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FW: Draft Request-Rush Page 1 of 4

Shovers, Marc

From: Groethe, Reed [reed.groethe@foley.com]
Sent: Friday, December 04, 2009 8:39 AM
To: Shovers, Marc

Cc: ghubbard@broydrick.com; Scalise, Michael; Templen, Lynda R. LRT (5505); Ryan, David B,
Wilson, Danielle; Kuczenski, Tracy; Sundberg, Christopher; Mueller, Eric

Subject: Draft Request Concerning Recovery Zone Facility Bond Allocation

From the Desk of: Reed Groethe = FOLEY

FOLEY & LARDNER LLP

Marc:

In response to your request, here are drafting instructions and answers to your specific questions. Please feel free
to call me if you would like to discuss this proposed legislation.

Drafting Instructions Concerning Recovery Zone Facility Bonds

Ghe American Recovery and Reinvestment Act of 200§creates Section 1400U of the Internal Revenue Code,

| which authorizes the issuance of recovery zone facility bonds and makes an allocation of the recovery zone
facility bond limitation to each county in the state and to each city in the state with a population in excess of
100,000. Section 1400U provides that if a county or city that receives an allocation waives the allocation, the
state may reallocate the allocation. A system of reallocation by the state will promote the efficient and complete

v utilization of the recovery zone facility bond limitation in the state. In addition, when.pessible,finaricings should
Jbeissuedas'Midwestern disaster area bonds rather than asrecovery zone facility bonds, to take advantage of
the relatively plentiful resource that is available to less than all counties and to preserve the relatively scarce
resource that is available to all counties.

The principal purpose of the legislation would be to provide that the counties and cities waive the allocations and
toauthorize the department of commerce to establish a system of reallocation. The tax code requires the county
or city to be the entity that makes the waiver, so it is lmportant that the Iegasfataon provade that the wanver is made

by the counties and the cities. Aneillary-ehanges will"at v 0Liss e
aﬂocatlon from the department of Corfimerce and to issue bonds for qualrrying pro;ects Thus

(1) The legislature should provide that@ach county waives its allocation of the recovery zone facility bond
limitation, without the county taking any action. To the extent a county has already entered into a contract to sell
bonds, no waiver as to that amount should be required, but the county should be required to notify the department
of commerce.

(2) The legislature should provide that @aeh city that received an allocation waives its allocation of the recovery
zone facility bond limitation, without the city taking any action. To the extent a city has already entered into a
contract to sell bonds, no waiver as to that amount should be required, but the city should be required to notify the
department of commerce.

(3) The legislature should direct the department of commerce to administer a system for the reallocation of
recovery zone facility bond limitation. The department should be authorized to establish rules relating to the
reallocation of the recovery zone facility bond limitation. In making reallocations, the department should take into

12/4/2009



FW: Draft Request-Rush Page 2 of 4

account the availability of Midwestern disaster area bonds as an alternative source of financing.

(4) Tprojec mthe industrial development bond statute, seEh@I S8 1103; shouldbe amend
include a facmty with respect to which there may be issued either a recovery zone facility bond or a Mldwestern
disaster area bond.

(5) ' -to clarify that a housing
authority, redevelopment authonty ora communlty development authority may be a party to an intergovernmental
cooperation agreement (this may be helpful in connection with the issuance of recovery zone facility bonds or
Midwestern disaster area bonds).

Please note:

nat ; 1 ¥, without any further action by the =
county or city. Because the counties and cities are creatures of the state, the legislature has the power to
provide that the counties and cities are waiving the allocation. "
e Because the original allocations were made earlier this year when Congress enacted ARRA, consideration
needs to be given to the possibility that a county or city has already issued bonds or has committed to do
so. In order to have a bond issuance or a commitment to issue bonds, the county or city would have to
enter into a contract to sell bonds.
¢ The original allocations were made to each county and to municipalities with a population in excess of
100,000. In the state of Wisconsin, such a large population is found in only three cities and in no villages
or towns.

or a reallocation would include any governmental
hich are a type of conduit bond). Poks 4

! Ak d rit dtfthority, a housing authority, or a community
Sbrhe authorlty one of the mdependent authorities created by the state, such as WHEFA or
WHEDA,; or an intergovernmental commission created by contract under s. 66.0301. A special purpose
district is an unlikely issuer of conduit bonds, but many of them are described in section 66.0621 (1) (a),
and it seems prudent to include them, too.

—————— Forwarded Message

From: "Wilson, Danielle" <Danielle.Wilson@legis.wisconsin.gov>

Date: Thu, 3 Dec 2009 14:28:50 -0600

To: <ghubbard@broydrick.com>, "Shovers, Marc" <Marc.Shovers@legis.wisconsin.gov>

Cc: "Kuczenski, Tracy" <Tracy.Kuczenski@legis.wisconsin..gov>, "Sundberg, Christopher"”
<Christopher.Sundberg@legis.wisconsin.gov>, "Mueller, Eric" <Eric.Mueller@legis.wisconsin..gov>
Conversation: Draft Request-Rush

Subject: FW: Draft Request-Rush

Hi Marc,

Thank you for working on this bill. | am emailing Greg Hubbard, who will connect you with the person who actually put
together the proposed language so that you can get all of the answers to your questions. | am out of the office both today
and tomorrow, but can be reached on my cell phone at 212-6423 and will be checking my email periodically.

Thanks again,

Danielle

ﬁmm

From: Shovers, Marc

12/4/2009



. FW: Draft Request-Rush Page 3 of 4

Sent: Wed 12/2/2009 5:12 PM

To: Wilson, Danielle

Cc: Kuczenski, Tracy; Sundberg, Christopher; Mueller, Eric
Subject: FW: Draft Request-Rush

Hi Danielle:

Rick forwarded this to me as its mostly local government bonding, although one of my colleagues will draft the material in
ch. 560.

The "draft” that was submitted is a littie confusing and may be difficult to use as drafting instructions. Please have the
person who prepared it submit in narrative form a description of exactly what is wanted. I have just read through the
“draft” once, but I have a number of specific questions. If additional questions arise during the drafting process, should I
contact you, or the author of the "draft?”

In created ss. 59.67 (1) and 66.0629, there is the following phrase: "each county [or city] shall waive, and shall be deemed
to have waived . . " What does this mean? By the use of "shall waive" do you mean that the state is requiring a dity or
county to adopt a resofution or enact an ordinance taking specific action, such as waiving its allocation? By the use of
"shall be deemed to have waived" do you mean that by enacting the bill, the state is actually waiving any unused
altocations, and no action by a city or county is required?

I'm not sure what created ss. 59.67 (2) and 66.0629 (2) mean. Please include an explanation of these subsections.

In created s. 66.0629 (1), only cities are mentioned, but in sub. (3), the phrase is "any city, village, town, special district,
authority, or commission” is used. Was this intentional, or should sub. (1) also apply to villages and towns?

What is a "special district?" Do you mean "special purpose districts”, such as school districts, sewerage districts, baseball
park and football stadium districts? Do you also want to include other districts, such as mosquito control districts and
public inland lake districts?By including "authority”, do you mean to include WHEDA, WHEFA, the Dairy Authority, and the
UW Hospital Authority? What kind of "commissions™” does s.. 66.0629 (3) refer to?

Thanks, Danielle.

Marc

Marc E. Shovers

Managing Attorney
Legislative Reference Bureau

Phone: (608-266-0129)
E-Mail: marc.shovers@iegis..wisconsin.gov

From: Champagne, Rick -

Sent: Wednesday, December 02, 2009 1:00 PM
To: Shovers, Marc

Cc: Wilson, Danielle

Subject: FW: Draft Request-Rush

Marc:
Here's a local government bonding drafting request from Danielle Wilson in Sen. Lassa's office. Thanks.

Rick

From: Wilson, Danielie

Sent: Wednesday, December 02, 2009 11:46 AM
To: Champagne, Rick

Subject: Draft Request-Rush

Good morning,

Would you please draft a bill that reflects the proposed language in the attached
document for Senator Lassa? The intent is to be able to discuss this bill at a
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-FW: Draft Request-Rush Page 4 of 4

public hearing next Thursday, so she would appreciate this being rushed. I have
attached a summary of the issue, but if you have any other questions, please let
me know.

Thank you for your help.

Danielle Wilson

Office of Senator Julie Lassa

P.O. Box 7882

Madison, WI 53707-7882

(608) 266-3123
danielle.wilson@legis.wisconsin.gov

...... End of Forwarded Message

Robert W. Baird & Co. Incorporated does not accept buy, sell or other transaction orders by e-mail, or any instructions by e-mail that
require a signature, This e-mail message, and any attachment(s), is not an offer, or solicitation of an offer, to buy or sell any security
or other product. Unless otherwise specifically indicated, information contained in this communication is not an official confirmation of
any transaction or an official statement of Baird. The information provided is subject to change without notice. This e-mail may contain
privileged or confidential information or may otherwise be protected by other legal rules. Any use, copying or distribution of the
information contained in this e-mail by persons or entities other than the intended recipient is prohibited. If you received this in error,
please contact the sender and delete the material from any computer on which it exists. Baird, in accordance with applicable laws,
reserves the right to monitor, review and retain all electronic communications, including e-mails, traveling through its networks and
systems. E-mail transmissions cannot be guaranteed to be secure, timely or error-free. Baird therefore recommends that you do not
send any sensitive information such as account or personal identification numbers by e-mail.

The preceding email message may be confidential or protected by the attorney-client privilege. It is not
intended for transmission to, or receipt by, any unauthorized persons. If you have received this message
in error, please (i) do not read it, (ii) reply to the sender that you received the message in error, and (iii)
erase or destroy the message. Legal advice contained in the preceding message is solely for the benefit
of the Foley & Lardner LLP client(s) represented by the Firm in the particular matter that is the subject
of this message, and may not be relied upon by any other party.

Internal Revenue Service regulations require that certain types of written advice include a disclaimer. To
the extent the preceding message contains advice relating to a Federal tax issue, unless expressly stated
otherwise the advice is not intended or written to be used, and it cannot be used by the recipient or any
other taxpayer, for the purpose of avoiding Federal tax penalties, and was not written to support the
promotion or marketing of any transaction or matter discussed herein.
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Coordinated Use of Federal Tax-Exempt Bond Allocations for Private Sector Development
will Make Bigger Impact in Wisconsin

Two new federal statutes allow local governments in Wisconsin to issue tax-exempt bonds to
assist private economic development. Tax-exempt financing can provide significant debt service
savings that can be used to attract a development project and enhance its prospects.

One statute, the American Recovery and Reinvestment Act, applies to State and local
governments nationwide. A separate, more targeted federal economic development statute
applies to only a small number of States, and most dramatically to Wisconsin. However, to take
full advantage of the tax-exempt bond financing authorized under the American Recovery and
Reinvestment Act, action is needed to replace the statute’s presumptive allocation system.

Recovery Zone Facility Bond Allocations are Scarce — 3238 million

The American Recovery and Reinvestment Act authorizes local governments to issue tax-exempt
bonds to finance any tangible depreciable property that is used in any trade or business (other
than residential rental property). The total amount of these bonds — known as “Recovery Zone
Facility Bonds” — is limited, and in each State the authority is initially allocated among each
county and large municipality (those with populations over 100,000).! Wisconsin’s total
allocation, for bonds issued this year or next, is approximately $238 million. However, because
that amount is divided up among Wisconsin’s counties and the Cities of Milwaukee, Madison
and Green Bay, most counties do not have a large enough allocation to make a tax-exempt
financing cost-effective.” Nine counties have no allocation, another 28 have an allocation of less
than $1 million, and 14 more have less than $2 million. This piece-meal allocation diminishes
the availability of Recovery Zone Facility Bonds for projects that could make a significant
difference to the state or local economy. An approach that provides for the allocations to be
pooled and used for larger financings (where the availability of tax-exempt financing may be a
deciding factor in whether or not the project gets done) would allow the State to make strategic
use of this opportunity in a way that could have a much larger impact. Absent legislation it is
unlikely that most of the $238 million of available allocation will ever be used because any
bonds would need to be issued by December 31, 2010. To date, there have been no Recovery
Zone Facility Bonds issued in Wisconsin despite the fact that there are a number of large
“shovel-ready” projects whose geographic location forecloses them from using this valuable
economic tool. Consequently, hundreds or perhaps thousands of high quality jobs will not be
created in the State of Wisconsin.

! The American Recovery and Reinvestment Act also authorizes counties and local governments to issue
bonds known as “Recovery Zone Economic Development Bonds” for governmental purposes (that is, to finance
their own projects, as opposed to assisting private development), and similarly allocates that authority among the
same governmental units. This proposal does not include the allocations for those bonds.

? The additional up-front costs of tax-exempt industrial development bond financing as opposed to
conventional financing make such bonds less effective for smaller projects than for larger projects where the costs
can be spread over larger financings. Although there is no bright line, bond financings in amounts less than $2
million generally are not cost-effective, and the savings become more apparent for financings of $5 million or more.
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The Heartland Disaster Tax Relief Act of 2008, adopted to encourage economic recovery from
the severe storms and floods of June 2008, authorizes seven states and their local governmental
units to issue tax-exempt bonds, known as “Midwestern Disaster Area Bonds,” to finance nearly
any real property development in certain federally-declared disaster areas. Wisconsin has the
largest allocatlon $3.8 billion through 2012 for pro‘lects in thlrty counties in southem

Use Abundant Resource to Conserve Scarce Resource

Not only does the large number of small allocations detract from the effectiveness of Recovery
Zone Facility Bonds as an economic development tool, but under the initial allocation system
most of the allocation is directed to the areas that least need it. The large majority (approximately
$160 million of the $238 million total) of Recovery Zone Facility Bond allocations are made to
counties and cities within the area covered by the Midwestern Disaster Area Bond authorization.
Most projects located in that area that could be financed with Recovery Zone Facility Bonds
could alternatively be financed with Midwestern Disaster Area Bonds.* It seems very unlikely
that there will be demand for the use of the entire $3.8 billion of Midwestern Disaster Area
Bonds through 2012. Thus, the use of Recovery Zone Facility Bonds by the counties and cities
in southern Wisconsin would in most cases simply result in more of the Midwestern Disaster
Area Bond authority going unused.

Aggregate Recovery Zone Facility Bond Allocations to Avoid Waste

The American Recovery and Reinvestment Act authorizes counties and municipalities to waive
their Recovery Zone Facility Bond allocations, and the State to re-allocate those amounts as it
sees fit. The best approach would be for all of the counties and cities to waive their allocations,
thereby creating a single pool. The State could then administer these two federal allocations in a
coordinated, thoughtful manner that could result in a larger number of significant projects getting
low-cost financing. The Recovery Zone Facility Bond allocations, which are generally too small
to make much of an impact as currently sprinkled throughout the State, could be pooled and used
for those projects for which Midwestern Disaster Area Bond financing is unavailable. Used in
this manner, the $238 million could have a real impact.

? These counties include nearly all of the southern portion of the State (generally, all counties intersected by
or south of a line from LaCrosse through Oshkosh), except Lafayette County.

* There are exceptions. Midwestern Disaster Area Bonds cannot be used to finance equipment, while
Recovery Zone Facility Bonds can be used for that purpose. Also, the rules relating to use of bond proceeds to
finance the acquisition of existing buildings differ — both types of bonds generally require rehabilitation
expenditures to be made, although in most instances the requirements applicable to Midwestern Disaster Area Bonds
are less burdensome.

MILW 8895155.3

WHD/6819264.1




Need for Emergency Action

There is an urgent and immediate need for emergency legislation to be considered and adopted
because every day that passes increases the strong likelihood that Wisconsin will lose jobs or fail
to create the new jobs which the Recovery Zone legislation was intended to stimulate. This is
true because companies must issue these bonds by December 31, 2010. Failure to remedy or
delay in remedying the allocation process will necessarily mean that the State will not realize the
majority of the benefits afforded by this stimulus program.

MILW_8895155.3
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2009 BILL

AN ACT to create 59.67, 66.0629, 66.1103 (2) (b) 22. and 560.033 of the statutes and to amend
66.0301 (1) (a) of the statutes; relating to: causing each county and each affected city to waive its
allocation of the recovery zone facility bond limitation, directing the establishment of a system
for reallocation of the recovery zone facility bond limitation, authorizing any city, village, or
town to issue industrial development revenue bonds for any project that may be financed with a
recovery zone facility bond or a Midwestern disaster area bond, and authorizing any housing
authority, redevelopment authority, or community development authority to enter into an
intergovernmental cooperation agreement.

Analysis by the Legislative Reference Bureau

This bill causes each county and each affected city to waive its allocation under federal
tax law of the recovery zone facility bond limitation. Federal law provides for the allocation of
the recovery zone facility bond limitation among counties and large municipalities in the state in
the proportion each such county’s or municipality’s 2008 employment decline bears to the
aggregate of the 2008 employment declines for all the counties and municipalities in the state.

Under this bill, the department of commerce is directed to establish by rule a system for
the reallocation of the recovery zone bond limitation among the cities, villages, towns, special
districts, authorities, and commissions of the state, using any procedure or condition which the
department deems to be in the best interest of the state.

Under current law, a city, village, or town may issue industrial development bonds for
certain specified types of project. This bill adds to those any project that may be financed with a
recovery zone facility bond or a Midwestern disaster area bond.

Under current law, specified types of governmental entities are authorized to enter into an
intergovernmental cooperation agreement. This bill adds to those a housing authority, a
redevelopment authority, and a community development authority.

The people of the state of Wisconsin, represented in senate and assembly, do enact as follows:

71 Section 1. 59.67 of the statutes is created to read:

e
V_,k N 59.67 Waiver of recovery zone facility bond limitation (1) For the purposes of
W\\ section 1400U-1 (a) (3) (A) of the Internal Revenue Code [(26 USC 1400U-1 (a) (3) (A))], each /,

L) county shall waive, and shall be deemed to have waived, its unused allocation of the recovery Ve an,
zone facility bond limitation, in order that the state may reallocate the recovery zone facility Aoy u't’ 2¢
bond limitation in accordance with the system established pursuant to s. 560.033.

rov 2"/’ ou
(2)  Anallocation will be treated as unused, for the purposes of this section, except “tha,

with regard to the amount of issuance of a recovery zone facility bond pursuant to section Allocat- “ond

1400U-3 of the Internal Revenue Code [(26 USC 1400U-3], based on written notice from the
county to the department of commerce within 30 days after [revisor to insert the effective date of

MILW_9507193.5



the legislation] that the county has entered into a contract for sale of such bonds before [revisor
to insert the effective date of the legislation].

(3)  Any county may apply for a reallocation of recovery zone facility bond limitation,
in accordance with the system established pursuant to s. 560.033.

Section 2. 66.0629 of the statutes is created to read:

L/ 66.0629 Waiver of recovery zone facility bond limitation (1) For the purposes of
k‘y«g section 1400U-1 (a) (3) (A) of the Internal Revenue Code [(26 USC 1400U-1 (a) (3) (A))], each
\,}p i city, including a city of the first class, that has received an allocation of the recovery zone facility
‘/&{ bond limitation shall waive, and shall be deemed to have waived, its allocation, in order that the
state may reallocate the recovery zone facility bond limitation in accordance with the system
established pursuant to s. 560.033.

(2)  An allocation will be treated as unused, for the purposes of this section, except
(-\/ with regard to the amount of issuance of a recovery zone facility bond pursuant to section
1400U-3 of the Internal Revenue Code [(26 USC 1400U-3], based on written notice from the
city to the department of commerce within 30 days after [revisor to insert the effective date of
the legislation] that the city has entered into a contract for sale of such bonds before [revisor to
insert the effective date of the legislation].

‘ ,
3) Any city, village, town, $pecial district; authority, or commission may apply for a
reallocation of the recovery zone facility bond limitation, in accordance with the system

established pursuant to s. 560.033.

Section 3. 66.1103 (2) (k) 22. is created to read:

66.1103 (2) (k) 22. Facilities with respect to which there may be issued either a recovery
zone facility bond pursuant to section 1400U-3 of the Internal Revenue Code [(26 USC
1400U-3] or a qualified Midwestern disaster area bond pursuant to section 1400N (a) of the
Internal Revenue Code [(26 USC 1400N (a)], as modified and applied to s. 702 (d) (intro.) and
(1) of the federal Heartland Disaster Tax Relief Act of 2008, Public Law 110-343, title VII,
subtitle A.

Section 4. 66.0301 (1) (a) of the statutes is amended to read:

66.0301 Intergovernmental cooperation. (1) (a) Except as provided in pars. (b) and
(¢), in this section “municipality” means the state or any department or agency thereof, or any
city, village, town, county, school district, public library system, public inland lake protection
and rehabilitation district, sanitary district, farm drainage district, metropolitan sewerage district,
sewer utility district, solid waste management system created under s. 59.70 (2), local exposition
district created under subch. II of ch. 229, local professional baseball park district created under
subch. III of ch. 229, local professional football stadium district created under subch. IV of ch.
229, a local cultural arts district created under subch. V of ch. 229, long-term care district under
s. 46.2895, water utility district, mosquito control district, municipal electric company, county or
city transit commission, commission created by contract under this section, taxation district,
regional planning commission, housing authority created under s. 66.1201, redevelopment

authority created under s. 66.1333, community development authority created under s. 66.1335,
or city-county health department.
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Section S. 560.033 of the statutes is created to read:

560.033 Allocation of recovery zone facility bond limitation. (1) REALLOCATION.
The department, by rule, shall establish under section 1400U-1 (a) (3) (A) of the Internal
Revenue Code [(26 USC 1400U-1 (a) (3) (A))] and administer a system for the reallocation of
the recovery zone facility bond limitation among the cities, villages, town, special districts,
authorities, and commissions of the state.

(2) AMENDMENT TO REALLOCATION. At any time the department may promulgate
rules to revise the reallocation system established under sub. (1), except that any revision under
this subsection does not apply to any reallocation under which the recipient of that reallocation
has adopted a resolution authorizing the issuance of a recovery zone facility bond, as defined in
section 1400U-3 (b) of the Internal Revenue Code [(26 USC 1400U-3 (b)].

A3) CoNDITIONS. The department may establish, by rule, any procedure for, and place
any condition upon, the granting of a reallocation under this section which the department deems
to be in the best interest of the state including, but not limited to, a requirement that a cash
deposit, at a rate established by the department in the rules, be a condition for a reallocation. The
department shall take into consideration, as an alternative means of financing, the issuance of
qualified Midwestern disaster area bonds pursuant to section 1400N (a) of the Internal Revenue
Code [26 USC 1400N (a)], as modified and applied by s. 702 (d) (intro.) and (1) of the federal
Heartland Disaster Tax Relief Act of 2008, Public Law 110-343, title VII, subtitle A.

Note: There are multiple formats used in the Wisconsin Statutes to refer to the Internal Revenue Code. Acceptable
choices for this application would include section 1400U of the Internal Revenue Code, section 1400U of the
internal revenue code, and 26 USC 1400U; however, adding “as defined in s. 71.06” or a similar phrase would be
inappropriate in this instance.
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Sec. 1400U-1. Allocation of recovery zone bonds

Background Notes
2009 American Recovery and Reinvestment Act

Caution: Code section 1400U-1, below, as added by P.L. 111-5, applies to obligations issued
after February 17, 2009.

(a) Allocations
(1) In general
(A) General allocation

The Secretary shall allocate the national recovery zone economic development bond
limitation and the national recovery zone facility bond limitation among the States
in the proportion that each such State’s 2008 State employment decline bears to the
aggregate of the 2008 State employment declines for all of the States.

(B) Minimum allocation

The Secretary shall adjust the allocations under subparagraph (A) for any calendar
year for each State to the extent necessary to ensure that no State receives less than
0.9 percent of the national recovery zone economic development bond limitation
and 0.9 percent of the national recovery zone facility bond limitation.

(2) 2008 State employment decline

For purposes of this subsection, the term "2008 State employment decline" means, with
respect to any State, the excess (if any) of--

(A) the number of individuals employed in such State determined for December
2007, over

(B) the number of individuals employed in such State determined for December
2008.

(3) Allocations by States
(A) In general

Each State with respect to which an allocation is made under paragraph (1) shall
reallocate such allocation among the counties and large municipalities in such State
in the proportion to each such county's or municipality's 2008 employment decline
bears to the aggregate of the 2008 employment declines for all the counties and
municipalities in such State. A county or municipality may waive any portion of an
allocation made under this subparagraph.
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(B) Large municipalities

For purposes of subparagraph (A), the term "large municipality” means a
municipality with a population of more than 100,000.

(C) Determination of local employment declines
For purposes of this paragraph, the employment decline of any municipality or
county shall be determined in the same manner as determining the State
employment decline under paragraph (2), except that in the case of a municipality
any portion of which is in a county, such portion shall be treated as part of such
municipality and not part of such county.
(4) National limitations

(A) Recovery zone economic development bonds

There is a national recovery zone economic development bond limitation of
$10,000,000,000.

(B) Recovery zone facility bonds
There is a national recovery zone facility bond limitation of $15,000,000,000.
(b) Recovery zone
For purposes of this part, the term "recovery zone" means--

(1) any area designated by the issuer as having significant poverty, unemployment,
rate of home foreclosures, or general distress,

(2) any area designated by the issuer as economically distressed by reason of the
closure or realignment of a military installation pursuant to the Defense Base Closure
and Realignment Act of 1990, and

(3) any area for which a designation as an empowerment zone or renewal
community is in effect.

Copyright 2009, Tax Analysts
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Sec. 1400U-2. Recovery zone economic development bonds

Background Notes
2009 American Recovery and Reinvestment Act

Caution: Code section 1400U-2, below, as added by P.L. 111-5, applies to obligations issued
after February 17, 2009.

(a) In general
In the case of a recovery zone economic development bond--
(1) such bond shall be treated as a qualified bond for purposes of section 6431, and

(2) subsection (b) of such section shall be applied by substituting "45 percent” for "35
percent".

(b) Recovery zone economic development bond
(1) In general
For purposes of this section, the term "recovery zone economic development bond"
means any build America bond (as defined in section 34AA(d)) issued before January
1,2011, as part of issue if--
(A) 100 percent of the excess of--

(i) the available project proceeds (as defined in section 54A) of such issue,
over

(ii) the amounts in a reasonably required reserve (within the meaning of
section 150(a)(3)) with respect to such issue,

are to be used for one or more qualified economic development purposes, and
(B) the issuer designates such bond for purposes of this section.

(2) Limitation on amount of bonds designated
The maximum aggregate face amount of bonds which may be designated by any issuer
under paragraph (1) shall not exceed the amount of the recovery zone economic
development bond limitation allocated to such issuer under section 1400U-1.
(c) Qualified economic development purpose

For purposes of this section, the term "qualified economic development purpose" means

expenditures for purposes of promoting development or other economic activity in a
recovery zone, including--
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(1) capital expenditures paid or incurred with respect to property located in such
zone,

(2) expenditures for public infrastructure and construction of public facilities, and

(3) expenditures for job training and educational programs.

Copyright 2009, Tax Analysts
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Sec. 1400U-3. Recovery zone facility bonds

Background Notes
2009 American Recovery and Reinvestment Act

Caution: Code section 1400U-3, below, as added by P.L. 111-5, applies to obligations issued
after February 17, 2009.

(a) In general

For purposes of part IV of subchapter B (relating to tax exemption requirements for State
and local bonds), the term "exempt facility bond" includes any recovery zone facility bond.

(b) Recovery zone facility bond
(1) In general

For purposes of this section, the term "recovery zone facility bond" means any bond
issued as part of an issue if--

(A) 95 percent or more of the net proceeds (as defined in section 150(a)(3)) of
such issue are to be used for recovery zone property,

(B) such bond is issued before January 1, 2011, and
(C) the issuer designates such bond for purposes of this section.
(2) Limitation on amount of bonds designated
The maximum aggregate face amount of bonds which may be designated by any issuer

under paragraph (1) shall not exceed the amount of recovery zone facility bond
limitation allocated to such issuer under section 1400U-1.

(c) Recovery zone property
For purposes of this section--
(1) In general

The term "recovery zone property" means any property to which section 168 applies (or
would apply but for section 179) if--

(A) such property was constructed, reconstructed, renovated, or acquired by
purchase (as defined in section 179(d)(2)) by the taxpayer after the date on which
the designation of the recovery zone took effect,

(B) the original use of which in the recovery zone commences with the
taxpayer, and
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(C) substantially all of the use of which is in the recovery zone and is in the

active conduct of a qualified business by the taxpayer in such zone.

(2) Qualified business

The term "qualified business" means any trade or business except that--

(A) the rental to others of real property located in a recovery zone shall be

treated as a qualified business only if the property is not residential rental property

(as defined in section 168(e)(2)), and

(B) such term shall not include any trade or business consisting of the operation
of any facility described in section 144(c)(6)}(B).

(3) Special rules for substantial renovations and sale-leaseback

Rules similar to the rules of subsections (a)(2) and (b) of section 1397D shall apply for
purposes of this subsection.

(d) Nonapplication of certain rules

Sections 146 (relating to volume cap) and 147(d) (relating to acquisition of existing
property not permitted) shall not apply to any recovery zone facility bond.

Copyright 2009, Tax Analysts
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IRS Releases Guidance on ARRA Bond Provisions

The American Recovery & Reinvestment Act of 2009 (ARRA) created several new types of tax-exempt bonds and tax
credit bonds under the Intemat Revenue Code. Of particular note, the ARRA created new tax incentives for certain
taxable governmental bonds called Build America Bonds and Recovery Zone Economic Development Bonds whereby
tha governmental issuer of such bonds may elact (in lieu of issuing tax-exempt bonds) to receive a direct refundable
credit payment from the Federal govemment equal to a percentage of the interest payments on these bonds.

The latest guidance, forms and information on the ARRA bond provisions is availabie at the links below. For more
information about other ARRA tax provisions, please visit ARRA information page.

Build America Bonds & R y Zone E ic Devel t Bonds

-ap Afiocations)
Thos nguca prowdes gwdanoe regafdmg me maximum face amount of recovery zone economic development bonds
and recovery zone facility bonds that may be issued by each state before January 1, 2011 under sections 1400U-2
and 1400U-3, respactively, of the Intemal Revenue Code, as provided by section 1400U-1 of the Code.

The Treasury Department and the IRS recognize thet the required local subatlocations of the national volume cap for
Recovery Zone Bonds among counties and large municipalities impose administrative burdens for the States and
involve mandatory local subatfocations without State discretion. Accordingly, the Treasury Department and the IRS
have determined these required local suballocations to facilitate prompt availabifity of Recovery Zone Bonds as a
source for State and local governmental borrowing at lower borrowing costs to promote job creation and economic
recovery in areas particularly affected by employment deciines. Click hera to access these subaliocations.

Notice 2009-26 (Build America Bonds and Direct Payment Subsidy Implementation)

This notice provides guidance on the new tax incentives for Build America Bonds under section 54AA of the Internal
Revenue Code and the implementation plans for the refundable credit payment procedures for these bonds. The
notice also includes guidance on the modified Build America Bond program for Recovery Zone Economic
Development Bonds under section 1400U-2 of the Code.

Eorm 8038-CP - Retum for Credit Payments to Issuers of Qualified Bonds

Governmental issuers of qualified Build America Bonds and Recovery Zone Economic Development Bonds must
submit this form to request refundable credit payments payable under section 6431 of the Internal Revenue Code.
Instructions for Form 8038-CP ~ Retum for Gredit Payments to tssuers of Qualified Bonds.

This nofice prowdes guudance on qual:ﬁed tax credat bonds called Qualzﬂed Zone Academy Bonds (QZABs) under
saction S4E of the Intemal Revenue Code. The notice sets forth the amount of QZABs that may be issued within each
State for each of the calendar years 2008 and 2009. QZABs may be issued to finance certain expenditures relating to
a qualified zone academy established by a local education agency.

Notice 2009-35 (Qualified School Consiruction Bond Allocations for 2000}

This notice provides guidance on qualified tax credit bonds called Qualified School Construction Bonds (QSCBs) under
saction 54F of the intemal Revenue Code. The police sets forth the amount of QSCBs that may be issued by each
State and large local education agency in 2009. QSCBs may be issued to finance certain construction and land
acquisition expenditures relating to public achool facilities.

Energy Related Bond Provisions

Natice 2008-28 {Qualified Energy Conservation Bond Allocations for 2009)

This notice provides guidance on qualified tax credit bonds called Qualified Energy Conservation Bonds (QECBs)
under section 54D of the internal Revenue Code. The notice sets forth the amount of QECBs that may be issued for
each State. QECBs may be issued to finance projects designed to reduce greenhousse gas emissions.

Notice 2009-33 (New Clean Renswable £nergy Bonds Application and Requirements)

This rmtice provides guidance on and solicits applications for authority to issue qualified tax credit bonds catied New
Clean Renewable Energy Bonds (New CREBSs) under section 54C of the Intemnal Revenue Code to finance certain
clean renewable energy facilities described under section 45(d) of the Code. There is a national limitation of $2.4
billion of volume of New CREBs which the IRS may allocate to qualified issuers. Application for Notice 2009-33 (New
Clean Renewable Epergy Bonds) - Rich Text Formaf.

IRS announces New Clean Renewable Energy Bonds Alfocations
New Clean Renswable Energy Bands 2009 Allocation Schedule
Treasury News Release on New Clean Renewable Energy Bonds Allocations

Tribal E ic Devet t Bond Provisi

¥

Notice 2009-51 (Tribai Economic Development Bonds. This notice provides guidance on and solicits applications for
allocations of the $2 billion national bond volume limitation authority (“volume cap”) to issue tribal economic
development bonds under new section 787 1(f) of the Intemal Revenua Code. Appiication for Notice 2009-51 (Tribal
Economic Development Bonds) - Rich Text Format.

The IRS addressed the interaction between tribai economic devebpmeﬁt bonds and build America bonds in Office of
Chief Counsel memorandum number AM2009-14.

http://www.irs.gov/taxexemptbond/article/0,,id=206034,00.html
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In addition to the program announced in Notics 2009-51, Tribes can also issue regular tax credit bonds to finance
public school construction under a $200 miltion suthorization that is administered by the Department of Interior (See
Notica 2009-30).

The IRS announced, in a news release (IR-2003-81), the allocation of the first $1 billion of volume cap to indian tribat
governments under the new TEDBS program.

Aliocation Schedule of 15t Tranche of Tribal Economic Development Bonds
Davis-Bacon Labor Standards Provisions

Pursuant to the American Recovery and Reinvestment Act, Division B, section 1601, Davis-Bacon labor standards
must be applied to projects financed with the proceeds of the following tax{avored bonds:

1. Any new clean renewable energy borkd (as defined in section 54C of the intemal Revenue Code of 1686)
issuad after February 17, 2009,

2. Any qualified energy conservation bond (as defined in section 54D of the intemal Revenue Code of 1986)
issued after February 17, 2009,

3. Any qualified zone academy bond (as defined in section 54 of the Internal Revenus Code of 1986) issusd
after February 17, 2009,

4. Any qualifiad school construction bond (as defined in section 54F of the intemal Revenus Cods of 1986), and

5. Any recovery zons economic development bond {as defined in section 1400U-2 of the Intemal Revenue Code
of 19886).

The Davis-Bacon contract clauses stated in 23 CFR 5.5(a)(1) through (10) must be incorporated into covered contracts
for construction, alteration, or repair work. Additional information regarding the application of Davis-Bacon labor
standards is available at the U.S. Department of Labor Wage and Hour Division website at

www dol.goviesatwhdirecovery/

Page Last Reviewed or Updated: November 09, 2009
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Kuczenski, Tracy

From: Groethe, Reed [reed.groethe@foley.com]
Sent: Monday, December 07, 2009 11:07 AM
To: Kuczenski, Tracy

Cc: Ryan, David B.

Subject: Recovery Zone Facility Bonds

Attachments: [Untitled]).PDF

SP— «FOLEY

FOLEY & LARDNER LLP

weora toiey oo

Tracy:

Here are the two pages from the American Recovery and Reinvestment Act of 2009 that include Section 1401 (which creates Section
1400U-1, 1400U-2, and 1400U-3 of the Internal Revenue Code).

[»; IHFO

The preceding email message may be confidential or protected by the attorney-client privilege. It is not intended
for transmission to, or receipt by, any unauthorized persons. If you have received this message in error, please
(i) do not read it, (ii) reply to the sender that you received the message in error, and (iii) erase or destroy the
message. Legal advice contained in the preceding message is solely for the benefit of the Foley & Lardner LLP
client(s) represented by the Firm in the particular matter that is the subject of this message, and may not be
relied upon by any other party.

Internal Revenue Service regulations require that certain types of written advice include a disclaimer. To the
extent the preceding message contains advice relating to a Federal tax issue, unless expressly stated otherwise
the advice is not intended or written to be used, and it cannot be used by the recipient or any other taxpayer, for
the purpose of avoiding Federal tax penalties, and was not written to support the promotion or marketing of any
transaction or matter discussed herein.
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*“{11) not mare than 25 percent of the net pro-
ceeds of the issue are used to provide such fa-
cilities,

“(iii)} SPECIAL RULRS POR BONDS ISSUED IN 2008
AND 2010.—In the case of any izsue made ajler
the date of enactment of this clause and before
January 1, 2011, clouse (i) shall not apply and
the net proceeds from g bond shall be considered
to be used to provide a manufacturing facility if
such proceeds are used to provide—

(1) a facility which is used in the creation or
production of intangible which is de-
scribed in section 197(dX1{CXili), or

(11} o factlity which is functionally related
and subordinats to a manufacturing factlity

CONGRESSIONAL RECORD —HOUSE

section 30(d)), ar components which are de-
signed ly for use with such vehicles,
including electric motors, generators, and power
control units, or

“(V1l) other advanced energy property de-
umud to reduce greenhouse gas emissions as

be determined by the Secretary, and

"(B) any portion of the qualified investment
of which is certified by the Secretary undey sub-
section (d) as elipible for a credit under this sec-

Hom.

‘‘(B) EXCEFTION.—Such term shall not include
any portion of a project for the production of
any property which is ueed in the refining or
blending of any transportation fuel (other than

(determined without regard to this subcl ) if
such facility is located on the same site as the
manufacturing facility.”".

(b) BFFECTIVE DATE.—The amendmenis made
by this section shall apply to obligations issued
after tha date of the enaciment of this Act.

SEC. 1303, CREDIT FOR INVESTMENT IN AD-
VANCED ENERGY FACILITIES.

(a) IN GENERAL—Section 46 (relating to
amount of credit) is amended by siriking “amd”
at the end of paragraph (3), by striking the pe-
riod at the end of paragraph (4}, and by adding
ot the end the Jollowing new paragraph.
cr:gt)m quolifying advanced energy prn;ect

(b) AMOUNT OF CREDIT —Subpart B of part IV
of subchapter A of chapter I {relating to rules
for computing invesiment credit) iz amended by
inserting after section 48B the following new
section:

“SEC, 48C. QUALIFYING ADVANCED ENERGY
PROJECT CREDIT.

“(a) IN GENERAL.—For purposes of section 46,
the qualifying advanced energy profect credit
for any taxable year is an amount equal to 30
percent of the qualified {nvestment for such tax-
able year with respect to any qualifying ad-
vanced energy project of the tazpayer.

“*(b) QUALIFIED INVESTMENT.—

*“(1) IN GENERAL.—For purposes of subsection
(a), the qualified invesiment for any tarable
year iz the basis of eligible property placed in
service by the turpayer during such tazable
year which iz part of a qualifying advanced en-
ergy project.

{2) CERTAIN QUALIFIED PROGRESS EXPENDI-
TURES RULES MADE APPLICABLE.—Rulss similar
to the rules of subsections (c)(4) and (d) of sec-
tion 46 (as in effect on the day before the enact-
ment of the Revenue Reconciliation Act of 1990}
shall apply for purposes of this section.

*'(3) LiMITATION.—The amount which is treat-
ed for all tazable years with respéct to any
qualifying advanced energy project shall not ex-
ceed the amount designated by the Secretary g8
elipible for the credit under this section.

*“(c) DEFINITIONS.—

“t1)  QUALIFYING
PROIECT —

*(A) IN GENERAL.—The term ‘qualifying ad-
vanced energy project’ means a project—

(1) which re-squips, expands, or esiablishes a
manufacturing facility for the production of—

(1) property designed to be used to produce
energy from the sun, wind, geothermal deposits
(within the meaning of seciion 613{e)}2)), or
other renewable resources,

(11} fuel cslls, microturbines, or an energy
storage system for use with electric or hybrid-
electric motor vehicles,

(111} elegtric grids to support the trans-

ADVANCED ENEBRGY

renewable fuels).
“(?) BLIGIBLE PROPERTY.—The term ‘eligible
property’ means any property—
“(A) whick i3 necessary for the

production of
property described in paragraphk (1)(A)i),
“(B) which i3—
(i} tangible personal

property, or

“(1i) other tangible property (not including a

building or its structural components), but only
if such property is used as an integral part of
the qualified investment credit facility, and

(C) with respect to which depreciation (or
amortization in Heu of depreciation) is allow-
able.

“(d) QUALIFYING ADVANGED ENERGY PROJECY

RAM.—

(1) ESTABLISHMENT.—

“(A) IN GENERAL—Not later than 180 days
after the date of enaciment of this section, the
Secretary, in consultation with the Secretary of
Energy, shall sstablish o qualifying advanced
enerpy project program to consider and aqward
certifications for qualified investments eligible
for credits under this section to qualifying ad-

vanced energy project sponsors.

‘(B) LIMITATION.—The total amount of cred-
ity that may be allocuted under the program
shall not exceed $2,300,000,000.

*“(2) CRRTIFICATION.—

‘YA) AFPLICATION PERIOD.~Each applicant
for ceriification wnder this paragraph shall sub-
mit an application containing such information
as the Secretary may require during the 2-year
period beginning on the date the Secretary es-
tablishes the program under paragraph (1).

(B} TIME TO MEET CRITERIA FOR CERTIFI-
CATION.—Each applicant for certification shall
have 1 year from the dute of ncceptance by the
Secretary of the upplication during which to
provide {o the Secretary evidence that the re-
quirements of the certification have been met.

“(Z) PERIOD OF ISSUANCE—An applicant
which receives a certification shall have 3 years
from the date of issuance of the certification in
order to place the project in service and if such
project iy not placed in service by that Hme pe-
riod, then the certification shall no longer be

*(3) SELECTION CRITERIA.—In determining
which qualifying advanced energy projects to
certify under this section, the Secretary—

“(A) shall take into consideration only those
projects where there is a ¥ ble expect
of ¢commercial viability, and

'YB) shall take into consideration which

projects— ,
“ti) will provide the greatest domestic job cre-
ation (both direct and {ndirect) during the credit

period,

“(if) will provide the greatest net impact in
avoiding or reducing ofr pollutants or anthropo-
penic emizsions of greenhouse gases,

“(ii}) have the preatest potential for t

h 11

mission of intermitient sources of v ble en-
ergy, including storage of such energy,

“(1V) property designed to capiure and se-
quester carbon diozide emissions,

“(V) property designed to refine or blend re-
newable fuels or to produce energy conservation
technologies (including energy-conserving light-
ing technologies and smart grid technologies),

“(VI) new qualified plug-in electric drive
motor vehicles (us defined by section 30D),
qualified plug-in electric vehicles (as defined by

logical innovation and commercial deployment,

(i) have the lowest levelized cost of gen-
erated or stored energy, or of measured reduc-
tion in energy consumpiion or greenhouse gas
emission (based on costs of the full supply
chain), and

‘(u) have the shoriest project time from cer-

to com;

““(4) REVIEW AND REDISTRIBUTION.—

‘“CA) REVIEW.—Not laler than 4 years after
the date of enactmeni of this section, the Sec-

February 12, 2009

retary shall review the credits allocated under
this section as of such date.

“(B) REDISTRIBUTION.—The Secretary may re-
allocate credits awarded under this section if
the Secretary determines that—

(i) there is an insufficient quantity of quali-
fying applications jor certification pending at
the lime of the review, or

‘(1) any certification made pursuant {6 para-
graph (2) has been revoked pursuani lo para-
graph (2XB) because the projeci subject to the
certification has been delayed as a result of
third party opposition or litigation io ihe pro-
posed project.

“(C) REALLOCATION.—If the Sscretary deter-
nmines that credits under this section are avail-
able for realocation pursuant to the require-
ments set forth in paragraph (2), the Secrelary
s authorized to conduct an additional program
for applications for certification.

‘45) DISCLOSURE OF ALLOCATIONS.—The Sec-
retary shall, upon making a certification under
this subsection, publicly disclose the identity of
the applicant and the amount of the credit with
respect to such appicant.

“(e) DENIAL OF DOUBLE BENEFIT—4 credit
shall not be allowed under this section jor any
qualified investment for which a credit is al-
lowed under section 48, 484, or 48B."".

(¢} CONFORMING AMENDMENTS.

(1) Section £3(a)}1)(C) is amended by striking

‘‘and” at the end of clause {ill), by siriking the
period at the end of clause (iv} and inserting ',
and”, and by adding after clause (iv) the fol-
lowing new clause:

*(v) the basiz of any property which is purt of
o qualifying advanced energy project under sec-
tion 48C."".

{2) The table of sections for subpart E of purt
1V of subchapter A of chapter 1 is amended by
inserting after the item relating to séction 48B
the following new ilem:

“43C, Quali}ilmq advanced energy project cred-
it.”.

(d) EFFECTIVE DATE—The amendments made
by thix section shall apply to periods ofter the
date of the enactment of thiz Act, under rules
similar to the rules of section 48(m) of ihe Inter-
nal Revenue Code of 1985 (as n effect on the
day before the date of the enactment of the Rev-
enue Recometliation Act of 1990).

Subtitle E—Economic Recovery Tools
SEC. 1401. RECOYERY ZONE BONDS.

(a) IN GENERAL~—Subchapter Y of chapter I is
amended by adding ot the end the following
new part:

“PART II-RECOVERY ZONE BONDS
“'Sec. 1400U-1. Allocalion of vecovery aome

bonds.
“'Sec. 1400U-2. Rccovery 20me economic devel-

“‘Sec. 1400U-3. Recwcm atme Soctlity bonds.
“SEC. 1400U-1. ALLOCATION OF RECOVERY ZONE

“(a) ALLOCATIONS —

*“(1) IN GRNERAL.—

“(A) GENERAL ALLOCATION.—The Secrelary
shall allocate the nailional recovery zone eco-
nomic development bond limitation and the na-
tional recovery zone facility bond limitation
among the States in the proportion that each
such State’s 2008 State employment decline bears
to the agyregale of the 2008 State employmeni
declines for all of the States.

“{B) MINIMUM ALLOCATION.—The Secrefary
shall adjust the allocations under subparagraph
(A) for any calendar year for each State to the
extent necessary to ensure that ne Statle receives
less than 0.9 percent of the national recovery
zome economic development bond limitation and
0.9 percent of the national recovery zone facility
bond limitation.

*‘(2) 2008 STATE EMPLOYMENT DECLINE.~—For
purposes of this subsection, the term ‘2008 State
employment decline’ means, with respect to any
State, the excess {if any) of—
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“tA) the number of individuals employed in
such State delernined for December 2007, over

“{B) ths number of individuals employed in
such State determined for December 2008.

**(3) ALLOCATIONS BY STATES —

*(A) IN OENEBRAL.—Each State with respect to
which an allocation is made under paragraph
(I) shall reallocate such allocation among the
counties and large municipalities in such State
in the proportion to each such county's or mu-

aggregate of the 2008 employment

all the counties and municipalities in such
State. A county or municipality may walve any
pomonbfanallomﬂcmmdeammumb-

agraph.
"(B) LARGE MUNICIPALITIES.—For purposes of
subparagraph (A), the term ‘large municipality’
means ¢ municipality with a population of more

100,000,
“(C) DETERMINATION OF LOCAL ENPLOYMENT
DECLINES.—For purposes of thiz paragraph, the
oyment decline of any municipality or

under paragraph {2), except that in the case of
a municipality any portion of which i in a
county, such portion shall be trented as pari of
such municipality and not part of such couniy.

‘() NATIONAL LIMITATIONS

“(A) RRCOVERY ZONE ECONOMIC DEVELOPMENT
BONDS.~There i a national recovery zone eco-
nomic development bond limfiation of
$10,000,000,000.

“/(B) RECOVERY ZONE FACILITY BONDS.—There
i3 a national recovery zone facility bond limita-
Hon of $15,000,000,000

**(b) RECOVERY ZONB —For purposes of this
part, the term ‘recovery zone' means—

(1) any area designated by the issuer as hav-
ing significant poverty, umplayrnm rate of
home foreclosures, or general distress

“(2) any areg derignated by the tssuer as eco-
nomically distressed by reason of the closure or
realignment of a military installation pursuant
to the Defenss Base Closure and Realignment
Act of 1990, and

*(3) any area for which a designation as an
empowerment zone or renewal community is in
gffect.

“SEC. 1400U-3. RECOVERY ZONE ECONOMIC DE-
VELOPMENT BONDS.
"(a) IN GENBRAL.—In the case of a recovery

one economic development bond—

“(1) such bond shall be treated as a qualified
band for purposes of section §431, and

*{(2) subzection (b) of such saction shall be ap-
plied by substiluting ‘45 percent’ for ‘35 per-
cent’.

“(b) RECOVERY ZONE ECONOMIC DEVELOP-
MENT BOND.—

‘(1) IN GENRRAL.—For purposes of this sec-
tion, the term ‘recovery zone economic develop-
ment bond’ means any build America bond (as
defined in 2ection S4AA(d}) issued before Janu-

ary 1, 2011, as part of issue if—

"(.A) 100 percent of the excess of—

*(i) the available project proceeds (as defined
in section 54A) of such issue, over

‘(i) the amounts in a reamably required re-
serve (within the meaning of section 150(a)(3))
with respect to such issue,
aretobeuxed/ormmmmequaliﬂadaco-

omic development purposes, and

"(B) the issuer designates such bond for pur-
poses of this section.

“(2) LIMITATION ON AMOUNT OF BONDS DES-
IGNATED.—The smaximum aggregale face amount
of bonds which may be designated by any issuer
under paragraph (1) shall not exceed uw
ar t of the ¥ Yy zomne mic d
mmtbondlimltationallocatedtomhism
under section 1400U-1,

“(c) QUALIFIED ECONOMIC DEVELOPMENT
PURPOSE.—For purposes of this section, the term
qualified economic development purpose’ means
expenditures for purposes of promoting develop-
ment or other economic activily in a recovery
zone, including—
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(1) capital erpenditures paid or {ncurred
with respect to property located in such zone,

*(2) erpenditures jor public infrastructure
and construction of public facilities, and

“t3) expenditures for job training and edu-
cational programs.
“SRC. 140003, RECOVERY ZONE FACILITY BONDS.

‘(@) IN GRNERAL.—For purposes of part 1V of
subchapter B (relating to lax exemption require-
ments for State and local bonds), the term ‘ex-
empt facility bond’ includes any recovery zone

acility bond,

“¢b) RECOVERY ZONE FACILITY BOND,—

“(1) IN GENERAL.—For purposes of this sec-
tion, the term ‘recovery aome facilily bond’
means any bond issued as part of an issue if—

*“(A) 85 percent or more of the net proceeds (as
defined in section 150(a)(3)} of suck issue are to
be used for recovery zone property,

“(B) such bond is issuwed before January I,
2011, and

“(C) the issuer designates such bond for pur-
poses of this section,

*'(2) LIMITATION ON AMQUNT OF BONDS DES-
IGNATED.—The marimum aggregale face amount
of bonds which may be designated by any issuer
under paragraph {1) thall not exceed the
amount of recovery zone facility bond limitation
ullocated to such isssuer under section 1400U-1.

“(¢) RECOVERY ZONE PROPERTY.—For pur-
poses of this section—

1) IN GENERAL—The term ‘rscovery zone
property’ means any property to which section
158 applies (or would apply but for section 179)

tf—
. '"(A) such property wax constructed, recon-
structed, renovated, or acquired by purchase (as
defined in section I79(dX(2)) by the tazpayer
after the date on which the designation of the
recovery zone took effect,

¢ B) the original use of which in tha recovery
zone commances with the farpayer, and

“(C) substantinlly ail of the use of which is in
the recovery zome and is in the active conduct of
a gqualified business by the itorpayer in such

zone.

*(2) QUALIFIED BUSINESS —Thes term '‘qualified
business’ means any trade or business excepl
that—

“(A) the rental to others of real property lo-
cated in a recovery zons shall be treated as o
qualified business only if the property is not res-
idential rental property (as defined in section
168(e)(2)), and

‘“tB) such term shall not include any trade or
business consisting of the operation of any facil-
ity described in section 144(c)(6)(B).

**(3) SPECIAL RULES POR SUBSTANTIAL RENOVA-
TIONS AND SALB-LEASKBACK.—Rules similar to
the rules of subsections (a)(2) and (b) of section
1397D shall apply for purposes of this sub-

saction.

*"(d) NONAPPLICATION OF CERTAIN RULES.—
Sections 148 (relating to volume cap) and 147(d)
(relating to acquisition of existing property not
permitted) shall not apply tv any recovery zone
Sacility bond.”.

(b) CLERICAL AMENDMENT.—The table of paris
Jor subchapter Y of chapter 1 of such Code is
amended by adding at the end the following
new item:

"“PART IIl. RECOVERY ZONE BONDS."’,

(c) EFFECTIVE DATE—The amendments made
by this section shall apply to obligations issued
after the date of the enactment of this Act.

SKC. 1408, Bé!RmAL ECONOMIC DEVELOPNENT

(a) IN GENERAL.—Section 7871 is amended by
adding at the end the following new subsection:

“4f) TRIBAL ECONOMIC  DEVELOPMENT
BONDS.—

*(1) ALLOCATION OF LIMITATION.—

“(A) IN GENERAL—The Smm shall allo—
cate the national tridal
bond limitation among the Indian mbalguvem
ments in such manner as the Secretary, in con-
sultation with the Secretary of the Interlor, de-
termines appropriate.

H1369

*(B) NATIONAL LIMITATION.—There is 4 na-~
Honal tribal economic development bond limita-
tion of $2,000,000,000.

“(2) BONDS TREATED AS BXEMPT FROM TAX.—
In the case of a tribal economic development
bond—

"“(A) notwithstanding subsection (¢), such
bond shall be treated for purposss of this title in
the same manner as if such bond were issued by
a State,

‘*(B) the Indian tribal government issuing
such bond and any instrumentality of such In-
dian tribal government shall be trested as o
State for purposss of section 141, and

*(C) section 146 shall not apply.

*(3) TRIBAL ECONOMIC DEVELOPMENT BOND.—

“(A) IN GENERAL—For purposes of this sec-
tion, the term ‘tribal ecomomic development
bond’ means any bond tssued by an Indian {trib-
al governmeni—

*“ti) the interest on which would be exempt
from tax under section 103 if issued by a State
or local government, and

(1) which is designated by the Indian fribal
government as a tribal economic development
bond for purposes of this subsection.

*(B) EXCEPTIONS.—Such term shall not in-
clude any bond issued as part of an issus if any
portion of the proceeds of such issue are used to
finance—

") any portion of o building in which class
11 or class 1] gaming (as defined in section 4 of
the Indian Gaming Regulatory Act) is con-
ducted or housed or any other property actually
used in the conduct of such gaming, or

‘(i) any facility located outside the Indion
reservation (as defined in section 168(5)(6)).

“4C) LIMITATION ON AMOUNT OF BONDS DES-
IGNATED.—The maztmum aggregate face amount
of bonds which may be designaied by any In-
dian tribal government under subparagraph (A)
shail not exceed the amount of national tribal
econoniic development bond limitation allocated
to such government under paragraph (1).”".

(b) STuDY.—The Secretary of the Treasury, or
the Secretary's delegate, shall conduct a study
of the effects of the amendment made by sub-
section (a). Not later than 1 year after the date
of the enactment of this Act, the Secretary of
the Trensury, or the Secretary’s delegute, shall
report to Congress on the rezults of the study
conducted under this paragraph, including the
Secretary's recommendations regarding such
amendment

(c) Erménvs DATB.—The amendment made
by subsection (a) thall apply to obligotions
issued after the date of the enactment of thie
Act.

SRC. 1403. INCREABE IN NEW MARKETS TAX
CREDIT.

(@) IN GENERAL.—Section 45D(f)(1) is amend-
ed—

(1) by striking "‘and™ at the end of subpara-
graph (C),

(2) by striking **, 2007, 2008, and 2008."" in sub-
paragraph (D), and inserting “and 2007,”, and

(3) by adding at the end the following new

phs:

“(E) $5,000,000,000 for 2008, and

*'(F) $5,000,000,000 for 2009.".

(b) SPECIAL RULE FOR ALLOL'ATION oF IN-
CREASED 2008 LIMITATION.—The amount of the
increase in the new markets tuz credit limitation
Jor calendar year 2008 by reazon of the amend-
ments made by subsection (a) shall be allocated
in accordance with section 45D(f}(2) of the In-
ternal Revenue Code of 1986 to qualified commu-
nity devslopment entities (as defined in section
45D(c) of such Code) which—

(1) submitied an allocation application with
respect to calendar year 2004, and

(2)(A) did not receive an allocation for such
calendar year, or

(B) received an allocation for such calendar
year in an amount less than the amount re-
quested in the allocation application.
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(b) EXTENSION.—
(1) IN GENERAL.—Section 4611(f) (relating to application 26 USC 4611.
of Oil Spill Liability Trust Fund financing rate) is amended
by striking paragraphs (2) and (3) and inserting the following
new paragraph:
“(2) TERMINATION.—The OQil Spill Liability Trust Fund
financing rate shall not apply after December 31, 2017.”.
(2) CONFORMING AMENDMENT.—Section 4611(f)}(1) is
amended by striking “paragraphs (2) and (3)” and inserting
“paragraph (2)”.
(3) EFFECTIVE DATE.—The amendments made by this sub- 26 USC 4611
Zection shall take effect on the date of the enactment of this note.
ct.

DIVISION C—TAX EXTENDERS AND Tex Bxtenders
ALTERNATIVE MINIMUM TAX RELIEF  Muimum tox

Relief Act
of 2008.

SEC. 1. SHORT TITLE; AMENDMENT OF 1886 CODE; TABLE OF CON-
TENTS.

(a) SHORT TrrLE.—This division may be cited as the “Tax 26 USC 1 note.
Extenders and Alternative Minimum Tax Relief Act of 2008”.
(b) AMENDMENT OF 1986 CODE.—Except as otherwise expressly
provided, whenever in this division 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 of this division
is as follows:

Sec. 1. Short title; amendment of 1986 Code; table of contents.

TITLE I—ALTERNATIVE MINIMUM TAX RELIEF

101. Exteglsion of alternative minimum tax relief for nonrefundable personal
credits.

102. Extension of increased alternative minimum tax exemption amount.

103. Increase of AMT refundable credit amount for individuals with long-term
unused credits for prior year minimum tax liability, etc.

TITLE II—EXTENSION OF INDIVIDUAL TAX PROVISIONS

201. Deduction for State and local sales taxes.
202. Deduction of qualified tuition and related expenses.
203. Deduction for certain expenses of elementary and secondary school teach-

ers.
204. Additional standard deduction for real property taxes for nonitemizers.
205. Tax-free distributions from individual retirement plans for charitable pur-

poses.

206. Treatment of certain dividends of regulated investment companies.

207. Stock in RIC for purposes of determining estates of nonresidents not citi-
zens.

208. Qualified investment entities.

TITLE III—EXTENSION OF BUSINESS TAX PROVISIONS

301. Extension and modification of research credit.

302. New markets tax credit.

303. Subpart F exception for active financing income.

304. Extension of look-thru rule for related controlled foreign corporations.

305. Extension of 15-year straight-line cost recovery for qualified leasehold im-

rovements and qualified restaurant improvements; 15-year straight-

ine cost recovery for certain improvements to retail space.

306. Modification of tax treatment of certain payments to controlling exempt
organizations.
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Sec. 307. Basis adjustment to stock of S corporations making charitable contribu-

£E

Sec.
Sec.
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tions of property.

308. Increase in limit on cover over of rum excise tax to Puerto Rico and the
Virgin Islands.

309. Extension of economic development credit for American Samoa.

310. Extension of mine rescue team training credit.

311. Extension of election to expense advanced mine safety equipment.

312. Deduction allowable with res to income attributable to domestic pro-
duction activities in Puerto Rico.

313. Qualified zone academy bonds.

314. Indian employment credit.

315. Accelerated depreciation for business property on Indian reservations.

316. Railroad track maintenance.

317. Seven-year cost recovery period for motorsports racing track facility.

318. Expensing of environmental remediation costs.

319. Extension of work opportunity tax credit for Hurricane Katrina employ-

ees.

320. Extension of increased rehabilitation credit for structures in the Gulf Op-
portunity Zone.

321. Enhanced deduction for qualified computer contributions.

322, Tax incentives for investment in the District of Columbia.

323. Enhanced charitable deductions for contributions of food inventory.

324, Extension of enhanced charitable deduction for contributions of book in-
ventory.

325. Extension and modification of duty suspension on wool products; wool re-
search fund; wool duty refunds. '

TITLE IV—EXTENSION OF TAX ADMINISTRATION PROVISIONS

401. Permanent authority for undercover operations.
402. Permanent authority for disclosure of information relating to terrorist ac-
tivities.

TITLE V—ADDITIONAL TAX RELIEF AND OTHER TAX PROVISIONS

Subtitle A—General Provisions

501. $8,5;(()10 income threshold used to calculate refundable portion of child tax
credit.

Sec. 502. Provisions related to film and television productions.
c.

Sec.
Sec.
Sec.

503. Exgﬁm tion from excise tax for certain wooden arrows designed for use by
¢ en.

504. Income averaging for amounts received in connection with the Exxon
Valdez litigation.

505. Certain farming business machinery and equipment treated as 5-year

N{’“’.Pemf- o
506. Modification of penalty on understatement of taxpayer’s liability by tax
return preparer.

Subtitle B—Paul Wellstone and Pete Domenici Mental Health Parity and Addiction

Sec.
Sec.

£f
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Equity Act of 2008
511. Short title.
512. Mental health parity.

TITLE VI-OTHER PROVISIONS

601. Secure rural schools and community self-determination program.
602. Transfer to abandoned mine reclamation fund. :

TITLE VII--DISASTER RELIEF

Subtitle A—Heartland and Hurricane Ike Disaster Relief

701. Short title.

702. Temporary tax relief for areas damaged by 2008 Midwestern severe
storms, tornados, and flooding.

703. Reporting requirements relating to disaster relief contributions.

704. Temporary tax—exemgt bond financing and low-income housing tax relief
for areas damaged by Hurricane ITke.

Subtitle B—National Disaster Relief

706. Losses attributable to federally declared disasters.
707. Expensing of lified Disaster Expenses.
708. Net operating losses attributable to federally declared disasters.
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Sec. 709. Waiver of eertain mortgage revenue bond requirements following feder-
ally declared disasters.

Sec. 710. Special depreciation allowance for qualified disaster property.

Sec. 711. Increased expensing for qualified disaster assistance property.

Sec. 712. Coordination with Heartland disaster relief.

TITLE VIII-SPENDING REDUCTIONS AND APPROPRIATE REVENUE
RAISERS FOR NEW TAX RELIEF POLICY

Sec. 801. Nonqualified deferred compensation from certain tax indifferent parties.

TITLE I—ALTERNATIVE MINIMUM TAX
RELIEF

SEC. 101. EXTENSION OF ALTERNATIVE MINIMUM TAX RELIEF FOR
NONREFUNDABLE PERSONAL CREDITS.

(a) IN GENERAL.—Paragraph (2) of section 26(a) (relating to 26 USC 26.
special rule for taxable years 2000 through 2007) is amended— -
d(1) by striking “or 2007” and inserting “2007, or 2008”,

(2) by striking “2007” in the heading thereof and inserting
“2008”.
(b) EFFECTIVE DATE.—The amendments made by this section 26 USC 26 note.
shall apply to taxable years beginning after December 31, 2007.

SEC. 102. EXTENSION OF INCREASED ALTERNATIVE MINIMUM TAX
EXEMPTION AMOUNT.

(a) IN GENERAL.—Paragraph (1) of section 55(d) (relating to
exemption amount) is amended—
(1) by striking “($66,250 in the case of taxable years begin-
ning in 2007)” in subparagraph (A) and inserting “($69,950
in the case of taxable years beginning in 2008)”, and
- (2) by striking “($44,350 in the case of taxable years begin-
mni in 2007)” in subparagraph (B) and inserting “($46,200
in the case of taxable years beginning in 2008)”.
(b) EFFECTIVE DATE.—The amendments made by this section 26 USC 55 note.
shall apply to taxable years beginning after December 31, 2007.

SEC. 103. INCREASE OF AMT REFUNDABLE CREDIT AMOUNT FOR
INDIVIDUALS WITH LONG-TERM UNUSED CREDITS FOR
PRIOR YEAR MINIMUM TAX LIABILITY, ETC.

(a) IN GENERAL.—Paragraph (2) of section 53(e) is amended
to read as follows:

“(2) AMT REFUNDABLE CREDIT AMOUNT.—For purposes of
paragraph (1), the term ‘AMT refundable credit amount’ means,
with respect to any taxable year, the amount (not in excess
of the long-term unused minimum tax credit for such taxable
year) equal to the greater of—

“(A) 50 percent of the long-term unused minimum tax
credit for such taxable year, or

“B) the amount (if any) of the AMT refundable credit
amount determined under this paragraph for the taxpayer’s
preceding taxable year (determined without regard to sub-
section (£}(2)).”.

(b) TREATMENT OF CERTAIN UNDERPAYMENTS, INTEREST, AND
PENALTIES ATTRIBUTABLE TO THE TREATMENT OF INCENTIVE STOCK
OPTIONS.—Section 53 is amended by adding at the end the following
new subsection:
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Heartland
Disaster Tax
Relief Act

of 2008.

26 USC 1 note.

Applicability.

Applicability.
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inserting “$9,000,000 on October 1, 2009, and $9,000,000 on October

1, 2010”.

TITLE VII—DISASTER RELIEF

Subtitle A—Heartland and Hurricane Ike

SEC. 701.

Disaster Relief

SHORT TITLE.

This subtitle may be cited as the “Heartland Disaster Tax
Relief Act of 2008”.

SEC. 702,

TEMPORARY TAX RELIEF FOR AREAS DAMAGED BY 2008 MID-
WESTERN SEVERE STORMS, TORNADOS, AND FLOODING.

(a) IN GENERAL.—Subject to the modifications described in this
section, the following provisions of or relating to the Internal Rev-
enue Code of 1986 shall apply to any Midwestern disaster area
in addition to the areas to which such provisions otherwise apply:

(1) GO ZONE BENEFITS.—

(A) Section 1400N (relating to tax benefits) other than
subsections (b), (d), (e), (), (j), (m), and (o) thereof.

(B) Section 14000 (relating to education tax benefits).

(C) Section 1400P (relating to housing tax benefits).

(D) Section 1400Q (relating to special rules for use
of retirement funds).

(E) Section 1400R(a) (relating to employee retention
credit for employers).

(F) Section 1400S (relating to additional tax relief)
other than subsection (d) thereof.

(G) Section 1400T (relating to special rules for mort-
gage revenue bonds).
(2) OTHER BENEFITS INCLUDED IN KATRINA EMERGENCY TAX

RELIEF ACT OF 2005.—3ections 302, 303, 304, 401, and 405
of the Katrina Emergency Tax Relief Act of 2005.
(b) MIDWESTERN DISASTER AREA.—

(1) IN GENERAL.—For purposes of this section and for

applying the substitutions described in subsections (d) and
(e), the term “Midwestern disaster area” means an area—

FOR

(A) with respect to which a major disaster has been
declared by the President on or after May 20, 2008, and
before August 1, 2008, under section 401 of the Robert
T. Stafford Disaster Relief and Emergency Assistance Act
by reason of severe storms, tornados, or flooding occurring
in any of the States of Arkansas, Illinois, Indiana, Iowa,
Kansas, Michigan, Minnesota, Missouri, Nebraska, and
Wisconsin, and

(B) determined by the President to warrant individual
or individual and public assistance from the Federal
Government under such Act with respect to damages attrib-
utable to such severe storms, tornados, or flooding.

(2) CERTAIN BENEFITS AVAILABLE TO AREAS ELIGIBLE ONLY
PUBLIC ASSISTANCE.—For purposes of applying this section

to benefits under the following provisions, paragraph (1) shall
be applied without regard to subparagraph (B):
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(A) Sections 1400Q, 1400S(b), and 1400S(d) of the

Internal Revenue Code of 1986.

(B) Sections 302, 401, and 405 of the Katrina Emer-

gency Tax Relief Act of 2005.

(c) REFERENCES.—

(1) AREA.—Any reference in such provisions to the Hurri-
cane Katrina disaster area or the Gulf Opportunity Zone shall
be treated as a reference to any Midwestern disaster area
and any reference to the Hurricane Katrina disaster area or
the Gulf Opportunity Zone within a State shall be treated
gs a reference to all Midwestern disaster areas within the

tate.

(2) ITEMS ATTRIBUTABLE TO DISASTER.—Any reference in
such provisions to any loss, damage, or other item attributable
to Hurricane Katrina shall be treated as a reference to any
loss, damage, or other item attributable to the severe storms,
tornados, or flooding giving rise to any Presidential declaration
described in subsection (b)(1)(A).

(3) APPLICABLE DISASTER DATE.—For purposes of applying
the substitutions described in subsections (d) and (e), the term
“applicable disaster date” means, with respect to any Mid-
western disaster area, the date on which the severe storms,
tornados, or flooding giving rise to the Presidential declaration
described in subsection (b)(1)(A) occurred.

(d) MODIFICATIONS TO 1986 CODE.—The following provisions Applicability.
of the Internal Revenue Code of 1986 shall be applied with the
following modifications:

(1) TAX-EXEMPT BOND FINANCING.—Section 1400N(a)—

(A) by substituting “qualified Midwestern disaster area
bond” for “qualified Gulf Opportunity Zone Bond” each
lace it appears, except that in determining whether a
gond is a qualified Midwestern disaster area bond—
(i) paragraph (2)A)(i) shall be ?ipplied by only
treating costs as qualified project costs if—
(I) in the case of a project involving a private
‘ business use (as defined in section 141(b}6)),
either the person using the property suffered a
loss in a trade or business attributable to the
severe storms, tornados, or flooding giving rise
to any Presidential declaration described in sub-
section (b)}1)(A) or is a person designated for pur-
poses of this section by the Governor of the State
in which the groject is located as a person carrying
on a trade or business replacing a trade or business
with respect to which another person suffered such
a loss, and
(II) in the case of a project relating to public
utility property, the project involves repair or
reconstruction of public utility property damaged
by such severe storms, tornados, or flooding, and
(i1) paragraph (2)(A)ii) shall be applied by treating
an issue as a qualified mortgage issue only if 95 percent
or more of the net proceeds (as defined in section
150(aX3)) of the issue are to be used to provide
financing for mortgagors who suffered damages to their
principal residences attributable to such severe storms,
tornados, or flooding.
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(B) by substituting “any State in which a Midwestern
disaster area is located” for “the State of Alabama, Lou-
isiana, or Mississippi” in paragraph (2XB),

(C) by substituting “designated for purposes of this
section (on the basis of providing assistance to areas in
the order in which such assistance is most needed)” for
“designated for purposes of this section” in paragraph
(2XC),

(D) by substituting “January 1, 2013” for “January
1, 2011” in paragraph (2)(D),

(E) in paragraph (3XA)—

(1) by substituting “$1,000” for “$2,5600”, and
(i) by substituting “before the earliest applicable
disaster date for Midwestern disaster areas within the

State” for “before August 28, 20057,

(F) by substituting “qualified Midwestern disaster area
repair or construction” for “qualified GO Zone repair or
construction” each place it appears,

(G) by substituting “after the date of the enactment
of the Heartland Disaster Tax Relief Act of 2008 and before
January 1, 2013” for “after the date of the enactment
of this paragraph and before January 1, 2011” in paragraph
(7XC), and

(H) by disregarding paragraph (8) thereof.

(2) LOW-INCOME HOUSING CREDIT.—Section 1400N(c)—

(A) only with respect to calendar years 2008, 2009,
and 2010,

(B) by substituting “Disaster Recovery Assistance
housing amount” for “Gulf Opportunity housing amount”
each place it appears,

(C) in paragraph (1XB)—

(i) by substituting “$8.00” for “$18.00”, and
(ii) by substituting “before the earliest applicable
disaster date for Midwestern disaster areas within the

State” for “before August 28, 2005”, and

(D) determined without regard to paragraphs (2), (3),
(4), (5), and (6) thereof.

(3) EXPENSING FOR CERTAIN DEMOLITION AND CLEAN-UP

CosTS.—Section 1400N(f)—

(A) by substituting “qualified Disaster Recovery Assist-
ance clean-up cost” for “qualified Gulf Opportunity Zone
clean-up cost” each place it appears,

(B) by substituting “beginning on the applicable dis-
aster date and ending on December 31, 2010” for “beginning
on August 28, 2005, and ending on December 31, 2007
in paragraph (2), and

(C) by treating costs as qualified Disaster Recovery
Assistance clean-up costs only if the removal of debris
or demolition of any structure was necessary due to damage
attributable to the severe storms, tornados, or flooding
giving rise to any Presidential declaration described in
subsection (bX1)(A).

(4) EXTENSION OF EXPENSING FOR ENVIRONMENTAL REMEDI-

ATION COSTS.—Section 1400N(g)—

(A) by substituting “the applicable disaster date” for
“August 28, 2005” each place it appears,
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(B) by substituting “January 1, 2011” for “January
1, 2008” in paragraph (1),

(C) by substituting “December 31, 2010” for “December
31, 2007” in paragraph (1), and

(D) by treating a site as a qualified contaminated site
only if the release (or threat of release) or disposal of
a hazardous substance at the site was attributable to the
severe storms, tornados, or ﬂoodjng giving rise to any Presi-
dential declaration described in subsection (b}(1)(A).

(b) INCREASE IN REHABILITATION. CREDIT.—Section
1400N(h), as amended by this Act—

(A) by substituting “the applicable disaster date” for
“August 28, 2005”,

(B) by substituting “December 31, 2011” for “December
31, 2009” in paragraph (1), and

(C) by only applying such subsection to qualified
rehabilitation expengitures with respect to any %uilding
or structure which was damaged or destroyed as a result
of the severe storms, tornados, or flooding giving rise to
any Presidential declaration described in subsection
(b)(1)(A).

(6) TREATMENT OF NET OPERATING LOSSES ATTRIBUTABLE
TO DISASTER LOSSES.—Section 1400N(k)}—

(A) b¥ substituting “qualified Disaster Recovery Assist-
ance loss” for “qualified Gulf Opportunity Zone loss” each
place it appears,

(B) by substituting “after the day before the applicable
disaster date, and before January 1, 2011” for “after August
27, 2005, and before January 1, 2008” each place it appears,

(C) by substituting “the applicable disaster date” for
“August 28, 2005” in paragraph (2)(B)1iXI),

(D) by substituting “qualified Disaster Recovery Assist-
ance property” for “qualified Gulf Opportunity Zone prop-
erty” in paragraph (2)(B)iv), and

(E) by substituting “qualified Disaster Recovery Assist-
ance casualty loss” for “qualified Gulf Opportunity Zone
casualty loss” each place it appears.

(7) CREDIT TO HOLDERS OF TAX CREDIT BONDS.—Section
1400N(1)—

(A) by substituting “Midwestern tax credit bond” for
“Gulf tax credit bond” each place it appears,

(B) by substituting “any State in which a Midwestern
disaster area is located or any instrumentality of the State”
for “the State of Alabama, Louisiana, or Mississippi” in
paragraph (4XAXi),

(C) by substituting “after December 31, 2008 and before
January 1, 2010” for “after December 31, 2005, and before
January 1, 2007”7,

(D) by substituting “shall not exceed $100,000,000 for
any State with an aggregate population located in all Mid-
western disaster areas within the State of at least
2,000,000, $50,000,000 for any State with an aggregate
population located in all Midwestern disaster areas within
the State of at least 1,000,000 but less than 2,000,000,
and zero for any other State. The population of a State
within any area shall be determined on the basis of the
most recent census estimate of resident population released
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by the Bureau of Census before the earliest applicable

disaster date for Midwestern disaster areas within the

State.” for “shall not exceed” and all that follows in para-

graph (4)(C), and

(E) by substituting “the earliest applicable disaster
date for Midwestern disaster areas within the State” for
“August 28, 2005” in paragraph (5)A).

(8) EDUCATION TAX BENEFITS.—Section 14000, by sub-
stituting “2008 or 2009” for “2005 or 2006”.

(9) HOUSING TAX BENEFITS.—Section 1400P, by substituting
“the applicable disaster date” for “August 28, 2005” in sub-
section (c)(1).

(10) SPECIAL RULES FOR USE OF RETIREMENT FUNDS.—Sec-
tion 1400Q—

(A) by substituting “qualified Disaster Recovery Assist-
ance distribution” for “qualified hurricane distribution”
each place it appears,

(B) by substituting “on or after the applicable disaster
date and before January 1, 2010” for “on or after August
25, 2005, and before January 1, 2007” in subsection
(a)4)XA)G),

(C) by substituting “the applicable disaster date” for
“August 28, 2005” in subsections (a)(4)}A)i) and (c}X3)B),

(D) by disregarding clauses (ii) and (iii) of subsection
(a)(4)(A) thereof,

(E) by substituting “qualified storm damage distribu-
tion” for “qualified Katrina distribution” each place it
appears,

(F) by substituting “after the date which is 6 months
before the applicable disaster date and before the date
which is the day after the applicable disaster date” for
“after February 28, 2005, and before August 29, 2005”
in subsection (bX2)(BXii),

(G) by substituting “the Midwestern disaster area, but
not so purchased or constructed on account of severe
storms, tornados, or flooding giving rise to the designation
of the area as a disaster area” for “the Hurricane Katrina
disaster area, but not so purchased or constructed on
account of Hurricane Katrina” in subsection (b}2XB)ii),

(H) by substituting “beginning on the applicable dis-
aster date and ending on the date which is 5 months
after the date of the enactment of the Heartland Disaster
Tax Relief Act of 2008” for “beginning on August 25, 2005,
and ending on February 28, 2006” in subsection (b)}(3XA),

(I) by substituting “qualified storm damage individual”
for “qualified Hurricane Katrina individual” each place it
appears,

(J) by substituting “December 31, 2009” for “December
31, 2006” in subsection (cX2XA),

(K) by disregarding subparagraphs (C) and (D) of sub-
section (c)}3) thereof,

(L) by substituting “beginning on the date of the enact-
ment of the Heartland Disaster Tax Relief Act of 2008
and ending on December 31, 2009” for “beginning on Sep-
tember 24, 2005, and ending on December 31, 2006” in
subsection (cX4)XAXi),
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(M) by substituting “the applicable disaster date” for
“August 25, 2005” in subsection (c)4)XA)(ii), and

(N) by substituting “January 1, 2010” for “January
1, 2007” in subsection (d}2)AXii).

(11) EMPLOYEE RETENTION CREDIT FOR EMPLOYERS
AFFECTED BY SEVERE STORMS, TORNADOS, AND FLOODING.—Sec-
tion 1400R(a)—

(A) by substituting “the applicable disaster date” for
“August 28, 2005” each place it appears,

(B) by substituting “January 1, 2009” for “January
1, 2006” both places it appears, and

(C) only with respect to eligible employers who
employed an average of not more than 200 employees on
business days during the taxable year before the applicable
disaster date.

(12) PEMPORARY SUSPENSION OF LIMITATIONS ON CHARI-
TABLE CONTRIBUTIONS.—Section 1400S(a), by substituting the
following paragraph for paragraph (4) thereof:

“(4) QUALIFIED CONTRIBUTIONS.—

“(A) IN GENERAL.—For purposes of this subsection, the
term ‘qualified contribution’ means any charitable contribu-
tion (as defined in section 170(c)) if—

“(1) such contribution—

“0) is paid during the period beginning on
the earliest applicable disaster date for all States
and ending on December 31, 2008, in cash to an
organization described in section 170(b)(1XA), and

“II) is made for relief efforts in 1 or more
Midwestern disaster areas,

“(1) the taxpayer obtains from such organization
contemporaneous written acknowledgment (within the
meaning of section 170(f)(8)) that such contribution
was used (or is to be used) for relief efforts in 1
or more Midwestern disaster areas, and

“(iii) the taxpayer has elected the application of
this subsection with respect to such contribution.

“B) EXCEPTION.—Such term shall not include a con-
tribution by a donor if the contribution is—

“3) to an organization described in section
509(a}3), or

“(11) for establishment of a new, or maintenance
of an existing, donor advised fund (as defined in section
4966(d)(2)).

“(C) APPLICATION OF ELECTION TO PARTNERSHIPS AND
S CORPORATIONS.—In the case of a partnership or S corpora-
tion, the election under subparagraph (A)(iii) shall be made
separately by each partner or shareholder.”.

(13) SUSPENSION OF CERTAIN LIMITATIONS ON PERSONAL
CASUALTY LOSSES.—Section 1400S(bX1), by substituting “the
applicable disaster date” for “August 25, 2005”.

(14) SPECIAL RULE FOR DETERMINING EARNED INCOME.—
Section 1400S(d)—

(A) by treating an individual as a qualified individual
if such individual’'s principal place of abode on the
applicable disaster date was located in a Midwestern dis-
aster area,
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(B) by treating the applicable disaster date with respect
to any such individual as the applicable date for purposes
of such subsection, and

(C) by treating an area as described in paragraph
(2)(B)(ii) thereof if the area is a Midwestern disaster area
only by reason of subsection (b}2) of this section (relating
to areas eligible only for public assistance).

(15) ADJUSTMENTS REGARDING TAXPAYER AND DEPENDENCY
STATUS.—Section 1400S(e), by substituting “2008 or 2009” for
“2005 or 2006”.

Applicability. (e) MODIFICATIONS TO KATRINA EMERGENCY TAX RELIEF ACT
OF 2005.—The following provisions of the Katrina Emergency Tax
Relief Act of 2005 shall be applied with the following modifications:

(1) ADDITIONAL EXEMPTION FOR HOUSING DISPLACED INDI-
VIDUAL.—Section 302— ‘

(A) by substituting “2008 or 2009” for “2005 or 2006”
in subsection (a) thereof,

(B) by substituting “Midwestern displaced individual”
for “Hurricane Katrina displaced individual” each place
it appears, and

(C) by treating an area as a core disaster area for
purposes of applying subsection (c) thereof if the area is
a Midwestern disaster area without regard to subsection
(bX2) of this section (relating to areas eligible only for
public assistance).

(2) INCREASE IN STANDARD MILEAGE RATE.—Section 303,
by substituting “beginning on the applicable disaster date and
ending on December 31, 2008” for “beginning on August 25,
2005, and ending on December 31, 2006”.

(3) MILEAGE REIMBURSEMENTS FOR CHARITABLE VOLUN-
TEERS.—Section 304—

(A) by substituting “beginning on the applicable dis-
aster date and ending on December 31, 2008” for “beginning
on August 25, 2005, and ending on December 31, 2006”
in subsection (a), and

(B) by substituting “the applicable disaster date” for
“August 25, 2005” in subsection (a).

(4) EXCLUSION OF CERTAIN CANCELLATION OF INDEBTEDNESS
INCOME.—Section 401—

(A) by treating an individual whose principal place
of abode on the applicable disaster date was in a Mid-
western disaster area (determined without regard to sub-
section (b)(2) of this section) as an individual described
in subsection (bX1) thereof, and by treating an individual
whose principal place of abode on the applicable disaster
date was in a Midwestern disaster area solely by reason
of subsection (b}(2) of this section as an individual described
in subsection (bX2) thereof,

(B) by substituting “the applicable disaster date” for
“August 28, 2005” both places it appears, and

(C) by substituting “January 1, 2010” for “January
1, 2007” in subsection (e). ,

(5) EXTENSION OF REPLACEMENT PERIOD FOR NONRECOGNI-
TION OF GAIN.—Section 405, by substituting “on or after the
applicable disaster date” for “on or after August 25, 2005”.





