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Public Law 92-178

AN ACT December 10,1971

To provide a job development investment credit, to reduce individual income  [H. R.10947]
taxes, to reduce certain excise taxes, and for other purposes.

Be it enacted by the Senate and House ;b_g Representatives of the
United States of America in Congress assembled,
SECTION 1. SHORT TITLE, ETC.

(a) SuorT TrrLe.—This Act may be cited as the “Revenue Act of
19717

(b) TaeLe or CoNTENTS.—

Revenue Act
of 1971.

TITLE I—JOB DEVELOPMENT INVESTMENT CREDIT; DEPRECIATION
REVISION

See. 101, Restoration of investment credit.

See. 102, Determination of gqualified investment.

Sec. 103. Limitation of eredit to domestic products.

Sec. 104. Definition of section 38 property.

Sec. 105. Regulated companies.

See. 106, Investment eredit earryovers and carrybacks.

See. 107. Treatment of casualties and certain replacements.

Sec. 108 Availability of eredit to certain lessors.

Sec. 109, Reasonable allowance for depreciation ; repair allowance.

TITLE II—CHANGES IN PERSONAL EXEMPTIONS, MINIMUM
STANDARD DEDUCTION, WITHHOLDING, ETC.

Sec, 201. Increase in personal exemption.

Sec. 202, Increase in percentage standard deduction.

Sec. 203. Low income allowance,

See, 204, Filing requirements.

See, 205. Certain fiscal year taxpayers.

Sec. 206, Blection of standard deduction.

See. 207. Walver of penalty for underpayment of 1971 estimated income tax.

Sec. 208. Adjustment of withholding.

See. 209. Changes in requirements of declaration of estimated income tax by
individuals.

Sec. 210. Expenses to enable individuals to be gainfully employed.

Sec. 211, Levies on salaries and wages.

TITLE III—STRUCTURAL IMPROVEMENTS

Sec. 301. Unearned income of taxpayers who are dependents of other taxpayers.

Sec, 302, Limitation on carryovers of unused credits and capital losses.

Sec. 308. Amortization of certain expenditures for on-the-job training and for
child care centers,

Sec, 304, Excess investment interest.

Sec, 305. Farm losses of electing small business corporations,

Sec. 306. Capital gain distributions of certain trusts.

See. 307, Application of Western Hemisphere Trade Corporation provision
under the Virgin Islands tax laws.

Sec. 308. Capital gains and stock options,

Sec. 309. Certain treaty cases.

Sec. 310. Bribes, kickbacks, medical referral payments, etec.

Sec. 311. Activities not engaged in for profit.

See. 312, Certain distributions to foreign corporations.

Sec, 313, Original issue discount.

See. 314, Income from certain aireraft and vessels.

Sec., 315. Industrial development bonds.

Sec. 316. Disclosure or use of information by preparers of income tax returns.

TITLE IV—EXCISE TAX

Sec. 401. Repeal or suspension of manufacturers excise tax on passenger auto-
mobiles, light-duty trucks, ete,
See. 402, Credit against tax on coin-operated gaming devices.
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TITLE V—DOMESTIC INTERNATIONAL SALES CORPORATIONS

Seec. 501. Domestic international sales corporations.
Seec. 502. Deductions, credits, ete.

Seec. 503. Source of income.

Sec. 504. Procedure and administration.

Sec. 505. Export trade corporations.

Sec. 506. Submission of annual reports to Congress.
Sec. 507. General effective date of title.

TITLE VI—JOB DEVELOPMENT RELATED TO WORK INCENTIVE
PROGRAM

Sec. 601. Tax credit for certain expenses incurred in work incentive program.

TITLE VII—TAX INCENTIVES FOR CONTRIBUTIONS TO CANDIDATES
FOR PUBLIC OFFICE

Sec. T01. Allowance of credit.
Sec. T02. Deduction in lieu of credit.
Sec. T03. Effective date.

TITLE VIII—FINANCING OF PRESIDENTIAL ELECTION CAMPAIGNS

Sec. 801. P'residential Election Campaign Fund Act.
Sec. B02. Miscellaneous amendments,

() AmexpMENT OoF 1954 Cope—Except as otherwise expressly
provided, whenever in this Act an amendment is expressed in terms
of an amendment to a section or other provision, the reference is to a
section or other provision of the Internal Revenue Code of 1954.

TITLE I—JOB DEVELOPMENT INVEST-
IE\;IIIE})NT CREDIT; DEPRECIATION REVI-
N

SEC. 101. RESTORATION OF INVESTMENT CREDIT.

(a) Subpart B of part IV of subchapter A of chapter 1 (relating
to rules for computing credit for investment in certain depreciable
property) is amended by adding at the end thereof the following new
section:

“SEC. 50. RESTORATION OF CREDIT.

“(a) GENERAL Rure—Section 49(a) (relating to termination of
credit) shall not apply to property—

“(1) the construction, reconstruction, or erection of which—

“(A) is completed by the taxpayer after August 15, 1971,
or
“(B) isbegun by the taxpayer after March 31, 1971, or
“(2) which is acquired by the taxpayer—
“(A) after August 15,1971, or
“(B) after March 31, 1971, and before August 16, 1971,
pursuant to an order which the taxpayer establishes was
placed after March 81, 1971.

“(b) Transrrionar Rure—In applying section 46(c) (1) (A) in
the case of property described in subsection (a) (1) (A) the construc-
tion, reconstruction, or erection of which is begun before April 1, 1971,
there shall be taken into account only that portion of the basis which is
properly attributable to construction, reconstruction, or erection after
August 15, 1971. This subsection shall not ag ly to pre-termination
property (within the meaning of section 49( E)).”

( g) NFORMING AMENDMENTS.—

(1) Section 49(a) (relating to termination of credit) is
amended by adding at the end thereof the following new sen-
tence : “This subsection shall not apply to property described in
section 50.”



85 Star. ] PUBLIC LAW 92-178-DEC. 10, 1971 499

2) Section 49(b) (defining pre-termination property) is §3 Stat 650.
aufen)ded by st-riking out “For purposes of this section” and insert- e
ing in lieu thereof “For purposes of this subpart”. {

(3) Section 49(d) (relating to property placed in service after Repeal.
1975) is hereby repealed.
(4) The heading for section 49 is amended to read as follows:

“SEC. 49. TERMINATION FOR PERIOD BEGINNING APRIL 19, 1969, AND

ENDING DURING 1971.”

(5) The table of sections for subpart B of part IV of subchap-
ter A of chapter 1 is amended by striking out the item relating to
section 49 and inserting in lieu thereof the following:

“Sec. 49, Termination for period beginning April 19, 1969, and
ending during 1971.
“8ec. 50. Restoration of credit.”
(¢) Accounting ror INvEsTMENT CREDIT IN CERTAIN FINANCIAL
Rerorts AND REPORTS TO FEDERAL AGENCIES.— ’

(1) Ix eenerarL—It was the intent of the Congress in enact-
ing, 1n the Revenue Act of 1962, the investment credit allowed by
section 38 of the Internal Revenue Code of 1954, and it is the 76 Stat. 962.
intent of the Congress in restoring that credit in this Act, to pro-
vide an incentive for modernization and growth of private indus-
try. Accordingly, notwithstanding any other provision of law,
on and after the date of the enactment of this Act—

(A) no taxpayer shall be required to use, for purposes of
financial reports subject to the jurisdiction of any Federal
agency or reports made to any Federal agency, any particu-
lar method of accounting for the credit allowed by such sec-
tion 38,

(B) a taxpayer shall disclose, in any such report, the
method of accounting for such credit used by him for pur-
poses of such report, and

(C) a taxpayer shall use the same method of accounting
for such credit in all such reports made by him, unless the
Secretary of the Treasury or his delegate consents to a change
to another method.

(2) Exceerions.—Paragraph (1) shall not apply to taxpayers
who are subject to the provisions of section 46(e) of the Internal
Revenue Code of 1954 (as added by section 105(c) of this Act) or Post p. 503
to section 203(e) of the Revenue Act of 1964 (as modified by sec-
tion 105(e) of this Act). Post, p. 506.

SEC. 102. DETERMINATION OF QUALIFIED INVESTMENT.
(a) Cuaxceix UseruL Lire BrRackETS.—

(1) Section 46(c)(2) (relating to applicable percentage for 7¢ St=t 263
purposes of determining qualified investment) is amended—

. (A) },)’y striking out “4 years” and inserting in lieu thereof
3 years”,

(B) by striking out “6 years” each place it appears and
inserting in lieu thereof “5 years”, and

(C) by striking out “8 years” each place it appears and
inserting in lieu thereof “7 years®.

(2) The second sentence of section 48(a) (1) (defining section
38 property) is amended by striking out “4 years” and inserting
in lieu thereof “3 years”.

(b) Userur Lire ror INvestMeENT Creprr Purroses.—The second
sentence of section 46 (c) (2) is amended to read as follows:
“For purposes of this subpart, the useful life of any property
shall be the useful life used in computing the allowance for depre-
ciation under section 167 for the taxable year in which the prop- Post p. 508,
erty is placed in service."”

T5-432 O - 72 - 34
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_(e) TecunicAnL AmenpmeNT—Section 47(a) (6) (A) (relating to
aircraft used outside the United States after April 18, 1969) is
amenzled by striking out “4 years” and inserting in lieu thereof “314
years”.

(d) ErrecTive DATES.—

(1) The amendments made by subsections (a) and (b) shall
applé' to property described in section 50 of the Internal Reve-
nue Code of 1954.

(2) In redetermining qualified investment for purposes of
section 47(a) of the Internal Revenue Code of 1954 in the case
of any property which ceases to be section 38 property with
respect to the taxpayer after August 15, 1971, or which becomes
public utility property after such date, section 46(c) (2) of such
Code shall be applied as amended by subsection (a).

(3) The amendment made by subsection (¢) shall apply to
leases executed after April 18, 1969,

SEC. 103. LIMITATION OF CREDIT TO DOMESTIC PRODUCTS.

Section 48(a) (relating to definition of section 38 property) is
amen}c}ied by adding after paragraph (6) the following new para-
graph:

“(7) PROPERTY COMPLETED ABROAD OR PREDOMINANTLY OF FOR-
EIGN ORIGIN,—
“(A) Inx cenerar.—Property (other than pre-termina-
tion property) shall not be treated as section 38 property if—
(1) such property was completed outside the United
States, or
“(ii) less than 50 percent of the basis of such prop-
erty is attributable to value added within the United
States.
For purposes of this subparagraph, the term ‘United States’
includes the Commonwealth of Euerto Rico and the posses-
sions of the United States.

“(B) PEroD OF APPLICATION OF PARAGRAPH.—Iixcept as
provided in subparagraph (D), subparagraph (A) shall
apply only with respect to property deseribed in section 50—

“(i) the construction, reconstruction, or erection of
which by the taxpayer 1s begun after August 15, 1971,
and on or before tﬂe date of termination of Proclamation
4074, or

“(11) which is acquired pursuant to an order placed on
or before the date of termination of Proclamation 4074,
unless acquired pursuant to an order which the taxpayer
establishes was placed before August 16, 1971.

“(C) PrESIDENT MAY EXEMPT ARTICLES.—If the President
of the United States shall at any time determine that the
application of subparagraph (A) to any article or class of
articles is not in the public interest, he may by Executive order
sFecify that subparagraph (A) shall not apply to such arti-
cle or class of articles. Subparagraph (A) shall not apply to
an article or class of articles for the period specified in such
Executive order. Any period specified under the preceding
sentence shall not apply to property ordered before (or to

roperty the construction, reconstruction, or erection of which

oan before) the date of the Executive order specifying

such period, except that, if the President.determines it to be

in the public interest, such period shall apply to property

ordem(f) (or property the construction, reconstruction, or erec-

tion of which began) after a date (before the date of the
Executive order) specified in the Executive order.
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“(D) CoUNTRIES MAINTAINING TRADE RESTRICTIONS OR
ENGAGING IN DISCRIMINATORY Acts.—If, on or after the date
of the termination of Proclamation 4074, the President deter-
mines that a foreign country—

“(1) maintains nontariff trade restrictions, including
variable import fees, which substantially burden United
States commerce in a manner inconsistent with provisions
of trade agreements, or

“(i1) engages in discriminatory or other acts (includ-
ing tolerance of international cartels) or policies unjusti-
fiably restricting United States commerce,

he may provide by Iixecutive order for the application of sub-
paragraph (A) to any article or class of articles manufac-
tured or produced in such foreign country for such period
as may be provided by Executive order.”

SEC. 104. DEFINITION OF SECTION 38 PROPERTY,
(a) Storace Facivrries.—

(1) In cenxkran—Section 48(a)(1)(B) (relating to other
tangible property constituting section 38 property) is amended
by striking out clause (ii) and inserting in lieu thereof the follow-
ing:

£ (ii) constitutes a research facility used in connection with

any of the activities referred to in clause (i), or

*(iii) constitutes a facility used in connection with any of
the activities referred to in clause (i) for the bulk storage of
fungible commodities (including commodities in a liquid or
gaseous state) , or”.

(2) ConrormMiNG AMENDMENT.—Section 1245(a) (3) (B) (relat-
ing to other property constituting section 1245 property) is
amended by striking out “or” at the end of clause (i), and by
striking out clause (ii) and inserting in lieu thereof the follow-
ing:

y “(ii) constituted a research facility used in connection

with any of the activities referred to in clause (i), or
“(iil) constituted a facility used in connection with any of
the activities referred to in clause (i) for the bulk storage of
fungible commodities (including commodities in a liquid or
gaseous state),”.
(b) Corx-OpPERATED MACIINES IN APARTMENT Buirpings.—Section
48(a)(3) (relating to property used for lodging) is amended—

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

(2) by striking out the period at the end of subparagraph (B)
and inserting in lieu thereof “, and”, and

(3) by adding after subparagraph (B) the following new sub-
paragraph:

“FC) coin-operated vending machines and coin-operated
washing machines and dryers.”
(¢) CerrarNy PropErTy UseEp 1N FurnNisHing COMMUNICATION
SERVICES.—

(1) Section 48(a)(5) (relating to property used by gov-
ernmental units) is amended by inserting after “international
organization” the following: “(other than the International
Te%ecomrnunications Satellite Consortium or any successor
organization)”.

(2) Section 48(a)(2)(B) (relating to exceptions from rule
for property used outside the United States) is amended by
striking out “and” at the end of clause (vi), by striking out the
period at the end of clause (vii) and inserting in lieu thereof a
S(‘amico]on, and by adding at the end thereof the following new
clause:

501
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“(viii) any communications satellite (as defined in
section 103(3) of the Communications Satellite Act of
1962, 47 U.S.C., sec. 702(3) ), or any interest therein, of a
United States person;”.

(3) Section 48(a) (2} (B) (relating to exceptions from rule for
property used outside the United States) is amended by inserting
alﬂ;er clause (viii) (asadded by paragraph (2)) the following new
clause:

“(ix) any cable, or any interest therein, of a domestic
corporation engaged in furnishing telephone service to
which section 46(c) (3) (B) (iii) apf)]ies (or of a wholly
owned domestic subsidiary of such a corporation), if
such cable is part of a submarine cable system which con-
stitutes part of a communication link exclusively between
th?i E,Tnited States and one or more foreign countries;
and”.

(d) Cerrain Prorerry Usep To Exrrore ¥or, DeverLor, REMOVE,
AND Traxsporr Resources From OceaN WATERS AND SUBMARINE
Derosrts.—Section 48(a) (2) (B) (relating to exceptions from rule for
property used outside the United States) is amended by inserting after
clause (ix) (as added by subsection (0}1(3)31 the following new clause:

“(x) any property (other than a vessel or an aircraft)
of a United States person which is used in international
or territorial waters for the purpose of exploring for,
developing, removing, or transporting resources from
ocean waters or deposits under such waters.”

(e) Livestoox.—Section 48(a)(6) (relating to livestock) is
amended to read as follows:

*(6) Livesrock.—Livestock (other than horses) acquired by
the taxpayer shall be treated as section 38 property, except that if
substantially identical livestock is sold or ot}mrwise disposed of
by the taxpayer during the one-year period beginning 6 months
before the date of such acquisition and if section 47(a) (relating
to certain dispositions, ete., of section 38 property) does not apply
to such sale or other disposition, then, unless such sale or other
disposition constitutes an involuntary conversion (within the
meaning of section 1033), the cost of the livestock acquired shall,
for purposes of this subpart, be reduced by an amount equal to
the amount realized on such sale or other disposition. Horses shall
not be treated as section 38 property.”

(f) Axmortizep Prorerty.—

(1) I~ GENERAL.—Section 48(a) (relating to definition of sec-
tion 38 property) is amended by adding after paragraph (7) (as
added by section 103 of this Act) the following new paragraph:

“(8) AmorTiZED PROPERTY.—Any property with respect to
which an election under section 167(k), 169, 184, 187, or 188
applies shall not be treated as section 38 property. In the case
of any property to which section 169 applies, the preceding sen-
tence shall apply only to so much of the adjusted basis of the
property as &fter the application of section 169(f)) constitutes
the amortizable basis for purposes of section 169.”

(2) CoNFOoRMING AMENDMENT.—Section 169 (relating to amor-
tization of pollution control facilities) is amended by striking
out subsection (h).

(g) Ramroap Track.—Section 48(a) (relating to definition of
section 38 property) is amended by inserting after paragraph (8) (as
added by subsection (f)) the following new paragraph:

“(9) Ramroap TRACK.—In the case of a railroad (including a
railroad switching or terminal company) which uses the retire-
ment-replacement method of accounting for depreciation of its
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railroad track, the term ‘section 38 property’ includes replace-
ment track material, if—

“(A) the replacement is made pursuant to a scheduled
program for re;lrlacemen

“%B) the replacement is made pursuant to observations by
maintenance-of-way personnel of specific track material
needing replacement,

“(C) the replacement is made pursuant to the detection
by a rail-test car of specific track material needing replace-
ment, or

“(D) the replacement is made as a result of a casualty.

Replacements made as a result of a casualty shall be section 38

pm]}ertg only to the extent that, in the case of each casualty, the

qualified investment with respect to the replacement track materiai
exceeds $50,000. For purposes of this paragraph, the term ‘track
material’ includes ties, rail, other track material, and ballast.”

(h) Errecrive Dates.—The amendments made by this section
(other than by subsections (c) (1), ((&(2), and (g)) shall apply to
property described in section 50 of the Internal Revenue Code of
1954. The amendments made by subsections (c) (1), (¢) (2), and (g)
shall apply to taxable years ending after December 31, 1961.

SEC. 105. REGULATED COMPANIES.

(a) INcreASE 1N QUariFiep INVESTMENT ForR Pusric Urmuity Proe-
ERTY.—Section 46(c) (3) (A) (relatinﬁ to qualified investment in case
of public utility property) is amended by striking out “3/7” and
inserting in lieu thereof “4/7".

(b) FINITION OF PusLic Uriuity Prorerty, Erc.—Section
46(c) (3) (relating to public utility property) is amended—

(1) b{} inserting “or” at the end of clause (ii) of subpara-
graph (B), and by striking out clauses %iii) and (iv) of such
subparagraph and inserting in lieu thereof the following:
“(iii) telephone service, telegragh service by means of
domestic telegraph operations (as defined in section 222(a)
(5) of the Communications Act of 1934, as amended; 47
U.S.C., sec. 222(a)(5)), or other communication services
(other than international telegraph service),”;

(2) by adding at the end of subparagraph (B3 the following
new sentence: “Such term also means communication property of
the type used by persons engaged in providing telephone or micro-
wave communication services to which clause (iii) applies, if such
property is used predominantly for communication purposes.”;

an
(3) by adding after subparagraph (B) the following new
subparagraph :
- %C) In the case of any interest in a submarine cable circuit
used to furnish teleﬁm h service between the United States
and a point outside the I]}nited States of a taxpayer engaged in
furnishing international telegraph service (if the rates for
such furnishing have been established or approved by a gov-
ernmental unit, nﬁzncy, instrumentality, commission, or
similar body described in subparagraph (B)), the qualified
investment shall not exceed the ua]igad investment attrib-
utable to so much of the interest of the taxpayer in the circuit
as does not exceed 50 percent of all interests in the circuit.”
(¢) Creprr Nor AvaruaBre 1N Cerrain Cases.—Section 46 (relat-
ing to amount of credit) is amended by adding at the end thereof the
following new subsection :

503
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“(e) Limrrarion 1N Case or Cerraiy Requratep CoMPANIES.—

¥(1) GeNEraL rure.—Except as otherwise provided in this
subsection, no credit shall be allowed by section 38 with respect
to any property described in section 50 which is public utility
property (as defined in paragraph (5)) of the taxpayer—

“(A) Cost or sErvICE REDUCTION.—If the taxpayer’s cost
of service for ratemaking purposes is reduced by reason of
any portion of the credit allowable by section 38 (determined
without regard to this subsection) ; or

“(B) Rate Base rREpUCTION.—If the base to which the tax-
payer’s rate of return for ratemaking purposes is applied is
reduced by reason of any portion of the credit allowable by
section 38 (determined without regard to this subsection).

Subparagraph (B) shall not apply if the reduction in the rate
base is restored not less rapidly than ratably. If the taxpayer
makes an election under this sentence within 90 days after the
date of the enactment of this paragraph in the manmner pre-
scribed by the Secretary or his delegate, the immediately pre-
ceding sentence shall not apply to property described in para-
graph (5) (B) if any agency or instrumentality of the United
States having jurisdiction for ratemaking purposes with respect
to such taxpayer’s trade or business referred to in paragraph
(5) (B) determines that the natural domestic supply of the prod-
uct furnished by the taxpayer in the course of such trade or busi-
ness is insufficient to meet the present and future requirements
of the domestic economy.

“(2) SPECIAL RULE FOR RATABLE FLOW-THROUGH.—If the tax-
payer makes an election under this paragraph within 90 days
after the date of the enactment of this paragraph in the manner
prescribed by the Secretary or his delegate, paragraph (1) shall
not apply, but no credit shall be allowed by section 38 with
respect to any property described in section 50 which is public
utility property (as defined in paragraph (5)) of the taxpayer—

ok Ag)eCOST oF SERVICE rEDUCTION.—If the taxpayer’s cost
of service for ratemaking purposes or in its regulated books
of account is reduced by more than a ratable portion of the
credit allowable by section 38 (determined without regard to
this subsection), or

“(B) RaTte BasE rEpuctioN.—If the base to which the tax-
payer’s rate of return for ratemaking purposes is applied is
reduced by reason of any portion of the credit allowable by
section 38 (determined without regard to this subsection).

“(3) SPECIAL RULE FOR IMMEDIATE FLOW-THROUGH IN CERTAIN
cases.—In the case of property to which section 167(1) (2) (C)
applies, if the taxpayer makes an election under this paragraph
within 90 days after the date of the enactment of this paragraph
in the manner prescribed by the Secretary or his delegate, para-
graphs (1) and (2) shall not apply to such property.

“(4) LimrraTioN.—

“(A) In cenerarL.—The requirements of para%raphs (1)
and (2) regarding cost of service and rate base adjustments
shall not be applied to public utility property of the taxpayer
to disallow tﬁe credit with respect to such property before
the first final determination which is inconsistent with para-
graph (1) or (ﬁ) (as the case may be) is put into effect with
respect to public utility property (to which this subsection
:ﬂ)lies) of the taxpayer. Thereupon, paragraph i)l) or (2)

11 apply to disallow the credit with respect to public utility
roperty (to which this subsection applies) placed in service
y the taxpayer—
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“(1) before the date that the first final determination,
or a subsequent determination, which is inconsistent with
paragraph (1) or (2) (as the case may be) is put into
effect, and

“(i1) on or after the date that a determination referred
to in clause (1) is put into effect and before the date that
a subsequent determination thereafter which is consistent
with paragraph (1) or (2) (as the case may be) is put
into effect.

“(B) DsrermiNaTioNs.—For purposes of this paragraph,
a determination is a determination made with respect to
public utility property (to which this subsection applies) by
a governmental unit, agency, instrumentality, or commission
or similar body described in subsection ((3 (8) (B) which 4nte, p. 503.
determines the effect of the credit allowed by section 38 78 Stet: 262
(determined without regard to this subsection)— 5

“(i) on the taxpayer’s cost of service or rate base for
ratemaking purposes, or

“(i1) in the case of a taxpayer which made an elec-
tion under paragraph (2), on the taxpayer’s cost of serv-
ice for ratemaking purposes or in its regulated books of
account or rate base for ratemaking purposes.

“(C) SeeciaL rures—For purposes of this paragraph—

“(1) a determination is final if all rights to appeal or
to request a review, a rehearing, or a redetermination,
have been exhausted or have lapsed,

“(i1) the first final determination is the first final
determination made after the date of the enactment of
this subsection, and

“(iii) a subsequent determination is a determination
subsequent to a final determination.

“(5) Puenic uTILITY PROPERTY.—For purposes of this subsec-
tion, the term ‘public utility property’ means—

“(A) property which 1s public utility property within the
meaning of subsection (c)(3) (B), ang

# (Bg roperty used predominantly in the trade or busi-
ness o t}]:\e ¥umishing or sale of (i) steam through a local

distribution system or (ii) the transportation of gas or steam
by pipeline, if the rates for such furnishing or sale are estab-
lishex{) or approved by a governmental unit, agency, instru-

mentality, or commission deseribed in subsection (3(3) (B}

“(6) RaraBre portioN.—For purposes of determining ratable
restorations to base under paragraph (1) and for purposes of
determining ratable portions under paragraph (2)(A), the A4nte, p. 504,
period of time used in computing depreciation expense for pur-

ses of reflecting operating results in the taxpayer’s regulated

ks of account sia]?be !

“(7) REORGANIZATIONS, ASSETS ACQUISITIONS, ETC.—If by rea-
son of a corporate reorganization, by reason of any other acquisi-
tion of the assets of one taxpayer by another taxpayer, by reason
of the fact that any trade or business of the taxpayer is subject to
ratemaking by more than one body, or by reason of other circum-
stances, the application of any provisions of this subsection to
any public utility property does not carry out the purposes of
this subsection, the Secretary or his delegate shall provide by
regulations for the application of such provisions in a manner
consistent with the pu of this subsection.”

(d) Errecrive Date—The amendments made by this section shall
apply to property described in section 50 of the Internal Revenue
de of 1954. Ante, p. 498,
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(e) AppricaTiON OF Secrion 203(e) or RevENur Acr or 1964.—
Section 203(e) of the Revenue Act of 1964 shall not apply to public
utility property to which section 46(e) of the Internal Ii{ewmue Code
of 1954 (as added by subsection (c) ) applies.

SEC. 106. INVESTMENT CREDIT CARRYOVERS AND CARRYBACKS.

(a) Prrorrry or ApprLicatioN.—Section 46(b) (relating to carry-
back and carryover of unused credits) is amended by inserting after
paragraph (2) the following new paragraph:

“(3) SPECIAL RULES FOR CARRYOVERS FROM PRE-1971 UNUSED
CREDIT YEARS.—The extent to which an investment credit carry-
over from an unused credit year ending before January 1, 1971,
may be added under paragraph (1) for a taxable year beginning
after December 31, 1970, shall be determined witﬁout regard to

paragraph (2) (A%. In determining the excess under paragraph

(1) for any taxable zear beginning after December 31, 1970, tge
limitation provided subsection (a)(2) for such taxable year
shall be reguced by the investment credit carryovers from such
unused credit years (to the extent such unused credit may not be
added for a prior taxable year).”

(b) Extexsion or Carryover Periop.—Section 46(b) (1) (relating
to allowance of carryback and carryover of unused credits) 1s amended
by adding at the end thereof the following new sentence: “In the case
of an unused credit for an unused credit year ending before January 1,
1971, which is an investment credit carryover to a taxable year begin-
ning after December 31, 1970 (determined without regard to this
sentence), this paragraph shall be applied by substituting ‘10 taxable

ears’ for ‘7 taxable years’ in subparagraph gB) and by substituting
13 taxable years’ for ‘10 taxable years’ and ‘12 taxable years’ for ‘9
taxable years’ in the preceding sentence.”

(¢) Removar oF 20-PerceNT Liviration oN Use oF CARRYOVERS
AND CARRYBACKES.—

(1) RemovaL oF LiMITATION.—Section 46(b) (5; (relating to
carryback and carryover of unused credits to taxable years begin-
ning after December 31, 1968, and ending after April 18, 1969) is
amended—

(A) by striking out the heading and inserting:

‘(‘1(5) CERTAIN TAXABLE YEARS ENDING IN 1969, 1970, OR 1971.—",
an

(B) by striking out “ending after April 18, 1969,” and
inserting in lieu thereof “ending after April 18, 1969, and
before January 1,1972,”, and

(C) by adding at the end thereof the following new sen-
tence:

“In the case of a taxable year ending after August 15, 1971, and
before January 1, 1972, the percentage contained in the preoediléﬁ
sentence shall be increased by 6 percentage points for each mon

(or portion thereof) in the taxable year after August 15, 1971.”

(2) CoNFORMING AMENDMENT TO ADDITIONAL 3-YEAR CARRYOVER
PROVISION.—Section 46(b) (6) (relating to additional 3-year
carryover period in certain cases) is amended—

(A) by striking out “ending after April 18, 1969.” and
inserting in lieu thereof “ending after April 18, 1969, and
before January 1,1971,”, and

(B) by striking out “following the last taxable year for
which such portion may be added under paragraph (1)” and
inserting in lieu thereof “following the 7th taxable year after
the unused credit year”.

(d) Errecrive Dates.—The amendments made by subsections (a),
(b), and (¢) (2) shall apply to taxable years beginning after Decem-
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ber 31, 1970. The amendments made by subseetion (c) (1) shall apply
to taxable years ending after August 15, 1971.

SEC. 107. TREATMENT OF CASUALTIES AND CERTAIN REPLACEMENTS.
(a) Casvavries TreaTeD As DisposiTioNs.—

(1) Sections 46(c) (4) (relating to certain replacements of
section 38 property) and 47 (a) (4) (relating to property destroyed
by casualty, ete.) are hereby repealed.

(2) The repeals made by paragraph (1) shall apply to casual-
ties and thefts occurring after August 15, 1971

(b) Cerrainy RepraceEments During TerMination PERIOD.—

(1) Section 47(a)(5) (relating to certain property replaced
after April 18,1969) is hereby repealed. -

(2) The repeal made by paragraph (1) shall not apply if
replacement property described in subparagraph (B) of such sec-
tion 47(a) (5) is not property described in section 50 of the Inter-
nal Revenue Code of 1954.

SEC. 108. AVAILABILITY OF CREDIT TO CERTAIN LESSORS.

(a) In GexeraL—Section 46(d) (relating to limitations with
respect to certain persons) is amended by adding at the end thereof the
following new paragraph :

“(3) NoxcorporATE LEssORs.—A credit shall be allowed by sec-
tion 38 to a person which is not a corporation with respect to
property of which such person is the lessor only if—

“(A) the property subject to the lease has been manu-
factured or produced by the lessor, or
“(B) the term of the lease (taking into account options
to renew) is less than 50 percent of the useful life of the
property, and for the period consisting of the first 12 months
after the date on which the property is transferred to the
lessee the sum of the deductions with respect to such prop-
erty which are allowable to the lessor solely by reason of
section 162 (other than rents and reimbursed amounts with
respect to such property) exceeds 15 percent of the rental
income produced by such property.
In the case of property of which a partnership is the lessor, the
credit otherwise allowable under section 38 with respect to such
property to any partner which is a corporation shall be allowed
notwithstanding the first sentence of this paragraph. For pur-
poses of this paragraph, an electing small business corporation
(as defined in section 1371) shall be treated as a person which is
not a corporation.”

(b) Creprr May Be Usep By Liessee—Section 48(d) (relating to
certain leased property) is amended by striking out “section 46(d)”
and inserting in lieu thereof “section 46 (d) (1)”.

(¢) Cerrain ProperTy LEASED FOR SHORT TERM.—Section 48(d)
(relating to investment credit for certain leased property) is amended
to read as follows:

“(d) Certain Leasep PRoPERTY.—

“(1) GeNEraL RULE.—A person (other than a person referred
to in section 46(d) (1)) who is a lessor of property may (at such
time, in such manner, and subject to such conditions as are pro-
vided by regulations prescribed by the Secretary or his delegate)
elect with respect to any new section 38 property (other than prop-
erty described in paragraph (4)) to treat the lessee as having
acquired such property for an amount equal to—

“(A) except as provided in subparagraph (B), the fair
market value of such property, or

“(B) if the property is leased by a corporation which is a
component member of a controlled group (within the meaning
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of section 46(a) (5)) to another corporation which is a com-
ponent member of the same controlled group, the basis of such
property to the lessor.

“(2) gI‘ECIAL RULE FOR CERTAIN SHORT TERM LEASES.—

“(A) IncENERAL—A person (other than a person referred
to in section 46(d) (1)) who is a lessor of property described
in paragraph (4) may (at such time, in such manner, and
subject to such conditions as are {)rovided by lations
prescribed by the Secretary or his delegate) elect with respect
to such property to treat the lessee as having acquired a por-
tion of such ﬁropert-y for the amount determined under sub-

Pam%m%l (B)

“(B) DETERMINATION OF LESSEE'S INVESTMENT.—The
amount for which a lessee of property described in paragraph
(4) shall be treated as having acquired a portion of such
property is an amount er{ual to a fraction, the numerator of
which is the term of the lease and the denominator of which
is the class life of the property leased (determined under
section 167(m)), of the amount for which the lessee would
be treated as having acquired the property under paragraph

1).
: )‘(C) DETERMINATION OF LESSOR'S QUALIFIED INVESTMENT.—
The qualified investment of a lessor of property described in
Pamgraph (4) in any such property with respect to which
1e has made an election under this paragraph is an amount
equal to his qualified investment in such property (as deter-
mined under section 46 (¢)) multiplied by a fraction equal to
the excess of one over the fraction used under subparagraph
(B) to determine the lessee’s investment in such property.
“(3) Lrmrrations.—The elections provided by paragraphs (1)
and (2) may be made with respect to property which would be
new section 88 property if acquired by the lessee. For purposes of
the preceding sentence and section 46(c), the useful life of prop-
erty in the hands of the lessee is the useful life of such property in
the hands of the lessor. If a lessor makes the election provided by
paragraph (1) with respect to any property, the lessee shall be
treated For all purposes of this subpart as having acquired such
property. If a lessor makes the election provided by paragraph
(2) with respect to any property, the lessee shall be treated for
all purposes of this subpart as having acquired a fractional por-
tion of such property equal to the fraction determined under
paragraph (2)(B) with respect to such property.
“(4) PRrOPERTY TO WHICH PARAGRAPH (2) APPLIES,—Paragraph
(2) shall apply only to property which—
: “(A) is new section 38 (}')T‘operty,
“(B) has a class life (determined under section 167 (m) ) in
excess of 14 years,
“(C) is leased for a period which is less than 80 percent of
its class life, and
“(D) is not leased subject to a net lease (within the mean-
ing of section 57(¢) (2)).”

(d) Errecrive Dates.—The amendments made by subsections (a)
and (b) shall apply to leases entered into after September 22, 1971.
The amendment, made by subsection (c¢) shall apply to leases entered
into after November 8, 1971.

SEC. 109. REASONABLE ALLOWANCE FOR DEPRECIATION; REPAIR
ALLOWANCE.

(a) Section 167 (relating to depreciation) is amended by redesignat-
ing subsection (m) as subsection (n) and by inserting after subsection
(1) the following new subsection :
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“(m) Crass Lives.—

“(1) Ix generaL—In the case of a taxpayer who has made an
election under this subsection for the taxable year, the term
‘reasonable allowance’ as used in subsection (a) means (with
respect to property which is placed in service during the taxable
mr and which is included in any class for which a class life has

n prescribetfi:? only an allowance based on the class life pre-
scribed by the Secretary or his delegate which reasonably reflects
the anticipated useful life of that class of &roperty to the industry
or other group. The allowance so prescribed may (under regula-
tions prescribed by the Secretary or his delegate) permit a var-
iance from any class life by not more than 20 percent (rounded to
the nearest haﬂ year) of such life.

“(2) CERTAIN FIRST-YEAR CONVENTIONS NOT PERMITTED.—NO
convention with res to the time at which assets are deemed
placed in service shall be permitted under this section which gen-
erally would provide greater depreciation allowances during the
taxable year in which the assets are placed in service than would
be permitted if all assets were placed in service ratably throughout
the year and if depreciation allowances were computed without
regard to any convention.

‘*(3) MakING oF ELECTION.—An election under this subsection
for any taxable year shall be made at such time, in such manner,
and su%ject to such conditions as may be prescribed by the Sec-

retary or his delegate by regulations.”

(b) ReasonaBLe Repaik ALr vance—Section 263 (relating to
capital expenditures) is amendea by adding at the end thereof the
following new subsection :

“(f) ReasoNaBLE Repair AuLowance—The Secretary or his dele-
gate may by regulations provide that che taxpayer may make an
election under which amounts representing either repair expenses or

ified repair, rehabilitation, or improvement expenditures for any

class of depreciable property—
“(11 are allowable as a deduction under section 162(a) or 212

%whic ever is appropriate) to the extent of the repair allowance

or that class, and

“(2) to the extent such amounts exceed for the taxable year
such repair allowance, are chargeable to capital account.
Any allowance prescribed under this subsection shall reasonably reflect
the anticipated repair experience of the class of property in the
industry or other group.”

(¢) Rairoap Roruine Stock.—Section 263 (e) (relating to expendi-
tures in connection with certain railroad rolling stock) is amended—

(1) by striking out ‘“shall be treated” and inserting in lieu
thereof “shall, at the election of the taxpayer, be treated”, and
(2) by adding at the end thereof the following new sentences:

“An election under this subsection shall be made for any taxable
year at such time and in such manner as the Secretary or his
delegate prescribes by regulations. An election may not be made
under this subsection for any taxable year to which an election
under subsection (f) applies to railroa(f' rolling stock (other than
locomotives).”

(d) Errective Dates.—

(1) The amendments made by subsection (a) shall apply to

property placed in service after December 31, 1970.

(2) The amendment made by subsection (7b) shall apply to

taxable years ending after December 31, 1970.

(3) The amendments made by subsection (¢) shall apply to

taxable years beginning after December 31, 1969.

509

"Reasonable
allowance,'"

68 A State 77;
83 Stat, 674,
26 USC 263,

68A Stats 45,69,



510

Ante, ps 508,

68 A Stat, 42;
83 Stat. 676,
26 USC 151.

PUBLIC LAW 92-178-DEC. 10, 1971 [85 StAT.

(e) TraxsrrroNar, RULEs.—

(1) Reawn propErTY.—In the case of buildings and other items
of section 1250 property for which a separate guideline life is pre-
scribed in Revenue Procedure 62-21 (as amended and supple-
mented), the class lives first dprescribed by the Secretary of the
Treasury or his delegate under section 167(m) of the Internal
Revenue Code of 1954 shall be the same as the guideline lives for
such property in effect on December 31, 1970. Any such property
which is placed in service by the taxpayer during the period begin-
ning on January 1, 1971, and ending on December 31, 1973 (or
such earlier date on which a class life subsequently prescribed by
the Secretary of the Treasury or his delegate under such section
becomes effective for such property) may, in accordance with
regulations prescribed by the é]ecretary of the Treasury or his
de%':_gate, be excluded by the taxpayer from an election under such
section if a life for such property shorter than the class life pre-
scribed in accordance with the preceding sentence is justified under
Revenue Procedure 62-21 (as amended and supplemented).

(2) Sussipiary assers.—If a significant portion of a class of

roperty first prescribed by the Secretary of the Treasury or his
delegate under section 167(m) of the Internal Revenue%Ode of
1954 consists of subsidiary assets, all such subsidiary assets in such
class placed in service by the taxpayer during the period begin-
ninﬁ on January 1,1971, and ending on December 31, 1973 (or such
earlier date on which a class which includes such subsidiary assets
subsequently prescribed by the Secretary of the Treasury or his
delegate under such section becomes effective), may, in accordance
with regulations prescribed by the Secretary of the Treasury or
his delegate, be excluded by tl}lle taxpayer from an election under
such section.

TITLE II—CHANGES IN PERSONAL
EXEMPTIONS, MINIMUM STANDARD
DEDUCTION, WITHHOLDING, ETC.

SEC. 201. INCREASE IN PERSONAL EXEMPTION.

(a) Increase 1N PErsonan Exemprion o $675 ror 1971, —Effective
with respect to taxable years beginning after December 31, 1970, and
before January 1, 1972—

(1) section 151 (relating to allowance of deductions for per-
sonal exemptions) is amended by striking out “$650” each place
it appears and inserting in lieu thereof “$675"; and

(2) section 6013(b) (3% (A) (relating to assessment and collec-
tion in case of certain returns of husband and wife) is amended
by striking out “$650” each place it appears and inserting in lieu
tgereof “$675"; and by striking out “$1,300” each place it appears
and inserting in lieu thereof “$1,350".

(b) IncreasE IN Personan Exemperion To $750 ror 1972 Anp Sue-
sEQUENT YEeArs.—Effective with respect to taxable years beginning
after December 31, 1971—

(1) section 151 (relating to allowance of deductions for per-
sonal exemptions) is amended by strikinﬁ out “$675” each place
it appears and inserting in lieu thereof *$750”; and

(2) section 6013(b) (3) (A) (relating to assessment and col-
lection in the case of certain returns of husband and wife) is
amended by striking out “$675” each place it appears and insert-
ing in lieu thereof “$750”; and by striking out “$1,350” each
place it appears and inserting in lieu thereof “$1,500”,
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(¢) Tecuntcar AMeENDMENT.—Subsections (¢) and (d) of section
801 of the Tax Reform Act of 1969 are hereby repealed.

SEC. 202. INCREASE IN PERCENTAGE STANDARD DEDUCTION.

Effective with respect to taxable years beginning after December 31,
1971, the last two lines in the table in section 141(b) (relating to per-
centage standard deduction) are amended to read as follows:

#1972 and thereafter 15 2, 000”.
SEC. 203. LOW INCOME ALLOWANCE.

(a) Exnanation or Praseour ror 1971.—Effective with respect to
taxable years beginning after December 31, 1970, and before January
1, 1972, section 141 (¢) (relating to low income allowance) is amended
to read as follows:

“(¢) Low Incomr Arrowaxce—The low income allowance is
$1,050)(§525 in the case of a married individual filing a separate
return).

(b) Ixcrease or Low Income ArrowaNcE For 1972 axp THere-
AFTER.—Effective with respect to taxable years beginning after Decem-
ber 31, 1971, section 141(c) (relating to low income allowance) is
amended to read as follows:

“(c) Low INcome ArLowanNcE—The low income allowance is
$1,300 (?650 in the case of a married individual filing a separate
return).’

(e¢) TecuN1cAL AMENDMENT.—Section 802(e) of the Tax Reform
Act of 1969 is hereby repealed.

SEC. 204. FILING REQUIREMENTS.

(a) I~ GeEnEranL.—Effective with respect to taxable years beginning
after December 31, 1971, section 6012(a) (1) (relating to persons
required to make returns of income) is amended—

(1) by striking out “$600” each place it appears and inserting
in lieu thereof “$750”;

(2) by striking out “$1,700” each place it appears and insert-
ing in lieu thereof “$2,050";

(8) by striking out “$2,300” each place it appears and insert-
ing in lieu thereof “$2.800”; and

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

“%E}) Every individual having for the taxable year a
gross income of $750 or more and to whom section 141(e)
(relating to limitations in case of certain dependent tax-
payers) applies;”.

(b) TecuN1cAL AMENDMENT.—Section 941(d) of the Tax Reform
Act of 1969 is hereby repealed.

SEC. 205. CERTAIN FISCAL YEAR TAXPAYERS,

Section 21 (relating to effect of changes) is amended by adding at
the end thereof the following new subsection :

“(e) CuanGes MapE BY REVENUE Acr or 1971.—In applying sub-
section (a) to a taxable year of an individual which is not a calendar
year, each change made by the Revenue Act of 1971 in section 141
(relating to the standard deduction) and section 151 (relating to per-
sonal exemptions) shall be treated as a change in a rate of tax.”

SEC. 206. ELECTION OF STANDARD DEDUCTION.

Effective with respect to taxable years beginning after December 31,
1970, dsée&cigon 144 rela.ti‘il Obgo’?lectli:mlof standard ded(imtion) is
amen striking out “$5 each place it a rs and insertin
in Tie thepeof “§10.000%, 5 TR %
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SEC. 207. WAIVER OF PENALTY FOR UNDERPAYMENT OF 1971 ESTI.
MATED INCOME TAX.

(a) Warver or Pexanty—Notwithstanding any other provision of
lay, section 6654 (a) of the Internal Revenue Code of 1954 (relating to
addition to tax for failure by individual to pay estimated income tax)
shall not ap&y to any taxable year beginning after December 31, 1970,
and ending before January 1, 1972—

(1) if gross income for the taxable year does not exceed $10,000
in the case of—
(A) a single individual other than a head of a household
(as defined in section 2(b) of such Code) or a surviving
spouse (as defined in section 2 (a) of such Co ?} ;or
(B) a married individual not entitled under section 6013
of such Code to file a joint return for the taxable year; or
(2) if gross income for the taxable year does not exceecf $20,000
in the case of—
A) a head of a household (as defined in seetion 2(b) of
such Code) ; or
(B) a surviving spouse (as defined in section 2(a) of such
Code) ; or
(3) in the case of a married individual entitled under section
6013 of such Code to file a joint return for the taxable year, if
the aggregate gross income of such individual and his spouse for
the taxable year does not exceed $20,000.

(b) LoyararroN.—Subsection (a) shall not apply if the taxpayer
has income from sources other than wages (as defined in section 3401
(a) of such Code) in excess of $200 for the taxable year ($400 in the
case of a husband and wife entitled to file a joint return under section
6013 of such Code for the taxable year).

SEC. 208. ADJUSTMENT OF WITHHOLDING.

(a) ReQumeMENT oF WirnHoLpiNG.—Section 3402(a) (relating
to requirement of withholding) is amended by striking out para-
graphs (1) through (5) and inserting in lieu thereof the following:

“Table 1.—If the payroll period with respect to an employee is WEEKLY
“(a) Single Person—Including Head of Household :

“If the amount of wages is: The amount of income tax to be with-
: held shall be:

Not over $11 0.
Over $11 but not over $35_._________ 149 of excess over $11.
Over $35 but not over $7T3_ - $3.36 plus 189 of excess over $35.
Over 878 but not over $202______ ——— $10.20 plus 219 of excess over $73.
Over $202 but not over $231_______ $37.29 plus 239 of excess over $202.
Over $231 but not over $2609________ $43.96 plus 279, of excess over $231.
Over $269 but not over $333________ $54.22 plus 319% of excess over $269.
Over $333 $74.06 plus 359 of excess over $333.
“(b) Married Person:

“If the amount of wages is: The amount of income tax to be with-

held shall be:

Not over $11 0.
Over $11 but not over $39________ 149% of excess over $11.
Over $39 but not over $167________ $3.92 plus 169, of excess over $39.
Over $167 but not over $207.______ $2440 plus 209 of excess over $167.
Over $207 but not over $324________ $32.40 plus 249 of excess over $207.
Over $324 but not over $409________ $60.48 plus 289 of excess over $324.
Over $409 but not over $486________ $84.28 plus 329 of excess over $409.

Over $486 $108.92 plus 369 of excess over $486.
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“Table 2.—If the payroll period with respect to an employee is BIWEEKLY
“(a) Single Person—Including Head of Household :

“If the amount of wages is: The amount of income tax to be with-
held shall be:

Not over $21 N -
Over $21 but not over $69__________ 149, of excess over $21.
Over $69 but not over $146_________ $6.72 plus 189 of excess over $69.
Over $146 but not over $404________ $20.58 plus 219, of excess over $146.
Over $404 but not over $462_________ $74.76 plus 23% of excess over $404.
Over §$462 but not over $538________ $88.10 plus 279 of excess over $462.
Over $538 but not over $665________ $108.62 plus 319% of excess over $538.
R I e e $147.99 plus 35% of excess over $665.
“(b) Married Person:

“If the amount of wages is: The amount of income tax to be with-

held shall be:

Not over §2l . e o 0.
Over $21 but not over $79. . ____ 149 of excess over $21.
Over $79 but not over $335.________ $8.12 plus 16% of excess over $79.
Over $335 but not over $413_________ $49.08 plus 209 of excess over $335.
Over $413 but not over $648________ $64.68 plus 249 of excess over $413.
Over $648 but not over $817_________ $121.08 plus 28% of excess over $648.
Over $817 but not over §971________ $168.40 plus 329 of excess over $817.
L8l R - o I S A S R $217.68 plus 309% of excess over $971.

“Table 3.—If the payroll period with respect to an employee is SEMIMONTHLY
“(a) Single Person—Including Head of Household:

“If the amount of wages is: The amount of income tax to be with-
held shall be:

Not over $23 0.
Over $238 but not over $76_--—_______ 149 of excess over $23.
Over $76 but not over §158__________ $7.28 plus 18% of excess over $75.
Over $158 but not over $438_ . ______ $22.22 plus 219% of excess over $158.
Over $438 but not over $500_________ $81.02 plus 23% of excess over $438.
Over $500 but not over §583_________ $95.28 plus 279% of excess over $500.
Over $583 but not over $721_________ $117.69 plus 319, of excess over $583.
Over $721 -—-- $160.47 plus 35% of excess over $721.
“(b) Married Person:

“If the amount of wages is: The amount of income tax to be with-

held shall be:

Not over $23 0.
Over $23 but not over $85___________ 14% of excess over $23.
Over $85 but not over $363__________ $8.68 plus 16% of excess over $85.
Over $363 but not over $448_________ $53.16 plus 209 of excess over $363.
Over $448 but not over $702_________ $70.16 plus 249 of excess over $448,
Over $702 but not over §885_________ $131.12 plus 289, of excess over $702.
Over $885 but not over $1,052________ $182.36 plus 329, of excess over $885.
Over $1,052__ $235.80 plus 369, of excess over $1,052,

“Table 4.—If the payroll period with respect to an employee is MONTHLY
“(a) Single Person—Including Head of Household:

“If the amount of wages is: The amount of income tax to be with-
held shall be:

Not over §46 S
Over $46 but not over $150___._____._ 14% of excess over $46.
Over $150 but not over $317________ $14.56 plus 189, of excess over $150.
Over $317 but not over $876_______ - $44.62 plus 219% of excess over $317.
Over $875 but not over $1,000-_______ $161.80 plus 23% of excess over $875.
Over $1,000 but not over §1,167______ $190.55 plus 279 of excess over $1,000.
Over $1,167 but not over $1,442______ $235.64 plus 319, of excess over $1,167.

Over $1,442 - $320.89 plus 35% of excess over $1,442,
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“Table 4—If the payroll period with respect to an employee is MONTHLY—

Contin

“(b) Married Person:
“If the amount of wages is:

Not over $46
Over $46 but not over $171. .~
Over $171 but not over $725_________
Over $725 but not over $896._ .~
Over $890 but not over $1,404_______
Over $1,404 but not over $1,771-.__~
Over $1,771 but not over $2104_____
Over $2,104

ued

The amount of income tax to be with-
held shall be:

149 of excess over $46.

$17.50 plus 169 of excess over $171.

$106.14 plus 209 of excess over $725.
$140.34 plus 249 of excess over $806.

$262 26 plus 289 of excess over $1,404.

$365.02 plus 829 of excess over $1,771.

$471.58 plus 369 of excess over $2,104.

“Table 5.—If the payroll period with respect to an employee is QUARTERLY
“(a) Single Person—Including Head of Household:

“If the amount of wages is:

Not over $138
Over $138 but not over $450_ . ______~
Over $450 but not over $950. . ___
Over $950 but not over $2,6256_______
Over $2,625 but not over $3,000_ ____
Over $3,000 but not over $3,600______
Over $3,500 but not over $4,325______
Over $4,325

“(b) Married Person:
“If the amount of wages is:

Not over $138
Over $138 but not over $613 . ___
Over $513 but not over $2,175______-
Over $2,175 but not over $2,688______
Over $2,688 but not over $4,213_____
Over §4,213 but not over §5,313_____
Over §5,313 but not over §6,313______

Over $6,313__

The amount of income tax to be with-
held shall be:

149 of excess over $138.

$43.68 plus 18% of excess over $450.
$133.08 plus 219 of excess over $950.
$485.43 plus 239 of excess over $2,625,
$571.68 plus 27% of excess over $3,000.
$706.68 plus 31% of excess over $3,500.
$962.43 plus 35% of excess over $4,325.

The amount of income tax to be with-
held shall be:

0.

149 of excess over $§138.

$52.50 plus 16% of excess over $513.

$318.42 plus 20% of excess over $2,175.

§421.02 plus 249, of excess over $2,688,

$787.02 plus 289, of excess over $4,213.

$1,005.02 plus 32% of excess over
$5,313.

$1,415.02 plus 36% of excess over
$6,313.

“Table 6.—If the payroll period with respect to an employee is SEMIANNUAL

“(a) Single Person—Including Head of Household :

“If the amount of wages is:

Not over $275
Over $2756 but not over $900_______
Over $900 but not over $1,900
Over $1,900 but not over $5,250_—___
Over $5,250 but not over $6,000- .-
Over $6,000 but not over $7,000_.___
Over $7,000 but not over $8,650_____
Over $8,

“(b) Married Person:
“If the amount of wages is:
Not over $275
Over $275 but not over $1,025_ -
Over $1,025 but not over $4,350_.__
Over $4,350 but not over $5,375--—
Over $5,3756 but not over $84256____
Over $8,425 but not over $10,625_.-

Over $10,625 but not over $12,625--
Over $12,625

The amount of income tax to be with-
held shall be:

0.

149, of excess over $275.

$87.50 plus 189 of excess over $900.
$267.50 plus 21% of excess over $1,900.
$971.00 plus 23% of excess over $5,250.
$1,143.50 plus 279 of excess over $6,000,
$1,413.50 plus 319, of excess over §7,000,
$1,925.00 plus 359 of excess over $8,650.

The amount of income tax to be with-
o held shall be:

14% of excess over $275.

$105.00 plus 16% of excess over $1,025.
$637.00 plus 209, of excess over $4,350.
$842.00 plus 24% of excess over $5,375.
$1,674.00 plus 289% of excess over

$8,425,
$2,100,00 plus 329% of excess over

$10,625.
$2,880.00 plus 36% of excess over
$12,625.
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“Table 7.—If the payroll period with respect to an employee is ANNUAL

“(a) Single Person—Including Head of Household :

“If the amount of wages is:
Not over $550
Over $550 but not over $1,800_____
Over $1,800 but not over $3,800____
Over $3,800 but not over $10,500___
Over $10,500 but not over $12,000__
Over $12,000 but not over $14,000_-
Over $14,000 but not over $17,300__

Over $17,300

“(b) Married Person:
“If the amount of wages is:

Not over $550
Over $550 but not over $2,050_______
Over $2,050 but not over $8,700______
Over $8,700 but not over $10,750______
Over $£10,750 but not over $16,850____

Over $16,850 but not over $21,250____
Over $21,250 but not over $25,250____
Over $25,250___

The amount of income tax to be with-
held shall be:

1—1% of excess over $550.

$175.00 plus 189 of excess over $1,800.

$585.00 plus 219 of excess over $3,800.

$1,942,00 plus 239 of excess over
10,500.

$2,287 00&)0 plus 27% of excess over

$2.B27.00 plus 319% of excess over
$14,000.

$3,850.00 plus 35% of excess over
$17,300.

The amount of income tax to be with-
held shall be:

0.

149 of excess over $550.

$210.00 plus 169 of excess over $2,050.

$1,274.00 plus 209, of excess over
$8,700.

$1,684.00 plus 249, of excess over
$10,750.

$3,148.00 plus 287 of excess over
$16,850.

$4,380.00 plus 329% of excess over

$5,660.00 plus 36% of excess over
$25,250.

“Table 8.—If the payroll period with respect to an employee is a DAILY payroll
period or a miscellaneous payroll period

“(a) Single Person—Including Head of Household:

“If the amount of wages divided by the
number of days in the payroll pe-
riod is:

Not over  §LS0-_ .
Over $1.50 but not over $4.90________
Over $4.90 but not over $10.40_______
Over $10.40 but not over $28.80______
Over $28.80 but not over $32.90______
Over $32.90 but not over $38.40______
Over $38.40 but not over $47.40______
Over $47.40___ L L

“(b) Married Person:

“If the amount of wages divided by the
number of days in the payroll pe-
riod is:

Not over $1.50. hoA
Over $1.50 but not over $5.60________
Over $5.60 but not over $23.80_______
Over $23.80 but not over $29.50______
Over $29.50 but not over §46.20______
Over $46.20 but not over $58.20______
Over $58.20 but mot over $69.20______
Over $69.20 =

75-432 0 - 72 - 35

The amount of income tax to be with-
held shall be:

149 of excess over $1.50.

$0.48 plus 18% of excess over $4.90,
$1.47 plus 219 of excess over $10.40.
$5.38 plus 239 of excess over $28.80.
$6.27 plus 279 of excess over $32.90.
$7.76 plus 31% of excess over $38.40.
$10.55 plus 835% of excess over $47.40,

The amount of income tax to be with-
held shall be:

0.

14 of excess over §1.50.

$0.57 plus 16% of excess over $5.60.
$3.48 plus 20% of excess over $23.80,
$4.62 plus 249 of excess over $28.50.
$8.63 plus 289 of excess over $46.20.
$11.99 plus 329 of excess over $58.20.
$15.51 plus 369 of excess over $69.20.”
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(b) PercENTAGE METHOD OF WITHHOLDING.—
(1) Section 3402(b) (1) (relating to percentage method of
withholding) is amended to read as follows:
“(1) The table referred to in subsection (a) is as follows:

“Percentage Method Withholding Table
Amount of one

wi i
“Payroll period: e
Weekly - e $14. 40
Biweekly L AT Skissges gt 28. 80
Semimonthly 31. 30
2.1 e g S e S Sl e T e Sy e T S P 62. 50
Quarterly -_ s 187, 50
Memiamynl oo e S e oo - 375,00
Annual 750. 00
Daily or miscellaneous (per day of such period) - ___________ 2.10."

(2) Paragraphs (3) and (4) of section 805(b) of the Tax

Reform Act of 1969 are hereby repealed.

(¢) WiTHHOLDING ALLOWANOCE FOR STANDARD DEDUCTION.—

(1) Section 3402(f) (1) (relating to withholding exemptions)

is amended—

(Ag by striking out “and” at the end of subparagraph (E),
(B) by striking out the period at the end of subparagraph
(F) and inserting in lieu thereof *; and”, and

(C) by adding at the end thereof the following:

“(G) a standard deduction allowance which shall be an
amount equal to one exemption unless (i) he is married (as
determined under section 143) and his spouse is an employee
receiving wages subject to withholding or (ii) he has with-
holding exemption certificates in effect with respect to more
than one employer.

For purgoses of this title, any standard deduction allowance
under subparagraph (G) shall be treated as if it were denomi-
nated a withholding exemption.”

(d) WrranoLDING ExEMPTIONS WHERE EMPLOYEE Has More THAN
Oxe Emprover.—Section 3402(f) (relatin}% to withholding exemp-
tions) is amended by adding at the end thereof the following new
paragraph:

e {JT) EXEMPTION WHERE CERTIFICATE WITH ANOTHER EMPLOYER

18 1§ EFFECT.—If a withholding exemption certificate is in effect
with respect to one employer, an employee shall not be entitled
under a certificate in effect with any other employer to any with-
holding exemption which he has claimed under such first certifi-
cate.”

(e) DETERMINATION OF AMOUNT OF WITHHOLDING ALLOWANCE.—
Section 8402(m) (1) (B) (relating to withholding allowances based
on itemized deductions) is amended to read as follows: ",

“(B) an amount equal to the lesser of (i) $2,000 or (ii)
15 percent of his estimated wages.”

(f) WiraHOLDING ALLOWANCE Basep on PrecEpineg YEar 1N CEr-
raIN Cases.—Section 3402 (m) is amended—

(1) by striking out in the second sentence of paragraph (2) (A)
“for the taxable year preceding the estimation year” and insert-
ing in lien thereof “for the taxable Eear preceding the estimation
year or (if such a return has not been filed for such preceding
taxable year at the time the withholding exemption certificate is
furnished the employer) the second taxable year preceding the
estimation year”,

(2) by amending the first sentence of paraFmEJh (2) (D) to
read as follows: “lﬁ the case of an employee who files his return
on the basis of a calendar year, the term ‘estimation year’ means
the calendar year in which the wages are paid.”, and



85 StaT. ] PUBLIC LAW 92-178-DEC. 10, 1971

3) by striking out subparagraphs (B) and (C) of paragraph
(3%, )and redesignating subparagraphs (%)) and (E) as subpara-
raphs (B) and (C), respectively. 3

(g% ONFORMING / MENT.—Section 3402 (c) (6) Qre]atlng to
wage bracket withholding) is amended strlkm% out “paragraph
(1) (2£l (3), (4),0r (5) (whichever isapplicable) of”.

(fn) 1rTEEN-DAY ExtENsion oF Existine WiraHorpiNg Provi-
SIONS.—

(1) Paragraph (3) of section 3402(a) (relating to requirement
of Wlthholdmgg is amended by striking out “January 1, 1972” and
inserting in lieu thereof “January 16, 1972,

(2) Paragraph (2) of section 805(b) of the Tax Reform Act
of 1969 (relating to percentage method of withholding) is amended
by striking out “January 1, 1972 and inserting in lien thereof
“January 16, 1972".

(i) Errecrive DATE—

(1) The amendments made by this section (other than subsec-
tion (h)) shall apply with respect to wages paid after Jan-
uary 15, 1972,

(2) The amendments made by subsection (h) shall apply with
respect to wages paid after December 31, 1971, and before Jan-
uary 16,1972,

SEC. 209. CHANGES IN REQUIREMENTS OF DECLARATION OF ESTI-

MATED INCOME TAX BY INDIVIDUALS,

(a) GeneraL Rure.—Section 6015(a) (relating to the requirement
of declaration of estimated income tax by indiviguals) is amended to
read as follows:

“(a) ReQuirEMENT oF DEcLARATION.—EXcept as otherwise provided
in this section, every individual shall make a declaration of his esti-
mated tax for the taxable year if—

“(1) the gross income for the taxable year can reasonably be
expected to exceed—

“(A) $20,000, in the case of—

“(1) a single individual, including a head of a house-
hold (as defined in section 2(b)) or a surviving spouse
(as defined in section 2 (a)) : or

“(i1) a married individual entitled under subsection

(b} to file a joint declaration with his spouse, but only

if his spouse has not received wages (as defined in sec-

tion 3401 (a) ) for the taxable year; or

“(B) $10,000, in the case of a married individual entitled
under subsection (b) to file a joint declaration with his spouse,
but only if both he and his spouse have received wages (as
defined in section 3401(a)) for the taxable year; or

“(C) $5,000, in the case of a married individual not
entitled under subsection (b) to file a joint declaration with
his spouse; or

“(2) the gross income can reasonably be expected to include
more than $500 from sources other than wages (as defined in sec-
tion 3401(a)).

Notwithstanding the provisions of this subsection, no declaration is

rvequired if the estimated tax (as defined in subsection (c)) can rea-

sonably be expected to be less than $100.”

(ll)) E_l-*im:cm DAm.-—.Thfed amendf?ent m}:m]de by tlLi: section slfltsgl
apply with respect to estimated tax for taxable years beginning after
December 31, 1971, e
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SEC. 210. CERTAIN EXPENSES TO ENABLE INDIVIDUALS TO BE GAIN-
FULLY EMPLOYED.
(a) INn GENERAL—Section 214 (relating to expenses for care of cer-
tain dependents) is amended to read as follows:

“SEC. 214. EXPENSES FOR HOUSEHOLD AND DEPENDENT CARE SERV-
ICES NECESSARY FOR GAINFUL EMPLOYMENT.

“(a) Arrowance or Depvcrion.—In the case of an individual who
maintains a household which includes as a member one or more quali-
fying individuals (as defined in subsection (b) (1)), there shall be
allowed as a deduction the employment-related expenses (as defined in
subsection (b) (2)) paid by him during the taxable year.

“(b) Derixtrions, Exc—For purposes of this section—

“(1) QuarrryiNe iNpvibuAL—The term ‘qualifying individ-
nal’ means—

“(A) a dependent of the taxpayer who is under the age of
15 and with respect to whom the taxpayer is entitled to a
deduction under section 151 (e), : .

“(B) a dependent of the tax]i)ayer who is physically or men-
tally incapable of caring for himself, or

“(C) the spouse of the taxpayer, if he is physically or
mentally incapable of caring for himself.

“(2) EMPLOYMENT-RELATED EXPENSES.—The term ‘employment-
related expenses’ means amounts paid for the following expenses,
but only if such expenses are incurred to enable the taxpayer to
be gainfully employed : 4

“(A{ expenses for household services,and

“(B) expenses for the care of a qualifying individual.

“(3) MarNrainINg A HOUSEHOLD.—An Individual shall be
treated as maintaining a household for anfr period only if over
half of the cost of maintaining the household during such period
is furnished by such individual (or if such individual is married
during such period, is furnished by such individual and his
spouse).

4 cl)) Lmzrr‘-\'rrcms oN AmounNts DEpUCTIBLE.—

“(1) I~ ceneran.—A deduction shall be allowed under sub-
section (a) for employment-related expenses incurred during any
month only to the extent such expenses do not exceed $400.

“(2)“?:1{1;3?5% MUST BE }ER SEl;VICES IN 'I&I;Ei ;LOESEEg?:é;ph

4 N GENERAL.—Except as provi
(B), a deduction shall be aﬁowe(F under subsection (a) for
employment-related expenses onlly if they are incurred for
services in the taxpayer’s household. !
_ ¥(B) ExcrerioN.—Employment-related expenses described
in subsection (b)(2)(B) which are incurred for services
outside the taxpayer’s household shall be taken into account
only if incurred for the care of a qualifying individual
described in subsection (b)(1)(A) and only to the extent
such expenses incurred during any month do not exceed—
“(i) $200, in the case of one such individual,
“(i1) $300, in the case of two such individuals, and
“(iil) $400, in the case of three or more such
individuals,

“(d) I~come Limrrarion.—If the adjusted gross income of the tax-
payer exceeds $18,000 for the taxable year during which the expenses
are incurred, the amount of the employment-related expenses incurred
during any month of such year which may be taken into account under
this section shall (after the application of subsections (e) (5) and (¢))
be further reduced by that portion of one-half of the excess of the
adjusted gross income over $18,000 which is properly allocable to such
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month. For purposes of the preceding sentence, if the taxpayer is
married during any period of the taxable year, there shall be taken
into account the combined adjusted gross income of the taxpayer and
his spouse for such period. ) )

¥ (g) Seecian Rures.—For purposes of this section—

“(1) MARRIED COUPLES MUST FILE JOINT RETURN.—If the tax-
payer is married at the close of the taxable year, the deduction
provided by subsection (a) shall be allowed only 1f the taxpayer
and his spouse file a single return jointly for the taxable year.

“(2) GAINFUL EMPLOYMENT REQUIREMENT.—If the taxpayer is
married for any period during the taxable year, there shall be
taken into account employment-related expenses incurred during
any month of such period only if—

“(A}lﬂkjaoth spouses are gainfully employed on a substan-
tiall -time basis, or
“(B) the spouse is a qualifying individual described in

subsection (b) (1) (C).

*(3) CERTAIN MARRIED INDIVIDUALS LIVING APART.—An indi-
vidual who for the taxable year would be treated as not married
under section 143 (b) if paragraph (1) of such section referred to
any dependent, shall be treated as not married for such taxable
year.

“(4) PAYMENTS TO RELATED INDIVIDUALS.—No deduction shall
be allowed under subsection (a) for any amount paid by the tax-
ayer to an individual bearing a relationship to the taxpayer
hescribed in paragraphs (1) through (8) of section 152(a) (relat-
ing to definition of dependent) or to a dependent described in
paragraph (9) of such section.

“(5) E’.EDUC’I‘ION FOR CERTAIN PAYMENTS.—In the case of employ-
ment-related expenses incurred during any taxable year solely
with respect to a qualifying individual (other than an individual
who is also described in subsection (b)(1)(A)), the amount of
such expenses which may be taken into account for purposes of
this section shall (before the application of suheection (c)) he
reduced—

“(A) if such individual is described in subsection (b) (1)

(B), by the amount by which the sum of—

(i) such individual’s adjusted gross income for such
taxable year, and

“(ii) the disability payments received by such indi-
vidual during such year,

exceeds $750, or

“(B) in the case of a qualifying individual described in
subsection (b) (1) (C), by the amount of disability payments
received by such individual during the taxable year.

For purposes of this paragraph, the term ‘disability payment’
means a payment (other than a gift) which is made on account of
the physical or mental condition of an individual and which is not
included in gross income.

“(f) Recurarions.—The Secretary or his delegate shall preseribe

such regulations as may he necessary to carry out the purposes of this
section.”
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(b) Crericar AmenomenT.—The table of sections for part VII of
subchapter B of chapter 1 is amended by striking out the item relating
to section 214 and inserting in lieu thereof the following:

“Sec. 214. Expenses for household and dependent care services
necessary for gainful employment.”

(¢) Errecrive Date—-The amendments made by this section shall
apply to taxable years beginning after December 81, 1971,

SEC. 211. LEVIES ON SALARIES AND WAGES.

(a) Wrrrrexy Norice Requirep.—Section 6331 (relating to levy and
distraint) is amended by redesignating subsection (d) as (e) and by
inserting after subsection (c¢) the following new subsection:

“(d) Sarary AND WaGES.—

“(1) I~ eeNeraL—Levy may be made under subsection (a)
upon the salary or wages of an individual with respect to any
unpaid tax only after the Secretary or his delegate has notified
such individual in writing of his intention to make such levy.
Such notice shall be given in person, left at the dwelling or usual
place of business of such individual, or shall be sent by mail to
such individual’s last known address, no less than 10 days before
the day of levy. No additional notice shall be required in the case
of successive levies with respect to such tax.

*(2) Jrorarny.—Paragraph (1) shall not apply to a levy if the
Secretary or his delegate has made a finding under the last sen-
tence of subsection (a) that the collection of tax is in jeopardy.”

(b) Errectivi Dare.—The amendments made by this section shall
apply with respect to levies made after March 31, 1972.

TITLE III—STRUCTURAL IMPROVEMENTS

SEC. 301, UNEARNED INCOME OF TAXPAYERS WHO ARE DEPENDENTS
OF OTHER TAXPAYERS.

(a) LimrratioN or Stanparp DepuctioN.—Section 141 érelatin
to the standard deduction) is amended by adding at the end thereo
the following new subsection :

“(e) Linrrarions 1N Case oF CErRTAIN DEPENDENT TaxPaYERS.—In
the case of a taxpayer with respect to whom a deduction under section
151(e) is allowable to another taxpayer for the taxable year—

“(1) the percentage standard deduction shall be computed
only with reference to so much of his adjusted gross income as is
att&ibutable to his earned income (as defined in section 911(b)),
an

“(2) the low income allowance shall not exceed his earned
income for the taxable year,”

(b) Orprionarn Tax.—Section 4(d) (relating to taxpayers ineligible
for optional tax) is amended—

(1) by striking out “or” at the end of paragraph (3) ;
( 2; by striking out the period at the end of paragraph (4) and
inserting in lieu thereof “; or ”; and :

g 3) by adding at the end thereof the following new paragraph:

“(5) an individual if the amount of the standard deduction
otherwise allowable to such individual is reduced under section
141(e).”

(c) EE..E)CTION or Staxparp Depvorion.—Section 144(a) (relating
to election of standard deduction) is amended by adding at the end
thereof the following new paragraph: .

“(4) If the adjusted gross income shown on the return is less
than $10,000, and if the taxpayer cannot elect to pay the tax
imposed i)y section 8 by reason of section 4(d) (5), the standard
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deduction (after the application of section 141(e)) shall be
allowed, notwithstanding paragraph (2), if the taxpayer so elects
i his return.”

(d) Errective Dare.—The amendments made by this section shall
apply to taxable years beginning after December 31, 1971.

SEC. 302. LIMITATION ON CARRYOVERS OF UNUSED CREDITS AND
CAPITAL LOSSES.

(a) Linrrarion oN Carryovers—Part V of subchapter C of chap-
ter 1 (relating to carryovers) is amended by adding at the end thereof
the following new section :

“SEC. 383. SPECIAL LIMITATIONS ON CARRYOVERS OF UNUSED IN-
VESTMENT CREDITS, WORK INCENTIVE PROGRAM CRED-
- ITS, FOREIGN TAXES, AND CAPITAL LOSSES.

*(1) the ownership and business of a corporation are changed
in the manner described in section 382(a) (1), or
“(2) in the case of a reorganization specified in paragraph
(2) of section 381(a), there is a change in ownership described
in section 382(b) (1) (B),
then the limitations provided in section 382 in such cases with respect
to the carryover of net operating losses shall apply in the same manner,
as provided under regulations prescribed by the Secretary or his dele-
gate, with respect to any unused investment credit of the corporation
which can otherwise be carried forward under section 46(b), to any
unused work incentive program credit of the corporation which can
otherwise be carried forward under section 50A(b), to any excess
foreign taxes of the corporation which can otherwise be carried for-
ward under section 904(d), and to any net capital loss of the corpora-
tion which can otherwise be carried ful‘warc{’ under section 1212.”

(b) Crericar AsmexpymextT.—The table of sections of such part V

is amended by adding at the end thereof the following new item:
“Sec, 383, Bpecial limitations on carryovers of unused investment credits,
work incentive program credits, foreign taxes, and capital losses.”

(¢) Errective Date—The amendments made by this section shall
be applicable only with respect to reorganizations and other changes
in ownership occurring after the cate of enactment of this Act pur-
suant to a plan of reorganization or contract entered into on or after
September 29, 1971.

SEC. 303. AMORTIZATION OF CERTAIN EXPENDITURES FOR ON-THE-
JOB TRAINING AND FOR CHILD CARE CENTERS.

(a) Axorrization Depverion.—Part VI of subchapter B of
chapter 1 (relating to itemized deductions for individuals and cor-
porations) is amended by adding at the end thercof the following
new section:

“SEC. 188. AMORTIZATION OF CERTAIN EXPENDITURES FOR ON-THE-
JOB TRAINING AND CHILD CARE FACILITIES.

“(a) Avrowaxce o Depverron.—At the election of the taxpayer,
made in accordance with regulations prescribed by the Secretary or
his delegate, any expenditure chargeable to capital account made by
an employer to acquire, construet, reconstruct, or rehabilitate section
188 property (as defined in subsection (b)) shall be allowable as a
deduction ratably over a period of 60 months, beginning with the
month in which the property is placed in service. The deduction pro-
vided by this section with respect to such expenditure shall be in lien
of any depreciation deduetion otherwise allowable on account of such
expenditure.
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“(b) Section 188 PropErTY.—For purposes of this section, the term
‘section 188 property’ means tangible property which qualifies under
regulations prescribed by the Secretary or his delegate as a facility
for on-the-job training of employees iror lpmspecbive employees) of
the taxpayer, or as a child care center facility primarily fgr the chil-
dren of employees of the taxpayer; except that such term shall not
include—

“(1) any property which is not of a character subject to depre-
ciation; or

*(2) property located outside the United States.

“(e) ArppLicaTioN or Secrion.—This section shall apply only with
respect to expenditures made after December 31, 1971, and {vefore
January 1, 1977.”

(b) Mintmum Tax.—Section 57(a) (relating to items of tax pref-
erence) is amended by inserting after paragraph (9) the following
new paragrapl :

“(10) AMORTIZATION OF ON-THE-JOB TRAINING AND CHILD CARE
FaciLITIES.—With respect to each item of section 188 property
for which an election 1s in effect under section 188, the amount b
which the deduction allowable for the taxable year under suc
section exceeds the depreciation deduction which would otherwise
be allowable under section 167.”

(¢) TECHNICAL AMENDMENTS.—

(1) Section 1245(a) (2) is amended by striking out “or 187"
each place it appears and inserting in lieu thereof “187, or 188",

(2) Section 1245(a) (3) (D) is amended by striking out “or
185" and inserting in lieu thereof *, 185, or 188",

&3) Section 1250(b) (3) is amended by striking out “or 185"
and mserting in lieu thereof “, 185, or 188",

(4) Section 642 (f) is amended by striking out “and 187" and
inserting in lieu thereof “187, and 188".

(5) Section 1082(a)(2)(B) is amended by striking out “or
187" and inserting in lieu thereof “187, or 188",

(6) The table of sections for part VI of subchapter B of chap-
ter 1 is amended by adding at the end thereof the following new
item:

“See, 188, Amortization of certain expenditures for on-the-job
training and child care facilities.”

(d) Errecrive Dare—The amendments made by this section shall
apply to taxable years ending after December 31, 1971.

SEC. 304, EXCESS INVESTMENT INTEREST.

(a) DeriNtTION OF NET LEASE—

(1) Section 57 (c) (relating to definition of net lease) is amended
to read as follows:

#(e) NEr LEASES.—

“(1) Ix eENERAL.—For purposes of this section, property shall
be considered to be subject to a net lease for a taxable year 1f—

“(A) for such taxable year the sum of the deductions of
the lessor with respect to such property which are allowable
solely by reason 0} section 162 (other than rents and reim-
bursed amounts with respect to such property) is less than 15
percent of the rental income produced by such property, or

“(B) the lessor is either guaranteed a specified return or is
guaranteed in whole or in part against loss of income.

“(2) MULTIPLE LEASES OF SINGLE PARCEL OF REAL PROPERTY.—If
a parcel of real property of the taxpayer is leased under two or
more leases, paragraph (1) (A) shall, at the election of the tax-
payer, be applied by treating all leased portions of such prop-
erty as subject to a single lease.
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“(3) ELIMINATION OF 15-PERCENT TEST AFTER 5 YEARS IN CASE OF
REAL PROPERTY.—At the election of the taxpayer, pam%mﬁ;h (1)
(A) shall not a&%]y with respect to real property of the tax-
payer which has been in use for more than 5 years.

(4) Erecrions.—An election under paragraph (2) or (3) shall
be made at such time and in such manner as the Secretary or his
delegate prescribes by regulations.” y

(2) Sectién 163(d) (relating to limitation on interest on
investment indebtedness) is amended—

(A) by striking out clause (i) of paragraph (4) (A) and

inserting in lieu thereof the following:

“(1) for such taxable year the sum of the deductions
of the lessor with respect to such property which are
allowable solely by reason of section 162 (other than
rents and reimbursed amounts with respect to such
pro rtyc'l) is less than 15 percent of the rental income

roduced by such property, or”, and

(IF) b{\ adding at the end thereof the following new

aragraph:

; )(?) REeavL proPERTY LEASES.—For purposes of paragraph (4)
(

“(A) if a parcel of real property of the taxpayer is leased
under two or more leases para%ra&)h (4) (A) (1) shall, at the
election of the taxpayer, be a plied by treating all leased por-
tions of such property as subject to a single lease; and

“(B) at the election of the taxpayer, paragraph (4) (A) (i)
shall not a&glrjlr with respect to real property of the taxpayer
which has in use for more than 5 years.

An election under subparagraph (A) or (B) shall be made at

such time and in such manner as the Secretary or his delegate pre-

seribes by regulations.”
Eb; DeriNtrioN OF EXCESS INVESTMENT INTEREST.—
. (1) Section 57(b) (1) (relating to definition of excess investment
interest) is amended by striking out “exceeds the net investment
incomfe for the taxable year” and inserting in lieu thereof “exceeds the
sum of—
“(A) the net investment income for the taxable year, and
“(B) the amount (if any) by which the deductions allowable
under sections 162, 163, 164(a) (1) or (2), and 212 attributable to
property of the taxpayer subject to a net lease exceeds the gross
rental income produced by such property for the taxable year”.
_ (2) Section 163 F d) (1) (B) (relating to limitation on interest on
investment indebtedness) is amended to read as follows:

“(B) the amount of the net investment income (as defined
in paragraph (3? (A)), plus the amount (if any) by which
the deductions allowable under this section (determined with-
out regard to this subsection) and sections 162, 164(a) (1) or
(2), or 212 attributable to property of the taxpayer subject
to a net lease exceeds the rental income produced by such
property for the taxable year, plus”.

(¢) EvrecrioN BY MEMBERS OF ParTNERsHIP—Section 703 (b) (re-
lating to elections of a partnership) is amended by—

(1) striking out “or” after * Srels.tmg to pre-1970 exploration
e ditures)” and inserting in lieu thereof a comma; and

52) inserting after “(relating to deduction and recapture of
certain ing exploration expenditures)” the following: “under
section 57(¢) (relating to definition of net lease), or under section

163 (EE) (relating to limitation on interest on invec*ment indebted-
ness) ",
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(d) Erecrive Smarr Business CorroraTioNs.—Section 57(b) (2)
(C) (relating to items of tax preference) and section 163(d) (3) (C)
(relating to interest on investment indebtedness) are each amended
by striking out “sections 164(a)(1) or (2)” and inserting in lieu
thereof “sections 162,164 (a) (1) or (2)”.

(e) Errrcrive Dares.—The amendments made by this section to
section 57 of the Internal Revenue Code of 1954 shall apply to tax-
able years beginning after December 31, 1969. The amendments made
by this section to section 163 of such Code shall apply to taxable years
beginning after December 31, 1971.

SEC. 305. FARM LOSSES OF ELECTING SMALL BUSINESS CORPORA-
TIONS.

(a) Compuration oF Nonrary Apsustep Gross INcome—Section
1251(b) (2) (B) is amended by striking out the last sentence and insert-
ing in lieu thereof the following new sentences:

“This subparagraph shall not apply to an electing small
business corporation for a taxable year if on any day of such
year a shareholder of such corporation is an individual who,
for his taxable year with which or within which the taxable
year of the corporation ends, has a farm net loss or is a
shareholder of another electing small business corporation
which has a farm net loss for its taxable year ending within
such taxable year of the individual. For purposes of clause
(1), in the case of an electing small business corporation the
nonfarm adjusted gross income of the corporation shall be
increased by the amount of the nonfarm adjusted gross income
of that shareholder (on any day of the corporation’s taxable
year) who has the highest amount of all such shareholders of
nonfarm adjusted gross income for his taxable year with
which or within which the taxable year of the corporation
ends.”

(b) Errective Dare—The amendment made by this section shall
apply to taxable years ending after the date of the enactment of this
Act.

SEC. 306. CAPITAL GAIN DISTRIBUTIONS OF CERTAIN TRUSTS.

(a) AsmeExpMENT TO SECTION 665 (2) —Eflective with respect to tax-
able years beginning after December 31, 1968, subsection (g) of section
665 (relating to definition of capital gain distribution) is amended by
striking out “for such taxable year” the first place it appears therein.

(b) ArrricarroN To Trusts 1¥ ExisTeENCE oN DECEMBER 31, 1969.—
Section 331(d) (2) (C) of the Tax Reform Act of 1969 is amended by
striking out “January 1, 1972” each place it appears therein and insert-
ing in lieu thereof “January 1, 1973”7,

SEC. 307. APPLICATION OF WESTERN HEMISPHERE TRADE CORPORA-
TION PROVISION UNDER THE VIRGIN ISLANDS TAX LAWS.

For purposes of applying the income tax laws of the United States
with respect to the Virgin Islands under the Act of July 12, 1921
(42 Stat. 123; 48 U.S.C. 1397), subpart C of part IIT of subchapter
N of chapter 1 of the Internal Revenue Code of 1954 (relating to
Western Hemisphere Trade Corporations) shall be treated as having
been repealed eg'ectiva with respeect to taxable years beginning after
the date of the enactment of this Act.

SEC. 308. CAPITAL GAINS AND STOCK OPTIONS.

(a) In GexeraL.—Section 58(g)(2) (relating to tax preferences
attributable to foreign sources) is amended by adding at the end
thereof the following new sentence :

“For purposes of this paragraph, preferential treatment is
accorded such items which are attributable to a foreign country
or possession of the United States if such country or possession
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imposes no significant amount of tax with respect to such items.”.

(b) Errecrive Date—The amendment made by this section shall
apply to taxable years beginning after December 31, 1969.

SEC. 309. CERTAIN TREATY CASES.

(a) In GExerAL.—The second sentence of section 7422 ((if) (1) (relat-
ing to limitation on right of action for refund) is amended by insert-
ing before the period at the end thereof “and notwithstanding the
pmvi)s,i’ons of section 1502 of such title 28 (relating to certain treaty
cases)”.

(b) Errective Date—The amendment made by subsection (a)
shall apply to suits or proceedings which are instituted after January
30, 1967.

SEC. 310. BRIBES, KICKBACKS, MEDICAL REFERRAL PAYMENTS, ETC.

(a) AMENDMENTS TO SECTION 162(c).—Section 162(c) (relating to
bribes and illegal kickbacks) is amended—

(1) by striking out paragraphs (2) and (3) and inserting in
lieu thereof the following new paragraphs:

“(2) OrHER ILLEGAL PAYMENTS.—No deduction shall be allowed
under subsection (a) for any payment (other than a payment
described in paragraph (1)) made, directly or indirectly, to any
person, if the payment constitutes an illegal bribe, illegal kick-
back, or other illegal payment under any law of the United States,
or under any law of a State (but only if such State law is generally
enforced ), which subjects the payor to a criminal penalty or the
loss of license or privilege to engage in a trade or business. For
purposes of this paragraph, a kickback includes a payment in
consideration of the referral of a client, patient, or customer. The
burden of proof in respect of the issue, for purposes of this para-
graph, as to whether a payment constitutes an illegal bribe, illegal
kickback, or other illegal payment shall be upon the Secretary or
his delegate to the same extent as he bears the burden of proof
under section 7454 (concerning the burden of proof when the
issue relates to fraud).

“(3) KiCKBACKS, REBATES, AND BxIBES UNDER MEDICARE AND
mepIcAID.—No0 deduction shall be allowed under subsection (a) for
any kickback, rebate, or bribe made by any provider of services,
supplier, physician, or other person who furnishes items or serv-
ices for which payment is or may be made under the Social Secu-
rity Act, or in whole or in part out of Federal funds under a State
plan approved under such Act, if such kickback, rebate, or bribe
1s made in connection with the furnishing of such items or services
or the making or receipt of such payments. For purposes of this
paragraph, a kickback includes a payment in consideration of the
referral of a client, patient, or customer.” ; and

(2) by striking out “Bribes and Illegal Kickbacks.” in the
heading of such section and inserting in lieu thereof “Illegal
Bribes, Kickbacks, and Other Payments.”.

(b) Errrctive Date—The amendments made by subsection (a)
shall apply with respect to payments after December 30, 1969, except
that section 162(c¢) (3) of the Internal Revenue Act of 1954 (as added
by subsection (a)) shall apply only with respect to kickbacks, rebates,
and bribes payment of which 1s made on or after the date of the enact-
ment of this Act.

SEC. 311. ACTIVITIES NOT ENGAGED IN FOR PROFIT.

(a) ArpriCaTION OF STATUTORY PRESUMPTION.—Section 183 (relat-
ing to activities not engaged in for profit) is amended by adding at the
end thereof the following new subsection :

“(e) SpectanL RuLe.—

“(1) I~ geENERAL—A determination as to whether the presump-
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tion provided by subsection (d) applies with respect to any activ-
ity shall, if the taxpayer so elects, not be made before the close of
the fourth taxable year (sixth taxable year, in the case of an
activity described in the last sentence of such subsection) follow-
ing the taxable year in which the taxpayer first engages in the
activity. For purposes of the preceding sentence, a taxpayer shall
be treated as not having engaged in an activity during any taxable

year beginning before January 1, 1970.

“(2) Inrrian periop.—If the taxpayer makes an election under
paragraph (1), the presumption provided by subsection (d) shall
apply to each taxable year in the 5-taxable year (or 7-taxable
year{ l]_i:»ericnd beginning with the taxable year in which the tax-
payer first engages in the activity, if the gross income derived from

the activity for 2 or more of the taxable years in such period
exceeds the deductions attributable to the activity (determined
Wit}f_li{mt regard to whether or not the activity is engaged in for
rofit).
g “(8) Erection.—An election under ]lw)amgmph (1) shall be
made at such time and manner, and subject to such terms and
conditions, as the Secretary or his delegate may prescribe.”
(b) Errective Date—The amendment made by subsection (a)
shall apply to taxable years beginning after December 31, 1969.
SEC. 312. CERTAIN DISTRIBUTIONS TO FOREIGN CORPORATIONS.
i b (a) In GeNErRan.—Section 301 (relating to corporate distributions
26 USC 301, of property) is amended by—
(1) inserting in subsection (b) (1) (B), after “corporation” the
ﬁrsst1 _ti:;r,le it appears, a comma and “unless subparagraph (D)
applies”;
pl():?) adding at the end of subsection (b) (1) the following new
subpara ap%l:

“%i‘)) FOREIGN CORPORATE DISTRIBUTEES.—In the case of a
distribution to a shareholder which is a foreign corporation,
if the amount received by the foreign corporation is not
effectively connected with the conduct by it of a trade or
business within the United States, the amount of the money
received, plus the fair market value of the other property
received.”

(8) inserting in subsection (d) (2), after “corporation” the first
time it appears, a comma and “unless paragraph (3) applies”; and

(4) redesignating paragraph (3) of subsection (d? as (4) and
inserting after paragraph (2) thereof the following new
paragra%h:

“(3) ForeweN CORPORATE DISTRIBUTEES.—In the case of a dis-
tribution of property to a shareholder which is a foreign corpo-
ration, if the amount received by the foreign corporation is not
effectively connected with the conduct by it of a trade or business
within the United States, the fair market value of the property
received.”

(b) Errective Date.—The amendments made by subsection (a)
shall apply with respect to distributions made after November 8,
1971.

SEC. 313. ORIGINAL ISSUE DISCOUNT.

(a) SeraraTE TrEATMENT OF ORIGINAL Issur Discount.—Sections

Lo Stat 1547, 871(a) (1) (A), 881(a) (1), and 1441(b) (relating to taxation and
357, *  withholding on noneffectively connected income of nonresident alien
individuals and foreign corporations) are each amended by inserting

after the word “interest” the following: “(other than original issue

83 Stat, 611, discount as defined in section 1232(b))".
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(b) NonresmenT Avrexs.—Section 871(a) (1) (C) (relating to tax
on noneffectively connected income of nonresident alien individuals)
is amended to read as follows:

“(C) in the case of— .

“(i) bonds or other evidences of indebtedness issued
after September 28, 1965, and before April 1, 1972,
amounts which under section 1232(a) (2) (B) are con-
sidered as gain from the sale or exchange of property
which is not a capital asset, and, in the case of corporate
obligations issued after May 27, 1969, and before April
1, 1972, amounts which would be so considered but for
the fact the obligations were issued after May 27, 1969,

“(ii) bonds or other evidences of indebtedness issued
after March 31, 1972, and payable more than 6 months
from the date of original issue (without regard to the
period held by the taxpayer), amounts which under
section 1232(a) (2) (B) would be considered as gain from
the sale or exchange of property which is not a capital
asset but for the fact such obligations were issued after
May 27,1969, and e

“(iii) the payment of interest on an obligation
described in clause (ii), an amount equal to the original
issue discount, (but not in excess of such interest less the
tax imposed by subparagraph (A) thereon) accrued on
sucal%’obligation since the last payment of interest thereon,
and”.

(e) Foreien CorroraTIONs.—Section 881(a) (3) (relating to income
of foreign corporations) is amended to read as follows:

“(3) inthe case of —

“(A) bonds or other evidences of indebtedness issued after
September 28, 1965, and before April 1, 1972, amounts which
under section 1232(a) (2) (B) are considered as gain from
the sale or exchanfa of property which is not a capital asset,
and, in the case of corporate obligations issued after May 27,
1969, and before April 1, 1972, amounts which would be so
considered but for the fact the obligations were issued after
May 27, 1969

“(B) bonds or other evidences of indebtedness issued after
March 31, 1972, and payable more than 6 months from the
date of original issue (without regard to the period held by
the t-axggyer) , amounts which under section 1232 (a) (2) (B)
would be considered as gain from the sale or exchange of
property which is not a capital asset but for the fact such
obligations were issued after May 27, 1969, and

#(C) the payment of interest on an obfigation described in
subparagraph (B), an amount equal to the original issue dis-
count. (but not in excess of such interest less the tax imposed
by paragraph (1) thereon) accrued on such obligation since
the last payment of interest thereon, and”.

(d) WrraaoLpiNG oN NoNgrESIDENT Avmens—Section 1441 &{;)
(relating to withholding of tax on nonresident aliens) is amended by
adding at the end thereof the following new paragraph:

“(8) OriGNaL 1SSUE DISCOUNT.—Lhe Secretary or his delegate
may prescribe such regulations as may be necessary for the deduc-
tion and withholding of the tax on original issue discount subject
to tax under section 871(a) (1) (C) including rules for the deduc-
tion and withholding of the tax on original issue discount from
payments of interest.”
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(e) Wirnnorping oN Foreiey Corrorations.—Section 1442(a)
(relating to withholding of tax on foreign corporations) is amended—

(1) by striking out *and™ the last time it appears, and

(2) by inserting before the period at the end thereof “, and the
reference in section 1441(c) (8) to section 871(a)(1)(C) shall
be treated as referring to section 881 (a) (3)™.

(f) Errective Dates.—The amendments to sections 871 and 881 of
the Internal Revenue Code of 1954 made by this section shall apply
with respeect to taxable years beginning after December 31, 1966, The
amendments to sections 1441 and 1442 of such Code made by this sec-
tion shall apply with respect to payments occurring on or after April
1, 1972,

SEC. 314. INCOME FROM CERTAIN AIRCRAFT AND VESSELS.

(a) Erecrion.—Section 861 (relating to income from sources within
the United States) is amended by adding at the end thereof the follow-
ing new subsection :

“(e) Erecrion To Trear Income From CERTAIN AIRCRAFT AND
VesserLs as Income From Sources WitHIN THE UNITED STATES.—

“(1) Ix eeneraL.—For purposes of subsection (a) and section
862}&) , if a taxpayer owning an aircraft or vessel which is section
38 property (or would be section 38 property but for section 48(a)
(5)) leases such aircraft or vessel to a United States person, other
than a member of the same controlled group of corporations (as
defined in section 1563) as the taxpayer, and if such aireraft or
vessel is manufactured or constructed in the United States, the
taxpayer may elect, for any taxable year ending after the com-
mencement, of such lease, to treat all amounts includible in gross
income with respect to such aircraft or vessel (whether during
or after the period of any such lease), including gain from sale or
other disposition of such aireraft or vessel, as income from sources
within the United States.

“(2) Errecr or eLecTioN.—An election under paragraph (1)
made with respect to any aircraft or vessel shall apply to the tax-
able year for which made and to all subsequent taxable years.
Such election may not be revoked except with the consent of the
Secretary or his delegate.

“(3) MANNER AND TIME OF ELECTION AND REVOCATION,—An
election under paragraph (1), and any revocation of such election,
shall be made In such manner and at such time as the Sécretary or
his delegate prescribes by regulations.

“(4) CERTAIN TRANSFERS INVOLVING CARRYOVER Basis.—If the
taxpayer transfers or distributes an aircraft or vessel which is
subject to an election under paragraph (1) and the basis of such
aircraft or vessel in the hands of the transferee or distributee is
determined by reference to its basis in the hands of the transferor
or distributor, the transferee or distributee shall, for purposes of
paragraph (1), be treated as having made an election with
respect to such aireraft or vessel.”

(b) CrericarL AMENDMENT.—Section 862 (relating to income from
sources without the United States) is amended by adding at the end
thereof the following new subsection :

“(¢) Cross REFERENCE—

“For source of amounts attributable to certain aircraft and
vessels, see section 861(e).”

(¢) Errrcrive Date—The amendments made by this section shall
apply to taxable years ending after August 15, 1971, but only with
respect to leases entered into after such date.
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SEC. 315. INDUSTRIAL DEVELOPMENT BONDS. :

(a) Issues ror WaTer Faciurries.—Section 103(c) (4) (relating
to certain exempt activities) is amended—

(1) by striking out in subparagraph (E) “energy, gas, or
water, or” and by inserting in lieu thereof “energy or gas,”;
&2) by striking out the period at the end of subparagraph (F)
and inserting in lieu thereof ¢, or”; and
(3) by adding at the end thereof the following: :
“(@) facilities for the furnishing of water, if available on
reasonable demand to members of the general public.”

(b) Cerrain Carrrar Expexprrures.—Section 103(c) (6) (F) (iii)
(relating to exception of certain capital expenditures for purposes of
the $5,000,000 Iimit) is amended by striking out “$250,000” and
inserting in lieu thereof “$1,000,000”.

(¢) Errecrive Dates.—The amendments made by subsection (a)
shall apply with respect to obligations issued after January 1, 1969.
The amendment. maé’e by subsection (b) shall apply with respect to
expenditures incurred after the date of the enactment of this Act.

SEC. 316. DISCLOSURE OR USE OF INFORMATION BY PREPARERS OF
RETURNS.

(a) Croyvunan Pexavry.—Part I of subchapter A of chapter 75
(relating to crimes) is amended by adding at the end thereof the
following new section :

“SEC. 7216. DISCLOSURE OR USE OF INFORMATION BY PREPARERS OF
RETURNS.

“(a) Generar RuLe.—Any person who is engaged in the business of
preparing, or providing services in connection with the preparation of,
returns of the tax imposed by chapter 1, or declarations or amended
declarations of estimated tax under section 6015, or any person who for
compensation prepares any such return or declaration for any other
person, and who—

“(1) discloses any information furnished to him for, or in
connection with, the preparation of any such return or declaration,
or

“(2) uses any such information for any purpose other than to
prepare, or assist in preparing, any such return or declaration,

shall be guilty of a misdemeanor, and, upon conviction thereof, shall be
fined not more than $1,000, or imprisoned not more than 1 year, or both,
together with the costs of prosecution.

“(h) ExceprioNs.—

“(1) Discrosure.—Subsection (a) shall not apply to a dis-
closure of information if such disclosure is made—

“(A) pursuant to any other provision of this title, or
“(B) pursuant to an order of a court.

“(2) Use.—Subsection (a) shall not apply to the use of infor-
mation in the preparation of, or in connection with the prepara-
tion of, State and local tax returns and declarations of estimated
tax of the person to whom the information relates.

“(3) Recurations.—Subsection (a) shall not apply to a dis-
closure or use of information which is permitted by regulations
prescribed by the Secretary or his delegate under this section.”

(b) Crerrcar AmexpmENT.—The table of contents for part I of sub-

chapter A of chapter 75 is amended by adding at the end thereof the
following new item :

“Bec. 7216. Disclosure or use of information by preparers of
returns.”
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(¢) Errecrive Dare—The amendments made by this section shall
take effect on the first day of the first month which begins after the
date of the enactment of this Act.

TITLE IV—EXCISE TAX

SEC. 401. REPEAL OF MANUFACTURERS EXCISE TAX ON PASSENGER

AUTOMOBILES, LIGHT-DUTY TRUCKS, ETC.

(a) Repean or aNp Exemerions From Tax.—

(1) Repean.—Section 4061(a) (relating to tax on automobiles,
ete.) is amended to read as follows:

“(a) Trucks, Buses, Tractors, Erc.—

“(1) Tax rmposep.—There is hereby imposed upon the follow-
ing articles (including in each case parts or accessories therefor
]Sffd on or in connection therewith or with the sale thereof) sold
by the manufacturer, producer, or importer a tax of 10 percent of
the price for which so sold, except that on and after October 1,
1977, the rate shall be 5 percent—

“Automobile truck chassis.

“Automobile truck bodies.

“Auntomobile bus chassis.

“Automobile bus bodies.

“Truck and bus trailer and semitrailer chassis.

“Truck and bus trailer and semitrailer bodies.

“Tractors of the kind chiefly used for highway transporta-
tion in combination with a trailer or semitrailer.

A sale of an automobile truck, bus, truck or bus trailer or semi-
trailer shall, for the purposes of this subsection, be considered to
be a sale of a chassis and of a body enumerated in this subsection.

%(2) ExXCLUSION FOR LIGHT-DUTY TRUCKS, ETC.—The tax imposed
by paragraph (1) shall not apply to a sale by the manufacturer,
producer, or importer of the %oi]owing articles suitable for use
with a vehicle having a gross vehicle weight of 10,000 pounds or
less (as determined under regulations prescribed by the Secre-
tary or his delegate)—

“Automobile truck chassis.

“Automobile truck bodies.

“Antomobile bus chassis.

“Automobile bus bodies.

“Truck trailer and semitrailer chassis and bodies, suit-
able for use with a trailer or semitrailer having a gross vehi-
cle weight of 10,000 pounds or less (as so determined).”

(2) EXEMPTIONS FOR LOCAL TRANSIT BUSES, AND FOR TRASH CON-
TAINERS, ETC.—Section 4063 (a) (relating to exemptions for spec-
ified articles) is amended by adding at the end thereof the
following new paragraphs:

“(6) Encuu. TRANSIT BUSES.—The tax imposed under section
4061 (a) shall not apply in the case of automobile bus chassis or
automobile bus bodies which are to be used predominantly by the
purchaser in mass transportation service in urban areas.

“(7) TrasH coNTAINERS, ETC.—The tax imposed under section
4061 (a) shall not apply in the case of any box, container, recep-
tacle, bin, or other similar article which is to be used as a trash
container and is not designed for the transportation of freight
other than trash, and which is not designed to be permanentl
mounted on or permanently affixed to an automobile truck chassis
or body, or in the case of parts or accessories designed fPrinrm.ri]v
fnr-nlse,?n, in connection with, or as a component part of any such
article.



85 StaT. ] PUBLIC LAW 92-178-DEC. 10, 1971 531

(3) TECHNICAL AMENDMENTS.—

(A) Section 4221(c) (relating to relief of manufacturer 72 Pist 1282
from liability in certain cases) is amended by striking out '
“section 4063 (b),” and inserting in lieu thereof “section 4063
(a) (6) or (7), 4063(D),”. iy

(B) Section 4222(d) (relating to registration in the case of
certain exemptions) i1s amended by striking out “sections
4063 (b} P anf inserting in lieu thereof “sections 4063 (a) (6)
and (7), 4063(b),”.

(C) Section 6416(b)(2) (relating to specified uses and ,; 2 Stet; 13067
resales in case of which tax payments are considered overpay- i
ments) is amended—

(i) by striking out “described in section 4221 (e) (5)."”
in subparagraph (R) and inserting in lieu thereof
“deseribed in section 4063 (a) (6) or 4221 (e) (5) ; or”; and

(ii) by adding at the end thereof the following new
subparagraph :

“(8) 1n the case of a box, container, receptacle, bin, or other
similar article taxable under section 4061(a), sold to any
person for use as described in section 4063 (a) (7).”

(b) Froor Stocks ReruNDps.—

(1) In eenEraL.—Where, before the day after the date of the
enactment of this Act, any tax-repealed article (as defined in sub-
section (e)) has been sold by the manufacturer, producer, or
importer and on such day is held by a dealer and has not been used
and is intended for sale, there shall be credited or refunded (with-
out interest) to the manufacturer, producer, or importer an amount
equal to the tax paid by such manufacturer, producer, or importer
on his sale of the article, if—

(A) claim for such credit or refund is filed with the Secre-
tary of the Treasury or his delegate before the first day of the
10th calendar month beginning after the day after the date
of the enactment of this Act based upon a request submitted
to the manufacturer, producer, or importer before the first
day of the Tth calendar month beginning after the day after
the date of the enactment of this Act by the dealer who held
th(::'l article in respect of which the credit or refund is claimed ;
an

(B) on or before the first day of such 10th calendar month
reimbursement has been made to the dealer by the manufac-
turer, producer, or importer in an amount equal to the tax
paid on the article or written consent. has been obtained from
the dealer to allowance of the eredit or refund.

(2) LIMIrATION ON ELIGIBILITY FOR CREDIT OR REFUND.—NO
manufacturer, producer, or importer shall be entitled to credit or
refund under paragraph (1) unless he has in his ssion such
evidence of the inventories with respect to which the credit or
refund is claimed as may be required by regulations preseribed
by the Secretary of the Treasury or his delegate under this sub-
section.

(3} Orser Laws AppPLICABLE—AIl provisions of law, including

penalties, apg]icable with respect to the taxes imposed by section

4061(a) of the Internal Revenue Code of 1954 shall, insofar as Ante, p. 530,
applicable and not inconsistent with paragraphs (1) and (2)

of this subsection, apply in respect 0}3 the credits and refunds

provided for in paragraph (1) to the same extent as if the credits

or refunds constituted overpayments of the tax.

T5-432 O - 72 - 36
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(¢) Rerunps Wrra Respecr To Cerraiy ConsuMer PUrRCHASES.—
(1) In eEneranL—Except as otherwise provided in paragraph
(2), where— _

(A) after August 15, 1971, with respect to any article which

was subject to the tax imposed by section 4061 Sa,) (2) of the
Auty; 15 330, Internal Revenue Code of 1954 (as in effect on the day before
the date of the enactment of this Act), or

(B) after September 22, 1971, with respect to any article
which was subject to the tax imposed by section 4061(a) (1)
of such Code (as in effect on the day before the date of the
enactment of this Act),

and on or before such date of enactment, a tax-repealed article
(as defined in subsection (e)) has been sold to an ultimate pur-
chaser, there shall be credited or refunded (without interest) to
the manufacturer, producer, or importer of such article an
amount equal to the tax paid by such manufacturer, producer, or
importer on his sale of the :11-tic?:a.

2) LIMITATION ON ELIGIBILITY FOR CREDIT OR REFUND.—NO
manufacturer, producer, or importer shall be entitled to a credit
or refund under paragraph (1) with respect to an article unless—

(A) he has in his possession such evidence of the sale of
the article to an ultimate purchaser, and of the reimburse-
ment of the tax to such purchaser, as may be required by
regulations prescribed by the Secretary of the Treasury or
his delegate under this subsection ;

(B) claim for such eredit or refund is filed with the Secre-
tary of the Treasury or his delegate before the first day of
the 10th calendar month beginning after the day after the
date of the enactment of this iet based upon information sub-
mitted to the manufacturer, producer, or importer before the
first day of the Tth calendar month beginning after the day
after the date of the enactment of this Act by the person who
sold the article (in respect of which the credit or refund is
claimed) to the ultimate purchaser; and

(C) on or before the first day of such 10th calendar month
reimbursement has been made to the ultimate purchaser in an
amount equal to the tax paid on the article.

(‘5% OrHER LAWS APPLICABLE—ALI] provisions of law, including
penalties, applicable with respect to the taxes imposed by section
4061(a) of the Internal Revenue Code of 1954 shall, insofar as
applicable and not inconsistent with paragraph (1) or (2) of this
subsection, apply in respect of the credits and refunds provided
for in paragraph (1) to the same extent as if the credits or refunds
constituted overpayments of the tax.
(d) Cerraixy Uses By MaNUracTURER, Etc.—Any tax paid by rea-
g3 Stats 1281;  son of section 4218(a) of the Internal Revenue Code of 1954 (relatin,
26 USC 4218,  to use by manufacturer or importer considered sale) shall be deeme;
an overpayment of such tax with respect to—

(1) any article which was subject to the tax imposed by section
4061 (a) (2) of such Code as in effect on the day before the date
of the enactment of this Act if tax was imposed on such article
by reason of such section 4218(a) after August 15, 1971, and

(2) any article which was subject to the tax imposed by section
4061 (a) (1) of such Code as in effect on the day before the date of
the enactment of this Act and on which such tax is no longer
imposed (by reason of subsection ( az of this section) if tax was
imposed on such article by reason of such section 4218(a) after
September 22, 1971.
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(e) DeriNtTIONS.—For {)ur,poses of this section—

(1) The term “dealer” includes a wholesaler, jobber, distrib-
utor, or retailer.

(2) An article shall be considered as “held by a dealer” if title
thereto has passed to such dealer (whether or not delivery to him
has been made) and if for tpurposes of consumption title to such
article or possession thereof has not at any time been transferred
to any person other than a dealer,

(3) The term “tax-repealed article” means an article on which
a tax was imposed by section 4061(a) of the Internal Revenue
Code of 1954 as in effect on the day before the date of the enact-
ment of this Act and is not imposed (without regard to the amend-
ment made by paragraph (2) of subsection (a) of this section)
under such section 4061 (a) as in effect on the day after the date
of the enactment of this Act.

(f) Oricinan EqQuipment TiRes oN ImporTED ARTICLES.—Section
4071 (relating to tax on tires and tubes) is amended by adding at
the end thereof the following new subsection :

“(e) Tires on InarporTED ArTICLES.—FoOr the purposes of subsection
(a), if an article imported into the United States is equipped with
tires or inner tubes (other than bieycle tires and inner tubes)—

“(1) the importer of the article shall be treated as the im-
porter of the tires and inner tubes with which such article is
equipped, and

“(2) the sale of the article by the importer thereof shall be
treated as the sale of the tires and inner tubes with which such
article is equipped.

This subsection shall not apply with respect to the sale of an article
if a tax on such sale is imposedyunder section 4061.”

(g) TecaNIcAL AND CONFORMING AMENDMENTS.—

(1) Section 4061(b) (2) (relating to parts and accessories) is
amended by striking out “any article enumerated in subsection
(a) (2) or a house trailer” and inserting in lieu thereof “any
chassis or body for a passenger automobile, any chassis or bod
for a trailer or semitrailer suitable for use in connection with
a passenger automobile, or a house trailer”.

(2) (A) Section 4062 (relating to definitions applicable to tax
on motor vehicles) is amended by striking out subsection (b).

(B) The heading of section 4062 is amended to read as follows:

“SEC. 4062. ARTICLES CLASSIFIED AS PARTS.”

(C) Section 4062 is amended by striking out

*(a) Cerrainy ArticLes CoNSIDERED As Parrs.—",

(D) The item relating to section 4062 in the table of sections
?oﬁ part I of subchapter A of chapter 32 is amended to read as

‘ollows:

“Sec. 4062, Articles classified as parts.”

(3) Section 4063(a) (4) (relating to exemptions for specified
articles) is amended to read as follows:

“(4) AmBuLaNces, HEARSES, ETc.—The tax imposed by section
4061 (a) shall not apply in the case of an ambulance, hearse, or
combination ambulance-hearse.”

(4) Section 4216 (relating to definition of price) is amended—

(A) in subsections {E) (2) (C) and (b})(ﬁ) by striking out
“(relating to automobiles, trucks, etc.),” and inserting in lieu
thereof “(relating to trucks, buses, tractors, ete.),”; and

(B) in subsection (g) by inserting “tractors,” immediately
after “buses,”.

(5) Section 6412(a) (re’ating to floor stocks refunds) is
amended by striking out paragraph (1).
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(6) The heading of section 6416(g) (relating to certain

exports) is amended to read as follows:
“(g) Trucks, Buses, Tracrors, Erc—".

(7) (A) Section 304 of the Excise, Estate, and Gift Tax Adjust-
ment Act of 1970, Public Law 91-614 (relating to new car labels),
18 hereby repealed.

(B) Subparagraph (A) shall apply to acts (or failures to
act) after the date of the enactment of this Act.

(h) Errecrive DaTE—

(1) Except as otherwise provided in this section, the amend-
ments made by subsections (a), gf) ,and (g) of this section shall
apply with respect to articles sold on or after the day after the
date of the enactment of this Act.

(2) For purposes of paragraph (1), an article shall not be
considered sold before the day after the date of the enactment
of this Act unless possession or right to possession passes to the
purchaser before such day.

(3) Inthe case of—

(A) alease,

(B) a contract for the sale of an article where it is pro-
vided that the price shall be paid by installments and title to
the article solv:{J does not pass until a future date notwith-
standing partial payment by installments,

(C) a conditional sale, or

(D) achattel mortgage arrangement wherein it is provided
that the sale price shall be paid in installments,

entered into on or before the date of the enactment of this Act,
payments made after such date with respect to the article leased
or sold shall, for purposes of this subsection, be considered as pay-
ments made with respect to an article sold after such date, if the
lessor or vendor establishes that the amount of payments payable
after such date with respect to such article has been reduced by
an amount equal to that portion of the tax applicable with respect
to the lease or sale of such article which is due and payable after
such date. If the lessor or vendor does not establish that the pay-
ments have been so reduced, they shall be treated as payments
made in respect of an article sold JErefcprta the day after the date of
the enactment of this Act.
SEC. 402. CREDIT AGAINST TAX ON COIN-OPERATED GAMING DEVICES,
(a) ArLowanNce oF CrepiT For STATE TaxEs.—Subchapter B of chap-
ter 36 (relating to occupational tax on coin-operated devices) is
amended by adding at the end thereof the following new section :

“SEC. 4464, CREDIT FOR STATE-IMPOSED TAXES.

“(a) In GexeraL—There shall be allowed as a credit against the
tax 1mposed by section 4461 with respect to any coin—og:rerated gami
device for any year an amount equal to the amount of State tax pai
for such year with respect to such device by the person liable for the
tax imposed by section 4461, if such State tax (1) is paid under a law
of the State in which the place or premises on which such device is
maintained or used is located, and (2) is similar to the tax imposed by
section 4461 (including a tax, other than a general personal property
tax, imposed on such device).

“(b) ITATIONS.—

“(1) DEVICES MUST BE LEGAL UNDER STATE LAW.—Credit shall
be allowed under subsection (a) for a tax imposed by a State only
if the maintenance of the coin-operated gaming device by the per-
son liable for the tax imposed by section 4461 on the place or prem-
ises occupied by him does not violate any law of sucﬁ State.
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“(2) CRrEDIT NOT TO EXCEED 80 PERCENT OF TAX.—The credit
under subsection (a) with respect to any coin-operated gaming
device shall not exceed 80 percent of the tax imposed by section
4461 with respect to such device.

“(c) SrecraL Provisions For PAYMENT oF Tax.—Under regulations
prescribed by the Secretary or his delegate, a person who believes he
will be entitled to a credit under subsection (a) with respect to any
coin-operated gaming device for any year shall, for purposes of this
subtitle and subtitle F, satisfy his liability for the tax imposed by
section 4461 with respect to such device for such year if—

“(1) on or before the date prescribed by law for payment of
the tax imposed by section 4461 with respect to such device for
such year, he has paid the amount of such tax reduced by the
amount of the credit which he estimates will be allowable under
subsection (a) with respect to such device for such year, and

“(2) on or before the last day of such year, pays the amount
(if any) by which the credit for such year is less than the credit
estimated under paragraph (1).”

(b) Crericar AmexpMENT.—The table of sections for subchapter
B of chapter 36 is amended by adding at the end thereof the following
new item :

“See. 4464. Credit for State-imposed taxes.”

(¢) Errective Date—The amendments made by subsections (a)
and (b) shall apply on and after July 1, 1972.

TITLE V—DOMESTIC INTERNATIONAL
SALES CORPORATIONS

SEC. 501. DOMESTIC INTERNATIONAL SALES CORPORATIONS.

Subchapter N of chapter 1 (relating to income from sources without
the United States) is amended by adding at the end thereof the fol-
lowing new part :

“PART IV—DOMESTIC INTERNATIONAL SALES
CORPORATIONS

“Subpart A. Treatment of qualifying corporations.
“Subpart B. Treatment of distributions to shareholders.

“Subpart A—Treatment of Qualifying Corporations

“Sec, 991, Taxation of a domestic international sales corporation.
“Nee. 992, Reqt;lirements of a domestic international sales corpo-
ration.
“Sec, 993. Definitions and special rules.
“Hec. 994. Inter-company pricing rules.
“SEC. 991. TAXATION OF A DOMESTIC INTERNATIONAL SALES CORPO-
RATION.
“For purposes of the taxes imposed by this subtitle upon a DISC (as
defined n section 992(a)), a DISC shall not be subject to the taxes
imposed by this subtitle except for the tax imposed by chapter 5.

“SEC. 992. REQUIREMENTS OF A DOMESTIC INTERNATIONAL SALES
CORPORATION.
“(a) DerFintrIoN of ‘DISC’ and ‘Former DISC’.—

“(1) DISC.—For purposes of this title, the term ‘DISC’
means, with respect to any taxable year, a corporation which is
incorporated under the laws of any gt-ate and satisfies the follow-
ing conditions for the taxable year:

“(A) 95 percent or more of the gross receipts (as defined
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in section 993 (f)) of such corporation consist of qualified
export receipts (as defined in section 993(a) ),

“(B) the adjusted basis of the qualified export assets (as
defined in section 993 (b)) of the corporation at the close of
of the taxable year equals or exceeds 95 percent of the sum
of the adjusted basis of all assets of the corporation at the
close of the taxable year,

“(C) such corporation does not have more than one class
of stock and the par or stated value of its outstanding stock
is at least $2,500 on each day of the taxable year, and

“(D) the corporation has made an election pursuant to
subsection (b) to be treated as a DISC and such election is in
effect for the taxable year.

“(2) Srarus as DISC AFTER HAVING FILED A RETURN AS A
DISC.—The Secretary or his delegate shall prescribe regulations
setting forth the conditions under and the extent to which a
corporation which has filed a return as a DISC for a taxable year
shall be treated as a DISC for such taxable year for all purposes
of this title, notwithstanding the fact that the corporation has
failed to satisfy the conditions of paragraph (1).

“(8) ‘Former DISC’.—For purposes of this title, the term
‘former DISC’ means, with respect to any taxable year, a cor-
poration which is not a DISC for such year but was a DISC in
a preceding taxable year and at the beginning of the taxable year
has undistributed previously taxed income or accumulated D%SC
income.

“(b) ErecTrioN.—

“(1) EircrioN.—

“(A) An election by a corporation to be treated as a DISC
shall be made by such corporation for a taxable year at any
time during the 90-day period immediately preceding the
beginning of the taxable year, except that the Secretary or
his delegate may give his consent to gxe making of an election
at such other times as he may designate.

“(B) Such election shall be made in such manner as the
Secretary or his delegate shall prescribe and shall be valid
only if all persons who are shareholders in such corporation
on the first day of the first taxable year for which such elec-
tion is effective consent to such election.

“(2) Errecr or rLECTION.—If & corporation makes an election
under paragraph (1), then the provisions of this part shall apply
to such corporation for the taxable year of the corporation for
which made and for all succeeding taxable years and shall apply
to each person who at any time is a shareholder of such corpora-
tion for all periods on or after the first day of the first taxable
year of the corporation for which the election is effective.

“(3) TERMINATION OF ELECTION,—

“(A) RevocarioN.—An election under this subsection made
by any corporation may be terminated by revocation of such
election for any taxable year of the corporation after the
first taxable year of the corporation for which the election
is effective. A termination under this paragraph shall be
effective with respect to such election—

“(i) for the taxable year in which made, if made at

any time during the first 90 days of such taxable year, or

‘(ii) for the taxable year following the taxable year

in which made, if made after the close of such 90 days,

and for all succeeding taxable years of the corporation. Such

termination shall be made in such manner as the Secretary or
his delegate shall prescribe by regulations.
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“(B) Coxtixvep rAILURe 1o BE DISC.—If a corporation
is not.a DISC for each of any 5 consecutive taxable years
of the corporation for which an election under this subsection
is effective, the election shall be terminated and not be in
effect for any taxable year of the corporation after such 5th

ear.
“(c) Iismmmoxs To MEeET QUALIFICATION REQUIREMENTS.—

“(1) Ix cexeraL—Subject to the conditions provided by
paragraph (2), a corporation which for a taxable year does not
satisfy a condition specified in paragraph (1)(A) (relating to
gross receipts) or (1) (B) (relating to assets) of subsection (a}
shall nevertheless be deemed to satisfy such condition for such
year if it makes a pro rata distribution of property after the close
of the taxable year to its shareholders (designated at the time of
such distribution as a distribution to meet qualification require-
ments) with respect to their stock in an amount which is equal
fo—

“(A) if the condition of subsection (a)(1)(A) is not
satisfied, the portion of such corporation’s taxable income
attributable to its gross receipts which are not qualified
export receipts for such year,

“(B) if the condition of subsection (a)(1)(B) is not
satisfied, the fair market value of those assets which are not
qualified export assets on the last day of such taxable year,
or

“(C) if neither of such conditions is satisfied, the sum of
the amounts required by subparagraphs (A) and (B).

“(2) REASONABLE CAUSE FOR FAILURE—The conditions under
paragraph (1) shall be deemed satisfied in the case of a distribu-
tion made under such paragraph—

“(A) if the failure to meet the requirements of subsection
(a) (1) (A) or (B), and the failure to make such distribution
prii)r to the date on which made, are due to reasonable cause;
an

“(B) the corporation pays, within the 30-day period
beginning with the day on which such distribution is made,
to the Secretary or his delegate, if such corporation makes
such distribution after the 15th day of the 9th month after
the close of the taxable year, an amount determined by multi-
plyin% (1) the amount equal to 414 percent of such distribu-
tion, by (ii) the number of its taxable years which begin
after the taxable year with respect to which such distribution
is made and before such distribution is made. For purposes
of this title, any payment made pursuant to this paragraph
shall be treated as interest.

“(3) CERTAIN DISTRIBUTIONS MADE WITHIN 8} MONTHS AFTER
CLOSE OF TAXABLE YEAR DEEMED FOR REASONABLE CAUSE—A distri-
bution made on or before the 15th day of the 9th month after the
close of the taxable year shall be deemed for reasonable canse for
purposes of paragraph (2) (A) if—

“(A) at least 70 percent of the gross receipts of such corpo-
ration for such taxable year consist of qualified export
receipts, and

“(B) the adjusted basis of the qualified export assets held
by the corporation on the last day of each month of the tax-
able year equals or exceeds 70 percent of the sum of the
(zidjusted basis of all assets held by the corporation on such

ay.
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“(d) Ineuiemie Corrorarrons—The following corporations shall
not be eligible to be treated as a DISC—
¢ 1; a corporation exempt from tax by reason of section 501,
S(R) & 1!1391‘30118.1 holding company (as defined in section 542),
“(3) a hnancial institution to which section 581 or 593 applies,
& (4; an insurance company subject to the tax unposeg by
subchapter L,

“(5) )a regulated investment company (as defined in section
851 (a

L %6; a China Trade Act co

tion provided in section 941 (3):) o]

“(7) an electing small business corporation (as defined in sec-
tion 1371(b)).

“(e) CoorpinaTioN Wit Personar, Horping Company Provisions
1N Case or Cerraix Probucep Fium Renrs.—If—

(1) a corporatian (hereinafter in this subsection referred to
as ‘subsidiary’) was established to take advantage of the provisions
of this part, and

“(2) a second corporation (hereinafter in this subsection
referred to as ‘parent’) throughout the taxable year owns directly
at least 80 percent of the stock of the subsidiary,

then, for purposes of applying subsection (d)(2) and section 541
(relating to personal holding company tax) to the subsidiary for the
taxable year, there shall be taken into account under section 543(a) (5)
(relating to produced film rents) any interest in a film acquired by the
parent and transferred to the subsidiary as if such interest were
acquired by the subsidiary at the time it was acquired by the parent.
“SEC. 993. DEFINITIONS.
“(a) QuavrrFrep Export RECEIPTS.—

“(1) GeneraL ruLE—For purposes of this part, except as pro-
vided by regulations under paragraph (2), the qualified export
receipts of a corporation are—

“(A) gross receipts from the sale, exchange, or other dis-
position of export property,

“(B) gross receipts from the lease or rental of export prop-
erty, which is used by the lessee of such property outside the
United States,

“((C) gross receipts for services which are related and sub-
sidiary to any qualified sale, exchange, lease, rental, or other
disPosition of export property by such corporation,

(D) gross receipts from the sale, exchange, or other dis-
position of qualified export assets (other than export
property), ‘i’ ok :

“(E) dividends (or amounts includible in gross income
under section 951) with respect to stock of a related foreign
export corporation (as defined in subsection (e)),

“(F) interest on any obligation which is a qualified export
asset,

“(G) gross receipts for engineering or architectural serv-
ices for construction projects located (or proposed for loca-
tion) outside the United States, and

“(H) gross receipts for the performance of managerial
services in furtherance of the production of other qualified
export receipts of a DISC.

“(2) Excrupep rrcerers.—The Secretary or his delegate may
under regulations designate receipts from the sale, exchange, lease,
rental, or other disposition of export property, and from services,
as not being receipts described in paragraph (1) if he determines

ration receiving the special dedue-
T
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that such sale, exchange, lease, rental, or other disposition, or

ishing of services—

7 is for ultimate use in the United States;

“%B is accomplished H a subsidy granted by the United

States or any instrumentality thereof; .

“(C) is for use by the United States or any instrumentality
thereof where the use of such export property or services is
required by law or regulation. e

For purposes of this part, the term ‘qualified export m"ik" i N et o

not include receipts from a corporation which 1s a DISC for its ¢

taxable year in which the I'BGBIE;E arise and which is a member

of a controlled group (as defined in paragraph (3)) which

includes the recipient corporation.

“(3) DEFINITION OF CONTROLLED GROUP.—For purposes of this
part, the term ‘controlled group’ has the meaning assigned to such
term by section 1563(a), except that the phrase ‘more than 50 78 Stat. 120,
percent’ shall be substituted for the phrase ‘at least 80 percent’ =
each place it appears therein, and section 1563 (b) shall not apply.

“(b) QUALIFIED I])?chmurr Agsers.—For purposes of this part, the
qualified export assets of a corporation are—

“{ 1) export pl;ggerty (as defined in subsection (c) ) :

“(2) assets used primarily in connection with the sale, lease,
rental, sterage, handling, transportation, packaging, assembly,
or servicing of export property, or the performance of engineerin,
or architectural services described in subparagraph ((rg}mof suE—
section (a) (1) or managerial services in furtherance of the pro-
duction of qualified export receipts deseribed in subparagraphs
(A), (B), (%‘),and (G) of subsection (a) (1) ;

*(3) accounts receivable and evidences of indebtedness which
arise by reason of transactions of such corporation described in
s(ulﬁal;agraph (A), (B), (C), (D), (G), or (H), of subsection

a)(l);

“(4) money, bank deposits, and other similar temporary
investments, which are reasonably necessary to meet the working
capital requirements of such corporation;

‘(5) obligations arising in connection with a producer’s loan
(as defined in subsection (d));

“(6) stock or securities of a related foreign export corporation
(as defined in subsection (e));

“(7) obligations issued, guaranteed, or insured, in whole or
in part, by the Export-Import Bank of the United States or the
Foreign Credit Insurance Association in those cases where such
obligations are acquired from such Bank or Association or from
the seller or purchaser of the goods or services with respect to
which such obligations arose;

“(8) obligations issued by a domestic corporation organized
solely for the purpose of financing sales of export property
pursuant to an agreement with the %lxport-Import Bank of the
United States under which such corporation makes sxport loans
guaranteed by such bank: and

“(9) amounts (other than reasonable working capital) on
deposit in the United States that are utilized during tﬁe eriod
provided for in, and otherwise in accordance with, regulations
preseribed by the Secretary or his delegate to acquire other
qualified export assets,

“(c) Export PROPERTY.—

“(1) Ix ceneraL—For purposes of this part, the term ‘export
property’ means property—

“(A) manufactured, produced, grown, or extracted in the

United States by a person other than a DISC,
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“(B) held ?rimarﬂy for sale, lease, or rental, in the ordi-
nary course of trade or business, by, or to, a DISC, for direct
use:i consumption, or disposition outside the United States,
an

“(C) not more than 50 percent of the fair market value of
ghieh is attributable to articles imported into the United
tates.
In applying subparagraph (C), the fair market value of any
article imported into the United States shall be its appraised
value, as determined by the Secretary or his delegate under section
402 or 402a of the Tariff Act of 1930 (19 U.S.C., sec. 1401a or
46 Stat, 708; 1402) in connection with its importation.

70 Stat, 943,

“(2) Excrupep prorERTY.—For purposes of this part, the term
‘export property’ does not include—

“(A) property leased or rented by a DISC for use by any
member of a controlled group (as defined in subsection
(a) (8)) which includes the DISC, or

‘(B) patents, inventions, models, designs, formulas, or
Emcesses, whether or not patented, copyrights (other than
Ims, tapes, records, or similar reproductions, for commercial
or home use), good will, trademarks, trade brands, franchises,
or other like property.

“(3) PropERTY IN sHORT sUPPLY.—If the President determines
that the supply of any property described in paragraph (1) is
insufficient, to meet the requirements of the domestic economy, he
may by Executive order designate the property as in short supply.
Any property so designated shall be treated as property not
described in paragraph (1) during the period beginning with the
date specified in the Executive order and ending with the date
specified in an Executive order setting forth the President’s deter-
mination that the property is no longer in short supply.

“(d) Probucer’s LoaNs.—

“(1) I~ eexErRAL—AnN obligation, subject to the rules provided
in paragraphs (2) and (3), shall be treated as arising out of a
producer’s loan if—

“(A) the loan, when added to the unpaid balance of all
other producer’s loans made by the DISC, does not exceed the
accumulated DISC income at the beginning of the month in
which the loan is made;

“(B) the obligation is evidenced by a note (or other evi-
dence of indebtedness) with a stated maturity date not more
than 5 years from the date of the loan;

“(C) the loan is made to a person engaged in the United
States in the manufacturing, production, growing, or extrac-
tion of export property (referred to hereinafter as the ‘bor-
rower’) ; and

“(D) at the time of such loan .it is designated as a pro-
ducer’s loan.

“(2) LamrratioNn.—An obligation shall be treated as arising
out of a producer’s loan only to the extent that such loan, when
added to the unpaid balance of all other producer’s loans to the
borrower outstanding at the time such loan is made, does not
exceed an amount determined by multiplying the sum of—

“(A) the amount of the borrower’s adjusted basis deter-
mined at the beginning of the borrower’s taxable year in
which the loan is made, in plant, machinery, and equipment,
and supporting production facilities in the United States;

“(B) g?e amount of the borrower’s property held primarily
for sale, lease, or rental, to customers in the ordinary course
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of ({-rade or business, at the beginning of such taxable year;
an

“(C) the aggregate amount of the borrower’s research and
experimental expenditures (within the meaning of section
174) in the United States during all preceding taxable years 84 Stat. 66.
beginning after December 31, 1971, ] i

by the percentage which the borrower’s receipts, durmﬁ the 3
taxable years immediately preceding the taxaLle year (but not
including any taxable year commencing prior to 1972) in which
the loan is made, from the sale, lease, or rental outside the TUnited
States of property which would be export property if held by
a DISC is of the gross receipts during such 3 taxable years from
the sale, lease, or rental of property held by such borrower pri-
marily for sale, lease, or rental to customers in the ordinary course
of the trade or business of such borrower.

“(3) INCREASED INVESTMENT REQUIREMENT.—An obligation
sha treated as arising out of a producer’s loan in a taxable
year only to the extent that such loan, when added to the unpaid
balance of all other producer’s loans to the borrower made during
such taxable year, does not exceed an amount equal to—

“(A) the amount by which the sum of the adjusted basis of
assets described in paragraph (2)(A) and (I!B) on the last
day of the taxable year in which the loan is made exceeds the
sum of the adjusted basis of such assets on the first day of
such taxable year: plus

“(B) the aggregate amount of the borrower’s research and
experimental expenditures (within the meaning of section
174) in the United States during such taxable year.

“(4) SPECIAL LIMITATION IN THE CASE OF DOMESTIO FILM MAKER.—

“(A) I~ eexeraL—In the case of a borrower who is a
domestic film maker and who incurs an obligation to a DISC
for the making of a film, and such DISC 1s engaged in the
trade or business of selling, leasing, or renting films which
are export property, the limitation described in paragraph
(2) may be determined (to the extent provided under regu-
lations fprescribed by the Secretary or his delegate) on the
basis of—

“(i) the sum of the amounts deseribed in subpara-
graphs (A), (B), and (C) thereof plus reasonable esti-
mates of all such amounts to be incurred at any time by
the borrower with respect to films which are commenced
within the taxable year in which the loan is made, and

“(ii) the percentage which, based on the experience
of producers of similar films, the annual receipts of such
producers from the sale, lease, or rental of such films
outside the United States is of the annual gross receipts
gf such producers from the sale, lease, or rental of such

ms.

“(B) Domestic FiLm MAKER—For purposes of this para-
graph, a borrower is a domestic film maker with respect to
afilm1f—

“(i) such borrower is a United States person within
the meaning of section 7701(a) (30), except that with 76 Stat. 988,
respect to a partnership, all of the partners must be
United States persons, and with respect to a corporation,
all of its officers and at least a majority of its directors
must be United States persons ;

“(ii) such borrower is engaged in the trade or busi-
ness of making the film with respect to which the loan
ismade;
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“(iii) the studio, if any, used or to be used for the tak-
ing of photographs and the recording of sound incor-
pm"ated in}ilzo such film is l(l)cated in the fnited Sta.tesf : G

“(iv) the a te playing time of portions of suc
ﬁ]m( laotogm%%:ﬁigzutgdg the United States does not
or will not exceed 20 percent of the playing time of such
film ; and

“(v {)enot less than 80 percent of the total amount paid
or to be paid for services performed in the making of

such film is paid or to be paid to persons who are United
States persons at the time such services are performed
or consists of amounts which are fully taxable by the
United States.

“(C) SPECIAL RULES FOR APPLICATION OF SUBPARAGRAPH

(B) (v).—For purposes of clause (v) of subparagraph (B)—

“(i) there shall not be taken into account any amount
which is contingent upon receipts or profits of the film
and which is fully taxable by the United States (within
the meaning of clause (ii)) ;and

“(il) any amount paid or to be paid to a United States
person, to a non-resident alien individual, or to a cor-
poration which furnishes the services of an officer or
employee to the borrower with respect to the making of
a ﬁgm, shall be treated as fully taxable by the United
States only if the total amount received by suchr%)erson,
individual, officer, or employee for services Se ormed
in the making of such ﬁlim is fully included in gross
income for purposes of this chapter.

“(e) Revaten Foreren Exrortr CoreoraTioNn.—In determining
whether a corporation (hereinafter in this subsection referred to as
‘the domestic corporation’) is a DISC—

“(1) FOREIGN INTERNATIONAL SALES CORPORATION.—A foreign
corporation is a related foreign export corporation if—

“(A) stock possessing more than 50 percent of the total
combined voting power of all classes of stock entitled to
vote is owned directly by the domestic corporation,

“(B) 95 percent or more of such foreign corporation’s
gross receipts for its taxable year ending with or within the
taxable year of the domestic corporation consists of qualified
export receipts described in subparagraphs (A), (B), (C),
and (D) of subsection (a) (1) and interest on any obligation
described in paragraaghs (3) and (4) of subsection (b), and

“(C) the adjusted basis of the qualified export assets
(described in paragraphs (1), (2), (3), and (4) of subsection
(b)) held by such foreign corporation at the close of such
taxable year equals or exceeds 95 percent of the sum of the
adjmstetfv basis of all assets held by it at the close of such
taxable year.

“(2) REAL PROPERTY HOLDING COMPANY.—A foreign corporation
is a related foreign export corporation if—

“(A) stock possessing more than 50 percent of the total
combined voting power of all classes of stock entitled to vote
is owned directly by the domestic corporation, and

“(B) its exclusive function is to hold real property for
the exclusive use (under a lease or otherwise) of the domestic
corporation.

“(8) ASSOCIATED FOREIGN CORPORATION.—A foreign corporation
is a related foreign export corporation if—
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“(A) less than 10 percent of the total combined voting
power of all classes of stock entitled to vote of such foreign
corporation is owned (within the meaning of section 1563
(d) and (e)) by the domestic corporation or by a controlled
group of corporations (within the meaning of section 1563)
of which the domestic corporation is a member, and

“(B) the ownership of stock or securities in such fore:ig'u
corporation by the domestic corporation is determined (under
regulations prescribed by the Secretary or his delegate)
to be reasonably in furtherance of a transaction or transac-
tions giving rise to qualified export receipts of the domestic
corporation.

“(f) Gross Recerprs.—For purposes of this part, the term ‘gross
receipts’ means the total receipts from the sale, lease, or rental of
property held primarily for sale, lease, or rental in the ordinary course
of trade or business, and gross income from all other sources. In the
case of commissions on the sale, lease, or rental of property, the amount
taken into account for purposes of this part as gross receipts shall
be the gross receipts on the sale, lease, or rental of the property on
which such commissions arose.

“(g) Untrep States Derinep.—For purposes of this part, the
term ‘United States’ includes the Commonwealth of Puerto Rico
and the possessions of the United States.

“SEC. 994. INTER-COMPANY PRICING RULES.

“(a) In Gexerarn.—In the case of a sale of export property to a
DISC by a person described in section 482, the taxable income of
such DISC and such person shall be based upon a transfer price which
would allow such DISC to derive taxable income attributable to such
sale (regardless of the sales price actually charged) in an amount
which does not exceed the greatest of—

“(1) 4 percent of the aualified export receipts on the sale of
such property by the DISC' plus 10 percent of the export pro-
motion expenses of such DISC attributable to such receipts,

“(2) 50 percent of the combined taxable income of suc)l: DISC
and such person which is attributable to the qualified export
receipts on such property derived as the result of a sale by the
DISC plus 10 percent of the export promotion expenses of such
DISC attributable to such receipts, or

“(3) taxable income based upon the sale price actually charged
(but subject to the rules provided in section 482).

“(b) Rures ror Commissions, REnTALs, AND Marcinar Costing.—
'fl‘he Secretary or his delegate shall prescribe regulations setting

orth—

“(1) rules which are consistent with the rules set forth in sub-
section (a) for the application of this section in the case of com-
missions, rentals, and other income, and

“(2) rules for the allocation of expenditures in computing
combined taxable income under subsection (a)(2) in those cases
where a DISC is seeking to establish or maintain a market for
export property.

“(c) Exrorr Promorion Expenses.—For purposes of this section,
the term ‘export promotion expenses’ means those expenses incurred
to advance the distribution or sale of export property for use, con-
sumption, or distribution outside of the United States, but does not
include income taxes. Such expenses shall also include freight expenses
to the extent of 50 percent of the cost of shipping export property
aboard airplanes owned and operated by United States persons or
ships documented under the laws of the United States in those cases
where law or regulations does not require that such property be
shipped aboard such airplanes or ships.

78 Stat, 120,
26 USC 1563,

G6BA Stat, 161,
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“Subpart B—Treatment of Distributions to Shareholders

“Sec, 995, Taxation of DISC income to shareholders.

“Sec. 996. Rl{l&ﬁ for allocation in the case of distributions and
08Se8.

“Sec. 997. Special subchapter C rules.

“SEC. 995. TAXATION OF DISC INCOME TO SHAREHOLDERS.

“(a) GeneraL Rure.—A shareholder of a DISC or former DISC
sh subject to taxation on the earnings and profits of a DISC as
prl(:vided in this chapter, but subject to the modifications of this
subpart.

“I(}b) Deesep DISTRIBUTIONS.—

“(1) DistrieuTioNs 1§ QUALIFIED YEARS.—A shareholder of a
DISC shall be treated as having received a distribution taxable as
a dividend with respect to his stock in an amount which is equal
to his pro rata share of the sum (or, if smaller, the earnings and
profits for the taxable year) of—

“(A) the gross interest derived during the taxable year
from producer’s loans,

“(B) the gain reco%:ﬁzed by the DISC during the taxable
year on the sale or exchange of property, other than property
which in the hands of the DISC is a qualified export asset,
previously transferred to it in a transaction in which gain
was not recognized in whole or in part, but only to the extent
that the transferor’s gain on the previous transfer was not
recognized,

“FC]; the gain (other than the gain described in subpara-
graph (Bf ) recognized by the DISC during the taxable year
on the sale or exchange of property (other than property
which in the hands of the DISC is stock in trade or other
property described in section 1221 (1) ) previously transferred
to it in a transaction in which gain was not recognized in
whole or in part, but only to the extent that the transferor’s

ain on the previous transfer was not recognized and would
have been treated as gain from the sale or exchange of prop-
erty which is neither a capital asset nor property described
in section 1231 if the property had been sold or exchanged
rather than transferred to the DISC,

“(D) one-half of the excess of the taxable income of the
DISC for the taxable year, before reduction for any dis-
tributions during the year, over the sum of the amounts
deemed distributed for the taxable year under subparagraphs
(A), (B),and (C),and ,

“(E) the amount of foreign investment attributable to
producer’s loans (as defined in subsection (d) ) of a DISC for
the taxable year.

Distributions described in this paragraph shall be deemed to

be received on the last day of the taxable year of the DISC in

which the gross income (taxable income in the case of sub-
aragraph (D)) was derived. In the case of a distribution
escribed in subparagraph (E), earnings and profits for the tax-
able year shall include accumulated earnings and profits.

“(g) DISTRIBUTIONS UPON DISQUALIFICATION —

“(A) A shareholder of a corporation which revoked its elec-
tion to be treated as a DISC or failed to satisfy the conditions
of section 992(a) (1) for a taxable year shail be deemed to
have received (at the time specified in subparagraph (B)) a
distribution taxable as a dividend equal to his pro rata share
of the DISC income of such corporation accumulated during
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the immediately preceding consecutive taxable years for
which the corporation wasa DISC.

“(B) Distributions described in subparagraph (A) shall
be deemed to be received in equal installments on the last day
of each of the 10 taxable years of the corporation following
the year of the termination or disqualification described in
subparagraph (A) (but in no case over more than the num-
ber of immediately preceding consecutive taxable years dur-
ing which the corporation was a DISC).

“(¢) Gainy on Digrosrrion or Stock 1N A DISC.—If a shareholder
disposes of stock in a DISC or former DISC, any gain recognized on
such disposition shall be included in gross income as a dividend to
the extent of the accumulated DISC income of such DISC or former
DISC which is attributable to such stock and which was accumulated
in taxable years of such corporation during the period or periods
the stock disposed of was held by such shareholder. If stock of the
DISC or former DISC is disposed of in a transaction in which the
separate corporate existence of the DISC or former DISC is termi-
nated other than by a mere change in place of organization, however
effected, any gain realized on the disposition of such stock in the
transaction shall be recognized notwithstanding any other provision
of this title to the extent of the accumulated DISC income of such
DISC or former DISC which is attributable to such stock and which
was accumulated in taxable years of such corporation during the
period or periods the stock disposed of was held by the stockholder
which disposed of such stock, and such gain shall be included in
gross income as a dividend.

“(d) Foreiey InvesTMENT ATTRIBUTABLE TO DISC EARNINGS.—For
the purposes of this part—

“(1) In eEnEraL.—The amount of foreign investment attrib-
utable to producer’s loans of a DISC for a taxable year shall be
the smallest of—

“(A) the net increase in foreign assets by members of the
controlled group (as defined in section 993(a)(3)) which
includes the DISC,

“(B) the actual foreign investment by domestic members
of such group, or

“(C) the amount of outstanding producer’s loans by such
DISC to members of such controlled group.

“(2) NET INCREASE IN FOREIGN AsSETS.—The term ‘net increase
in foreign assets’ of a controlled group means the excess of—

“(A) the amount incurred by such group to acquire assets

deseribed in section 1231(b)) located outside the United
tates over,

“(B) the sum of—

“(i) the depreciation with respect to assets of such
group located outside the United States;

“(1i) the outstanding amount of stock or debt obliga-
tions of such group issued after December 31, 1971, to
persons other than the United States persons or any
member of such group;

“(1ii) one-ha]%rtha earnings and profits of foreign
members of such group and foreign branches of domestic
members of such fgroup;

“(iv) one-half the royalties and fees paid by foreign
members of such group to domestic members of such
group; and

“(v) the uncommitted transitional funds of the group
as determined under paragraph (4).

545
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For purposes of this paragraph, assets which are qualified
expml')t assets of a I)IS% (or would be qualified export assets
if owned by a DISC) shall not be taken into account. Amounts
described 1n this paragraph (other than in subparagraphs
(B) (ii) and (v)) shall be taken into account only to the
extent they are attributable to taxable years beginning after
December 31, 1971.

“(83) AcruaL ForeiGN INVESTMENT.—The term ‘actual foreign
investment’ by domestic members of a controlled group means
the sum of—

“(A) contributions to capital of foreign members of the
gr?up by domestic members of the group after December 31,
1971

“(’B) the outstanding amount of stock or debt obli%'at,ions
of foreign members of such group (other than normal trade
indeb ess) issued after December 31, 1971, to domestic
members of such group,

“(C) amounts transferred by domestic members of the
group after December 31, 1971, to foreign branches of such
members, and

“(D) one-half the earnings and profits of foreign mem-
bers of such group and foreign branches of domestic members
of ;uch group for taxable years beginning after December 31,
1971.

As used in this subsection, the term ‘domestic member’ means a

domestic corporation which is a member of a controlled group (as

defined in section 993(a)(3)), and the term ‘foreign member’
means a foreign corporation which is a member of such a con-
trolled up.

“(4) UxcoMMITTED TRANSITIONAL FUNDS.—The uncommitted
transitional funds of the group shall be an amount equal to the
sum of—

(A) the excess of—

(1) the amount of stock or debt obligations of domestic
members of such group outstanding on December 31,
1971, and issued on or after January 1, 1968, to persons
other than United States persons or any members of such
group, but only to the extent the taxpayer establishes
that such amount constitutes a long-term borrowing for
purposes of the foreign direct investment program, over

(11) the net amount of actual foreign investment by
domestic members of such group during the period that
such stock or debt obligations have been outstanding ; and

“(B) the amount of liquid assets to the extent not
included in subgnmgragh (A) held by foreign members of
such group and foreign branches of domestic members of such
group on October 31, 1971, in excess of their reasonable work-
ing capital needs on such date.

For purposes of this paragraph, the term ‘liquid assets’ means
money, bank deposits (not including time deposits), and indebted-
ness of 2 years or less to maturity on the date of acquisition; and
the actua{ foreign investment shall be determined under para-
graph (3) without regard to the date in subparagraph (A) of
such paragraph and without regard to subparagraph (D) of
such paragraph.

“(513 Seecian ruLe.— Under regulations preseribed by the Sec-
retary or his delegate the determinations under this subsection
shall be made on a cumulative basis with proper adjustments for
amounts previously taken into account.
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“SEC. 996. RULES FOR ALLOCATION IN THE CASE OF DISTRIBUTIONS
AND LOSSES.

“(a) Rures ror Acrvar DistriBurions AND CerTaiN DEEMED
DistrBUTIONS.— )

“(1) I~ cENeraL—Any actual distribution (other than a dis-
tribution deseribed in paragraph (2) or to which section 995 cﬁ
applies) to a shareholder by a DISC (or former DISC) whic
is made out of earnings and profits shall be treated as made—

“(A) first, out of previously taxed income, to the extent
thereof,

“(B) second, out of accumulated DISC income, to the
extent thereof, and

“(C) finally, out of other earnings and profits.

“(2) QUALIFYING DISTRIBUTIONS.—Any actual distribution
made pursuant to section 992(c) (relating to distributions to
meet qualification requirements), and any deemed distribution
pursuant to section 995(b) (1) (E) (relating to foreign invest-
ment attributable to producer’s loans), shall be treated as made—

“(A) first, out of accumulated DISC income, to the extent
thereof,
“(B) second, out of the earnings and profits described in
paragraph (1) (C), to the extent thereof, and

“{ 51;1 finally, out of previously taxed income.

“(3) EXCLUSION FROM GROSS INCOME—Amounts distributed out
of previously taxed income shall be excluded by the distributee
from gross income except for gains described in subsection (e) (2),
and shall reduce the amount of the previously taxed income.

“(b) Orbrrine Rures ror Losses—I1f for any taxable year a DISC,
or a former DISC, incurs a deficit in earnings and profits, such deficit
shall be chargeable—

“(1) first, to earnings and profits described in subsection
(a) (1) (C), to the extent thereof,

“(2) second, to accumulated DISC income, to the extent
thereof, and

“(3) finally, to previouslf taxed income, except that a deficit
in earnings and profits shall not be a.pplieci against accumulated
DISC income which has been determined is to be deemed dis-
tributed to the shareholders (pursuant to section 995 (b) (2) (A))
as a result of a revocation of election or other disqualification.

“(e¢) PrioriTy or DistriBuTiONs.—Any actual distribution made
during a taxable year shall be treated as being made subsequent to
any deemed distribution made during such year. Any actual distri-
bution made pursuant to section 992(c) (relating to distributions
to meet qualification requirements) shall be treated as being made
before any other actual distributions during the taxable year.

- “(d) Sussequent Errecr or Previous Disposirion or DISC
TOCK.—

If“( 1) SHAREHOLDER PREVIOUSLY TAXED INCOME ADJUSTMENT.—
“(A) gain with respect to a share of stock of a DISC or
former DISC is treated under section 995 (¢) as a dividend or
as gain from the sale or exchange of property which is not a

capital asset, and
‘(B) any person subaetﬁuently receives an actual distribu-
tion made out of accumulated DISC income, or a deemed
distribution made pursuant to section 995 (b) (2), with respect

to such share,

75-432 O - T2 - §7
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such person shall treat such distribution in the same manner as a
distribution from previously taxed income to the extent that (i)
the gain referred to in subparagraph (A), exceeds (ii) any other
amounts with respect to such share which were treated under this
paragraph as made from previously taxed income. In applying
this paragraph with respect to a share of stock in a DISC or
former DISC, gain on the acquisition of such share by the DISC
or former DISC or gain on a transaction prior to such acquisi-
tion shall not be considered gain referred to in subparagraph (A).
#(2) CorrporaTE ApsustMENT UproN RepeEmprioN.—If section
Ante, pi 544 995(¢) applies to a redemption of stock in a DISC or former
DISC, the accumulated DISC income shall be reduced by an
amount equal to the gain described in section 995 (c) with respect
to such stock which is (or has been) treated as gain from the
sale or exchange of property which is not a capital asset, except
to the extent distributions with respect to such stock have been
treated under paragraph (1).
“(e) ApsusTMENT TO BAsis.—

“(1) Apprrions To Basis.—Amounts representing deemed dis-
tributions as provided in section 995(b) shall increase the basis
of the stock with respect to which the distribution is made.

“(2) Repucrions or Basis.—The portion of an actual distribu-
tion made out of previously taxed income shall reduce the basis
of the stock with respect to which it is made, and to the extent
that it exceeds the adjusted basis of such stock, shall be treated
as gain from the sale or exchange of property. In the case of stock
includible in the gross estate of a decedent for which an election

I koK is made under section 2032 (relating to alternate valuation), this
26 USC 2032, paragraph shall not apply to any distribution made after the date

of the decedent’s death and before the alternate valuation date
provided by section 2032,
“(£) DeFinrTIONS OF DIvisions oF EArNINGS AND ProFrTs.—For pur-
poses of this part:

“(1) DISC 1~xcome—The earnings and profits derived by a
corporation during a taxable year in which such corporation 1s a
DISC, before reduction for any distributions during the year, but
reduced by amounts deemed distributed under section 995 (b) (1),
shall constitute the DISC income for such year. The earnings
and profits of a DISC for a taxable year include any amounts in-
cludible in such DISC’s gross income pursuant to section 951(a)
for such year. Accumulated DISC income shall be reduced by
deemed distributions under section 995 (b) (2).

“(2) PreviousLy TAXED INCOME.—Earnings and profits deemed
distributed under section 995(b) for a taxable year shall consti-
tute previously taxed income for such year.

“(3) OTHER EARNINGS AND PROFITS.—The earnings and profits
for a taxable year which are described in neither paragraph (1
nor (2) shall constitute the other earnings and profits for su

ear.

£ (?g") ErrectiveiLy CoNNEcTED IncoMeE—In the case of a share-
holder who is a nonresident alien individual or a foreign corporation,
trust, or estate, gains referred to in section 995 (c) and all distributions
out of accumulated DISC income including deemed distributions
shall be treated as gains and distributions which are effectively con-
nected with the conduct of a trade or business conducted through a

rmanent establishment of such shareholder within the United

tates.



85 STAT. ] PUBLIC LAW 92-178-DEC. 10, 1971

“SEC. 997. SPECIAL SUBCHAPTER C RULES.

“For purposes of applying the provisions of subchapter C of chap-
ter 1, any distribution in property to a corporation by a DISC or
former DISC which is made out of previously taxed income or accumu-
lated DISC income shall—

“(1) be treated as a distribution in the same amount as if such
distribution of property were made to an individual, and

“(2) have a basis, in the hands of the recipient corporation,
equal to the amount determined under paragraph (1).”

SEC. 502. DEDUCTIONS, CREDITS, ETC.

(a) Diviexps Recervep DeEpvcrion.—Section 246 (relating to rules
applying to deductions for dividends received) is amended by redemg—
nating subsection (d) as subsection (e) and by inserting after sub-
section (c) the following:

“(d) Divipexps From A DISC or Foryer DISC.—No deduction
shall be allowed under section 243 in respect of a dividend from a
corporation which is a DISC or former DISC (as defined in section
992(a)) to the extent such dividend is paid out of the corporation’s
accumulated DISC income or previously taxed income, or is a deemed
distribution pursuant to section 995 (b) (1).”

(b) Foreigx Tax CrepIT.—

(1) Section 901(d) (relating to corporations treated as forei
corporations) is amended by adding at the end thereof the
following :

“For purposes of this subpart, dividends from a DISC or former
DISC (as defined in section 992(a) ) shall be treated as dividends from
a foreign corporation to the extent such dividends are treated under
part I as income from sources without the United States.”

(2) The heading of section 904 (f) and paragraph (1) of sec-
tion 904(f) (relating to limitation on foreign tax credit) are
amended to read as follows:

“(£) ArpLicaTioN oF SECTION IN CasE oF CERTAIN INTEREST INCOME
AxD Divipenns From A4 DISC or Former DISC.—

“(1) In eExerarL.—The provisions of subsections (a), (¢), (d),
and (e) of this section shall be applied separately with respect
to each of the following items of income—

“(A) the interest income described in paragraph (2),

“(B) dividends from a DISC or former DISC (as
defined in section 992(a)) to the extent such dividends are
tre:lr.ted as income from sources without the United States,
an

“(C) income other than the interest income deseribed in
]();l;r)a%raph (2) and dividends described in subparagraph

(3) Section 904(f) (3) (relating to limitation on foreign tax
credit) is amended to read as follows:

“(3) OVERALL LIMITATION NOT 10 ApPLY.—The limitation pro-
vided by subsection (a)(2) shall not apply with respect to the
interest income described in paragraph (2) or to dividends
described in paragraph (1) (B). The Secretary or his delegate shall
by regulations prescribe the manner of application of subsection
(e) with respect to cases in which the limitation provided by sub-
section (a)(2) applies with respect to income described in para-
graph (1) (B) and (C).”

(4) Section 904(f) is amended by adding at the end thereof the
following new paragraph:

“(5) DISC DIVIDENDS AGGREGATED FOR PURPOSES OF PER-COUNTRY
LiMITATION.—In the case of a taxpayer who for the taxable year
has dividends described in paragraph (1)(B) from more than
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one corporation, the limitation provided by subsection (a)(1)
shall be applied with respect to the aggregate of such dividends.”

(¢) WesterNy Heyispaere Trape CorroraTions.—Section 922
(relating to special deduction for Western Hemisphere Trade Cor-
porations) is amended by adding at the end thereof the following:
“No deduction shall be allowed under this section to a corporation for
a taxable year for which it is a DISC or in which it owns at any time
stock in a DISC or former DISC (as defined in section 992(a)).”

(d) Incomr From Sources Wirnin Possessions or Tur UNITED
Srares—Section 931(a) (relating to the general rule applicable to
income from sources within possessions of the United States) is
amended by adding at the end thereof the following: “This section
shall not apply in the case of a corporation for a taxable year for
which it is a DISC or in which it owns at any time stock in a DISC
or former DISC (as defined in section 992(a)).”

(e) IncrupiBLE CorporaTIONS—Section 1504 g)b) (relating to defi-
nition of “includible corporations™) is amended by adding at the end
thereof the following new paragraph:

“(7) A DISC or former DISC (as defined in section 992(a)).”

(1) Basis or DISC Stock Acquirep Froym DecepENT.—Section 1014
(relating to basis of property acquired from a decedent) is amended
by adding at the end thereof the following new subsection :

“(d) SeeciaL Rure Wita Respecr to DISC Srock.—If stock owned
by a decedent in a DISC or former DISC (as defined in section 992
(a)) acquires a new basis under subsection (a), such basis (determined
before the application of this subsection) shall be reduced by the
amount (if any) which would have been included in gross income
under section 995(¢) as a dividend if the decedent had lived and sold
the stock at its fair market value on the estate tax valuation date. In
computing the gain the decedent would have had if he had lived and
sold the stock, his basis shall be determined without regard to the last
sentence of section 996(e)(2) (relating to reductions of basis of
DISC stock). For purposes of this subsection, the estate tax valuation
date is the date of the decedent’s death or, in the case of an election
under section 2032, the applicable valuation date prescribed by that
section.”

SEC. 503. SOURCE OF INCOME.

Section 861 (a) (2) (relating to dividends) is amended—

(1) by deleting the period at the end of subparagraph (C) and
inserting in lien thereof “, or”: and

(2) by inserting the following new subparagraph (D) imme-
diately after subparagraph (C) as amended:

“(D) from a DISC or former DISC (as defined in section
992(a)) except to the extent attributable (as determined
under regulations prescribed by the Secretary or his delegate)
to qualified export receipts described in section 993(a) (1)
E ot).};e,r; than interest and gains deseribed in section 995 (b)

1)).
SEC. 504. PROCEDURE AND ADMINISTRATION.

(a) Reruvrys.—Section 6011 (relating to general requirement of
return, statement, or list) is amended by redesignating subsection (e)
a%snsubsection (f) and by adding a new subsection (e) which reads as

ollows:

“(e) Rerurns, Erc., or DISCS axp Former DISCS.—

“(1) Recorps anD INFORMATION.—A DISC or former DISC
shall for the taxable year—

“(A) furnish such information to persons who were share-
holders at any time during such taxable year, and to the
Secretary or his delegate, and
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*(B) keep such records, as may be required by regulations
prescribed by the Secretary or his delegate.

“(2) Rervrnxs.—A DISC shall file for the taxable year such
returns as may be prescribed by the Secretary or his delegate by
forms or regulations.”

(b) Rerurns or CorporaTioNs.—Section 6072(b) (relating to
returns of corporations) is amended by adding at the end thereof the
following : “Returns required for a taxable year by section 6011 (e) (2?I
Sre]atin to returns of a DISC) shall be filed on or before the fifteent
day of the ninth month following the close of the taxable year.”

(¢) Cerrary Incomr Tax Reruvrns or DISC.—Section 6501 &g)
(relating to certain income tax returns of corporations) is amended
by adding at the end thereof the following new paragraph:

“(3) DISC.—If a corporation determines in good faith that
it is a DISC (as defined in seetion 992(a)) and files a return as
such under section 6011(e) (2) and if such corporation is there-
after held to be a corporation which is not a DISC for the tax-
able year for which the return is filed, such return shall be deemed
the return of a corporation which is not a DISC for purposes
of this section.”

(d) Facore or DISC To Fine Rerurys.—Subchapter B of chap-
ter 68 (relating to assessable penalties) is amended by adding at the
end thereof the following new section :

“SEC. 6686. FAILURE OF DISC TO FILE RETURNS.

“In addition to the penalty imposed by section 7203 (relating to will-
ful failure to file return, supply information, or pay tax) any person
required to supply information or to file a return under section 6011 (e)
who fails to supply such information or file such return at the time pre-
scribed by the Secretary or his delegate, or who files a return which
does not show the information required. shall pay a penalty of $100 for
each failure to supply information (but the total amount imposed on
the delinquent person for all such failures during any calendar year
shall not exceed $25,000) or a penalty of $1,000 for each failure to
file a }:eturn, unless it is shown that such failure is due to reasonable
caunse.’

SEC. 505. EXPORT TRADE CORPORATIONS.

(a) Use or Terms.—Except as otherwise expressly provided, when-
ever in this section a reference is made to a section, chapter, or other
provision, the reference shall be considered to be made to a section,
chapter, or other provision of the Internal Revenue Code of 1954, and
terms used in this section shall have the same meaning as when used in
such Code.

(b) Transrer To A DISC or Assers or Exrorr Trape Corpora-
TION.—

Sl) I~x gexeraL.—If a corporation (hereinafter in this section
called “parent™) owns all of the outstanding stock of an export
trade corporation (as defined in section 971), and the export
trade corporation, during a taxable year beginning before Jan-
uary 1, 1976, transfers property, without receiving consideration,
to a DISC (as defined in section 992(a)) all of whose outstanding
stock is owned by the parent, and if the amount transferred by
the export .trade corporation is not less than the amount of its
untaxed subpart F income (as defined in paragraph (2) of this
subsection) at the time of such transfer, then—

(A) notwithstanding section 367 or any other provision
of chapter 1, no gain or loss to the export trade corporation,
the parent, or the DISC shall be recognized by reason of such
transfer;
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(B) the earnings and profits of the DISC shall be increased
by the amount transferred to it by the export trade corpo-
ration and such amount shall be included in accumulated
DISC income, and for purposes of section 861(a)(2)(D)
shall be considered to be qualified export receipts;

(C) the adjusted basis of the assets transferred to the
DISC shall be the same in the hands of the DISC as in the
hands of the export trade corporation ;

(D) the earnings and profits of the export trade corpora-
tion shall be reduced by the amount transferred to the DISC,
to the extent thereof, with the reduction l::ei.u%l applied first
to the untaxed subpart F income and then to the other earn-
ings and profits in the order in which they were most recently
accumulated ;

(E) the basis of the parent’s stock in the export trade cor-
poration shall be decreased by the amount obtained by
multiplying its basis in such stock by a fraction the numera-
tor of which is the amount transferred to the DISC and the
denominator of which is the aggregate adjusted basis of all
the assets of the export trade corporation immediately before
such transfer;

(F) the basis of the parent’s stock in the DISC shall be
increased by the amount of the reduction under subparagraph
(E) of its basis in the stock of the export trade corporation;

(G& the property transferred to the DISC shall not be
considered to reduce the investments of the export trade cor-
poration in export trade assets for purposes of applying sec-
tion 970(b) ; and

(H) any foreign income taxes which would have been
deemed under section 902 to have been paid by the parent if
the transfer had been made to the parent shall be treated
as foreign income taxes paid by the DISC.

For purposes of this section, the amount transferred by the export
trade corporation to the DISC shall be the aggregate of the adjusted
basis of the properties transferred, with proper adjustment for any
indebtedness secured by such property or assumed by the DISC in
connection with the transfer. Eor purposes of this section, a foreign
corporation which qualified as an export trade corporation for any
3 taxable years beginning before November 1, 1971, shall be treated
as an export trade corporation.

(2) DEFINITION OF UNTAXED SUBPART ¥ INCOME—For purposes
of this section, the term “untaxed subpart F income” means with
respect to an export trade corporation the amount by which—

(A) the sum of the amounts by which the subpart F
income of such corporation was reduced for the taxable year
and all prior taxable years under section 970(a) and the
amounts not included in subpart F income (determined with-
out regard to subpart G of subchapter N of chapter 1) for
all prior taxable years by reason of the application of section
972, exceeds

(B) the sum of the amounts which were included in the
gross income of the shareholders of such corporation under
section 951 (a) (1) (A) (ii{ and under the provision of section
970(b) for all prior taxable years,

determined without regard to the transfer of property deseribed in
paragraph (1) of this subsection.

(3) SpecianL cases.—If the provisions of paragraph (1) of
this subsection are not applicabﬂz solely because the export trade
corporation or the DISC, or both, are not owned in the manner
prescribed in such paragraph, the provisions shall nevertheless
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be applicable in such cases to the extent, and in accordance with
such rules, as may be Erescribed by the éecretary or his delegate.

(4) TrearMENT oF Exporr TrapE Assers.—If the provisions of
this subsection are applicable, accounts receivable held by an
export trade corporation and transferred to a DISC, to the extent
such receivables were export trade assets in the hands of the
export trade corporation, shall be treated as qualified export
assets for purposes of section 993 (b).

(¢) LimMrTaTioN OF APPLICATION OF SUBRPART (G.—Section 971(a)
(relating to definition of export trade corporation) is amended by
adding at the end thereof the following new paragraph:

“(3) Limrarion.—No controlled foreign corgoration may
qualify as an export trade corporation for any taxable year begin-
ning after October 31, 1971, unless it qualified as an export trade
corporation for any taxable year beginning before such date.
If a corporation fails to qualify as an export trade corporation
for a period of any 3 consecutive taxable years beginning after
such date, it may not qualify as an export trade corporation for
any taxable year beginning after such period.”

SEC. 506. SUBMISSION OF ANNUAL REPORTS TO CONGRESS.

The Secretary of the Treasury shall, commencing for the calendar
year 1972, submit an annual report to the Congress within 1514 months
following the close of each calendar year setting forth an analysis of
the operation and effect of the provisions of this title.

SEC. 507. GENERAL EFFECTIVE DATE OF TITLE.

Except as provided in section 505 of this title, the amendments made
by sections 501 through 504 of this title shall apply with respect to
taxable years ending after December 31, 1971, except that a corpora-
tion may not be a DISC (as defined in section 992(a) of the Internal
Revenue Code of 1954, added by section 501 of this title) for any
taxable year beginning before January 1, 1972.

TITLE VI—JOB DEVELOPMENT RELATED
TO WORK INCENTIVE PROGRAM

SEC. 601. TAX CREDIT FOR CERTAIN EXPENSES INCURRED IN WORK
INCENTIVE PROGRAM.

(a) Avrowance or Creprr.—Subpart A of part IV of subchapter A
of chapter 1 (relating to credits allowable) is amended by renumber-
mﬁ section 40 as section 42, and by inserting after section 39 the
following new section:

“SEC. 40. EXPENSES OF WORK INCENTIVE PROGRAMS.

“(a) GeneraL Rure.—There shall be allowed, as a credit against the
tax imposed by this chapter, the amount determined under subpart C
of this part.

“(b) Recurations.—The Secretary or his delegate shall prescribe
such regulations as may be necessary to carry out the purposes of this
section and subpart C.’ '

(b) Compurarion or Creprr.—Part IV of subchapter A of chapter
1 (relating to credits against tax) is amended by adding at the end
thereof the following new subpart :

“Subpart C—Rules for Computing Credit for Expenses of Work
Incentive Programs

“See, B0A. Amount of credit.
“Sec. 50B. Definitions; special rules.
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“SEC. 50A. AMOUNT OF CREDIT.
“(a) DETERMINATION OF AMOUNT.—
“(1) GeneraL ruLe.—The amount of the credit allowed by sec-
ATite By 855 tion 40 for the taxable year shall be equal to 20 percent of the
Post, ps 556 work incentive program expenses (as defined in section 50B (a)).

“(2) LiMrrarioN BASED ON AMOUNT OF TAX.—Notwithstanding
paragraph (1), the credit allowed by section 40 for the taxable
year shall not exceed—

“(A) so much of the liability for tax for the taxable year
as does not exceed $25,000, plus

“(B) 50 percent of so much of the liability for tax for the
taxable year as exceeds $25,000.

“(3) Laasmary ror Tax.—For purposes of paragraph (2), the
liability for tax for the taxable year shall be the tax imposed by
this chapter for such year, reduced by the sum of the credits allow-
able under—

GEA Seats 130 “(A) section 33 (relating to foreign tax credit),

AEEES g Bg section 35 (relating to partially tax exempt interest),

7. Semta T4y Aoy “(C) section 37 (relating to retirement income),

76 Stat, 962, “(D) section 38 (relating to investment in certain depreci-
able property),and

Post, P+ 560 “(E) section 41 (relating to contributions to candidates for

public office) .

For %urposes of this paragraph, any tax imposed for the taxable
year by section 56 (relating to minimum tax for tax preferences),
Ao 115 section 531 (relating to accumulated earnings tax), section 541
80 Stat, 113, (relating to personal holding company tax), or section 1378
(relating to tax on certain capital gains of subchapter S corpora-
tions), and any additional tax imposed for the taxable year by
80 Stat. 99, section 1351 (d{ {1) (relating to recoveries of foreign expropria-
tion losses), shall not be considered tax imposed by this chapter

for such year.

“(4) RRIED INDIVIDUALS.—In the case of a hushand or wife
who files a separate return, the amount specified under subpara-
gra.phs (A) and (B) of paragraph (2% shall be $12,500 in lieu of
$25,000. This paragraph shall not apply if the spouse of the tax-
payer has no work incentive program expenses for, and no unused
credit carryback or carryover to, the taxable year of such spouse
which ends within or with the taxpayer’s taxable year.

“(5) ControLLED GrROUPS.—In the case of a controlled group,
the $25,000 amount specified under paragraph (2) shall be reduced
for each component member of such group by apportioning
$25,000 among the component members of such group in such man-
ner as the Secretary or his delegate shall by regulations prescribe.
For purposes of the preceding sentence, the term ‘controlled group’

i ot £20; has the meaning assigned to such term by section 1563 (a).
i “(b) CarryBack AND CARrRYOVER OF UNUSED CREDIT.—

“(1) Artowance or creprr.—If the amount of the credit
determined under subsection (a) (1) for any taxable year exceeds
the limitation provided by subsection (a)(2) for such taxable
year (hereinafter in this subsection referred to as ‘unused credit
year’), such excess shall be— )

“tEA) a work incentive program credit carryback to each
of the 3 taxable years preceding the unused credit year, and
“(B) a work Incentive program credit carryover to each
of the 7 taxable years following the unused credit year,
and shall be added to the amount allowable as a credit by section
AL P 5% 40 for such years, except that such excess may be a carryback only
to a taxable year beginning after December 31, 1971. The entire
amount of the unused credit for an unused credit year shall be

83 Stat. 580,
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carried to the earliest of the 10 taxable years to which (by reason
of subparagraphs (A) and (B)) such credit may be carried, and
then to each of the other 9 taxable years to the extent that
because of the limitation contained in paragraph (2), such unuse
eredit may not be added for a prior taxable year to which such
unused credit may be carried.

“(2) Loarrarion.—The amount of the unused credit which may
be added under paragraph (lt}_‘ for any preceding or succeeding
taxable year shaﬁ not exceed the amount]i)y which the limitation
provic;e by subsection (a)(2) for such taxable year exceeds the
sum of—

“(A) the credit allowable under subsection (a)(1) for
such taxable year, and

“(B) the amounts which, by reason of this subsection, are
added to the amount allowable for such taxable year and
attributable to taxable years preceding the unused credit year.

“(c) EarLy TrrmanaTION 0F Emproyment By Emrrover, Ere.—

“(1) Gexeran rurE—Under regulations prescribed by the
Secretary or his delegate—

“(A) Work INCENTIVE PROGRAM EXPENsEs.—If the
employment of any employee with respect to whom work
incentive program expenses are taken into account under
subsection (a) is terminated by the taxpayer at any time
during the first 12 montks of such employment (whether or
not consecutive) or before the close of the 12th calendar
month after the calendar month in which such employee
completes 12 months of employment with the taxpayer, the
tax under this chapter for the taxable year in which such
employment is terminated shall be increased by an amount
(determined under such regulations) equal to the credits
allowed under section 40 for such taxable year and all prior Ante P+ 553
taxable years attributable to work incentive program
expenses paid or incurred with respect to such employee.

‘(B) CARRYBACKS AND CARRYOVERS ADJUSTED.—In the case
of any termination of employment to which subparagraph
(A) applies, the carrybacks and carryovers under subsection
(b) shall be properly adjusted.

“(2) SUBSECTION NOT TO APPLY IN CERTAIN CASES.—

“(A) Inx ceneran—Paragraph (1) shall not apply to—

*(1) a termination of employment of an employee who
voluntarily leaves the employment of the taxpayer,

“(il) a termination of employment of an individual
who, before the close of the period referred to in para-
graph (1) (A), becomes disabrl)ed to perform the services
of such employment, unless such disability is removed
before the close of such period and the taxpayer fails to
offer reemployment to such individual, or

“(iii) a termination of employment of an individual,
if it is determined under the applicable State unemploy-
ment compensation law that the termination was due to
the misconduet of such individual.

“(B) CHANGE IN FORM OF BUSINESS, ETC.—For purposes of
paragraph (1), the employment relationship between the
taxpayer and an employee shall not be treated as terminated—

“(i) by a transaction to which section 381(a) applies, 534 Stet 124
if the employee continues to be employed by the acquir- ]
ing corporation, or

*(i1) by reason of a mere change in the form of con-
ducting the trade or business of the taxpayer, if the
employee continues to be employed in such trade or busi-
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ness and the taxpayer retains a substantial interest in
such trade or business.

Ly (13) SPECIAL RULE—Any increase in tax under paragraph (1)
shall not be treated as tax imposed by this chapter for purposes
of deiennining the amount of any credit allowable under sub-
part A.

“(d) Fawure To Pay Comrarasre Wages.—

“(1) Gexeran ruLe—Under regulations prescribed by the Sec-
retary or his delegate, if during the period described in subsection
(e) (1) (A), the taxpayer pays wages (as defined in section 50B
(b)) to an employee with respect to whom work incentive pro-
gram expenses are taken into account under subsection (a) which
are less than the wages paid to other employees who perform com-
parable services, the tax under this chapter for the taxable year
in which such wages are so paid shall be increased by an amount
(determined under such regulations) equal to the credits allowed
under section 40 for such taxable year and all prior taxable years
attributable to work incentive program expenses paid or incurred
with respect to such employee, and the carrybacks and carryovers
under subsection (b) shall be properly adjusted.

“(2) SpECIAL RULE—AnYy increase in tax under paragraph (1)
shall not be treated as tax imposed by this chapter for purposes of
determining the amount of any credit allowable under subpart A.

“SEC. 50B. DEFINITIONS; SPECIAL RULES.

“(a) Work INceENTIVE Program Exrenses.—For purposes of this
subpart, the term ‘work incentive program expenses’ means the wages
paid or incurred by the taxpayer fgr services rendered during the first
12 months of employment (whether or not consecutive) of employees
who are certified by the Secretary of Labor as—

“(1) having been placed in employment under a work incentive
program established under section 432(b) (1) of the Social Secu-
rity Act, and

“(2) not having displaced any individual from employment.

“(b) Wages.—For purposes of subsection (a), the term ‘wages’
means only cash remuneration (including amounts deducted and
wi‘t‘lzh;ﬂt}).

¢) LimrraTions.—

“(1) TrapE ok BUSINESS EXPENSES.—No item shall be taken into
account under subsection (a) unlesssuch item is incurred in a trade
or business of the taxpayer,

“(2) RemmBurseEp EBXPENSEs.—No item shall be taken into
account under subsection (a) to the extent that the taxpayer is
reimbursed for such item.

“(3) GEOGRAPHICAL LIMITATION.—No item shall be taken into
account under subsection (a) with respect to any expense paid or
incurred by the taxpayer with respect to employment outside the
United States.

“(4) MAXIMUM PERIOD OF TRAINING OR INSTRUCTION.—No item
with respect to any employee shall be taken into account under
subsection (a) after the end of the 24-month period beginning
with the date of initial employment of such employee by the
taxpayer.

“?5 IneriesLe 1NDIVIDUALS.—No item shall be taken into
account under subsection (a) with respect to an individual who—

“(A) bears any of the relationships described in para-
graphs (1) through (8) of section 152(a) to the taxpayer,
or,if the taxpayer is a corporation, to an individual who owns,
directly or indirectly, more than 50 percent in value of the
outstanding stock of the corporation (determined with the
application of section 267 (c)),
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“(B) if the taxpayer is an estate or trust, is a grantor,
beneficiary, or fiduciary of the estate or trust, or is an indi-
vidual who bears any of the relationships described in para-
graphs (1) through (8) of section 152(a) to a grantor,
beneficiary, or fiduciary of the estate or trust, or

“(C) is a dependent (described in section 152(a)(9)) of
the taxpayer, or, if the taxpayer is a corporation, of an indi-
vidual deseribed in subparagraph (A), or, if the taxpayer is
an estate or trust, of a grantor, beneficiary, or fiduciary of
the estate or trust. |

“(d) SuBcmArTER S CorPORATIONS.—In case of an electing small
business corporation (as defined in section 1371)—

“(1) the work incentive program expenses for each taxable
year shall be apportioned pro rata among the persons who are
shareho}lders of such corporation on the last day of such taxable
vear, an

“(2) any person to whom any expenses have been apportioned
under paragraph (1) shall be treated (for purposes of this sub-
part) as the taxpayer with respect to such expenses.

“(e) Esrates axp Trusts.—In the case of an estate or trust—

% (I%Gthe work incentive program expenses for any taxable year
shall be apportioned between the estate or trust and the bene-
ﬁciari}es on the basis of the income of the estate or trust allocable
to each,

“(2) any beneficiary to whom any expenses have been appor-
tiong under pa.ragral}.)j}rl (1) shall bejirea,ted (for purposes of [Ehis
subpart) as the taxpayer with respect to such expenses, and

“(3) the $25,000 amount specified under subparagraphs (A) and
(B) of section 50A.(a) (2) applicable to such estate or trust shall
be reduced to an amount which bears the same ratio to $25,000 as
the amount of the expenses allocated to the trust under paragraph
gl) bears to the entire amount of such expenses.

f“( ) Lasrrarions WirH Respect 10 CERTAIN PERSONS.—In the case
or—
“(1) an organization to which section 593 applies,
“(2) a regulated investment company or a real estate invest-
ment trust subject to taxation under subchapter M (section 851
and following), and

“(3) acooperative organization described in section 1381 (a),
rules similar to the rules provided in section 46(d) shall apply under
regulations prescribed by the Secretary or his delegate.

“(g) Cross REFERENCE.—
ti:{;rg:gil;e?itg:nasol{(:l):%;‘ gl:}'bpart to certain acquiring corpora-
(c} TrcENICAL AND CLERICAL AMENDMENTS.—
(1) The table of subparts for part IV of subchapter A of chapter
1 is amended by adding at the end thereof the following:
“Subpart C. Rules for computing eredit for expenses of work
incentive programs.”
(2) The table of sections of subpart A of part IV of subchapter A

of chapter 1 is amended by striking out the last item and inserting in
lien thereof the following:

“Sec. 40. Expenses of work incentive programs.
“See. 41, Contributions to eandidates for publie office.
“Sec. 42. Overpayments of tax,

(3) Section 381(c) (relating to items taken into account in certain
corporate acquisitions) is amended by adding at the end thereof the
following new paragraph:

68 A Stats 43.
26 USC 152.

72 Stat. 1607.

72 Stat. 1650;
78 Stats 112,

Ante, ps 554,

76 Stats 977;
83 Stat. 620,

68 A Stat, 268;
83 Stats 717,

76 Stats 1045,
Ante, ps 507,

6BA Stat. 124;
76 Stat. 971,

57



558

Ante, p. 553.

84 Stat. 1846,

Post, p. 560,

68A State 803;
83 Stats 525.

68BA Stat, 771,

78 Stat, 858.

PUBLIC LAW 92-178-DEC. 10, 1971 [85 StaT.

“(24) CREDIT UNDER SECTION 40 FOR WORK INCENTIVE PROGRAM
expeNsEs.—The acquiring corporation shall take into account (to
the extent proper to carry out the purposes of this section and
section 40, and under such regulations as may be prescribed by the
Secretary or his delegate) the items required to be taken into
account for purposes of section 40 in respect of the distributor or
transferor corporation.”

(4) Section 56(a) (2) (relating to imposition of minimum tax
for tax preferences) is amendef—

(A) by striking out “and” at the end of clause (ii),

(B) by striking out “; and” at the end of clause (iii) and
inserting in lieu thereof a comma, and

(C) by inserting after clause (iii) the following new
clauses:

“(iv) section 40 (relating to expenses of work incen-
tive program), and

“(v) section 41 (relating to contributions to candidates
for public office) ; and”.

(5) Section 56(c) (1) (relating to tax carryovers) is amended—

(A) by striking out “and” at the end of subparagraph (B),

(B) by striking out “exceed” at the end of subparagraph
(C), and ,

(C) by inserting after subparagraph (C) the following
new subparagraphs: ;

“(D) section 40 (relating to expenses of work incentive
program), and ]

“(E) section 41 (relating to contributions to candidates for
public office), exceed”.

(d) Srtarures or LamrrarioNns aANp InteErReEsT REvaTineg To Work
IxceNTIVE CrEDIT CARRYBACKS.— : .

(1) AssEssMENT AND coLLECTION.—Section 6501 (relat.mﬁ. to
limitation on assessment and collection) is amended by adding
at the end thereof the following new subsection :

“(0) Work IncenTive Procraym Crepir CarryBacks.—In the case
of a deficiency attributable to the application to the taxpayer of a
work incentive program credit carryback (including deficiencies
which may be assessed pursuant to the provisions of section 6213 (b)
(2) ), such deficiency may be assessed at any time before the expiration
of the period within which a deficiency for the taxable year of the
unused work incentive program credit which results in such carryback
may be assessed, or, with respect to any portion of a work incentive
program credit carryback from a taxaﬂle year attributable to a net
operating loss carryback or a capital loss carryback from a subse-
quent taxable year, at any time before the expiration of the period
within which a deficiency for such subsequent taxable year may be
assessed.”

(2) Creprr or ReFUND.—Section 6511(d) (relating to limita-
tions on credit or refund) is amended by adding at the end
thereof the following new paragraph:

*(7) SPECIAL PERIOD OF LIMITATION WITH RESPECT TO WORK
INCENTIVE PROGRAM CREDIT CARRYBACKS.—

“(A) Periop or ramrraTioNn.—If the claim for credit or
refund relates to an overpayment attributable to a work incen-
tive program credit carryback, in lieu of the 3-year period of
linutatior:.)dprescribed in subsection (a), the period shall be
that period which ends with the expiration of the 15th day
of the 40th month (or 39th month, in the case of a corpora-
tmnﬂK following the end of the taxable year of the unused
work incentive program credit which results in such carry-
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back (or, with respect to any portion of a work incentive pro-
gram credit carryback from a taxable year attributable to a
net operating loss carryback or a capital loss carryback from
a subsequent taxable year, the period shall be that period
which ends with the expiration of the 15th day of the 40th
month, or 39th month, in the case of a corporation, following
the year of such taxable year) or the period prescribed in
subsection (c) in respect of such taxable year, whichever
expires later. In the case of such a claim, the amount of the
credit or refund may exceed the portion of the tax paid within
the period provided in subsection (b)(2) or (c), whichever
is applicable, to the extent of the amount of the overpayment
attngutable to such carryback.

“(B) AprricaBLE RULES.—If the allowance of a credit or
refund of an overpayment of tax attributable to a work
incentive program credit carryback is otherwise prevented by
the operation of any law or rule of law other than section
7122, relating to compromises, such credit or refund may be  §2%,3°%,55"
allowed or made, if claim therefor is filed within the period
provided in subparagraph (A) of this paragraph. In the case
of any such claim for eredit or refund, the determination by
any court, including the Tax Court, in any proceeding in
which the decision of the court has become final, shall not
be conclusive with l'es?ect to the work incentive program
credit, and the effect of such credit, to the extent that such
credit is affected by a carryback which was not in issue in
such proceeding.”

(3) INTEREST ON UNDERPAYMENTS.—Section 6601(e) (relating .75 St 972
to income tax reduced by carryback or adjustment for certain
unused deductions) is amended by adding at the end thereof the
following new paragraph:

“(4) WORK INCENTIVE PROGRAM CREDIT CARRYBACK.—Lf the credit
allowed by section 40 for any taxable year is increased by reason
of a work incentive program credit carryback, such increase shall
not affect the computation of interest under this section for the
period ending with the last day of the taxable year in which the
work incentive program credit carryback arises, or, with respect
to any portion of a work incentive program carryback from
a taxable year attributable to a net operating loss carryback or
a capital loss carryback from a subsequent taxable year, such
increase shall not affect the computation of interest under this
section for the period ending with the last day of such sub-

uent taxable year.”
se(h) INTEREST ON OVERPAYMENTS.—Section 6611 (f) (relating to
refund of income tax caused by carryback or adjustment for cer-
tain unused deductions) is amended by adding at the end thereof
the following new paragraph:

“(4) WORK INCENTIVE PROGRAM CREDIT CARRYBACK.—For pur-
poses of subsection (a), if any overpayment of tax imposed b
subtitle A results from a work incentive program credit carryback,
such overpayment shall be deemed not to have been made prior
to the close of the taxable year in which such work incentive pro-
gram credit carryback arises, or, with respect to any portion of a
work incentive program credit carrybaclll from a taxable year
attributable to a net operating loss carryback or a capital loss
carryback from a subsequent taxable year, such overpayment shall
be deemed not to have made prior to the close of such sub-
sequent taxable year.”
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(e) TExTATIVE CARRYBACK ADJUSTMENTS.—

(1) APPLICATION FOR ADJUSTMENT.—Section 6411 (relating to
quick refunds in respect of tentative carryback adjustments) is
amended—

(A) by striking out “or unused investment credit” each
place it appears in such section and inserting in lieu thereof
“ulhlusa;d investment credit, or unused work incentive program
credit”,

(B) by inserting after “section 46 (b),” in the first sentence
of subsection (a) “by a work incentive program carryback
provided in section 50A (b) ,’,and

(C) by inserting after “investment credit carryback” in the
second sentence of subsection (a) “or a work incentive pro-
gram carryback”.

(2) TENTATIVE CARRYBACK ADJUSTMENT ASSESSMENT PERIOD.—
Section 6501(m) (relating to tentative carryback adjustment
period) is amended—

&A) by striking out “or an investment credit carryback”
and inserting in lieu thereof “an investment credit carryback,
or a work incentive program carryback”, and

(B) by striking out *(h) or (j)” each place it appears and
inserting in lieu thereof “(h), (j),or (o)".

(f) Errective Date.—The amendments made by this section shall
apply to taxable years beginning after December 31,1971.

TITLE VII-TAX INCENTIVES FOR CONTRI-
BUTIONS TO CANDIDATES FOR PUBLIC

OFFICE

SEC. 701. ALLOWANCE OF CREDIT.

(a) Subpart A of part IV of subchapter A of chapter 1 (relating
to credits against tax) is amended by Inserting after section 40 (as
added by section 601 of this Act) the following new section:

“SEC, 41. CONTRIBUTIONS TO CANDIDATES FOR PUBLIC OFFICE.

“(a) Generar Rure.—In the case of an individual, there shall be
allowed, subject to the limitations of subsection (b), as a credit against
the tax imposed by this chapter for the taxable year, an amount equal
to one-half of all political contributions, payment of which is made
by the taxpayer within the taxable year.

“(b) LimrrATioNs.—

“(1) Maxorom crepit.—The credit allowed by subsection (a)
for a taxable year shall be limited to $12.50 ($25 in the case of
a joint return under section 6013).

*(2) ArpricaTiON WITH OTHER CREDITS.—The credit allowed by
subsection (a) shall not exceed the amount of the tax imposed by
this chapter for the taxable year reduced by the sum of the
credits allowable under section 33 (relating to foreign tax eredit),
section 35 (relating to partially tax-exempt interest), section 37
(relating to retirement income), and section 38 (relating to invest-
ment in certain depreciable property).

“(3) Verrrrcarion.—The credit allowed by subsection (a) shall
be allowed, with respect to any political contribution, only if
such political contribution is verified in such manner as the
Secretary or his delegate shall prescribe by regulations.

“(¢) DerFinrrioNs.—For purposes of this section—

“(1) PorrricaL contriBuTION.—The term ‘political contribu-
tion’ means a contribution or gift of money to—
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“(A) an individual who is a candidate for nomination or
election to any Federal, State, or local elective public office
in any primary, general, or special election, for use by such
individual to further his candidacy for nomination or election
to such office ; s i

“(B) any committee, association, or organization (whether
or not incorporated) organized and operated exclusively for
the purpose of influencing, or attempting to influence, the
nomination or election of one or more individuals who are
candidates for nomination or election to any Federal, State,
or local elective public office, for use by such committee,
association, or organization to further the candidacy of such
individual or individuals for nomination or election to such
office ;

“gC) the national committee of a national political party ;
“(D) the State committee of a national political party as
designated by the national committee of such party: or
“(E) a local committee of a national political party as
designated by the State committee of such party designated
under subparagraph (D).

“(2) C;\NDIDATE.—'F}IE term ‘candidate’ means, with respect to
any Federal, State, or local elective public office, an individual
who—

“(A) has publicly announced that he is a candidate for
nomination or election to such office; and

“(B) meets the qualifications prescribed by law to hold
such office.

“(3) NarroNarn porITICAL PARTY.—The term ‘national political
party’ means—

“(A) in the case of contributions made during a taxable
year of the taxpayer in which the electors of President and
Vice President are chosen, a political party presenting can-
didates or electors for such offices on the official election ballot
of ten or more States, or

“(B) in the case of contributions made during any other
taxable year of the taxpayer, a political party which met the
qualifications described in subparagraph (A) in the last pre-
ceding election of a President and Vice President.

“(4) Srate anp rocan.—The term ‘State’ means the various
States and the Distriet of Columbia; and the term ‘local’ means
a political subdivision or part thereof, or two or more political
subdivisions or parts thereof, of a State.

“(d) Cross REFERENCES.—

“For disallowance of credits to estates and trusts, see section
642(a) (R).”

(b) Section 642(a) (relating to credits against tax for estates and
trusts) is amended by adding at the end thereof the following new
paragraph :

“(3) PoriTicAL cONTRIBUTIONS.—An estate or trust shall not be
allowed the credit against tax for political contributions provided
by section 41.”

SEC. 702. DEDUCTION IN LIEU OF CREDIT.

(a) Part VII of subchapter B of chapter 1 (relating to additional
itemized deductions for individuals) is amended by redesignating sec-
tion 218 as 219, and by inserting after section 217 the following new
sectlon :

“SEC. 218. CONTRIBUTIONS TO CANDIDATES FOR PUBLIC OFFICE.

*(a) Arrowaxce oF Depvcrion.—In the case of an individual, there

shall be allowed as a deduction any political contribution (as defined
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in section 41(¢) (1)) payment of which is made by such individual
within the taxable year.

“(b) LiMmrrarioNs.—

“(1) Asount.—The deduction under subsection (a) shall not
exceed $50 ($100 in the case of a joint return under section 6013).

“(2) Veriricarion.—The deduction under subsection (a) shall
be allowed, with respect to any political contribution, only if such
political contribution is verified in such manner as the Secretary
or his delegate shall prescribe by regulations.

“(¢) Erection To Take Creprr iv Liev or Depucrion.—This
section shall not apply in the case of any taxpayer who, for the taxable
year, elects to take the credit against tax provided by section 41 (relat-
ing to credit against tax for contributions to candidates for public
office). Such election shall be made in such manner and at such time as
the Secretary or his delegate shall prescribe by regulations.

“(d) Cross REFERENCE.—

“For disallowance of deduction to estates and trusts,
see section 642(i).”

(b) Section 642 (relating to special rules for credits and deductions
for estates and trusts) is amended by redesignating subsection (i) as
subsection (j), and by inserting after subsection (h) a new subsection
as follows:

“(1) Porrrican ContrisuTioNs.—An estate or trust shall not be
allowed the deduction for contributions to candidates for public office
provided by section 218.”

(¢) The table of sections of part VII of subchapter B of chapter 1 is
amended by striking out the last item and inserting in lieu thereof the
following :

“Sec. 218, Contributions to candidates for public office.
“Sec. 219. Cross references.”
SEC. 703. EFFECTIVE DATE.

The amendments made by this title shall apply to taxable years
ending after December 31, 1971, but only with respect to political
contributions. payment of which is made after such date.

TITLE VIII—FINANCING OF PRESIDEN-
TIAL ELECTION CAMPAIGNS

SEC. 801. PRESIDENTIAL ELECTION CAMPAIGN FUND ACT.
The Internal Revenue Code of 1954 is amended by adding at the
end thereof the following new subtitle:

“Subtitle H—Financing of Presidential Election
Campaigns

“Chapter 95. Presidential election campaign fund.
“Chapter 96. Presidential election eampaign fund advisory board.

“CHAPTER BLPRESIDEFN[T%L ELECTION CAMPAIGN

“Sec. 9001, SBhort title.

“Sec. 9002, Definitions.

“Sec. 9003. Condition for eligibility for payments.

“Sec, 9004. Entitlement of eligible candidates to payments.
“See, 9005, Certification by Comptroller General,

“Sec. 9006, Payments to eligible candidates.

“Sec. 9007. Examinations and audits; repayments,

“Sec. 9008, Information on proposed expenses.
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“See. 9009. Reports to Congress ; regulations.
“Sec. 9010. Participation by Comptroller General in judicial pro-
ceedings.
“Sec. 9011. Judicial review.
“Sec., 9012. Criminal penalties.
“Sec. 9013. Effective date of chapter.
“SEC. 9001. SHORT TITLE.

“This chapter may be cited as the ‘Presidential Election Campaign
Fund Act’.
“SEC. 9002. DEFINITIONS.
“For purposes of this chapter—
“gl) l.}[‘he term ‘authorized committee’ means, with respect to the

candidates of a political party for President and Vice President of
the United States, any political committee which is authorized in
writing by such candidates to incur expenses to further the election
of such candidates. Such authorization shall be addressed to the
chairman of such political committee, and a copy of such authori-
zation shall be ﬁﬁ)ed by such candidates with the Comptroller
General. Any withdrawal of any authorization shall also be in
writing and shall be addressed and filed in the same manner as the
authorization. X

“(2) The term ‘candidate’ means, with respect to any presiden-
tial election, an individual who (A) has been nominated for elec-
tion to the office of President of the United States or the office of
Vice President of the United States by a major party, or (B) has
qualified to have his name on the election ballot (or to have the
names of electors pledged to him on the election ballot) as the
candidate of a political party for election to either such office
in 10 or more States. For purposes of paragraphs (6) and (7) of
this section and ﬁurposes of section 9004(a) (2), the term ‘candi-
date’ means, with respect to any preceding presidential election,
an individual who received popuf;r votes for the office of Pres-
ident. in such election.

¥(3) The term ‘Comptroller General’ means the Comptroller
General of the United States.

“(4) The term ‘eligible candidates’ means the candidates of a
political party for President and Vice President of the United
States who have met all applicable conditions for eligibility to
receive payments under this chapter set forth in section 9003,

“(5) The term ‘fund’ means the Presidential Election Cam-
paign Fund established by section 9006(a).

*(6) The term ‘major party’ means, with respect to any pres-
idential election, a political party whose candidate for the office
of President in the preceding presidential election received, as
the candidate of such party, 25 percent or more of the total number
of popular votes received by all candidates for such office.

“(7) The term ‘minor party’ means, with respect to any presi-
dential election, a political party whose candidate for the oﬂgze of
President in the preceding presidential election received, as the
candidate of such party, 5 percent or more but less than 25 per-
cent of the total number of popular votes received by all candi-
dates for such office.

“(8) The term ‘new party’ means, with respect to any presiden-
tial election, a political party which is neither a major party nor
a minor I]l::nrty.

“(9) The term ‘political committee’ means any committee, asso-
ciation, or organization (whether or not incorporated) which
accepts contributions or makes expenditures for the purpose of
influencing, or attempting to influence, the nomination or election
of one or more individuals to Federal, State, or local elective
public office.
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“(10) The term ‘presidential election’ means the election of
presidential and vice-presidential electors.

“(11) The term ‘qualified campaign expense’ means an
e

“(A) incurred (i) by the candidate of a political party
for the office of President to further his election to such office
or to further the election of the candidate of such political
party for the office of Vice President, or both (ii) by the
candidate of a political party for the office of Vice President
to further his election to such office or to further the election
of the candidate of such political party for the office of Presi-
dent, or both, or (iii) by an authorized committee of the
candidates of a political party for the offices of President and
Vice President to further the election of either or both of
such candidates to such offices,

“(B) incurred within the expenditure report period (as
defined in paragraph (12)), or incurred before the beginning
of such period to the extent such expense is for property,
services, or facilities used during such period, and

“(C) neither the incurring nor payment of which con-
stitutes a violation of any law of the United States or of the
State in which such expense is incurred or paid.

An expense shall be considered as incurred by a candidate or an
authorized committee if it is incurred by a person authorized by
such candidate or such committee, as the case may be, to incur
such expense on behalf of such candidate or such committee. 1f
an authorized committee of the candidates of a political party
for President and Vice President of the United States also incurs
expenses to further the election of one or more other individuals
to Federal, State, or local elective public office, expenses incurred
by such committee which are not specifically to further the election
of such other individual or individuals shall be considered as
incurred to further the election of such candidates for President
and Vice President in such proportion as the Comptroller General
prescribes by rules or regulations. ]

“(12) The term ‘expenditure report period’ with respect to any
presidential election means— o )

“(A) in the case of a major party, the period beginning with
the first day of September before the election, or, if earlier,
with the date on which such major party at its national con-
vention nominated its candidate for election to the office of
President of the United States, and ending 30 days after the
date of the presidential election ; and

“(B) in the case of a party which is not a major party, the
same period as the expenditure report period of the major
party which has the shortest expenditure report period for
such presidential election under subparagraph (A).

“SEC. 9003. CONDITION FOR ELIGIBILITY FOR PAYMENTS.

“(a) In GENERAL—In order to be eligible to receive any payments
under section 9006, the candidates of a political party in a presidential
election shall, in writing—

“(1) agree to oﬁtain and furnish to the Comptroller General
such evidence as he may request of the qualified campaign expenses
with respect to which payment is sought,

“(2) agree to keep and furnish to the Comptroller General
such records, books, and other information as he may request,

“(3) agree to an audit and examination by the Comptroller
General under section 9007 and to pay any amounts required to be
paid under such section, and
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“(4) agree to furnish statements of qualified campaign expenses
and proposed qualified campaign expenses required under section
9008.

“(b) Masor Parries.—In order to be eligible to receive any pay-
ments under section 9006, the candidates of a major party in a presi-
dential election shall certify to the Comptroller General, under penalty
of perjury, that—

*(1) such candidates and their authorized committees will not
incur qualified campaign expenses in excess of the aggregate pay-
ments to which they will be entitled under section 9004, and

“(2) no contributions to defray qualified campaign expenses
have been or will be accepted by Suc% candidates or any of their
authorized committees except to the extent necessary to make up
any deficiency in payments received out of the fund on account
of the application of section 9006(c), and no contributions to
defray expenses which would be qualified campaign expenses but
for subparagraph (C) of section 9002(11) have been or will be
accepted by such candidates or any of their authorized committees.

Such certification shall be made within such time En'ior to the day of
the presidential election as the Comptroller General shall preseribe by
rules or regulations.

“(c) Mixor axp NEw Parties.—In order to be eligible to receive
any payments under section 9006, the candidates of a minor or new
party in a presidential election shall certify to the Comptroller Gen-
eral, under penalty of perjury, that—

“(1) such candidates and their authorized committees will not
incur qualified campaign expenses in excess of the aggregate pay-
ments to which the eligible candidates of a major party are entitled
under section 9004, and

“(2) such candidates and their authorized committees will
accept and expend or retain contributions to defray qualified cam-
paign expenses only to the extent that the qualified campaign
expenses incurred by such candidates and their authorized com-
mittees certified to under paragraph (1) exceed the aggregate
payments received by such candidates out of the fund pursuant
to section 9006.

Such certification shall be made within such time prior to the day of
the presidential election as the Comptroller Genera? shall prescribe by
rules or regulations.

“SEC. 9004. ENTITLEMENT OF ELIGIBLE CANDIDATES TO PAYMENTS.
“(a) I~ GENERaL.—Subject to the provisions of this chapter—
“(1) The eligible candidates of a major party in a presidential
election shall be entitled to payments under section 9006 equal in
the aggregate to 15 cents multiplied by the total number of resi-
dents within the United States who have attained the age of 18, as
determined by the Bureau of the Census. as of the first day of
June of the year })receding the year of the presidential election.
“(2) (A) The eligible candidates of a minor party in a presi-
dential election shall be entitled to payments under section 9006
equal in the aggregate to an amount which bears the same ratio to
the amount computed under paragraph (1) for » major party as
the number of popular votes received by the candidate for Presi-
dent of the minor party, as such candidate, in the preceding presi-
dential election bears to the average number of popular votes
received by the candidates for President of the major parties in
the preceding presidential election.
“FB) If the candidate of one or more political parties (not
ineluding a major party) for the office of President was a candi-
date for such office in the preceding presidential election and
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received 5 percent or more but less than 25 percent of the total
number of popular votes received by all candigates for such office,
such candidate and his running mate for the office of Vice Presi-
dent, upon compliance with the provisions of section 9003 (a) and
(c), shall be treated as eligible candidates entitled to payments
under section 9006 in an amount computed as provided in subpara-
graph (A) by taking into account all the popular votes received by
such candidate for the office of President in the preceding presi-
dential election. If eligible candidates of a minor party are entitled
to payments under this subparagraph, such entitlement shall be
reduced by the amount of the entitlement allowed under subpara-
graph (A).

¥(3) The eligible candidates of a minor party or a new party in
a presidential election whose candidate for President in such elec-
tion receives, as such candidate, 5 percent or more of the total num-
ber of popular votes cast for the office of President in such election
shall be entitled to payments under section 9006 equal in the aggre-
gate to an amount which bears the same ratio to the amount com-
puted under paragraph (1) for a major party as the number of
popular votes recewe(li, by such candidate m such election bears to
the average number of popular votes received in such election by
the candidates for President of the major parties. In the case of eli-
gible candidates entitled to payments under paragraph (2), the
amount allowable under this paragraph shall be limited to the
amount, if any, by which the entitlement under the preceding
s(el;tence exceeds the amount of the entitlement under paragraph

2).

“(b) Limrrarions.—The aggregate payments to which the eligible
candidates of a political party shall be entitled under subsections (a)
(2) and (3) “‘it?l respect to a presidential election shall not exceed an
amount equal to the lower of—

“(1) the amount of qualified campaign expenses incurred by
such eligible candidates and their authorized committees, reduced
by the amount of contributions to defray qualified eampaign
expenses received and expended or retained by such eligible candi-
dates and such committees, or

“(2) the aggregate payments to which the eligible candidates of
a major party are entitled under subsection (a) (1), reduced by
the amount of contributions deseribed in paragraph (1) of this
subsection.

*(e) Restricrions.—The eligible candidates of a political party
shall be entitled to payments under subsection (a) only—

“(1) to defray qualified campaign expenses incurred by such
eligible candidates or their authorized committees, or

“(2) to repay loans the proceeds of which were used to defra
such qualified campaign expenses, or otherwise to restore funds
(other than contributions to defray qualified campaign expenses
received and expended by such candidates or such committees)
used to defray such qualified campaign expenses.

“SEC. 9005. CERTIFICATION BY COMPTROLLER GENERAL.

“(a) Ixrrian CerrrricaTions.—On the basis of the evidence, books,
records, and information furnished by the eligible candidates of a
political party and prior to examination and audit under section 9007,
the Comptroller (General shall certify from time to time to the Secre-
tary for payment to such candidates under section 9006 the payments
to which such candidates are entitled under section 9004,

“(b) Finarrry oF CERTIFICATIONS AND DETERMINATIONS.—Initial
certifications by the Comptroller General under subsection (a), and all
determinations made by him under this chapter, shall be final and con-
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clusive, except to the extent that they are subject to examination and
audit by the Comptroller General under section 9007 and judicial
review under section 9011,

“SEC., 9006. PAYMENTS TO ELIGIBLE CANDIDATES.

“(a) EsraprisnMeNT oF CaAmMPateN Funp—There is hereby estab-
lished on the books of the Treasury of the United States a speeial fund
to be known as the ‘Presidential Election Campaign Fund’. The
Secretary shall maintain in the fund (1) a separate account for the
candidates of each major party, each minor party, and each new party
for which a specific designation is made under section 6096 for pay-
ment into an account in the fund and (2) a general account for which
no specific designation is made. The Secretary shall, as provided by
appropriation Acts, transfer to each account in the fund an amount
not in excess of the sum of the amounts designated (subsequent to the
previous presidential election) to such account by individuals under
section 6096 for payment into such account of the fund.

“(b) TransFer 1o THE GENErRaL Funp.—If, after a presidential
election and after all eligible candidates have been paid the amount
which they are entitled to receive under this chapter, there are moneys
remaining in any account in the fund, the Secretary shall transfer the
moneys so remaining to the general fund of the Treasury.

“(¢) PaymexTs From tHE Funp.—Upon receipt of a certification
from the Comptroller General under section 9005 for payment to the
eligible candidates of a political party, the Secretary shall pay to such
candidates out of the specific account in the fund for such candidates
the amount certified by the Comptroller General. Payments to eligible
candidates from the account designated for them shall be limited to the
amounts in such account at the time of payment. Amounts paid to any
such candidates shall be under the control of such candidates.

“(d) Transrers FroM GENERAL ACCOUNT TO SEPARATE ACCOUNTS.—

“(1) If, on the 60th day prior to the presidential election, the
moneys in any separate account in the fund are less than the aggre-
gate entitlement under section 9004 (a)(1) or (2) of the eli-
gible candidates to which such account relates, 80 percent of the
amount in the general account shall be transferred to the separate
accounts (whether or not all the candidates to which snch separate
accounts relate are eligible candidates) in the ratio of the enti-
tlement under section 9004(a) (1) or (2) of the candidates to
which such accounts relate. No amount shall be transferred to any
separate account under the preceding sentence which, when added
to the moneys in that separate account prior to any payment out
of that account during the calendar year, would be in excess of
the ageregate entitlement under section 9004 (a) (1) or (2) of the
candidates to whom such account relates.

#(2) If, at the close of the expenditure report period, the mon-
eys in any separate account in the fund are not sufficient to satisfy
any unpaid entitlement of the eligible candidates to which
such account relates, the balance in the general account shall be
transferred to the separate accounts in the following manner:

“(A) For the separate account of the candidates of a major
party. compute the percentage which the average number of
popular votes received by the candidates for President of the
major parties is of the total number of popular votes cast for
the office of President in the election.

“(B) For the separate account of the candidates of a minor
or new party, compute the percentage which the popular votes
received for President by the candidate to which such account
relates is of the total number of popular votes cast for the
office of President in the election.
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“(C) In the case of each separate account, multiply the ap-
licable percentage obtained under subparagraph (A) or (B)
lf.,or such account by the amount of the money in the general
account prior to any distribution made under paragraph (1),
and transfer to such separate account an amount equal to the
excess of the product of such multiplication over the amount
of any distribution made under such paragraph to such
account,

“SEC. 9007. EXAMINATIONS AND AUDITS; REPAYMENTS.

“(a) ExaminaTioNs AND Auprrs.—After each presidential election,
the Comptroller General shall conduct a thorough examination and
audit of the qualified campaign expenses of the candidates of each
political Igarty for President and Vice President.

“(b) REPAYMENTS.—

“(1) If the Comptroller General determines that any portion
of the payments made to the eligible candidates of a political
party under section 9006 was in excess of the aggregate payments
to which candidates were entitled under section 9004, he shall so
notify such candidates, and such candidates shall pay to the Sec-
retary an amount equal to such portion.

“(2) If the Comptroller General determines that the eligible
candidates of a political party and their authorized committees
incurred qualified campaign expenses in excess of the aggregate
payments to which the eligible candidates of a major party were
entitled under section 9004, he shall notify such candidates of
the amount of such excess and such candidates shall pay to the
Secretary an amount equal to such amount.

“(3) If the Comptroller General determines that the eligible
candidates of a major party or any authorized committee of such
candidates accepted contributions (other than contributions to
make up deficiencies in payments out of the fund on account of
the application of section 9006(c)) to defray qualified campaign
expenses (other than qualified campaign expenses with respect
to which payment is required under paragraph (2)), he shall
notify such candidates of the amount of the contributions so
accepted, and such candidates shall pay to the Secretary an
amount equal to such amount.

“(4) If the Comptroller General determines that any amount
of any payment made to the eligible candidates of a political party
under section 9006 was used for any purpose other than—

“(A) to defray the qualified campaign expenses with
respect to which such payment was made, or
“(B) to repay loans the proceeds of which were used, or
otherwise to restore funds (other than contributions to defray
qualified campaign expenses which were received and
expended) which were used, to defray such qualified
campaign expenses,
he shall notify such candidates of the amount so used, and such
candidates shall pay to the Secretary an amount equal to such
amount.

“(5) No payment shall be required from the eligible candidates
of a political party under this subsection to the extent that such

yment, when added to other payments required from such
candidates under this subsection, exceeds the amount of payments
received by such candidates under section 9006.

Time limitation. ¢ () NorrrIcATION.—No notification shall be made by the Comptrol-
ler General under subsection (b) with respect to a presidential election
more than 3 years after the day of such election.
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“(d) Derosrr or RepaymenTs.—All payments received by the Sec-
retary under subsection (b) shall be deposited by him in tge general
fund of the Treasury.

“SEC. 9008. INFORMATION ON PROPOSED EXPENSES.

“(a) Reporrs BY Canvipates.—The candidates of a political party
for President and Vice President in a presidential election shall, from
time to time as the Comptroller General may require, furnish to the
Comptroller General a detailed statement, in such form as the Comp-
troller General may prescribe, of—

“(1) the qualified eampaign expenses incurred by them and
their authorized committees prior to the date of snc% statement
(whether or not evidence og) such expenses has been furnished
for purposes of section 9005), and

“(2) the qualified campaign expenses which they and their
authorized committees propose to incur on or after the date of
such statement,

The Comptroller General shall require a statement under this sub-
section from such candidates of each political party at least once each
week during the second, third, and fourth weeks preceding the da
of the presidential election and at least twice during the week preced-
ing such day.

‘(b) Pupricarion.—The Comptroller General shall, as soon as
possible after he receives each statement under subsection (a), prepare
and publish a summary of such statement, together with any other
data or information which he deems advisable, in the Federal Register.
Such summary shall not include any information which identifies any
individual who made a designation under section 6096.

“SEC. 9009. REPORTS TO CONGRESS; REGULATIONS.

“(a) Reporrs.—The Comptroller General shall, as soon as practica-
ble after each presidential election, submit a full report to the Senate
and House of Representatives setting forth—

“(1) the qualified campaign expenses (shown in such detail as
the Comptroller General determines necessary) incurred by the
candidates of each political party and their authorized com-
mittees;

“(2) the amounts certified by him under section 9005 for pay-
ment to the eligible candidates of each political party ; and

“(3) the amount of payments, if any, required from such can-
didates under section 9007, and the reasons for each payment
required.

Each report submitted pursuant to this section shall be printed as a
Senate document.

“(b) Recurations, Erc.—The Comptroller General is authorized to
prescribe such rules and regulations, to conduct such examinations
and audits (in addition to the examinations and audits required by sec-
tion 9007 (aL) , to conduct such investigations, and to require theiee -
ing and submission of such books, records, and information, as he
deems necessary to carry out the funetions and duties imposed on him
by this chapter.

“SEC. 9010. PARTICIPATION BY COMPTROLLER GENERAL IN JUDICIAL
PROCEEDINGS.

“(a) Arrearance BY CounseL—The Comptroller General is
authorized to a.pEear in and defend against any action filed under sec-
tion 9011, either by attorneys employed in his office or by counsel whom
he may appoint without regard to the provisions of title 5, United
States Code, governing appointments in the competitive service, and
whose compensation he may fix without regard to the provisions of
chapter 51 and subchapter IIT of chapter 53 of such title.
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“(b) Recovery or Cerraixn Pavments.—The Comptroller General
is authorized through attorneys and counsel described in subsection
(a) to appear in the district courts of the United States to seek recov-
ery of any amounts determined to be payable to the Secretary as a
result of examination and audit made pursuant to section 9007.
“(¢) Decrararory anxp INguncrive Revmer.—The Comptroller
General is authorized through attorneys and counsel described in sub-
section (a) to petition the courts of the United States for declarato
or injunctive relief concerning any civil matter covered by the provi-
Past, p+ 573, sions of this subtitle or section 6096. Upon application of the
troller General, an action brought pursuant to this subsection sha]l e
heard and determined by a court of three judges in accordance with
- e the provisions of section 2284 of title 28, United States Code, and any
G appeal shall lie to the Supreme Court. It shall be the duty of the
judges designated to hear the case to assign the case for hearing at
the earliest practicable date, to participate in the hearing and deter-
mination thereof, and to cause the case to be in every way expedited.
“(d) Arrear.—The Comptroller General is authorized on behalf of
the United States to appeal from, and to petition the Supreme Court
for certiorari to review, judgments or deerees entered with respect to
actions in which he appears pursuant to the authority provided in this
section.

“SEC. 9011. JUDICIAL REVIEW,

“(a) Review or CerTIFicATION, DETERMINATION, OR OTHER ACTION
BY THE CoMPTROLLER (FENERAL—Any certification, determination, or
other action by the Comptroller General made or taken pursuant to the
provisions of this chapter shall be subject to review by the United
States Court of Appeals for the District of Columbia upon petition
filed in such Court by any interested person. Any petition filed pur-
suant to this section shall be filed within thirty days after the certifica-
tion. determination, or other action by the Comptroller General for
which review is sought.

“(b) Svrrs To InperemexT CHAPTER.—

“(1) The Comptroller General. the national committee of any
political party, and individuals eligible to vote for President are
authorized to institute such actions, including actions for declara-
tory judgment or injunctive relief, as may be appropriate to imple-
ment or contrue any provision of this chapter.

“(2) The district courts of the United States shall have juris-
diction of proceedings instituted pursuant to this subsection and
shall exercise the same without regard to whether a person
asserting rights under provisions of this subsection shall have
exhausted any administrative or other remedies that may be pro-
vided at law. Such proceedings shall be heard and determmed
by a court of three judges in accordance with the provisions of
section 2284 of title 28, United States Code, and any appeal shall
lie to the Supreme Court. It shall be the duty of the judges desig-
nated to hear the case to assign the case for hearing at the earliest
practicable date, to participate in the hearing and determination
thereof, and to cause the case to be in every way expedited.

“SEC. 9012. CRIMINAL PENALTIES,
“(a) Excess Canmraiey EXPENSES.—

“(1) It shall be unlawful for an eligible candidate of a political
party for President and Viee President in a presidential election
or any of his authorized committees knowingly and willfully to
incur qualified campaign expenses in excess of the aggregate pay-
ments to which the eligible candidates of a major party are
entitled under section 9004 with respect to such election,
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“(2) Any person who violates paragraph (1) shall be fined not
more than $5,000, or im;g-isoned not more than one year or both.
In the case of a violation by an authorized committee, any officer or
member of such committee who knowingly and willfully consents
to such violation shall be fined not more than $5,000, or imprisoned
not. more than one year, or both.

“(b) CoNTRIBUTIONS.—

“(1) It shall be unlawful for an eligible candidate of a major
party in a presidential election or any of his authorized commit-
tees ly;nowingly and willfully to aceept any contribution to defray
qualified cam a}ign expenses, except to the extent necessary to
make up any ge ciency in payments received out of the fund on
account of the ap{ﬂication of section 9006(c), or to defray
expenses which would be qualified campaign expenses but for sub-
paragraph (C) of section H9002(11).

#(2) It shall be unlawful for an eligible candidate of a political
party (other than a major party) in a presidential election or any
of his authorized committees knowing(liv and willfully to accept
and expend or retain contributions to defray qualified campaign
expenses in an amount which exceeds the qualified campai
expenses incurred with respect to such election by such eligible
candidate and his authorizet{)sommittees.

“(3) Any person who violates paragraph (1) or (2) shall be
fined not more than $5,000, or imprisoned not more than one year,
or both. In the case of a violation by an authorized committee,
any officer or member of such committee who knowingly and will-
fully consents to such violation shall be fined not more than
$5,000, or imprisoned not more than one year, or both.

“(¢) UntawruL Use oF PAYMENTS.—

“(1) It shall be unlawful for any person who receives any pay-
ment under section 9006, or to whom any portion of any payment
received under such section is transferred, knowingly and willfully
to use, or authorize the use of, such payment or such portion for any
purpose other than—

“(A) to defray the qualified campaign expenses with
respect to which such payment was made, or

“(B) to repay loans the proceeds of which were used, or
otherwise to restore funds (other than contributions to defray
qualified campaign expenses which were received and
expended) which were used, to defray such qualified cam-
paign expenses.

“(2) Any person who violates paragraph (1) shall be fined not
more than $10,000, or imprisoned not more than five years, or both.

“(d) Farse StaTEMENTS, ETc—
: ;‘1( 1) It shall be unlawful for any person knowingly and will-
nluy—
i (A) to furnish any false, fietitious, or fraudulent evidence,
books, or information to the Comptroller General under this
subtitle, or to include in any evidence, books, or information
so furnished any misrepresentation of a material fact, or to
falsify or conceal any evidence, books, or information relevant
to a certification by the Comptroller General or an examina-
::ion and audit by the Comptroller General under this chap-
er; or

“(B) to fail to furnish to the Comptroller General any rec-
ords, books, or information requeste£ by him for purposes of

this chapter.

“(2) Any person who violates paragraph (1) shall be fined not

more than $10,000, or imprisoned not more than five years, or both.
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“(e) KickpAcks AND ILLEGAL PAYMENTS.—

“(1) It shall be unlawful for any person knowingly and will-
fully to give or accept a,ngr kickback or any illegal -{)ay'menrt in
connection with any qualified campaign expense of eligible can-
didates or their authorized committees.

“(2) Any person who violates paragraph (1) shall be fined not
more than $10,000, or imprisoned not more than five years, or both.

“(3) In addition to the penalty provided by paragraph (2), any
person who accepts any kickback or illegal payment in connection
with any qualified campaign expense of eligible candidates or their
authorized committees shall pay to the Secretary, for deposit in the
general fund of the Treasury, an amount equal to 125 percent of
the kickback or payment received.

“(f) U~avrHoRriZED ExPENDITURES AND CONTRIBUTIONS.—

“(1) Except as provided in paragraph (2), it shall be unlawful
for any political committee which is not an authorized committee
with respect to the eligible candidates of a political party for
President and Vice President in a presidential election know-
ingly and willfully to incur expenditures to further the election
of such candidates, which would constitute qualified campaign
expenses if incurred by an authorized committee of such can-
didates, in an aggregate amount exceeding $1,000.

“(2) This su%section shall not apply to (A) expenditures by a
broadcaster regulated by the Federal Communications Commis-
sion, or by a periodical publication, in reporting the news or in
taking e itorlalgleg}ositionsﬁ or (B) expenditures by any orga-
nization descri in section 501(c) which is exempt from tax
under section 501 (a) in communicating to its members the views
of that organization.

“(3) Any political committee which violates paragraph (1)
ghall be fined not more than $5,000, and any officer or member of
such committee who knowingly and willfully consents to such vio-
lation and any other indivi«fl'ml who knowingly and willfully
violates paragraph (1) shall be fined not more than $5,000, or
imprisoned not more than one year, or both.

“(g) UnavrHoRIZED DISCLOSURE OF INFORMATION.—

“(1) It shall be unlawful for any individual to disclose any
information obtained under the provisions of this chapter except
as may be required by law.

5 (2{ Any person who violates paragraph (1) shall be fined not
more than $5,000, or imprisoned not more than one year, or both.

“SEC. 9013. EFFECTIVE DATE OF CHAPTER.
“The provisions of this chapter shall take effect on January 1, 1973.

“CHAPTER 96. PRESIDENTIAL ELECTION CAMPAIGN
FUND ADVISORY BOARD

“SEC. 9021. ESTABLISHMENT OF ADVISORY BOARD.

“(a) EstaBuisumeNt oF Boarp.—There is hereby established an
advisory board to be known as the Presidential Election Campai
Fund Advisory Board (hereinafter in this section referred to as the
‘Board’). It shall be the duty and function of the Board to counsel and
assist the Comptroller General of the United States in the perform-
ance of the duties and functions imposed on him under the Presiden-
tial Election Campaign Fund Act.
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“(b) Composition oF Boarp.—The Board shall be composed of the
following members :

“(1) the majority leader and minoritlx{leader of the Senate and
the Sﬁrleaker and minority leader of the House of Representatives,
who shall serve ex officio;

“(2) two members representing each political party which is a
major party (as defined in section 9002 (6) ), which members shall
be appointed by the Comptroller General from recommendations
submitted by such political party ; and

“(3) three members representing the general public, which
members shall be selected by the members deseribed in paragraphs
(1) and (2).

The terms of the first members of the Board described in paragraphs
(2) and (3} shall expire on the sixtieth day after the date of the first
presidential election following January 1, 1973, and the terms of sub-
sequent members described in paragraphs (2) and (3) shall begin on
the sixty-first day after the date of a presidential election and expire
on the sixtieth day following the date of the subsequent presidential
election. The Board shall elect a Chairman from its members.

“(e) CompensaTion.—Members of the Board (other than members
deseribed in subsection (b) (1) shall receive compensation at the rate
of $75 a day for each day they are engaged in performing duties and
functions as such members, including traveltime, and, while away
from their homes or regular places of business, shall be allowed travel
expenses, including ]]:;er diem in lien of subsistence, as authorized by
law for persons in the Government service employed intermittently.

“(d) Srarus.—Service by an individual as a member of the Board
shall not, for purposes of any other law of the United States be con-
sidered as service as an officer or employee of the United States.”

SEC. 802. MISCELLANEOUS AMENDMENTS.

(a) Desigyation or Income Tax PAymMeENTs T0 PRESIDENTIAL
Errcrion CampaieNn Funp.—Effective with respect to taxable years
ending on or after December 31, 1972, section 6096(a) (relating to
designation of income tax payments to the presidential election cam-
paign fund) is amended to read as follows:

“(a) In GeneraL.—Every individual (other than a nonresident
alien) whose income tax liability for any taxable year is $1 or more
may designate that $1 shall be paid over to the Presidential Election
Campaign Fund for the account of the candidates of any specified
political party for President and Vice President of the United States,
or if no specific account is designated by such individual, for a general
account for all candidates for election to the offices of President and
Vice President of the United States, in accordance with the provisions
of section 9006(a) (1). In the case of a joint return of husband and
wife having an income tax liability of $2 or more, each spouse may
designate that $1 shall be paid to any such account in the fund.”

(b) Rerearn oF CErTAIN PROVISIONS.—

(1) Sections 303, 304, and 305 of the Presidential Election Cam-
paign Fund Act of 1966 (80 Stat. 1587) are repealed.

(2) The enactment of subtitle H of the Internal Revenue Code
of 1954 by section 801 of this Act is intended to comply with the
provisions of section 5 (relating to the Presidential Election Cam-
paign Fund Act of 1966) of the Act entitled “An Act to restore
the investment credit and allowance of accelerated depreciation
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in the case of certain real property”, approved June 13, 1967

(Public Law 90-26, 81 Stat. 58). Tga provisions of section 6096

of the Internal Revenue Code of 1954, together with the amend-

ments of such section made by subsection (a), shall be applicable

only to taxable years ending on or after December 31, 1972,
Approved December 10, 1971.

Public Law 92-179
AN ACT

To extend the period within which the President may transmit to the Congress
plans for the reorganization of agencies of the executive branch of the Govern-
ment, and for other purposes,

Be it enacted by the Senate and House of Representatives of the
United States o [U.Anww?ca in Congress assembled, That (a) section
901 (a) of title 5, United States Code, is amended to read as follows:

“(a) The Congress declares that it is the policy of the United
States—

“(1) to promote better execution of the laws, more effective
management of the executive branch and of its agencies and
functions, and expeditious administration of the public business;

“(2) to reduce expenditures and promote economy to the fullest
extent consistent with the efficient operation of the Government;

“(3) to increase the efliciency of the operations of the Govern-
ment to the fullest extent practicable ;

“(4) to group, coordinate, and consolidate agencies and func-
tions of the Government, as nearly as may be, according to major
purposes;

“(5) to reduce the number of agencies by consolidating those
having similar functions under a single head, and to abolish such
agencies or functions as may not be necessary for the efficient con-
duct of the Government ; and

“(6) to eliminate overlapping and duplication of ¢ffort.”

(b) Section 901 of such title is amended by adding at the end thereof
the following new subsection :

“(c) The President shall from time to time examine the organization
of all agencies and shall determine what changes in such organization
are necessary to carry out any policy set forth in subsection (a) of this
section.’

Sec. 2. (a) Section 903 (a) of title 5, United States Code, is amended
to read as follows: :

“(a) Whenever the President, after investigation, finds that changes
in the organization of agencies are necessary to carry out any policy set
forth in section 901 (a) of this title, he shall prepare a reorganization
plan specifying the reorganizations he finds are necessary. Any plan
may provide for—

“(1) the transfer of the whole or a part of an agency, or of the
whole or a part of the functions thereof, to the jurisdiction and
control of another agency ;

“(2) the abolition of all or a part of the functions of an agency;

%(3) the consolidation or coordination of the whole or a part of
an agency, or of the whole or a part of the functions thereof, with
the whole or a part of another agency or the functions thereof;

“(4) the consolidation or coordination of a part of an agency
or the functions thereof with another part of the same agency or
the functions thereof ;

“(5) the authorization of an officer to delegate any of his func-
tions; or
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