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APPENDIX G—H.R. 5662

SECTION 1. SHORT TITLE; AMENDMENT OF 1986 CODE.

(a) SHORT TITLE.—This Act may be cited as the ‘‘Community
Renewal Tax Relief Act of 2000’’.

(b) AMENDMENT OF 1986 CODE.—Except as otherwise expressly
provided, whenever in this Act an amendment or repeal is expressed
in terms of an amendment to, or repeal of, a section or other
provision, the reference shall be considered to be made to a section
or other provision of the Internal Revenue Code of 1986.

(c) TABLE OF CONTENTS.—The table of contents for this Act
is as follows:
Sec. 1. Short title; amendment of 1986 Code.

TITLE I—COMMUNITY RENEWAL AND NEW MARKETS

Subtitle A—Tax Incentives for Renewal Communities
Sec. 101. Designation of and tax incentives for renewal communities.
Sec. 102. Work opportunity credit for hiring youth residing in renewal commu-

nities.

Subtitle B—Extension and Expansion of Empowerment Zone Incentives
Sec. 111. Authority to designate nine additional empowerment zones.
Sec. 112. Extension of empowerment zone treatment through 2009.
Sec. 113. Twenty percent employment credit for all empowerment zones.
Sec. 114. Increased expensing under section 179.
Sec. 115. Higher limits on tax-exempt empowerment zone facility bonds.
Sec. 116. Nonrecognition of gain on rollover of empowerment zone investments.
Sec. 117. Increased exclusion of gain on sale of empowerment zone stock.

Subtitle C—New Markets Tax Credit
Sec. 121. New markets tax credit.

Subtitle D—Improvements in Low-Income Housing Credit
Sec. 131. Modification of State ceiling on low-income housing credit.
Sec. 132. Modification of criteria for allocating housing credits among projects.
Sec. 133. Additional responsibilities of housing credit agencies.
Sec. 134. Modifications to rules relating to basis of building which is eligible for

credit.
Sec. 135. Other modifications.
Sec. 136. Carryforward rules.
Sec. 137. Effective date.

Subtitle E—Other Community Renewal and New Markets Assistance

PART I—PROVISIONS RELATING TO HOUSING AND SUBSTANCE ABUSE PREVENTION AND

TREATMENT

Sec. 141. Transfer of unoccupied and substandard HUD-held housing to local
governments and community development corporations.

Sec. 142. Transfer of HUD assets in revitalization areas.
Sec. 143. Risk-sharing demonstration.
Sec. 144. Prevention and treatment of substance abuse; services provided through

religious organizations.

PART II—ADVISORY COUNCIL ON COMMUNITY RENEWAL

Sec. 151. Short title.
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TITLE I—COMMUNITY RENEWAL AND
NEW MARKETS

Subtitle A—Tax Incentives for Renewal
Communities

SEC. 101. DESIGNATION OF AND TAX INCENTIVES FOR RENEWAL
COMMUNITIES.

(a) IN GENERAL.—Chapter 1 is amended by adding at the
end the following new subchapter:

‘‘Subchapter X—Renewal Communities

‘‘Part I. Designation.
‘‘Part II. Renewal community capital gain; renewal community business.
‘‘Part III. Additional incentives.

‘‘PART I—DESIGNATION
‘‘Sec. 1400E. Designation of renewal communities.

‘‘SEC. 1400E. DESIGNATION OF RENEWAL COMMUNITIES.

‘‘(a) DESIGNATION.—
‘‘(1) DEFINITIONS.—For purposes of this title, the term

‘renewal community’ means any area—
‘‘(A) which is nominated by 1 or more local governments

and the State or States in which it is located for designation
as a renewal community (hereafter in this section referred
to as a ‘nominated area’), and

‘‘(B) which the Secretary of Housing and Urban
Development designates as a renewal community, after
consultation with—

‘‘(i) the Secretaries of Agriculture, Commerce,
Labor, and the Treasury; the Director of the Office
of Management and Budget, and the Administrator
of the Small Business Administration, and

‘‘(ii) in the case of an area on an Indian reservation,
the Secretary of the Interior.

‘‘(2) NUMBER OF DESIGNATIONS.—
‘‘(A) IN GENERAL.—Not more than 40 nominated areas

may be designated as renewal communities.
‘‘(B) MINIMUM DESIGNATION IN RURAL AREAS.—Of the

areas designated under paragraph (1), at least 12 must
be areas—

‘‘(i) which are within a local government jurisdic-
tion or jurisdictions with a population of less than
50,000,

‘‘(ii) which are outside of a metropolitan statistical
area (within the meaning of section 143(k)(2)(B)), or

‘‘(iii) which are determined by the Secretary of
Housing and Urban Development, after consultation
with the Secretary of Commerce, to be rural areas.

‘‘(3) AREAS DESIGNATED BASED ON DEGREE OF POVERTY,
ETC.—

‘‘(A) IN GENERAL.—Except as otherwise provided in
this section, the nominated areas designated as renewal
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communities under this subsection shall be those nomi-
nated areas with the highest average ranking with respect
to the criteria described in subparagraphs (B), (C), and
(D) of subsection (c)(3). For purposes of the preceding sen-
tence, an area shall be ranked within each such criterion
on the basis of the amount by which the area exceeds
such criterion, with the area which exceeds such criterion
by the greatest amount given the highest ranking.

‘‘(B) EXCEPTION WHERE INADEQUATE COURSE OF ACTION,
ETC.—An area shall not be designated under subparagraph
(A) if the Secretary of Housing and Urban Development
determines that the course of action described in subsection
(d)(2) with respect to such area is inadequate.

‘‘(C) PREFERENCE FOR ENTERPRISE COMMUNITIES AND
EMPOWERMENT ZONES.—With respect to the first 20 des-
ignations made under this section, a preference shall be
provided to those nominated areas which are enterprise
communities or empowerment zones (and are otherwise
eligible for designation under this section).
‘‘(4) LIMITATION ON DESIGNATIONS.—

‘‘(A) PUBLICATION OF REGULATIONS.—The Secretary of
Housing and Urban Development shall prescribe by regula-
tion no later than 4 months after the date of the enactment
of this section, after consultation with the officials described
in paragraph (1)(B)—

‘‘(i) the procedures for nominating an area under
paragraph (1)(A),

‘‘(ii) the parameters relating to the size and popu-
lation characteristics of a renewal community, and

‘‘(iii) the manner in which nominated areas will
be evaluated based on the criteria specified in sub-
section (d).
‘‘(B) TIME LIMITATIONS.—The Secretary of Housing and

Urban Development may designate nominated areas as
renewal communities only during the period beginning on
the first day of the first month following the month in
which the regulations described in subparagraph (A) are
prescribed and ending on December 31, 2001.

‘‘(C) PROCEDURAL RULES.—The Secretary of Housing
and Urban Development shall not make any designation
of a nominated area as a renewal community under para-
graph (2) unless—

‘‘(i) the local governments and the States in which
the nominated area is located have the authority—

‘‘(I) to nominate such area for designation as
a renewal community,

‘‘(II) to make the State and local commitments
described in subsection (d), and

‘‘(III) to provide assurances satisfactory to the
Secretary of Housing and Urban Development that
such commitments will be fulfilled,
‘‘(ii) a nomination regarding such area is submitted

in such a manner and in such form, and contains
such information, as the Secretary of Housing and
Urban Development shall by regulation prescribe, and
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‘‘(iii) the Secretary of Housing and Urban Develop-
ment determines that any information furnished is
reasonably accurate.

‘‘(5) NOMINATION PROCESS FOR INDIAN RESERVATIONS.—For
purposes of this subchapter, in the case of a nominated area
on an Indian reservation, the reservation governing body (as
determined by the Secretary of the Interior) shall be treated
as being both the State and local governments with respect
to such area.
‘‘(b) PERIOD FOR WHICH DESIGNATION IS IN EFFECT.—

‘‘(1) IN GENERAL.—Any designation of an area as a renewal
community shall remain in effect during the period beginning
on January 1, 2002, and ending on the earliest of—

‘‘(A) December 31, 2009,
‘‘(B) the termination date designated by the State and

local governments in their nomination, or
‘‘(C) the date the Secretary of Housing and Urban

Development revokes such designation.
‘‘(2) REVOCATION OF DESIGNATION.—The Secretary of Hous-

ing and Urban Development may revoke the designation under
this section of an area if such Secretary determines that the
local government or the State in which the area is located—

‘‘(A) has modified the boundaries of the area, or
‘‘(B) is not complying substantially with, or fails to

make progress in achieving, the State or local commit-
ments, respectively, described in subsection (d).
‘‘(3) EARLIER TERMINATION OF CERTAIN BENEFITS IF EARLIER

TERMINATION OF DESIGNATION.—If the designation of an area
as a renewal community terminates before December 31, 2009,
the day after the date of such termination shall be substituted
for ‘January 1, 2010’ each place it appears in sections 1400F
and 1400J with respect to such area.
‘‘(c) AREA AND ELIGIBILITY REQUIREMENTS.—

‘‘(1) IN GENERAL.—The Secretary of Housing and Urban
Development may designate a nominated area as a renewal
community under subsection (a) only if the area meets the
requirements of paragraphs (2) and (3) of this subsection.

‘‘(2) AREA REQUIREMENTS.—A nominated area meets the
requirements of this paragraph if—

‘‘(A) the area is within the jurisdiction of one or more
local governments,

‘‘(B) the boundary of the area is continuous, and
‘‘(C) the area—

‘‘(i) has a population of not more than 200,000
and at least—

‘‘(I) 4,000 if any portion of such area (other
than a rural area described in subsection
(a)(2)(B)(i)) is located within a metropolitan statis-
tical area (within the meaning of section
143(k)(2)(B)) which has a population of 50,000 or
greater, or

‘‘(II) 1,000 in any other case, or
‘‘(ii) is entirely within an Indian reservation (as

determined by the Secretary of the Interior).
‘‘(3) ELIGIBILITY REQUIREMENTS.—A nominated area meets

the requirements of this paragraph if the State and the local
governments in which it is located certify in writing (and the
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Secretary of Housing and Urban Development, after such
review of supporting data as he deems appropriate, accepts
such certification) that—

‘‘(A) the area is one of pervasive poverty, unemploy-
ment, and general distress,

‘‘(B) the unemployment rate in the area, as determined
by the most recent available data, was at least 11⁄2 times
the national unemployment rate for the period to which
such data relate,

‘‘(C) the poverty rate for each population census tract
within the nominated area is at least 20 percent, and

‘‘(D) in the case of an urban area, at least 70 percent
of the households living in the area have incomes below
80 percent of the median income of households within
the jurisdiction of the local government (determined in
the same manner as under section 119(b)(2) of the Housing
and Community Development Act of 1974).
‘‘(4) CONSIDERATION OF OTHER FACTORS.—The Secretary

of Housing and Urban Development, in selecting any nominated
area for designation as a renewal community under this
section—

‘‘(A) shall take into account—
‘‘(i) the extent to which such area has a high

incidence of crime, or
‘‘(ii) if such area has census tracts identified in

the May 12, 1998, report of the General Accounting
Office regarding the identification of economically dis-
tressed areas, and
‘‘(B) with respect to 1 of the areas to be designated

under subsection (a)(2)(B), may, in lieu of any criteria
described in paragraph (3), take into account the existence
of outmigration from the area.

‘‘(d) REQUIRED STATE AND LOCAL COMMITMENTS.—
‘‘(1) IN GENERAL.—The Secretary of Housing and Urban

Development may designate any nominated area as a renewal
community under subsection (a) only if—

‘‘(A) the local government and the State in which the
area is located agree in writing that, during any period
during which the area is a renewal community, such
governments will follow a specified course of action which
meets the requirements of paragraph (2) and is designed
to reduce the various burdens borne by employers or
employees in such area, and

‘‘(B) the economic growth promotion requirements of
paragraph (3) are met.
‘‘(2) COURSE OF ACTION.—

‘‘(A) IN GENERAL.—A course of action meets the require-
ments of this paragraph if such course of action is a written
document, signed by a State (or local government) and
neighborhood organizations, which evidences a partnership
between such State or government and community-based
organizations and which commits each signatory to specific
and measurable goals, actions, and timetables. Such course
of action shall include at least 4 of the following:

‘‘(i) A reduction of tax rates or fees applying within
the renewal community.
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‘‘(ii) An increase in the level of efficiency of local
services within the renewal community.

‘‘(iii) Crime reduction strategies, such as crime
prevention (including the provision of crime prevention
services by nongovernmental entities).

‘‘(iv) Actions to reduce, remove, simplify, or stream-
line governmental requirements applying within the
renewal community.

‘‘(v) Involvement in the program by private enti-
ties, organizations, neighborhood organizations, and
community groups, particularly those in the renewal
community, including a commitment from such private
entities to provide jobs and job training for, and tech-
nical, financial, or other assistance to, employers,
employees, and residents from the renewal community.

‘‘(vi) The gift (or sale at below fair market value)
of surplus real property (such as land, homes, and
commercial or industrial structures) in the renewal
community to neighborhood organizations, community
development corporations, or private companies.
‘‘(B) RECOGNITION OF PAST EFFORTS.—For purposes of

this section, in evaluating the course of action agreed to
by any State or local government, the Secretary of Housing
and Urban Development shall take into account the past
efforts of such State or local government in reducing the
various burdens borne by employers and employees in the
area involved.
‘‘(3) ECONOMIC GROWTH PROMOTION REQUIREMENTS.—The

economic growth promotion requirements of this paragraph
are met with respect to a nominated area if the local govern-
ment and the State in which such area is located certify in
writing that such government and State (respectively) have
repealed or reduced, will not enforce, or will reduce within
the nominated area at least 4 of the following:

‘‘(A) Licensing requirements for occupations that do
not ordinarily require a professional degree.

‘‘(B) Zoning restrictions on home-based businesses
which do not create a public nuisance.

‘‘(C) Permit requirements for street vendors who do
not create a public nuisance.

‘‘(D) Zoning or other restrictions that impede the forma-
tion of schools or child care centers.

‘‘(E) Franchises or other restrictions on competition
for businesses providing public services, including taxicabs,
jitneys, cable television, or trash hauling.

This paragraph shall not apply to the extent that such regula-
tion of businesses and occupations is necessary for and well-
tailored to the protection of health and safety.
‘‘(e) COORDINATION WITH TREATMENT OF EMPOWERMENT ZONES

AND ENTERPRISE COMMUNITIES.—For purposes of this title, the des-
ignation under section 1391 of any area as an empowerment zone
or enterprise community shall cease to be in effect as of the date
that the designation of any portion of such area as a renewal
community takes effect.

‘‘(f ) DEFINITIONS AND SPECIAL RULES.—For purposes of this
subchapter—
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‘‘(1) GOVERNMENTS.—If more than one government seeks
to nominate an area as a renewal community, any reference
to, or requirement of, this section shall apply to all such govern-
ments.

‘‘(2) LOCAL GOVERNMENT.—The term ‘local government’
means—

‘‘(A) any county, city, town, township, parish, village,
or other general purpose political subdivision of a State,
and

‘‘(B) any combination of political subdivisions described
in subparagraph (A) recognized by the Secretary of Housing
and Urban Development.
‘‘(3) APPLICATION OF RULES RELATING TO CENSUS TRACTS.—

The rules of section 1392(b)(4) shall apply.
‘‘(4) CENSUS DATA.—Population and poverty rate shall be

determined by using 1990 census data.

‘‘PART II—RENEWAL COMMUNITY CAPITAL
GAIN; RENEWAL COMMUNITY BUSINESS

‘‘Sec. 1400F. Renewal community capital gain.
‘‘Sec. 1400G. Renewal community business defined.

‘‘SEC. 1400F. RENEWAL COMMUNITY CAPITAL GAIN.

‘‘(a) GENERAL RULE.—Gross income does not include any quali-
fied capital gain from the sale or exchange of a qualified community
asset held for more than 5 years.

‘‘(b) QUALIFIED COMMUNITY ASSET.—For purposes of this
section—

‘‘(1) IN GENERAL.—The term ‘qualified community asset’
means—

‘‘(A) any qualified community stock,
‘‘(B) any qualified community partnership interest, and
‘‘(C) any qualified community business property.

‘‘(2) QUALIFIED COMMUNITY STOCK.—
‘‘(A) IN GENERAL.—Except as provided in subparagraph

(B), the term ‘qualified community stock’ means any stock
in a domestic corporation if—

‘‘(i) such stock is acquired by the taxpayer after
December 31, 2001, and before January 1, 2010, at
its original issue (directly or through an underwriter)
from the corporation solely in exchange for cash,

‘‘(ii) as of the time such stock was issued, such
corporation was a renewal community business (or,
in the case of a new corporation, such corporation
was being organized for purposes of being a renewal
community business), and

‘‘(iii) during substantially all of the taxpayer’s hold-
ing period for such stock, such corporation qualified
as a renewal community business.
‘‘(B) REDEMPTIONS.—A rule similar to the rule of sec-

tion 1202(c)(3) shall apply for purposes of this paragraph.
‘‘(3) QUALIFIED COMMUNITY PARTNERSHIP INTEREST.—The

term ‘qualified community partnership interest’ means any cap-
ital or profits interest in a domestic partnership if—

‘‘(A) such interest is acquired by the taxpayer after
December 31, 2001, and before January 1, 2010, from the
partnership solely in exchange for cash,
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‘‘(B) as of the time such interest was acquired, such
partnership was a renewal community business (or, in
the case of a new partnership, such partnership was being
organized for purposes of being a renewal community busi-
ness), and

‘‘(C) during substantially all of the taxpayer’s holding
period for such interest, such partnership qualified as a
renewal community business.

A rule similar to the rule of paragraph (2)(B) shall apply
for purposes of this paragraph.

‘‘(4) QUALIFIED COMMUNITY BUSINESS PROPERTY.—
‘‘(A) IN GENERAL.—The term ‘qualified community busi-

ness property’ means tangible property if—
‘‘(i) such property was acquired by the taxpayer

by purchase (as defined in section 179(d)(2)) after
December 31, 2001, and before January 1, 2010,

‘‘(ii) the original use of such property in the
renewal community commences with the taxpayer, and

‘‘(iii) during substantially all of the taxpayer’s hold-
ing period for such property, substantially all of the
use of such property was in a renewal community
business of the taxpayer.
‘‘(B) SPECIAL RULE FOR SUBSTANTIAL IMPROVEMENTS.—

The requirements of clauses (i) and (ii) of subparagraph
(A) shall be treated as satisfied with respect to—

‘‘(i) property which is substantially improved by
the taxpayer before January 1, 2010, and

‘‘(ii) any land on which such property is located.
The determination of whether a property is substantially
improved shall be made under clause (ii) of section
1400B(b)(4)(B), except that ‘December 31, 2001’ shall be
substituted for ‘December 31, 1997’ in such clause.

‘‘(c) QUALIFIED CAPITAL GAIN.—For purposes of this section—
‘‘(1) IN GENERAL.—Except as otherwise provided in this

subsection, the term ‘qualified capital gain’ means any gain
recognized on the sale or exchange of—

‘‘(A) a capital asset, or
‘‘(B) property used in the trade or business (as defined

in section 1231(b)).
‘‘(2) GAIN BEFORE 2002 OR AFTER 2014 NOT QUALIFIED.—

The term ‘qualified capital gain’ shall not include any gain
attributable to periods before January 1, 2002, or after Decem-
ber 31, 2014.

‘‘(3) CERTAIN RULES TO APPLY.—Rules similar to the rules
of paragraphs (3), (4), and (5) of section 1400B(e) shall apply
for purposes of this subsection.
‘‘(d) CERTAIN RULES TO APPLY.—For purposes of this section,

rules similar to the rules of paragraphs (5), (6), and (7) of subsection
(b), and subsections (f ) and (g), of section 1400B shall apply; except
that for such purposes section 1400B(g)(2) shall be applied by
substituting ‘January 1, 2002’ for ‘January 1, 1998’ and ‘December
31, 2014’ for ‘December 31, 2008’.

‘‘(e) REGULATIONS.—The Secretary shall prescribe such regula-
tions as may be appropriate to carry out the purposes of this
section, including regulations to prevent the abuse of the purposes
of this section.
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‘‘SEC. 1400G. RENEWAL COMMUNITY BUSINESS DEFINED.

‘‘For purposes of this subchapter, the term ‘renewal community
business’ means any entity or proprietorship which would be a
qualified business entity or qualified proprietorship under section
1397C if references to renewal communities were substituted for
references to empowerment zones in such section.

‘‘PART III—ADDITIONAL INCENTIVES

‘‘Sec. 1400H. Renewal community employment credit.
‘‘Sec. 1400I. Commercial revitalization deduction.
‘‘Sec. 1400J. Increase in expensing under section 179.

‘‘SEC. 1400H. RENEWAL COMMUNITY EMPLOYMENT CREDIT.

‘‘(a) IN GENERAL.—Subject to the modification in subsection
(b), a renewal community shall be treated as an empowerment
zone for purposes of section 1396 with respect to wages paid or
incurred after December 31, 2001.

‘‘(b) MODIFICATION.—In applying section 1396 with respect to
renewal communities—

‘‘(1) the applicable percentage shall be 15 percent, and
‘‘(2) subsection (c) thereof shall be applied by substituting

‘$10,000’ for ‘$15,000’ each place it appears.

‘‘SEC. 1400I. COMMERCIAL REVITALIZATION DEDUCTION.

‘‘(a) GENERAL RULE.—At the election of the taxpayer, either—
‘‘(1) one-half of any qualified revitalization expenditures

chargeable to capital account with respect to any qualified
revitalization building shall be allowable as a deduction for
the taxable year in which the building is placed in service,
or

‘‘(2) a deduction for all such expenditures shall be allowable
ratably over the 120-month period beginning with the month
in which the building is placed in service.
‘‘(b) QUALIFIED REVITALIZATION BUILDINGS AND EXPENDI-

TURES.—For purposes of this section—
‘‘(1) QUALIFIED REVITALIZATION BUILDING.—The term ‘quali-

fied revitalization building’ means any building (and its struc-
tural components) if—

‘‘(A) the building is placed in service by the taxpayer
in a renewal community and the original use of the building
begins with the taxpayer, or

‘‘(B) in the case of such building not described in
subparagraph (A), such building—

‘‘(i) is substantially rehabilitated (within the mean-
ing of section 47(c)(1)(C)) by the taxpayer, and

‘‘(ii) is placed in service by the taxpayer after the
rehabilitation in a renewal community.

‘‘(2) QUALIFIED REVITALIZATION EXPENDITURE.—
‘‘(A) IN GENERAL.—The term ‘qualified revitalization

expenditure’ means any amount properly chargeable to cap-
ital account for property for which depreciation is allowable
under section 168 (without regard to this section) and
which is—

‘‘(i) nonresidential real property (as defined in sec-
tion 168(e)), or
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‘‘(ii) section 1250 property (as defined in section
1250(c)) which is functionally related and subordinate
to property described in clause (i).
‘‘(B) CERTAIN EXPENDITURES NOT INCLUDED.—

‘‘(i) ACQUISITION COST.—In the case of a building
described in paragraph (1)(B), the cost of acquiring
the building or interest therein shall be treated as
a qualified revitalization expenditure only to the extent
that such cost does not exceed 30 percent of the aggre-
gate qualified revitalization expenditures (determined
without regard to such cost) with respect to such build-
ing.

‘‘(ii) CREDITS.—The term ‘qualified revitalization
expenditure’ does not include any expenditure which
the taxpayer may take into account in computing any
credit allowable under this title unless the taxpayer
elects to take the expenditure into account only for
purposes of this section.

‘‘(c) DOLLAR LIMITATION.—The aggregate amount which may
be treated as qualified revitalization expenditures with respect to
any qualified revitalization building shall not exceed the lesser
of—

‘‘(1) $10,000,000, or
‘‘(2) the commercial revitalization expenditure amount allo-

cated to such building under this section by the commercial
revitalization agency for the State in which the building is
located.
‘‘(d) COMMERCIAL REVITALIZATION EXPENDITURE AMOUNT.—

‘‘(1) IN GENERAL.—The aggregate commercial revitalization
expenditure amount which a commercial revitalization agency
may allocate for any calendar year is the amount of the State
commercial revitalization expenditure ceiling determined under
this paragraph for such calendar year for such agency.

‘‘(2) STATE COMMERCIAL REVITALIZATION EXPENDITURE CEIL-
ING.—The State commercial revitalization expenditure ceiling
applicable to any State—

‘‘(A) for each calendar year after 2001 and before 2010
is $12,000,000 for each renewal community in the State,
and

‘‘(B) for each calendar year thereafter is zero.
‘‘(3) COMMERCIAL REVITALIZATION AGENCY.—For purposes

of this section, the term ‘commercial revitalization agency’
means any agency authorized by a State to carry out this
section.

‘‘(4) TIME AND MANNER OF ALLOCATIONS.—Allocations under
this section shall be made at the same time and in the same
manner as under paragraphs (1) and (7) of section 42(h).
‘‘(e) RESPONSIBILITIES OF COMMERCIAL REVITALIZATION AGEN-

CIES.—
‘‘(1) PLANS FOR ALLOCATION.—Notwithstanding any other

provision of this section, the commercial revitalization expendi-
ture amount with respect to any building shall be zero unless—

‘‘(A) such amount was allocated pursuant to a qualified
allocation plan of the commercial revitalization agency
which is approved (in accordance with rules similar to
the rules of section 147(f )(2) (other than subparagraph
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(B)(ii) thereof )) by the governmental unit of which such
agency is a part, and

‘‘(B) such agency notifies the chief executive officer
(or its equivalent) of the local jurisdiction within which
the building is located of such allocation and provides such
individual a reasonable opportunity to comment on the
allocation.
‘‘(2) QUALIFIED ALLOCATION PLAN.—For purposes of this

subsection, the term ‘qualified allocation plan’ means any
plan—

‘‘(A) which sets forth selection criteria to be used to
determine priorities of the commercial revitalization agency
which are appropriate to local conditions,

‘‘(B) which considers—
‘‘(i) the degree to which a project contributes to

the implementation of a strategic plan that is devised
for a renewal community through a citizen participa-
tion process,

‘‘(ii) the amount of any increase in permanent,
full-time employment by reason of any project, and

‘‘(iii) the active involvement of residents and non-
profit groups within the renewal community, and
‘‘(C) which provides a procedure that the agency (or

its agent) will follow in monitoring compliance with this
section.

‘‘(f ) SPECIAL RULES.—
‘‘(1) DEDUCTION IN LIEU OF DEPRECIATION.—The deduction

provided by this section for qualified revitalization expenditures
shall—

‘‘(A) with respect to the deduction determined under
subsection (a)(1), be in lieu of any depreciation deduction
otherwise allowable on account of one-half of such expendi-
tures, and

‘‘(B) with respect to the deduction determined under
subsection (a)(2), be in lieu of any depreciation deduction
otherwise allowable on account of all of such expenditures.
‘‘(2) BASIS ADJUSTMENT, ETC.—For purposes of sections 1016

and 1250, the deduction under this section shall be treated
in the same manner as a depreciation deduction. For purposes
of section 1250(b)(5), the straight line method of adjustment
shall be determined without regard to this section.

‘‘(3) SUBSTANTIAL REHABILITATIONS TREATED AS SEPARATE
BUILDINGS.—A substantial rehabilitation (within the meaning
of section 47(c)(1)(C)) of a building shall be treated as a separate
building for purposes of subsection (a).

‘‘(4) CLARIFICATION OF ALLOWANCE OF DEDUCTION UNDER
MINIMUM TAX.—Notwithstanding section 56(a)(1), the deduction
under this section shall be allowed in determining alternative
minimum taxable income under section 55.
‘‘(g) TERMINATION.—This section shall not apply to any building

placed in service after December 31, 2009.

‘‘SEC. 1400J. INCREASE IN EXPENSING UNDER SECTION 179.

‘‘(a) IN GENERAL.—For purposes of section 1397A—
‘‘(1) a renewal community shall be treated as an empower-

ment zone,
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‘‘(2) a renewal community business shall be treated as
an enterprise zone business, and

‘‘(3) qualified renewal property shall be treated as qualified
zone property.
‘‘(b) QUALIFIED RENEWAL PROPERTY.—For purposes of this

section—
‘‘(1) IN GENERAL.—The term ‘qualified renewal property’

means any property to which section 168 applies (or would
apply but for section 179) if—

‘‘(A) such property was acquired by the taxpayer by
purchase (as defined in section 179(d)(2)) after December
31, 2001, and before January 1, 2010, and

‘‘(B) such property would be qualified zone property
(as defined in section 1397D) if references to renewal
communities were substituted for references to empower-
ment zones in section 1397D.
‘‘(2) CERTAIN RULES TO APPLY.—The rules of subsections

(a)(2) and (b) of section 1397D shall apply for purposes of
this section.’’.
(b) EXCEPTION FOR COMMERCIAL REVITALIZATION DEDUCTION

FROM PASSIVE LOSS RULES.—
(1) Paragraph (3) of section 469(i) is amended by

redesignating subparagraphs (C), (D), and (E) as subparagraphs
(D), (E), and (F), respectively, and by inserting after subpara-
graph (B) the following new subparagraph:

‘‘(C) EXCEPTION FOR COMMERCIAL REVITALIZATION
DEDUCTION.—Subparagraph (A) shall not apply to any por-
tion of the passive activity loss for any taxable year which
is attributable to the commercial revitalization deduction
under section 1400I.’’.
(2) Subparagraph (E) of section 469(i)(3), as redesignated

by subparagraph (A), is amended to read as follows:
‘‘(E) ORDERING RULES TO REFLECT EXCEPTIONS AND

SEPARATE PHASE-OUTS.—If subparagraph (B), (C), or (D)
applies for a taxable year, paragraph (1) shall be applied—

‘‘(i) first to the portion of the passive activity loss
to which subparagraph (C) does not apply,

‘‘(ii) second to the portion of the passive activity
credit to which subparagraph (B) or (D) does not apply,

‘‘(iii) third to the portion of such credit to which
subparagraph (B) applies,

‘‘(iv) fourth to the portion of such loss to which
subparagraph (C) applies, and

‘‘(v) then to the portion of such credit to which
subparagraph (D) applies.’’.

(3)(A) Subparagraph (B) of section 469(i)(6) is amended
by striking ‘‘or’’ at the end of clause (i), by striking the period
at the end of clause (ii) and inserting ‘‘, or’’, and by adding
at the end the following new clause:

‘‘(iii) any deduction under section 1400I (relating
to commercial revitalization deduction).’’.

(B) The heading for such subparagraph (B) is amended
by striking ‘‘OR REHABILITATION CREDIT’’ and inserting ‘‘,
REHABILITATION CREDIT, OR COMMERCIAL REVITALIZATION
DEDUCTION’’.
(c) AUDIT AND REPORT.—Not later than January 31 of 2004,

2007, and 2010, the Comptroller General of the United States
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shall, pursuant to an audit of the renewal community program
established under section 1400E of the Internal Revenue Code
of 1986 (as added by subsection (a)) and the empowerment zone
and enterprise community program under subchapter U of chapter
1 of such Code, report to Congress on such program and its effect
on poverty, unemployment, and economic growth within the des-
ignated renewal communities, empowerment zones, and enterprise
communities.

(d) CLERICAL AMENDMENT.—The table of subchapters for chap-
ter 1 is amended by adding at the end the following new item:

‘‘Subchapter X. Renewal Communities.’’.

SEC. 102. WORK OPPORTUNITY CREDIT FOR HIRING YOUTH RESIDING
IN RENEWAL COMMUNITIES.

(a) HIGH-RISK YOUTH.—Subparagraphs (A)(ii) and (B) of section
51(d)(5) are each amended by striking ‘‘empowerment zone or enter-
prise community’’ and inserting ‘‘empowerment zone, enterprise
community, or renewal community’’.

(b) QUALIFIED SUMMER YOUTH EMPLOYEE.—Clause (iv) of sec-
tion 51(d)(7)(A) is amended by striking ‘‘empowerment zone or
enterprise community’’ and inserting ‘‘empowerment zone, enter-
prise community, or renewal community’’.

(c) HEADINGS.—Paragraphs (5)(B) and (7)(C) of section 51(d)
are each amended by inserting ‘‘OR COMMUNITY’’ in the heading
after ‘‘ZONE’’.

(d) EFFECTIVE DATE.—The amendments made by this section
shall apply to individuals who begin work for the employer after
December 31, 2001.

Subtitle B—Extension and Expansion of
Empowerment Zone Incentives

SEC. 111. AUTHORITY TO DESIGNATE 9 ADDITIONAL EMPOWERMENT
ZONES.

Section 1391 is amended by adding at the end the following
new subsection:

‘‘(h) ADDITIONAL DESIGNATIONS PERMITTED.—
‘‘(1) IN GENERAL.—In addition to the areas designated under

subsections (a) and (g), the appropriate Secretaries may des-
ignate in the aggregate an additional 9 nominated areas as
empowerment zones under this section, subject to the availabil-
ity of eligible nominated areas. Of that number, not more
than seven may be designated in urban areas and not more
than 2 may be designated in rural areas.

‘‘(2) PERIOD DESIGNATIONS MAY BE MADE AND TAKE
EFFECT.—A designation may be made under this subsection
after the date of the enactment of this subsection and before
January 1, 2002. Subject to subparagraphs (B) and (C) of sub-
section (d)(1), such designations shall remain in effect during
the period beginning on January 1, 2002, and ending on Decem-
ber 31, 2009.

‘‘(3) MODIFICATIONS TO ELIGIBILITY CRITERIA, ETC.—The
rules of subsection (g)(3) shall apply to designations under
this subsection.
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‘‘(4) EMPOWERMENT ZONES WHICH BECOME RENEWAL
COMMUNITIES.—The number of areas which may be designated
as empowerment zones under this subsection shall be increased
by 1 for each area which ceases to be an empowerment zone
by reason of section 1400E(e). Each additional area designated
by reason of the preceding sentence shall have the same urban
or rural character as the area it is replacing.’’.

SEC. 112. EXTENSION OF EMPOWERMENT ZONE TREATMENT THROUGH
2009.

Subparagraph (A) of section 1391(d)(1) (relating to period for
which designation is in effect) is amended to read as follows:

‘‘(A)(i) in the case of an empowerment zone, December
31, 2009, or

‘‘(ii) in the case of an enterprise community, the close
of the 10th calendar year beginning on or after such date
of designation,’’.

SEC. 113. 20 PERCENT EMPLOYMENT CREDIT FOR ALL EMPOWERMENT
ZONES.

(a) 20 PERCENT CREDIT.—Subsection (b) of section 1396 (relat-
ing to empowerment zone employment credit) is amended to read
as follows:

‘‘(b) APPLICABLE PERCENTAGE.—For purposes of this section,
the applicable percentage is 20 percent.’’.

(b) ALL EMPOWERMENT ZONES ELIGIBLE FOR CREDIT.—Section
1396 is amended by striking subsection (e).

(c) CONFORMING AMENDMENT.—Subsection (d) of section 1400
is amended to read as follows:

‘‘(d) SPECIAL RULE FOR APPLICATION OF EMPLOYMENT CREDIT.—
With respect to the DC Zone, section 1396(d)(1)(B) (relating to
empowerment zone employment credit) shall be applied by
substituting ‘the District of Columbia’ for ‘such empowerment
zone’.’’.

(d) EFFECTIVE DATE.—The amendments made by this section
shall apply to wages paid or incurred after December 31, 2001.
SEC. 114. INCREASED EXPENSING UNDER SECTION 179.

(a) IN GENERAL.—Subparagraph (A) of section 1397A(a)(1) is
amended by striking ‘‘$20,000’’ and inserting ‘‘$35,000’’.

(b) EXPENSING FOR PROPERTY USED IN DEVELOPABLE SITES.—
Section 1397A is amended by striking subsection (c).

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 2001.
SEC. 115. HIGHER LIMITS ON TAX-EXEMPT EMPOWERMENT ZONE

FACILITY BONDS.

(a) IN GENERAL.—Paragraph (3) of section 1394(f ) (relating
to bonds for empowerment zones designated under section 1391(g))
is amended to read as follows:

‘‘(3) EMPOWERMENT ZONE FACILITY BOND.—For purposes
of this subsection, the term ‘empowerment zone facility bond’
means any bond which would be described in subsection (a)
if—

‘‘(A) in the case of obligations issued before January
1, 2002, only empowerment zones designated under section
1391(g) were taken into account under sections 1397C and
1397D, and

VerDate 27-APR-2000 07:52 Feb 16, 2001 Jkt 089139 PO 00000 Frm 00603 Fmt 6580 Sfmt 6581 W:\PUBLAW\PUBL554.106 ofrpc45 PsN: ofrpc45



114 STAT. 2763A–602 PUBLIC LAW 106–554—APPENDIX G

‘‘(B) in the case of obligations issued after December
31, 2001, all empowerment zones (other than the District
of Columbia Enterprise Zone) were taken into account
under sections 1397C and 1397D.’’.

(b) EFFECTIVE DATE.—The amendments made by this section
shall apply to obligations issued after December 31, 2001.
SEC. 116. NONRECOGNITION OF GAIN ON ROLLOVER OF EMPOWER-

MENT ZONE INVESTMENTS.

(a) IN GENERAL.—Part III of subchapter U of chapter 1 is
amended—

(1) by redesignating subpart C as subpart D,
(2) by redesignating sections 1397B and 1397C as sections

1397C and 1397D, respectively, and
(3) by inserting after subpart B the following new subpart:

‘‘Subpart C—Nonrecognition of Gain on Rollover
of Empowerment Zone Investments

‘‘Sec. 1397B. Nonrecognition of gain on rollover of empowerment zone in-
vestments.

‘‘SEC. 1397B. NONRECOGNITION OF GAIN ON ROLLOVER OF EMPOWER-
MENT ZONE INVESTMENTS.

‘‘(a) NONRECOGNITION OF GAIN.—In the case of any sale of
a qualified empowerment zone asset held by the taxpayer for more
than 1 year and with respect to which such taxpayer elects the
application of this section, gain from such sale shall be recognized
only to the extent that the amount realized on such sale exceeds—

‘‘(1) the cost of any qualified empowerment zone asset
(with respect to the same zone as the asset sold) purchased
by the taxpayer during the 60-day period beginning on the
date of such sale, reduced by

‘‘(2) any portion of such cost previously taken into account
under this section.
‘‘(b) DEFINITIONS AND SPECIAL RULES.—For purposes of this

section—
‘‘(1) QUALIFIED EMPOWERMENT ZONE ASSET.—

‘‘(A) IN GENERAL.—The term ‘qualified empowerment
zone asset’ means any property which would be a qualified
community asset (as defined in section 1400F) if in section
1400F—

‘‘(i) references to empowerment zones were sub-
stituted for references to renewal communities,

‘‘(ii) references to enterprise zone businesses (as
defined in section 1397C) were substituted for ref-
erences to renewal community businesses, and

‘‘(iii) the date of the enactment of this paragraph
were substituted for ‘December 31, 2001’ each place
it appears.
‘‘(B) TREATMENT OF DC ZONE.—The District of Columbia

Enterprise Zone shall not be treated as an empowerment
zone for purposes of this section.
‘‘(2) CERTAIN GAIN NOT ELIGIBLE FOR ROLLOVER.—This sec-

tion shall not apply to—
‘‘(A) any gain which is treated as ordinary income

for purposes of this subtitle, and
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‘‘(B) any gain which is attributable to real property,
or an intangible asset, which is not an integral part of
an enterprise zone business.
‘‘(3) PURCHASE.—A taxpayer shall be treated as having

purchased any property if, but for paragraph (4), the unadjusted
basis of such property in the hands of the taxpayer would
be its cost (within the meaning of section 1012).

‘‘(4) BASIS ADJUSTMENTS.—If gain from any sale is not
recognized by reason of subsection (a), such gain shall be
applied to reduce (in the order acquired) the basis for determin-
ing gain or loss of any qualified empowerment zone asset which
is purchased by the taxpayer during the 60-day period described
in subsection (a). This paragraph shall not apply for purposes
of section 1202.

‘‘(5) HOLDING PERIOD.—For purposes of determining
whether the nonrecognition of gain under subsection (a) applies
to any qualified empowerment zone asset which is sold—

‘‘(A) the taxpayer’s holding period for such asset and
the asset referred to in subsection (a)(1) shall be determined
without regard to section 1223, and

‘‘(B) only the first year of the taxpayer’s holding period
for the asset referred to in subsection (a)(1) shall be taken
into account for purposes of paragraphs (2)(A)(iii), (3)(C),
and (4)(A)(iii) of section 1400F(b).’’.

(b) CONFORMING AMENDMENTS.—
(1) Paragraph (23) of section 1016(a) is amended—

(A) by striking ‘‘or 1045’’ and inserting ‘‘1045, or
1397B’’, and

(B) by striking ‘‘or 1045(b)(4)’’ and inserting ‘‘1045(b)(4),
or 1397B(b)(4)’’.
(2) Paragraph (15) of section 1223 is amended to read

as follows:
‘‘(15) Except for purposes of sections 1202(a)(2),

1202(c)(2)(A), 1400B(b), and 1400F(b), in determining the period
for which the taxpayer has held property the acquisition of
which resulted under section 1045 or 1397B in the nonrecogni-
tion of any part of the gain realized on the sale of other
property, there shall be included the period for which such
other property has been held as of the date of such sale.’’.

(3) Paragraph (2) of section 1394(b) is amended—
(A) by striking ‘‘section 1397C’’ and inserting ‘‘section

1397D’’, and
(B) by striking ‘‘section 1397C(a)(2)’’ and inserting ‘‘sec-

tion 1397D(a)(2)’’.
(4) Paragraph (3) of section 1394(b) is amended—

(A) by striking ‘‘section 1397B’’ each place it appears
and inserting ‘‘section 1397C’’, and

(B) by striking ‘‘section 1397B(d)’’ and inserting ‘‘sec-
tion 1397C(d)’’.
(5) Sections 1400(e) and 1400B(c) are each amended by

striking ‘‘section 1397B’’ each place it appears and inserting
‘‘section 1397C’’.
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(6) The table of subparts for part III of subchapter U
of chapter 1 is amended by striking the last item and inserting
the following new items:

‘‘Subpart C. Nonrecognition of gain on rollover of empowerment zone invest-
ments.

‘‘Subpart D. General provisions.’’.

(7) The table of sections for subpart D of such part III
is amended to read as follows:

‘‘Sec. 1397C. Enterprise zone business defined.
‘‘Sec. 1397D. Qualified zone property defined.’’.

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to qualified empowerment zone assets acquired after
the date of the enactment of this Act.

SEC. 117. INCREASED EXCLUSION OF GAIN ON SALE OF EMPOWER-
MENT ZONE STOCK.

(a) IN GENERAL.—Subsection (a) of section 1202 is amended
to read as follows:

‘‘(a) EXCLUSION.—
‘‘(1) IN GENERAL.—In the case of a taxpayer other than

a corporation, gross income shall not include 50 percent of
any gain from the sale or exchange of qualified small business
stock held for more than 5 years.

‘‘(2) EMPOWERMENT ZONE BUSINESSES.—
‘‘(A) IN GENERAL.—In the case of qualified small busi-

ness stock acquired after the date of the enactment of
this paragraph in a corporation which is a qualified busi-
ness entity (as defined in section 1397C(b)) during substan-
tially all of the taxpayer’s holding period for such stock,
paragraph (1) shall be applied by substituting ‘60 percent’
for ‘50 percent’.

‘‘(B) CERTAIN RULES TO APPLY.—Rules similar to the
rules of paragraphs (5) and (7) of section 1400B(b) shall
apply for purposes of this paragraph.

‘‘(C) GAIN AFTER 2014 NOT QUALIFIED.—Subparagraph
(A) shall not apply to gain attributable to periods after
December 31, 2014.

‘‘(D) TREATMENT OF DC ZONE.—The District of Colum-
bia Enterprise Zone shall not be treated as an empower-
ment zone for purposes of this paragraph.’’.

(b) CONFORMING AMENDMENTS.—
(1) Paragraph (8) of section 1(h) is amended by striking

‘‘means’’ and all that follows and inserting ‘‘means the excess
of—

‘‘(A) the gain which would be excluded from gross
income under section 1202 but for the percentage limitation
in section 1202(a), over

‘‘(B) the gain excluded from gross income under section
1202.’’.
(2) The section heading for section 1202 is amended by

striking ‘‘50-PERCENT’’ and inserting ‘‘PARTIAL’’.
(3) The table of sections for part I of subchapter P of

chapter 1 is amended by striking ‘‘50-percent’’ and inserting
‘‘Partial’’.
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(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to stock acquired after the date of the enactment of
this Act.

Subtitle C—New Markets Tax Credit

SEC. 121. NEW MARKETS TAX CREDIT.

(a) IN GENERAL.—Subpart D of part IV of subchapter A of
chapter 1 (relating to business-related credits) is amended by adding
at the end the following new section:

‘‘SEC. 45D. NEW MARKETS TAX CREDIT.

‘‘(a) ALLOWANCE OF CREDIT.—
‘‘(1) IN GENERAL.—For purposes of section 38, in the case

of a taxpayer who holds a qualified equity investment on a
credit allowance date of such investment which occurs during
the taxable year, the new markets tax credit determined under
this section for such taxable year is an amount equal to the
applicable percentage of the amount paid to the qualified
community development entity for such investment at its origi-
nal issue.

‘‘(2) APPLICABLE PERCENTAGE.—For purposes of paragraph
(1), the applicable percentage is—

‘‘(A) 5 percent with respect to the first 3 credit allow-
ance dates, and

‘‘(B) 6 percent with respect to the remainder of the
credit allowance dates.
‘‘(3) CREDIT ALLOWANCE DATE.—For purposes of paragraph

(1), the term ‘credit allowance date’ means, with respect to
any qualified equity investment—

‘‘(A) the date on which such investment is initially
made, and

‘‘(B) each of the 6 anniversary dates of such date there-
after.

‘‘(b) QUALIFIED EQUITY INVESTMENT.—For purposes of this
section—

‘‘(1) IN GENERAL.—The term ‘qualified equity investment’
means any equity investment in a qualified community develop-
ment entity if—

‘‘(A) such investment is acquired by the taxpayer at
its original issue (directly or through an underwriter) solely
in exchange for cash,

‘‘(B) substantially all of such cash is used by the quali-
fied community development entity to make qualified low-
income community investments, and

‘‘(C) such investment is designated for purposes of this
section by the qualified community development entity.

Such term shall not include any equity investment issued by
a qualified community development entity more than 5 years
after the date that such entity receives an allocation under
subsection (f ). Any allocation not used within such 5-year period
may be reallocated by the Secretary under subsection (f ).

‘‘(2) LIMITATION.—The maximum amount of equity invest-
ments issued by a qualified community development entity
which may be designated under paragraph (1)(C) by such entity
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shall not exceed the portion of the limitation amount allocated
under subsection (f ) to such entity.

‘‘(3) SAFE HARBOR FOR DETERMINING USE OF CASH.—The
requirement of paragraph (1)(B) shall be treated as met if
at least 85 percent of the aggregate gross assets of the qualified
community development entity are invested in qualified low-
income community investments.

‘‘(4) TREATMENT OF SUBSEQUENT PURCHASERS.—The term
‘qualified equity investment’ includes any equity investment
which would (but for paragraph (1)(A)) be a qualified equity
investment in the hands of the taxpayer if such investment
was a qualified equity investment in the hands of a prior
holder.

‘‘(5) REDEMPTIONS.—A rule similar to the rule of section
1202(c)(3) shall apply for purposes of this subsection.

‘‘(6) EQUITY INVESTMENT.—The term ‘equity investment’
means—

‘‘(A) any stock (other than nonqualified preferred stock
as defined in section 351(g)(2)) in an entity which is a
corporation, and

‘‘(B) any capital interest in an entity which is a partner-
ship.

‘‘(c) QUALIFIED COMMUNITY DEVELOPMENT ENTITY.—For pur-
poses of this section—

‘‘(1) IN GENERAL.—The term ‘qualified community develop-
ment entity’ means any domestic corporation or partnership
if—

‘‘(A) the primary mission of the entity is serving, or
providing investment capital for, low-income communities
or low-income persons,

‘‘(B) the entity maintains accountability to residents
of low-income communities through their representation
on any governing board of the entity or on any advisory
board to the entity, and

‘‘(C) the entity is certified by the Secretary for purposes
of this section as being a qualified community development
entity.
‘‘(2) SPECIAL RULES FOR CERTAIN ORGANIZATIONS.—The

requirements of paragraph (1) shall be treated as met by—
‘‘(A) any specialized small business investment com-

pany (as defined in section 1044(c)(3)), and
‘‘(B) any community development financial institution

(as defined in section 103 of the Community Development
Banking and Financial Institutions Act of 1994 (12 U.S.C.
4702)).

‘‘(d) QUALIFIED LOW-INCOME COMMUNITY INVESTMENTS.—For
purposes of this section—

‘‘(1) IN GENERAL.—The term ‘qualified low-income commu-
nity investment’ means—

‘‘(A) any capital or equity investment in, or loan to,
any qualified active low-income community business,

‘‘(B) the purchase from another qualified community
development entity of any loan made by such entity which
is a qualified low-income community investment,

‘‘(C) financial counseling and other services specified
in regulations prescribed by the Secretary to businesses
located in, and residents of, low-income communities, and
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‘‘(D) any equity investment in, or loan to, any qualified
community development entity.
‘‘(2) QUALIFIED ACTIVE LOW-INCOME COMMUNITY BUSI-

NESS.—
‘‘(A) IN GENERAL.—For purposes of paragraph (1), the

term ‘qualified active low-income community business’
means, with respect to any taxable year, any corporation
(including a nonprofit corporation) or partnership if for
such year—

‘‘(i) at least 50 percent of the total gross income
of such entity is derived from the active conduct of
a qualified business within any low-income community,

‘‘(ii) a substantial portion of the use of the tangible
property of such entity (whether owned or leased) is
within any low-income community,

‘‘(iii) a substantial portion of the services per-
formed for such entity by its employees are performed
in any low-income community,

‘‘(iv) less than 5 percent of the average of the
aggregate unadjusted bases of the property of such
entity is attributable to collectibles (as defined in sec-
tion 408(m)(2)) other than collectibles that are held
primarily for sale to customers in the ordinary course
of such business, and

‘‘(v) less than 5 percent of the average of the aggre-
gate unadjusted bases of the property of such entity
is attributable to nonqualified financial property (as
defined in section 1397C(e)).
‘‘(B) PROPRIETORSHIP.—Such term shall include any

business carried on by an individual as a proprietor if
such business would meet the requirements of subpara-
graph (A) were it incorporated.

‘‘(C) PORTIONS OF BUSINESS MAY BE QUALIFIED ACTIVE
LOW-INCOME COMMUNITY BUSINESS.—The term ‘qualified
active low-income community business’ includes any trades
or businesses which would qualify as a qualified active
low-income community business if such trades or
businesses were separately incorporated.
‘‘(3) QUALIFIED BUSINESS.—For purposes of this subsection,

the term ‘qualified business’ has the meaning given to such
term by section 1397C(d); except that—

‘‘(A) in lieu of applying paragraph (2)(B) thereof, the
rental to others of real property located in any low-income
community shall be treated as a qualified business if there
are substantial improvements located on such property,
and

‘‘(B) paragraph (3) thereof shall not apply.
‘‘(e) LOW-INCOME COMMUNITY.—For purposes of this section—

‘‘(1) IN GENERAL.—The term ‘low-income community’ means
any population census tract if—

‘‘(A) the poverty rate for such tract is at least 20
percent, or

‘‘(B)(i) in the case of a tract not located within a metro-
politan area, the median family income for such tract does
not exceed 80 percent of statewide median family income,
or
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‘‘(ii) in the case of a tract located within a metropolitan
area, the median family income for such tract does not
exceed 80 percent of the greater of statewide median family
income or the metropolitan area median family income.

Subparagraph (B) shall be applied using possessionwide median
family income in the case of census tracts located within a
possession of the United States.

‘‘(2) TARGETED AREAS.—The Secretary may designate any
area within any census tract as a low-income community if—

‘‘(A) the boundary of such area is continuous,
‘‘(B) the area would satisfy the requirements of para-

graph (1) if it were a census tract, and
‘‘(C) an inadequate access to investment capital exists

in such area.
‘‘(3) AREAS NOT WITHIN CENSUS TRACTS.—In the case of

an area which is not tracted for population census tracts, the
equivalent county divisions (as defined by the Bureau of the
Census for purposes of defining poverty areas) shall be used
for purposes of determining poverty rates and median family
income.
‘‘(f ) NATIONAL LIMITATION ON AMOUNT OF INVESTMENTS DES-

IGNATED.—
‘‘(1) IN GENERAL.—There is a new markets tax credit limita-

tion for each calendar year. Such limitation is—
‘‘(A) $1,000,000,000 for 2001,
‘‘(B) $1,500,000,000 for 2002 and 2003,
‘‘(C) $2,000,000,000 for 2004 and 2005, and
‘‘(D) $3,500,000,000 for 2006 and 2007.

‘‘(2) ALLOCATION OF LIMITATION.—The limitation under
paragraph (1) shall be allocated by the Secretary among quali-
fied community development entities selected by the Secretary.
In making allocations under the preceding sentence, the Sec-
retary shall give priority to any entity—

‘‘(A) with a record of having successfully provided cap-
ital or technical assistance to disadvantaged businesses
or communities, or

‘‘(B) which intends to satisfy the requirement under
subsection (b)(1)(B) by making qualified low-income
community investments in 1 or more businesses in which
persons unrelated to such entity (within the meaning of
section 267(b) or 707(b)(1)) hold the majority equity
interest.
‘‘(3) CARRYOVER OF UNUSED LIMITATION.—If the new mar-

kets tax credit limitation for any calendar year exceeds the
aggregate amount allocated under paragraph (2) for such year,
such limitation for the succeeding calendar year shall be
increased by the amount of such excess. No amount may be
carried under the preceding sentence to any calendar year
after 2014.
‘‘(g) RECAPTURE OF CREDIT IN CERTAIN CASES.—

‘‘(1) IN GENERAL.—If, at any time during the 7-year period
beginning on the date of the original issue of a qualified equity
investment in a qualified community development entity, there
is a recapture event with respect to such investment, then
the tax imposed by this chapter for the taxable year in which
such event occurs shall be increased by the credit recapture
amount.
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‘‘(2) CREDIT RECAPTURE AMOUNT.—For purposes of para-
graph (1), the credit recapture amount is an amount equal
to the sum of—

‘‘(A) the aggregate decrease in the credits allowed to
the taxpayer under section 38 for all prior taxable years
which would have resulted if no credit had been determined
under this section with respect to such investment, plus

‘‘(B) interest at the underpayment rate established
under section 6621 on the amount determined under
subparagraph (A) for each prior taxable year for the period
beginning on the due date for filing the return for the
prior taxable year involved.

No deduction shall be allowed under this chapter for interest
described in subparagraph (B).

‘‘(3) RECAPTURE EVENT.—For purposes of paragraph (1),
there is a recapture event with respect to an equity investment
in a qualified community development entity if—

‘‘(A) such entity ceases to be a qualified community
development entity,

‘‘(B) the proceeds of the investment cease to be used
as required of subsection (b)(1)(B), or

‘‘(C) such investment is redeemed by such entity.
‘‘(4) SPECIAL RULES.—

‘‘(A) TAX BENEFIT RULE.—The tax for the taxable year
shall be increased under paragraph (1) only with respect
to credits allowed by reason of this section which were
used to reduce tax liability. In the case of credits not
so used to reduce tax liability, the carryforwards and
carrybacks under section 39 shall be appropriately
adjusted.

‘‘(B) NO CREDITS AGAINST TAX.—Any increase in tax
under this subsection shall not be treated as a tax imposed
by this chapter for purposes of determining the amount
of any credit under this chapter or for purposes of section
55.

‘‘(h) BASIS REDUCTION.—The basis of any qualified equity
investment shall be reduced by the amount of any credit determined
under this section with respect to such investment. This subsection
shall not apply for purposes of sections 1202, 1400B, and 1400F.

‘‘(i) REGULATIONS.—The Secretary shall prescribe such regula-
tions as may be appropriate to carry out this section, including
regulations—

‘‘(1) which limit the credit for investments which are
directly or indirectly subsidized by other Federal tax benefits
(including the credit under section 42 and the exclusion from
gross income under section 103),

‘‘(2) which prevent the abuse of the purposes of this section,
‘‘(3) which provide rules for determining whether the

requirement of subsection (b)(1)(B) is treated as met,
‘‘(4) which impose appropriate reporting requirements, and
‘‘(5) which apply the provisions of this section to newly

formed entities.’’.
(b) CREDIT MADE PART OF GENERAL BUSINESS CREDIT.—

(1) IN GENERAL.—Subsection (b) of section 38 is amended
by striking ‘‘plus’’ at the end of paragraph (11), by striking
the period at the end of paragraph (12) and inserting ‘‘, plus’’,
and by adding at the end the following new paragraph:
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‘‘(13) the new markets tax credit determined under section
45D(a).’’.

(2) LIMITATION ON CARRYBACK.—Subsection (d) of section
39 is amended by adding at the end the following new para-
graph:

‘‘(9) NO CARRYBACK OF NEW MARKETS TAX CREDIT BEFORE
JANUARY 1, 2001.—No portion of the unused business credit
for any taxable year which is attributable to the credit under
section 45D may be carried back to a taxable year ending
before January 1, 2001.’’.
(c) DEDUCTION FOR UNUSED CREDIT.—Subsection (c) of section

196 is amended by striking ‘‘and’’ at the end of paragraph (7),
by striking the period at the end of paragraph (8) and inserting
‘‘, and’’, and by adding at the end the following new paragraph:

‘‘(9) the new markets tax credit determined under section
45D(a).’’.
(d) CLERICAL AMENDMENT.—The table of sections for subpart

D of part IV of subchapter A of chapter 1 is amended by adding
at the end the following new item:

‘‘Sec. 45D. New markets tax credit.’’.

(e) EFFECTIVE DATE.—The amendments made by this section
shall apply to investments made after December 31, 2000.

(f ) GUIDANCE ON ALLOCATION OF NATIONAL LIMITATION.—Not
later than 120 days after the date of the enactment of this Act,
the Secretary of the Treasury or the Secretary’s delegate shall
issue guidance which specifies—

(1) how entities shall apply for an allocation under section
45D(f )(2) of the Internal Revenue Code of 1986, as added by
this section;

(2) the competitive procedure through which such alloca-
tions are made; and

(3) the actions that such Secretary or delegate shall take
to ensure that such allocations are properly made to appropriate
entities.
(g) AUDIT AND REPORT.—Not later than January 31 of 2004,

2007, and 2010, the Comptroller General of the United States
shall, pursuant to an audit of the new markets tax credit program
established under section 45D of the Internal Revenue Code of
1986 (as added by subsection (a)), report to Congress on such
program, including all qualified community development entities
that receive an allocation under the new markets credit under
such section.

Subtitle D—Improvements in Low-Income
Housing Credit

SEC. 131. MODIFICATION OF STATE CEILING ON LOW-INCOME HOUS-
ING CREDIT.

(a) IN GENERAL.—Clauses (i) and (ii) of section 42(h)(3)(C)
(relating to State housing credit ceiling) are amended to read as
follows:

‘‘(i) the unused State housing credit ceiling (if any)
of such State for the preceding calendar year,

‘‘(ii) the greater of—
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‘‘(I) $1.75 ($1.50 for 2001) multiplied by the
State population, or

‘‘(II) $2,000,000,’’.
(b) ADJUSTMENT OF STATE CEILING FOR INCREASES IN COST-

OF-LIVING.—Paragraph (3) of section 42(h) (relating to housing
credit dollar amount for agencies) is amended by adding at the
end the following new subparagraph:

‘‘(H) COST-OF-LIVING ADJUSTMENT.—
‘‘(i) IN GENERAL.—In the case of a calendar year

after 2002, the $2,000,000 and $1.75 amounts in
subparagraph (C) shall each be increased by an amount
equal to—

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

under section 1(f )(3) for such calendar year by
substituting ‘calendar year 2001’ for ‘calendar year
1992’ in subparagraph (B) thereof.
‘‘(ii) ROUNDING.—

‘‘(I) In the case of the $2,000,000 amount, any
increase under clause (i) which is not a multiple
of $5,000 shall be rounded to the next lowest mul-
tiple of $5,000.

‘‘(II) In the case of the $1.75 amount, any
increase under clause (i) which is not a multiple
of 5 cents shall be rounded to the next lowest
multiple of 5 cents.’’.

(c) CONFORMING AMENDMENTS.—
(1) Section 42(h)(3)(C), as amended by subsection (a), is

amended—
(A) by striking ‘‘clause (ii)’’ in the matter following

clause (iv) and inserting ‘‘clause (i)’’; and
(B) by striking ‘‘clauses (i)’’ in the matter following

clause (iv) and inserting ‘‘clauses (ii)’’.
(2) Section 42(h)(3)(D)(ii) is amended—

(A) by striking ‘‘subparagraph (C)(ii)’’ and inserting
‘‘subparagraph (C)(i)’’; and

(B) by striking ‘‘clauses (i)’’ in subclause (II) and insert-
ing ‘‘clauses (ii)’’.

(d) EFFECTIVE DATE.—The amendments made by this section
shall apply to calendar years after 2000.

SEC. 132. MODIFICATION OF CRITERIA FOR ALLOCATING HOUSING
CREDITS AMONG PROJECTS.

(a) SELECTION CRITERIA.—Subparagraph (C) of section 42(m)(1)
(relating to certain selection criteria must be used) is amended—

(1) by inserting ‘‘, including whether the project includes
the use of existing housing as part of a community revitalization
plan’’ before the comma at the end of clause (iii); and

(2) by striking clauses (v), (vi), and (vii) and inserting
the following new clauses:

‘‘(v) tenant populations with special housing needs,
‘‘(vi) public housing waiting lists,
‘‘(vii) tenant populations of individuals with chil-

dren, and
‘‘(viii) projects intended for eventual tenant owner-

ship.’’.
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(b) PREFERENCE FOR COMMUNITY REVITALIZATION PROJECTS
LOCATED IN QUALIFIED CENSUS TRACTS.—Clause (ii) of section
42(m)(1)(B) is amended by striking ‘‘and’’ at the end of subclause
(I), by adding ‘‘and’’ at the end of subclause (II), and by inserting
after subclause (II) the following new subclause:

‘‘(III) projects which are located in qualified
census tracts (as defined in subsection (d)(5)(C))
and the development of which contributes to a
concerted community revitalization plan,’’.

SEC. 133. ADDITIONAL RESPONSIBILITIES OF HOUSING CREDIT AGEN-
CIES.

(a) MARKET STUDY; PUBLIC DISCLOSURE OF RATIONALE FOR
NOT FOLLOWING CREDIT ALLOCATION PRIORITIES.—Subparagraph
(A) of section 42(m)(1) (relating to responsibilities of housing credit
agencies) is amended by striking ‘‘and’’ at the end of clause (i),
by striking the period at the end of clause (ii) and inserting a
comma, and by adding at the end the following new clauses:

‘‘(iii) a comprehensive market study of the housing
needs of low-income individuals in the area to be served
by the project is conducted before the credit allocation
is made and at the developer’s expense by a disin-
terested party who is approved by such agency, and

‘‘(iv) a written explanation is available to the gen-
eral public for any allocation of a housing credit dollar
amount which is not made in accordance with estab-
lished priorities and selection criteria of the housing
credit agency.’’.

(b) SITE VISITS.—Clause (iii) of section 42(m)(1)(B) (relating
to qualified allocation plan) is amended by inserting before the
period ‘‘and in monitoring for noncompliance with habitability
standards through regular site visits’’.
SEC. 134. MODIFICATIONS TO RULES RELATING TO BASIS OF BUILDING

WHICH IS ELIGIBLE FOR CREDIT.

(a) ADJUSTED BASIS TO INCLUDE PORTION OF CERTAIN BUILD-
INGS USED BY LOW-INCOME INDIVIDUALS WHO ARE NOT TENANTS
AND BY PROJECT EMPLOYEES.—Paragraph (4) of section 42(d) (relat-
ing to special rules relating to determination of adjusted basis)
is amended—

(1) by striking ‘‘subparagraph (B)’’ in subparagraph (A)
and inserting ‘‘subparagraphs (B) and (C)’’;

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

(3) by inserting after subparagraph (B) the following new
subparagraph:

‘‘(C) INCLUSION OF BASIS OF PROPERTY USED TO PROVIDE
SERVICES FOR CERTAIN NONTENANTS.—

‘‘(i) IN GENERAL.—The adjusted basis of any build-
ing located in a qualified census tract (as defined in
paragraph (5)(C)) shall be determined by taking into
account the adjusted basis of property (of a character
subject to the allowance for depreciation and not other-
wise taken into account) used throughout the taxable
year in providing any community service facility.

‘‘(ii) LIMITATION.—The increase in the adjusted
basis of any building which is taken into account by
reason of clause (i) shall not exceed 10 percent of
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the eligible basis of the qualified low-income housing
project of which it is a part. For purposes of the preced-
ing sentence, all community service facilities which
are part of the same qualified low-income housing
project shall be treated as one facility.

‘‘(iii) COMMUNITY SERVICE FACILITY.—For purposes
of this subparagraph, the term ‘community service
facility’ means any facility designed to serve primarily
individuals whose income is 60 percent or less of area
median income (within the meaning of subsection
(g)(1)(B)).’’.

(b) CERTAIN NATIVE AMERICAN HOUSING ASSISTANCE DIS-
REGARDED IN DETERMINING WHETHER BUILDING IS FEDERALLY SUB-
SIDIZED FOR PURPOSES OF THE LOW-INCOME HOUSING CREDIT.—
Subparagraph (E) of section 42(i)(2) (relating to determination of
whether building is federally subsidized) is amended—

(1) in clause (i), by inserting ‘‘or the Native American
Housing Assistance and Self-Determination Act of 1996 (25
U.S.C. 4101 et seq.) (as in effect on October 1, 1997)’’ after
‘‘this subparagraph)’’; and

(2) in the subparagraph heading, by inserting ‘‘OR NATIVE
AMERICAN HOUSING ASSISTANCE’’ after ‘‘HOME ASSISTANCE’’.

SEC. 135. OTHER MODIFICATIONS.

(a) ALLOCATION OF CREDIT LIMIT TO CERTAIN BUILDINGS.—
(1) The first sentence of section 42(h)(1)(E)(ii) is amended

by striking ‘‘(as of’’ the first place it appears and inserting
‘‘(as of the later of the date which is 6 months after the
date that the allocation was made or’’.

(2) The last sentence of section 42(h)(3)(C) is amended
by striking ‘‘project which’’ and inserting ‘‘project which fails
to meet the 10 percent test under paragraph (1)(E)(ii) on a
date after the close of the calendar year in which the allocation
was made or which’’.
(b) DETERMINATION OF WHETHER BUILDINGS ARE LOCATED IN

HIGH COST AREAS.—The first sentence of section 42(d)(5)(C)(ii)(I)
is amended—

(1) by inserting ‘‘either’’ before ‘‘in which 50 percent’’; and
(2) by inserting before the period ‘‘or which has a poverty

rate of at least 25 percent’’.
SEC. 136. CARRYFORWARD RULES.

(a) IN GENERAL.—Clause (ii) of section 42(h)(3)(D) (relating
to unused housing credit carryovers allocated among certain States)
is amended by striking ‘‘the excess’’ and all that follows and insert-
ing ‘‘the excess (if any) of—

‘‘(I) the unused State housing credit ceiling
for the year preceding such year, over

‘‘(II) the aggregate housing credit dollar
amount allocated for such year.’’.

(b) CONFORMING AMENDMENT.—The second sentence of section
42(h)(3)(C) (relating to State housing credit ceiling) is amended
by striking ‘‘clauses (i) and (iii)’’ and inserting ‘‘clauses (i) through
(iv)’’.
SEC. 137. EFFECTIVE DATE.

Except as otherwise provided in this subtitle, the amendments
made by this subtitle shall apply to—
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(1) housing credit dollar amounts allocated after December
31, 2000; and

(2) buildings placed in service after such date to the extent
paragraph (1) of section 42(h) of the Internal Revenue Code
of 1986 does not apply to any building by reason of paragraph
(4) thereof, but only with respect to bonds issued after such
date.

Subtitle E—Other Community Renewal
and New Markets Assistance

PART I—PROVISIONS RELATING TO HOUSING
AND SUBSTANCE ABUSE PREVENTION AND
TREATMENT

SEC. 141. TRANSFER OF UNOCCUPIED AND SUBSTANDARD HUD-HELD
HOUSING TO LOCAL GOVERNMENTS AND COMMUNITY
DEVELOPMENT CORPORATIONS.

Section 204 of the Departments of Veterans Affairs and Housing
and Urban Development, and Independent Agencies Appropriations
Act, 1997 (12 U.S.C. 1715z–11a) is amended—

(1) by striking ‘‘FLEXIBLE AUTHORITY.—’’ and inserting
‘‘DISPOSITION OF HUD-OWNED PROPERTIES. (a) FLEXIBLE
AUTHORITY FOR MULTIFAMILY PROJECTS.—’’; and

(2) by adding at the end the following new subsection:
‘‘(b) TRANSFER OF UNOCCUPIED AND SUBSTANDARD HOUSING

TO LOCAL GOVERNMENTS AND COMMUNITY DEVELOPMENT CORPORA-
TIONS.—

‘‘(1) TRANSFER AUTHORITY.—Notwithstanding the authority
under subsection (a) and the last sentence of section 204(g)
of the National Housing Act (12 U.S.C. 1710(g)), the Secretary
of Housing and Urban Development shall transfer ownership
of any qualified HUD property, subject to the requirements
of this section, to a unit of general local government having
jurisdiction for the area in which the property is located or
to a community development corporation which operates within
such a unit of general local government in accordance with
this subsection, but only to the extent that units of general
local government and community development corporations con-
sent to transfer and the Secretary determines that such transfer
is practicable.

‘‘(2) QUALIFIED HUD PROPERTIES.—For purposes of this sub-
section, the term ‘qualified HUD property’ means any property
for which, as of the date that notification of the property is
first made under paragraph (3)(B), not less than 6 months
have elapsed since the later of the date that the property
was acquired by the Secretary or the date that the property
was determined to be unoccupied or substandard, that is owned
by the Secretary and is—

‘‘(A) an unoccupied multifamily housing project;
‘‘(B) a substandard multifamily housing project; or
‘‘(C) an unoccupied single family property that—

‘‘(i) has been determined by the Secretary not to
be an eligible asset under section 204(h) of the National
Housing Act (12 U.S.C. 1710(h)); or
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‘‘(ii) is an eligible asset under such section 204(h),
but—

‘‘(I) is not subject to a specific sale agreement
under such section; and

‘‘(II) has been determined by the Secretary
to be inappropriate for continued inclusion in the
program under such section 204(h) pursuant to
paragraph (10) of such section.

‘‘(3) TIMING.—The Secretary shall establish procedures that
provide for—

‘‘(A) time deadlines for transfers under this subsection;
‘‘(B) notification to units of general local government

and community development corporations of qualified HUD
properties in their jurisdictions;

‘‘(C) such units and corporations to express interest
in the transfer under this subsection of such properties;

‘‘(D) a right of first refusal for transfer of qualified
HUD properties to units of general local government and
community development corporations, under which—

‘‘(i) the Secretary shall establish a period during
which the Secretary may not transfer such properties
except to such units and corporations;

‘‘(ii) the Secretary shall offer qualified HUD prop-
erties that are single family properties for purchase
by units of general local government at a cost of $1
for each property, but only to the extent that the
costs to the Federal Government of disposal at such
price do not exceed the costs to the Federal Govern-
ment of disposing of property subject to the procedures
for single family property established by the Secretary
pursuant to the authority under the last sentence of
section 204(g) of the National Housing Act (12 U.S.C.
1710(g));

‘‘(iii) the Secretary may accept an offer to purchase
a property made by a community development corpora-
tion only if the offer provides for purchase on a cost
recovery basis; and

‘‘(iv) the Secretary shall accept an offer to purchase
such a property that is made during such period by
such a unit or corporation and that complies with
the requirements of this paragraph; and
‘‘(E) a written explanation, to any unit of general local

government or community development corporation making
an offer to purchase a qualified HUD property under this
subsection that is not accepted, of the reason that such
offer was not acceptable.
‘‘(4) OTHER DISPOSITION.—With respect to any qualified

HUD property, if the Secretary does not receive an acceptable
offer to purchase the property pursuant to the procedure estab-
lished under paragraph (3), the Secretary shall dispose of the
property to the unit of general local government in which
property is located or to community development corporations
located in such unit of general local government on a negotiated,
competitive bid, or other basis, on such terms as the Secretary
deems appropriate.

‘‘(5) SATISFACTION OF INDEBTEDNESS.—Before transferring
ownership of any qualified HUD property pursuant to this
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subsection, the Secretary shall satisfy any indebtedness
incurred in connection with the property to be transferred,
by canceling the indebtedness.

‘‘(6) DETERMINATION OF STATUS OF PROPERTIES.—To ensure
compliance with the requirements of this subsection, the Sec-
retary shall take the following actions:

‘‘(A) UPON ENACTMENT.—Upon the enactment of this
subsection, the Secretary shall promptly assess each resi-
dential property owned by the Secretary to determine
whether such property is a qualified HUD property.

‘‘(B) UPON ACQUISITION.—Upon acquiring any residen-
tial property, the Secretary shall promptly determine
whether the property is a qualified HUD property.

‘‘(C) UPDATES.—The Secretary shall periodically
reassess the residential properties owned by the Secretary
to determine whether any such properties have become
qualified HUD properties.
‘‘(7) TENANT LEASES.—This subsection shall not affect the

terms or the enforceability of any contract or lease entered
into with respect to any residential property before the date
that such property becomes a qualified HUD property.

‘‘(8) USE OF PROPERTY.—Property transferred under this
subsection shall be used only for appropriate neighborhood
revitalization efforts, including homeownership, rental units,
commercial space, and parks, consistent with local zoning regu-
lations, local building codes, and subdivision regulations and
restrictions of record.

‘‘(9) INAPPLICABILITY TO PROPERTIES MADE AVAILABLE FOR
HOMELESS.—Notwithstanding any other provision of this sub-
section, this subsection shall not apply to any properties that
the Secretary determines are to be made available for use
by the homeless pursuant to subpart E of part 291 of title
24, Code of Federal Regulations, during the period that the
properties are so available.

‘‘(10) PROTECTION OF EXISTING CONTRACTS.—This sub-
section may not be construed to alter, affect, or annul any
legally binding obligations entered into with respect to a quali-
fied HUD property before the property becomes a qualified
HUD property.

‘‘(11) DEFINITIONS.—For purposes of this subsection, the
following definitions shall apply:

‘‘(A) COMMUNITY DEVELOPMENT CORPORATION.—The
term ‘community development corporation’ means a non-
profit organization whose primary purpose is to promote
community development by providing housing opportunities
for low-income families.

‘‘(B) COST RECOVERY BASIS.—The term ‘cost recovery
basis’ means, with respect to any sale of a residential
property by the Secretary, that the purchase price paid
by the purchaser is equal to or greater than the sum
of: (i) the appraised value of the property, as determined
in accordance with such requirements as the Secretary
shall establish; and (ii) the costs incurred by the Secretary
in connection with such property during the period begin-
ning on the date on which the Secretary acquires title
to the property and ending on the date on which the
sale is consummated.
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‘‘(C) MULTIFAMILY HOUSING PROJECT.—The term ‘multi-
family housing project’ has the meaning given the term
in section 203 of the Housing and Community Development
Amendments of 1978.

‘‘(D) RESIDENTIAL PROPERTY.—The term ‘residential
property’ means a property that is a multifamily housing
project or a single family property.

‘‘(E) SECRETARY.—The term ‘Secretary’ means the Sec-
retary of Housing and Urban Development.

‘‘(F) SEVERE PHYSICAL PROBLEMS.—The term ‘severe
physical problems’ means, with respect to a dwelling unit,
that the unit—

‘‘(i) lacks hot or cold piped water, a flush toilet,
or both a bathtub and a shower in the unit, for the
exclusive use of that unit;

‘‘(ii) on not less than three separate occasions dur-
ing the preceding winter months, was uncomfortably
cold for a period of more than 6 consecutive hours
due to a malfunction of the heating system for the
unit;

‘‘(iii) has no functioning electrical service, exposed
wiring, any room in which there is not a functioning
electrical outlet, or has experienced three or more
blown fuses or tripped circuit breakers during the
preceding 90-day period;

‘‘(iv) is accessible through a public hallway in
which there are no working light fixtures, loose or
missing steps or railings, and no elevator; or

‘‘(v) has severe maintenance problems, including
water leaks involving the roof, windows, doors, base-
ment, or pipes or plumbing fixtures, holes or open
cracks in walls or ceilings, severe paint peeling or
broken plaster, and signs of rodent infestation.
‘‘(G) SINGLE FAMILY PROPERTY.—The term ‘single fam-

ily property’ means a 1- to 4-family residence.
‘‘(H) SUBSTANDARD.—The term ‘substandard’ means,

with respect to a multifamily housing project, that 25 per-
cent or more of the dwelling units in the project have
severe physical problems.

‘‘(I) UNIT OF GENERAL LOCAL GOVERNMENT.—The term
‘unit of general local government’ has the meaning given
such term in section 102(a) of the Housing and Community
Development Act of 1974.

‘‘(J) UNOCCUPIED.—The term ‘unoccupied’ means, with
respect to a residential property, that the unit of general
local government having jurisdiction over the area in which
the project is located has certified in writing that the
property is not inhabited.
‘‘(12) REGULATIONS.—

‘‘(A) INTERIM.—Not later than 30 days after the date
of the enactment of this subsection, the Secretary shall
issue such interim regulations as are necessary to carry
out this subsection.

‘‘(B) FINAL.—Not later than 60 days after the date
of the enactment of this subsection, the Secretary shall
issue such final regulations as are necessary to carry out
this subsection.’’.
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SEC. 142. TRANSFER OF HUD ASSETS IN REVITALIZATION AREAS.

In carrying out the program under section 204(h) of the
National Housing Act (12 U.S.C. 1710(h)), upon the request of
the chief executive officer of a county or the government of appro-
priate jurisdiction and not later than 60 days after such request
is made, the Secretary of Housing and Urban Development shall
designate as a revitalization area all portions of such county that
meet the criteria for such designation under paragraph (3) of such
section.
SEC. 143. RISK-SHARING DEMONSTRATION.

Section 249 of the National Housing Act (12 U.S.C. 1715z–
14) is amended—

(1) by striking the section heading and inserting the follow-
ing:

‘‘RISK-SHARING DEMONSTRATION’’;

(2) by striking ‘‘reinsurance’’ each place such term appears
and insert ‘‘risk-sharing ’’;

(3) in subsection (a)—
(A) in the first sentence, by inserting ‘‘and with insured

community development financial institutions’’ after ‘‘pri-
vate mortgage insurers’’;

(B) in the second sentence—
(i) by striking ‘‘two’’ and inserting ‘‘four’’; and
(ii) by striking ‘‘March 15, 1988’’ and inserting

‘‘the expiration of the 5-year period beginning on the
date of the enactment of the Community Renewal Tax
Relief Act of 2000’’; and
(C) in the third sentence—

(i) by striking ‘‘insured’’ and inserting ‘‘for which
risk of nonpayment is shared’’; and

(ii) by striking ‘‘10 percent’’ and inserting ‘‘20 per-
cent’’;

(4) in subsection (b)—
(A) in the first sentence—

(i) by striking ‘‘to provide’’ and inserting ‘‘, in
providing ’’;

(ii) by striking ‘‘through’’ and inserting ‘‘, to enter
into’’; and

(iii) by inserting ‘‘and with insured community
development financial institutions’’ before the period
at the end;
(B) in the second sentence, by inserting ‘‘and insured

community development financial institutions’’ after ‘‘pri-
vate mortgage insurance companies’’;

(C) by striking paragraph (1) and inserting the follow-
ing new paragraph:
‘‘(1) assume a secondary percentage of loss on any mortgage

insured pursuant to section 203(b), 234, or 245 covering a
one- to four-family dwelling, which percentage of loss shall
be set forth in the risk-sharing contract, with the first percent-
age of loss to be borne by the Secretary;’’; and

(D) in paragraph (2)—
(i) by striking ‘‘carry out (under appropriate dele-

gation) such’’ and inserting ‘‘perform or delegate under-
writing,’’;
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(ii) by striking ‘‘function as the Secretary pursuant
to regulations,’’ and inserting ‘‘functions as the Sec-
retary’’; and

(iii) by inserting before the period at the end the
following: ‘‘and shall set forth in the risk-sharing con-
tract’’;

(5) in subsection (c)—
(A) in the first sentence—

(i) by striking ‘‘of’’ the first place it appears and
inserting ‘‘for’’;

(ii) by inserting ‘‘received by the Secretary with
a private mortgage insurer or insured community
development financial institution’’ after ‘‘sharing of pre-
miums’’;

(iii) by striking ‘‘insurance reserves’’ and inserting
‘‘loss reserves’’;

(iv) by striking ‘‘such insurance’’ and inserting
‘‘such risk-sharing contract’’; and

(v) by striking ‘‘right’’ and inserting ‘‘rights’’; and
(B) in the second sentence—

(i) by inserting ‘‘or insured community develop-
ment financial institution’’ after ‘‘private mortgage
insurance company’’; and

(ii) by striking ‘‘for insurance’’ and inserting ‘‘for
risk-sharing ’’;

(6) in subsection (d), by inserting ‘‘or insured community
development financial institution’’ after ‘‘private mortgage
insurance company’’; and

(7) by adding at the end the following new subsection:
‘‘(e) INSURED COMMUNITY DEVELOPMENT FINANCIAL INSTITU-

TION.—For purposes of this section, the term ‘insured community
development financial institution’ means a community development
financial institution, as such term is defined in section 103 of
Reigle Community Development and Regulatory Improvement Act
of 1994 (12 U.S.C. 4702) that is an insured depository institution
(as such term is defined in section 3 of the Federal Deposit Insur-
ance Act (12 U.S.C. 1813)) or an insured credit union (as such
term is defined in section 101 of the Federal Credit Union Act
(12 U.S.C. 1752)).’’.

SEC. 144. PREVENTION AND TREATMENT OF SUBSTANCE ABUSE; SERV-
ICES PROVIDED THROUGH RELIGIOUS ORGANIZATIONS.

Title V of the Public Health Service Act (42 U.S.C. 290aa
et seq.) is amended by adding at the end the following part:

‘‘PART G—SERVICES PROVIDED THROUGH RELIGIOUS ORGANIZATIONS

‘‘SEC. 581. APPLICABILITY TO DESIGNATED PROGRAMS.

‘‘(a) DESIGNATED PROGRAMS.—Subject to subsection (b), this
part applies to discretionary and formula grant programs adminis-
tered by the Substance Abuse and Mental Health Services Adminis-
tration that make awards of financial assistance to public or private
entities for the purpose of carrying out activities to prevent or
treat substance abuse (in this part referred to as a ‘designated
program’). Designated programs include the program under subpart
II of part B of title XIX (relating to formula grants to the States).
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‘‘(b) LIMITATION.—This part does not apply to any award of
financial assistance under a designated program for a purpose
other than the purpose specified in subsection (a).

‘‘(c) DEFINITIONS.—For purposes of this part (and subject to
subsection (b)):

‘‘(1) The term ‘designated program’ has the meaning given
such term in subsection (a).

‘‘(2) The term ‘financial assistance’ means a grant, coopera-
tive agreement, or contract.

‘‘(3) The term ‘program beneficiary’ means an individual
who receives program services.

‘‘(4) The term ‘program participant’ means a public or pri-
vate entity that has received financial assistance under a des-
ignated program.

‘‘(5) The term ‘program services’ means treatment for sub-
stance abuse, or preventive services regarding such abuse, pro-
vided pursuant to an award of financial assistance under a
designated program.

‘‘(6) The term ‘religious organization’ means a nonprofit
religious organization.

‘‘SEC. 582. RELIGIOUS ORGANIZATIONS AS PROGRAM PARTICIPANTS.

‘‘(a) IN GENERAL.—Notwithstanding any other provision of law,
a religious organization, on the same basis as any other nonprofit
private provider—

‘‘(1) may receive financial assistance under a designated
program; and

‘‘(2) may be a provider of services under a designated
program.
‘‘(b) RELIGIOUS ORGANIZATIONS.—The purpose of this section

is to allow religious organizations to be program participants on
the same basis as any other nonprofit private provider without
impairing the religious character of such organizations, and without
diminishing the religious freedom of program beneficiaries.

‘‘(c) NONDISCRIMINATION AGAINST RELIGIOUS ORGANIZATIONS.—
‘‘(1) ELIGIBILITY AS PROGRAM PARTICIPANTS.—Religious

organizations are eligible to be program participants on the
same basis as any other nonprofit private organization as long
as the programs are implemented consistent with the Establish-
ment Clause and Free Exercise Clause of the First Amendment
to the United States Constitution. Nothing in this Act shall
be construed to restrict the ability of the Federal Government,
or a State or local government receiving funds under such
programs, to apply to religious organizations the same eligi-
bility conditions in designated programs as are applied to any
other nonprofit private organization.

‘‘(2) NONDISCRIMINATION.—Neither the Federal Govern-
ment nor a State or local government receiving funds under
designated programs shall discriminate against an organization
that is or applies to be a program participant on the basis
that the organization has a religious character.
‘‘(d) RELIGIOUS CHARACTER AND FREEDOM.—

‘‘(1) RELIGIOUS ORGANIZATIONS.—Except as provided in this
section, any religious organization that is a program participant
shall retain its independence from Federal, State, and local
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government, including such organization’s control over the defi-
nition, development, practice, and expression of its religious
beliefs.

‘‘(2) ADDITIONAL SAFEGUARDS.—Neither the Federal
Government nor a State shall require a religious organization
to—

‘‘(A) alter its form of internal governance; or
‘‘(B) remove religious art, icons, scripture, or other

symbols,
in order to be a program participant.
‘‘(e) EMPLOYMENT PRACTICES.—Nothing in this section shall

be construed to modify or affect the provisions of any other Federal
or State law or regulation that relates to discrimination in employ-
ment. A religious organization’s exemption provided under section
702 of the Civil Rights Act of 1964 regarding employment practices
shall not be affected by its participation in, or receipt of funds
from, a designated program.

‘‘(f ) RIGHTS OF PROGRAM BENEFICIARIES.—
‘‘(1) IN GENERAL.—If an individual who is a program bene-

ficiary or a prospective program beneficiary objects to the reli-
gious character of a program participant, within a reasonable
period of time after the date of such objection such program
participant shall refer such individual to, and the appropriate
Federal, State, or local government that administers a des-
ignated program or is a program participant shall provide to
such individual (if otherwise eligible for such services), program
services that—

‘‘(A) are from an alternative provider that is accessible
to, and has the capacity to provide such services to, such
individual; and

‘‘(B) have a value that is not less than the value
of the services that the individual would have received
from the program participant to which the individual had
such objection.

Upon referring a program beneficiary to an alternative provider,
the program participant shall notify the appropriate Federal,
State, or local government agency that administers the program
of such referral.

‘‘(2) NOTICES.—Program participants, public agencies that
refer individuals to designated programs, and the appropriate
Federal, State, or local governments that administer designated
programs or are program participants shall ensure that notice
is provided to program beneficiaries or prospective program
beneficiaries of their rights under this section.

‘‘(3) ADDITIONAL REQUIREMENTS.—A program participant
making a referral pursuant to paragraph (1) shall—

‘‘(A) prior to making such referral, consider any list
that the State or local government makes available of
entities in the geographic area that provide program serv-
ices; and

‘‘(B) ensure that the individual makes contact with
the alternative provider to which the individual is referred.
‘‘(4) NONDISCRIMINATION.—A religious organization that is

a program participant shall not in providing program services
or engaging in outreach activities under designated programs
discriminate against a program beneficiary or prospective pro-
gram beneficiary on the basis of religion or religious belief.
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‘‘(g) FISCAL ACCOUNTABILITY.—
‘‘(1) IN GENERAL.—Except as provided in paragraph (2),

any religious organization that is a program participant shall
be subject to the same regulations as other recipients of awards
of Federal financial assistance to account, in accordance with
generally accepted auditing principles, for the use of the funds
provided under such awards.

‘‘(2) LIMITED AUDIT.—With respect to the award involved,
a religious organization that is a program participant shall
segregate Federal amounts provided under award into a sepa-
rate account from non-Federal funds. Only the award funds
shall be subject to audit by the government.
‘‘(h) COMPLIANCE.—With respect to compliance with this section

by an agency, a religious organization may obtain judicial review
of agency action in accordance with chapter 7 of title 5, United
States Code.
‘‘SEC. 583. LIMITATIONS ON USE OF FUNDS FOR CERTAIN PURPOSES.

‘‘No funds provided under a designated program shall be
expended for sectarian worship, instruction, or proselytization.
‘‘SEC. 584. EDUCATIONAL REQUIREMENTS FOR PERSONNEL IN DRUG

TREATMENT PROGRAMS.

‘‘(a) FINDINGS.—The Congress finds that—
‘‘(1) establishing unduly rigid or uniform educational quali-

fication for counselors and other personnel in drug treatment
programs may undermine the effectiveness of such programs;
and

‘‘(2) such educational requirements for counselors and other
personnel may hinder or prevent the provision of needed drug
treatment services.
‘‘(b) NONDISCRIMINATION.—In determining whether personnel

of a program participant that has a record of successful drug treat-
ment for the preceding three years have satisfied State or local
requirements for education and training, a State or local govern-
ment shall not discriminate against education and training provided
to such personnel by a religious organization, so long as such
education and training includes basic content substantially equiva-
lent to the content provided by nonreligious organizations that
the State or local government would credit for purposes of determin-
ing whether the relevant requirements have been satisfied.’’.

PART II—ADVISORY COUNCIL ON COMMUNITY
RENEWAL

SEC. 151. SHORT TITLE.

This part may be cited as the ‘‘Advisory Council on Community
Renewal Act’’.
SEC. 152. ESTABLISHMENT.

There is established an advisory council to be known as the
‘‘Advisory Council on Community Renewal’’ (in this part referred
to as the ‘‘Advisory Council’’).
SEC. 153. DUTIES OF ADVISORY COUNCIL.

The Advisory Council shall advise the Secretary of Housing
and Urban Development (in this part referred to as the ‘‘Secretary’’)
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on the designation of renewal communities pursuant to the amend-
ment made by section 101 and on the exercise of any other authority
granted to the Secretary pursuant to the amendments made by
this title.
SEC. 154. MEMBERSHIP.

(a) NUMBER AND APPOINTMENT.—The Advisory Council shall
be composed of 7 members appointed by the Secretary.

(b) CHAIRPERSON.—The Chairperson of the Advisory Council
(in this part referred to as the ‘‘Chairperson’’) shall be designated
by the Secretary at the time of the appointment.

(c) TERMS.—Each member shall be appointed for the life of
the Advisory Council.

(d) BASIC PAY.—
(1) CHAIRPERSON.—The Chairperson shall be paid at a

rate equal to the daily rate of basic pay for level III of the
Executive Schedule for each day (including travel time) during
which the Chairperson is engaged in the actual performance
of duties vested in the Advisory Council.

(2) OTHER MEMBERS.—Members other than the Chairperson
shall each be paid at a rate equal to the daily rate of basic
pay for level IV of the Executive Schedule for each day (includ-
ing travel time) during which they are engaged in the actual
performance of duties vested in the Advisory Council.
(e) TRAVEL EXPENSES.—Each member shall receive travel

expenses, including per diem in lieu of subsistence, in accordance
with applicable provisions under subchapter I of chapter 57 of
title 5, United States Code.

(f ) QUORUM.—Four members of the Advisory Council shall con-
stitute a quorum but a lesser number may hold hearings.

(g) MEETINGS.—The Advisory Council shall meet at the call
of the Secretary or the Chairperson.
SEC. 155. POWERS OF ADVISORY COUNCIL.

(a) HEARINGS AND SESSIONS.—The Advisory Council may, for
the purpose of carrying out this part, hold hearings, sit and act
at times and places, take testimony, and receive evidence as the
Advisory Council considers appropriate. The Advisory Council may
administer oaths or affirmations to witnesses appearing before it.

(b) POWERS OF MEMBERS AND AGENTS.—Any member or agent
of the Advisory Council may, if authorized by the Advisory Council,
take any action which the Advisory Council is authorized to take
by this section.

(c) OBTAINING OFFICIAL DATA.—The Advisory Council may
secure directly from any department or agency of the United States
information necessary to enable it to carry out this part. Upon
request of the Chairperson of the Advisory Council, the head of
that department or agency shall furnish that information to the
Advisory Council.
SEC. 156. REPORTS.

(a) ANNUAL REPORTS.—The Advisory Council shall submit to
the Secretary an annual report for each fiscal year.

(b) INTERIM REPORTS.—The Advisory Council may submit to
the Secretary such interim reports as the Advisory Council considers
appropriate.

(c) FINAL REPORT.—The Advisory Council shall transmit a final
report to the Secretary not later September 30, 2003. The final
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report shall contain a detailed statement of the findings and conclu-
sions of the Advisory Council, together with any recommendations
for legislative or administrative action that the Advisory Council
considers appropriate.

SEC. 157. TERMINATION.

(a) IN GENERAL.—The Advisory Council shall terminate 30
days after submitting its final report under section 156(c).

(b) EXTENSION.—Notwithstanding subsection (a), the Secretary
may postpone the termination of the Advisory Council for a period
not to exceed 3 years after the Advisory Council submits its final
report under section 156(c).

SEC. 158. APPLICABILITY OF FEDERAL ADVISORY COMMITTEE ACT.

The Federal Advisory Committee Act (5 U.S.C. App.) shall
not apply to the Advisory Council.

SEC. 159. RESOURCES.

The Secretary shall provide to the Advisory Council appropriate
resources so that the Advisory Council may carry out its duties
and fuctions under this part.

SEC. 160. EFFECTIVE DATE.

This part shall be effective 30 days after the date of its enact-
ment.

Subtitle F—Other Provisions

SEC. 161. ACCELERATION OF PHASE-IN OF INCREASE IN VOLUME CAP
ON PRIVATE ACTIVITY BONDS.

(a) IN GENERAL.—Paragraphs (1) and (2) of section 146(d) (relat-
ing to State ceiling) are amended to read as follows:

‘‘(1) IN GENERAL.—The State ceiling applicable to any State
for any calendar year shall be the greater of—

‘‘(A) an amount equal to $75 ($62.50 in the case of
calendar year 2001) multiplied by the State population,
or

‘‘(B) $225,000,000 ($187,500,000 in the case of calendar
year 2001).
‘‘(2) COST-OF-LIVING ADJUSTMENT.—In the case of a calendar

year after 2002, each of the dollar amounts contained in para-
graph (1) shall be increased by an amount equal to—

‘‘(A) such dollar amount, multiplied by
‘‘(B) the cost-of-living adjustment determined under

section 1(f )(3) for such calendar year by substituting ‘cal-
endar year 2001’ for ‘calendar year 1992’ in subparagraph
(B) thereof.

If any increase determined under the preceding sentence is
not a multiple of $5 ($5,000 in the case of the dollar amount
in paragraph (1)(B)), such increase shall be rounded to the
nearest multiple thereof.’’.
(b) EFFECTIVE DATE.—The amendment made by this section

shall apply to calendar years after 2000.
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SEC. 162. MODIFICATIONS TO EXPENSING OF ENVIRONMENTAL
REMEDIATION COSTS.

(a) EXPENSING NOT LIMITED TO SITES IN TARGETED AREAS.—
Subsection (c) of section 198 is amended to read as follows:

‘‘(c) QUALIFIED CONTAMINATED SITE.—For purposes of this
section—

‘‘(1) IN GENERAL.—The term ‘qualified contaminated site’
means any area—

‘‘(A) which is held by the taxpayer for use in a trade
or business or for the production of income, or which is
property described in section 1221(a)(1) in the hands of
the taxpayer, and

‘‘(B) at or on which there has been a release (or threat
of release) or disposal of any hazardous substance.
‘‘(2) NATIONAL PRIORITIES LISTED SITES NOT INCLUDED.—

Such term shall not include any site which is on, or proposed
for, the national priorities list under section 105(a)(8)(B) of
the Comprehensive Environmental Response, Compensation,
and Liability Act of 1980 (as in effect on the date of the
enactment of this section).

‘‘(3) TAXPAYER MUST RECEIVE STATEMENT FROM STATE
ENVIRONMENTAL AGENCY.—An area shall be treated as a quali-
fied contaminated site with respect to expenditures paid or
incurred during any taxable year only if the taxpayer receives
a statement from the appropriate agency of the State in which
such area is located that such area meets the requirement
of paragraph (1)(B).

‘‘(4) APPROPRIATE STATE AGENCY.—For purposes of para-
graph (3), the chief executive officer of each State may, in
consultation with the Administrator of the Environmental
Protection Agency, designate the appropriate State environ-
mental agency within 60 days of the date of the enactment
of this section. If the chief executive officer of a State has
not designated an appropriate environmental agency within
such 60-day period, the appropriate environmental agency for
such State shall be designated by the Administrator of the
Environmental Protection Agency.’’.
(b) EXTENSION OF TERMINATION DATE.—Subsection (h) of sec-

tion 198 is amended by striking ‘‘2001’’ and inserting ‘‘2003’’.
(c) EFFECTIVE DATE.—The amendments made by this section

shall apply to expenditures paid or incurred after the date of the
enactment of this Act.

SEC. 163. EXTENSION OF DC HOMEBUYER TAX CREDIT.

Section 1400C(i) (relating to application of section) is amended
by striking ‘‘2002’’ and inserting ‘‘2004’’.

SEC. 164. EXTENSION OF DC ZONE THROUGH 2003.

(a) IN GENERAL.—The following provisions are amended by
striking ‘‘2002’’ each place it appears and inserting ‘‘2003’’:

(1) Section 1400(f ).
(2) Section 1400A(b).

(b) ZERO CAPITAL GAINS RATE.—Section 1400B (relating to zero
percent capital gains rate) is amended—

(1) by striking ‘‘2003’’ each place it appears and inserting
‘‘2004’’, and
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(2) by striking ‘‘2007’’ each place it appears and inserting
‘‘2008’’.

SEC. 165. EXTENSION OF ENHANCED DEDUCTION FOR CORPORATE
DONATIONS OF COMPUTER TECHNOLOGY.

(a) EXPANSION OF COMPUTER TECHNOLOGY DONATIONS TO PUB-
LIC LIBRARIES.—

(1) IN GENERAL.—Paragraph (6) of section 170(e) (relating
to special rule for contributions of computer technology and
equipment for elementary or secondary school purposes) is
amended by striking ‘‘qualified elementary or secondary edu-
cational contribution’’ each place it occurs in the headings and
text and inserting ‘‘qualified computer contribution’’.

(2) EXPANSION OF ELIGIBLE DONEES.—Clause (i) of section
170(e)(6)(B) (relating to qualified elementary or secondary edu-
cational contribution) is amended by striking ‘‘or’’ at the end
of subclause (I), by adding ‘‘or’’ at the end of subclause (II),
and by inserting after subclause (II) the following new sub-
clause:

‘‘(III) a public library (within the meaning of
section 213(2)(A) of the Library Services and Tech-
nology Act (20 U.S.C. 9122(2)(A)), as in effect on
the date of the enactment of the Community
Renewal Tax Relief Act of 2000, established and
maintained by an entity described in subsection
(c)(1),’’.

(3) EXTENSION OF DONATION PERIOD.—Clause (ii) of section
170(e)(6)(B) is amended by striking ‘‘2 years’’ and inserting
‘‘3 years’’.
(b) CONFORMING AMENDMENTS.—

(1) Section 170(e)(6)(B)(iv) is amended by striking ‘‘in any
grades of the K–12’’.

(2) The heading of paragraph (6) of section 170(e) is amend-
ed by striking ‘‘ELEMENTARY OR SECONDARY SCHOOL PURPOSES’’
and inserting ‘‘EDUCATIONAL PURPOSES’’.
(c) EXTENSION OF DEDUCTION.—Section 170(e)(6)(F) (relating

to termination) is amended by striking ‘‘December 31, 2000’’ and
inserting ‘‘December 31, 2003’’.

(d) STANDARDS AS TO FUNCTIONALITY AND SUITABILITY.—
Subparagraph (B) of section 170(e)(6) is amended by striking ‘‘and’’
at the end of clause (vi), by striking the period at the end of
clause (vii) and inserting ‘‘, and’’, and by adding at the end the
following new clause:

‘‘(viii) the property meets such standards, if any,
as the Secretary may prescribe by regulation to assure
that the property meets minimum functionality and
suitability standards for educational purposes.’’.

(e) DONATIONS OF COMPUTERS REACQUIRED BY MANUFAC-
TURER.—Paragraph (6) of section 170(e) is further amended by
redesignating subparagraphs (D), (E), and (F) as subparagraphs
(E), (F), and (G), respectively, and by inserting after subparagraph
(C) the following new subparagraph:

‘‘(D) DONATIONS OF PROPERTY REACQUIRED BY MANU-
FACTURER.—In the case of property which is reacquired
by the person who constructed the property—

‘‘(i) subparagraph (B)(ii) shall be applied to a con-
tribution of such property by such person by taking
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into account the date that the original construction
of the property was substantially completed, and

‘‘(ii) subparagraph (B)(iii) shall not apply to such
contribution.’’.

(f ) EFFECTIVE DATE.—The amendments made by this section
shall apply to contributions made after December 31, 2000.

SEC. 166. TREATMENT OF INDIAN TRIBAL GOVERNMENTS UNDER FED-
ERAL UNEMPLOYMENT TAX ACT.

(a) IN GENERAL.—Section 3306(c)(7) (defining employment) is
amended—

(1) by inserting ‘‘or in the employ of an Indian tribe,’’
after ‘‘service performed in the employ of a State, or any politi-
cal subdivision thereof,’’; and

(2) by inserting ‘‘or Indian tribes’’ after ‘‘wholly owned
by one or more States or political subdivisions’’.
(b) PAYMENTS IN LIEU OF CONTRIBUTIONS.—Section 3309 (relat-

ing to State law coverage of services performed for nonprofit
organizations or governmental entities) is amended—

(1) in subsection (a)(2) by inserting ‘‘, including an Indian
tribe,’’ after ‘‘the State law shall provide that a governmental
entity’’;

(2) in subsection (b)(3)(B) by inserting ‘‘, or of an Indian
tribe’’ after ‘‘of a State or political subdivision thereof’’;

(3) in subsection (b)(3)(E) by inserting ‘‘or tribal’’ after
‘‘the State’’; and

(4) in subsection (b)(5) by inserting ‘‘or of an Indian tribe’’
after ‘‘an agency of a State or political subdivision thereof’’.
(c) STATE LAW COVERAGE.—Section 3309 (relating to State law

coverage of services performed for nonprofit organizations or govern-
mental entities) is amended by adding at the end the following
new subsection:

‘‘(d) ELECTION BY INDIAN TRIBE.—The State law shall provide
that an Indian tribe may make contributions for employment as
if the employment is within the meaning of section 3306 or make
payments in lieu of contributions under this section, and shall
provide that an Indian tribe may make separate elections for itself
and each subdivision, subsidiary, or business enterprise wholly
owned by such Indian tribe. State law may require a tribe to
post a payment bond or take other reasonable measures to assure
the making of payments in lieu of contributions under this section.
Notwithstanding the requirements of section 3306(a)(6), if, within
90 days of having received a notice of delinquency, a tribe fails
to make contributions, payments in lieu of contributions, or payment
of penalties or interest (at amounts or rates comparable to those
applied to all other employers covered under the State law) assessed
with respect to such failure, or if the tribe fails to post a required
payment bond, then service for the tribe shall not be excepted
from employment under section 3306(c)(7) until any such failure
is corrected. This subsection shall apply to an Indian tribe within
the meaning of section 4(e) of the Indian Self-Determination and
Education Assistance Act (25 U.S.C. 450b(e)).’’.

(d) DEFINITIONS.—Section 3306 (relating to definitions) is
amended by adding at the end the following new subsection:

‘‘(u) INDIAN TRIBE.—For purposes of this chapter, the term
‘Indian tribe’ has the meaning given to such term by section 4(e)
of the Indian Self-Determination and Education Assistance Act
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(25 U.S.C. 450b(e)), and includes any subdivision, subsidiary, or
business enterprise wholly owned by such an Indian tribe.’’.

(e) EFFECTIVE DATE; TRANSITION RULE.—
(1) EFFECTIVE DATE.—The amendments made by this sec-

tion shall apply to service performed on or after the date
of the enactment of this Act.

(2) TRANSITION RULE.—For purposes of the Federal
Unemployment Tax Act, service performed in the employ of
an Indian tribe (as defined in section 3306(u) of the Internal
Revenue Code of 1986 (as added by this section)) shall not
be treated as employment (within the meaning of section 3306
of such Code) if—

(A) it is service which is performed before the date
of the enactment of this Act and with respect to which
the tax imposed under the Federal Unemployment Tax
Act has not been paid, and

(B) such Indian tribe reimburses a State unemploy-
ment fund for unemployment benefits paid for service
attributable to such tribe for such period.
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