credit rate mwitl-
plied by he vxrans (If any) of (1) the sum of
the qualiNed wages and Qqualified haalth (D
surapce costs pald or tncurred by the em-
ployer during the tamabls year with respect
to empicyes whose wiges (which are paid or
focurred Uy be employer) for such taxabdble
year 60 Ol exceed (he amoup! determined
2t ap anpoal rate of $30.000 (as sdjusted for
taflatioe for yours berinniet after 190). over
(D) the sum of the gualtfied wages and guall-
Ned bealtd tnsurance oasts patid or ipcurred
by the employer {or any jredecesor) during
the 1933 calendar year with respect to em-
ployess whose wages {(which are paiéd ar 1b-
curred by tde employer OT ADY predecstsor)
for suct taxadle year Qo Dot excasd the
amnount determined at ap abpual rate of
£0.000.™ For purpases 0f thls Ilmiaatian all
employees of & coplroiled groudp Of corpors-
tions f{or parwerslPs or propristorships
onder commos £ABUO)) are traslad as ed-
ployed by & aingle employar.

1o geperal ap ndividual s 3 Qualified e
ployse of ap amployer for asy pariod odly U
(1) the indivldua) i3 an earcllel member of
an Indiap tribe or the spouse of ap anrplled
member of an 1ndixm tridbe.™ [2) substap-
tially all of the spervices performel during
soch period by the employee for such em-
ployer are performed within az 1lndiap res-
ervatior: (3) the principal phace of abode of
the employee while performing such services
{3 op or pear the 1ndlap reservatiop within
which the services are perfarmed. and (4) the

swj( kor Whe estiry taxabdle ywa- of tde eaDiOYw.
At bsast B paroant of e smPloyeans o1 (ve emplover
are envolied members 07 an lndiar Wile Or sDOEMEE
of enrulled membes of ap Indlap Wide Lber Lhe
amouni of 1d¢ credl for anch Larable year 13 10 De
determined by using s X-percent rale matber than
the 16-perceny rale

YR°Ages are oot e gTOle for Lhe credil tf allrid-
olable 1 servica rexdiered 9 an empioyse durtng
de Nrst yeas de Of Cde bogins work for Be enpioyer
17 any poruios of such wages te Lakeo i0lo accovpl in
detarminind 1de larzaiad joi= a awdu (TJTC)
under present-law poction 8.

™z tbe case of 2 shorl tazatle year. e qualifed
vaga nd the qoalifNled bealtt iroTraree cosu Pald
or (Acurred by the employer are Lo be snnualized
and the Brutation for suc) tazadle yoar ts LO eQual
tde otberwize appicalle UmilaDuva delerminsd
egiag swcd sanuw lad amoutL mWUNied by & frac-
tion e purmerglor of e bich 13 (be surber of Aayd
l&lbc tarsde year and the Canopusaior of whick B

™ for this Dorpose. an Inflan Lride 13 deNoed a3
any Indian Lribe. band, nation. pvedio. or other or-
ganited group or community. fncluding an) Alasks
Native villape or regicas) or rillege coporalion. as
GeNnad 1o o efdliited punuanl . the Alaska
Nause Cllrms Setlldpeat Ax (O USL 1L et
848Q.L 83 Iz eacl od LDe dale of esncnent of the
Provision wlich s recagniiad as eligible for Lhe epe-
cia! programs and canta rorided Oy tae Ualied
Statas 1o Indians becsuse of Lhelr satus s Indiana




















