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THE WHITE HOUSE

WASHINGTON

May 26, 1976

MEMORANDUM FOR ECONOMIC POLICY BOARD
EXECUTIVE COMMITTEE MEMBERS

FROM: WILLIAM F. GOROG \)_)(G

SUBJECT: . Comprehensive Job Creation and Non-Inflationary
Growth Act of 1976

Attached for your review are the following materials scheduled for
EPB consideration this Friday:

o Summary of the bill
o Draft text of the bill
The purpose of the bill is to pull together existing Administration

initiatives related to job creation to serve as a rallying point for

Congressional opponents of the Humphrey-Hawkins bill. Although we
plan no formal introduction of the bill, we will want to give it high

priority in future speeches, press releases, testimony, etc.

Attachments
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The Comprehensive Job Creation and Hon-Inflationary
Growth Act of 1976

Sunmary of Provisions

Sec. 1. Title
Sec. 2, General Findings

Title 1: General Economic Policy

Sec. 100: Purpose

It is the purpose of this title to ensure sustained growth
in the aggregate economy and provide for the continued expansion of

{ productive jobs by the establishment of macroeconomic policies to
“v' strengthen consuner demand and erncouragze business investment. It

is recognized by the Congress that overall economic conditions
conducive to the creation of jobs are dependent on three primary
factors: the sustained confidence in the econony by the consumer,
the favorable outlook for reasonable returns for the investor

and the adoption of prudent fiscal and monetary policies by the
government.

Sec. 101-110: To provide for individual income tax reductions and
" the sinplification of the Federal tax law to ensure
continued growth in consumer demand:

A. Apmend the Internal Revenue Code to increase the
personal exemption from $750 to $1000.

B. Amend the Internal Revenue Code to substitute a
single standard deduction of $2,500 for married
couples filing jointly and $1,800 for single tax
payers replacing the existing low income allowance
and percentage standard deduction.

C. Amend the Internal Revenue Code to provide for a
reduction in individual income tax rates,

Sec., 111-128: To ensure the continued growth in capital formation
necessary to provide good jobs and increased productivity so
as to ensure increased standards of living for U.S. citizens:

A, Anmend the Internal Revenue Code to provide for a
permanent 10% investment tax credit.

B. Amend the Internal Revenue Code to provide for a
reduction in maximum corporate income tax rates
from 48% to 46%, and to make permanent the current
temporary tax cuts on the first $50,000 of cor-
porate incone. - S §0Rp

(> %

Q

~
-
[~

©

W
[}



Sec.

Sec.

129-133:
of a

Amend the Internal Revenue Code to provide for a
permanent 127 investment tax credit for electric
utilities, permit immediate tax credits on progress
payments for construction, and extend the five year
amortization provision for pollution control facilities.

Amend the Internal Revenue Code to encourage broadened
stock ownership by low and middle income working
Americans by allowing deferral of taxes on certain
funds invested in common stocks.

Direct the Secretary of the Treasury to prepare a
legislative proposal for amending the Internal
Revenue Act to provide for the integration of the’
corporate and individual income tax.

(12 sections) To provide for expanded investment in
small businesses so as to insure continued growth
and creation of additional jobs.

A. (Sections 1-3)
Amend the Small Business Act and the Small
Business . Investment -Act to raise the ceiling
on certain SBA loan programs.

B. (Section 4)

- Amend the Small Business Investment Act
to provide additional loan authority and
an extension of loan term for State and
Local Development Companies.

C. (Sections 5-7)
Amend the Small Business Investment Act to
provide increased opportunity and SBA financial
assistance for small business through privately
owned small business investment companies.

D. (Sections 7-12)
Amend the Small Business Act and the Small
Business Investment Act to provide increased
authorization ceilings for the Business Loan
and Investment Fund and selected agency pro—
grams.

To make it easier to continue the family ownership

small business or farm: g

A. Amend the Internal Revenue Code to stretch out
the estate tax payment period, allowing a five
year moratorium and 20 years for full payment at,//’“*“
a 4 percent interest rate.
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Sec.

1343

B. Amend the Internal Revenue Code to increase the
personal exemption allowance for estate tax pur-
poses from $60,000 to $150,000.

C. Amend the Internal Revenue Code to permit un-—
limited marital deductions.

To ensure continuation of prudent fiscal policies
conducive to noninflationary growth and the attain-
ment of a balanced budget by fiscal year 1979, adopt
a spending ceiling on Federal outlays of $395 billion
for fiscal year 1977.
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Title 2: Countercyclical Policy

It is the purpose of this title to provide for the
mitigation of short-run cyclical unemployment. This title recognizes
the need to continue to deal with the immediate problem of cyclical
unenployment and to develop and strengthen the mechanism to deal
with the possibility of such unemployment in the event of future
econonic cycles.

Section 1: In addition to the emergency measures undertaken to
combat hardships caused by the 1974-1975 recession, this
section seeks to reform and strengthen certain aspects
of the unemployment insurance system. Primarily these
reforms are intended to strengthen the financial integrity
of the system which has béen severely undermined by the
combination of an unrealistically low wage base and
tax rate and the severity of the recession.

A, Amend the Employment Security Act to gtrengthen
the financing of the unemployment insurance systen.

B. Amend the Employment Security Act to expand the
coverage of the unemployment insurance system
to farm workers, certain public employees and others.

C. Establish a national study commission to examine
thoroughly the unemployment insurance system and
its impact on the economy and make recommendations
to the President and the Congress on further
reforms.,

Section 2: Amend the Internal Revenue Code to provide for accelerated
depreciation for plant construction and equipment in
areas with wnemployment in excess of 7%7. Buildings will
be amortized over a period equal to one-half their useful
life while capital equipment put in place in such new
or expanded facilities would be amortized over five years.

Section 3: Direct the Secretary of Labor to develop a series of evaluations
of existing counter~cyclical programs to assess their effective-
ness, cost and speed of implementation so as to provide
for a nore effective response to cyclical fluctuations
in the future. Such experiments should include, but
not be limited to, the effectiveness of public service
employment, public works programs, training and retraining
prograns and employment tax credit measures.
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Title 3: Long Term and Structural Unemployment Remedies

It is the purpose of this title to develop a concentrated
policy response to those individuals suffering long term or struct-
ural unemployment. This title also seeks to ensure that present
policies directed at achieving a smooth transition from school to
work are meeting their objectives.

Little progress can be made in achieving a better trade
off between unenployment and inflation without attacking the
specific causes underlying long term or structural unemployment.
It is recognized that attempts to use aggregate economic policy
measures to deal with such problems only leads to overstimulation

of the economy resulting in inflation and disruptive business
cycles.

Section l: Direct the Secretary of Labor to ensure that Labor
Department programs more effectively address the problems
of long term unemployment and of structural‘unemployment
stenning from the transition from school to work.

A, Direct the Secretary of Labor to ensure that
Title 1 CETA assistance to State and local govern-
nents for institutional and on the job training,
work experience, vocational education, job place-
ment services and transitional public service employ-
ment for the ctonomically disadvantaged unemployed
and underemployed persons is addressing the problem

of long term unemployment and the transition from
school to work.

B. Direct the Secretary of Labor to ensure that the
CETA natiomal training programs for criminal
offenders, Indians, migrants and the severely
disadvantaged youths through Job Corps is address-
ing the problems of long term unemployment and
the transition from school to work.

C. Provide for the continuation of CETA Title 2, State
and local public service employment programs in
areas of high unemployment.

D. Provide for continuation of CETA summer youth
programs providing jobs for the economically
disadvantaged youth population.

E, Redirect temporary employment assistance for
public jobs in arecas of substantizl unemployment
to primarily assist those persons suffering long -~ soan
term unemployment or who have exhausted their L ¢
uneaployment insurance benefits, — .
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Section 2: Authorize through the Supplemental Community Develop-
ment Act block grants to States and cities and counties
with unemployment above 87 earmarking 75% for metro-
politan cities and urban counties.

Section 3: Direct the Secretary of Commerce to cnsure that the
Department’s programs are aimed at expanding job opport-
unities in areas suffering industrial blight or persistant
unemployment.

A, Ensure the effective targetting of EDA public
works programs providing grants and loans to
build or rebuild and expand public facilities in
economically depressed areas to attract private
business,

B. Ensure that the EDA business loan program providing
for direct loans for plant and equipment, working
capital loan guarantees and direct working capital
loans effectively supports efforts at revitalizing
economically depressed areas or areas suffering
industrial blight.

C. Ensure a continuation of EDA technical assistance
for funding, training, planning and managecment
assistance activities in the support of programs
directed at revitalizing economically depressed
areas or areas suffering industrial blight.

Title 4: Efficiency of Labor Markets

It is the purpose of this title to promote increased
efficiency in labor markets by providing improved information and
assistance in developing job opportunities. This will serve to
reduce frictional unemployment in the labor force and provide for

a snoother transition from school to work or from inactive to active
participation in the labor force.

Section 1: Direct the Secretary of Labor to improve the computer
job natching system in order to focus its operation
more effectively on local job markets and to provide
information for those seeking employment opportunities
in non-local labor markets.

Section 2: Provide for continued experimentation in relocation
assistance and develop programs for implementing such
assistance on a larger scale where apprepriate.
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Section 3: Direct the Secretary of Labor to improve the dis-

Title 5:

Title 6:

semination of information on projected labor market
demand and job opportunities particularly for new
entrants into the labor market and those retraining for
alternative employment opportunities,

A. Seek through CETA programs and other mechanisms
greater comnunication and cooperation among
employer groups and training activities to provide
improved information on shifting demand patterns

in labor markets, both geographically and in
industry sectors.

Reform of Government Regulatory Functions (omitted from

earlier drafts)

Policy Coordination (involving role of EPB; omitted

from earlier drafts)



A BILL

To prévide for a comprehensive approach'to the problems
of job creation through complementary policies which encourage
.' mw, L3 ’,e-%‘i ) - - > i
sustained non-inflationary growth leading to pew job opportunities
bord. ULLEA ¢3hju§¢&4 *?T—*jgﬁﬁhéggr“ﬁ 4“4“(454tﬂaé
for the growing American labor force, to focus government activi-
: A A
tieg~oh the unique characteristics of cyclical and structural

unemployment, and to assure coordinatggleof government policies

A
~for achieveﬁqggﬁd. these.goals.

SECTION 1. SHORT TITLE.
(a)SﬁORT TITLE.-This Act may be cited as the "Comprehensive
Job Creation and Non-Inflationary Growth Act of 1976."
SECTION 2. GENERAL FINDINGS ' |
(a) INiGENERAL.-—The Conéresg findé that the Nation has
recently sufféred substantial unemployment and underdevelopment
concurrent with significant increases in the rate of iﬁflation.
While both unemployment and inflation :étes have been reduced
significantly over recent months, continuing high levels still
impose numerous economic and social costs occasioned by reduced
levels of national economic growth. Such costs include the
following: " :
(1) The Nation is deprived of the full supply
-of goods and services, the full utilization of labor
and capital resources, and-the related increase in in-
dividual income and well-being that would exist undef

conditions of genuine full employment.

(2) Insufficient production is available to meet |-

pressing national priorities.
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(4)

4 : . | ' &
Workers are deprived of job securi.ty, skill development,
and productivity necessary to mainfain and advance their
standards of living.,..

Business and indusfry are deprived of the production, saies,
cé.pital flow, and productivity neéessa ry to maintain

adequate profits, create jobs, and contribute to meeting

societies' economic needs,
'

(b) JOBS CREATION. --The Congress further finds:

(1)

(2)

Profriding meaningful, productive jobs for every American
who seeks work in the context of a growing non-inflationary
economy is a great goal towards which all Americans

strive. Creating such'p.roductive jobs to absorb our

" continually expanding labor force, however, is a complex

and challenging task. It involves harnessing the ingenuity

and the vast economic resources of this country so as to

provide meaningful and productive employment opportunities

for all our citizens,
The cornerstone of such an effort must be the maintenance

of sustained real growth in the aggrc;gate economy soO as ;r":a

o
to continue providing job opportunities for new entrants \‘:.},

into the labor force or those returning to the labor market,

- particularly our young workers and the increasing number

of women seeking jobs., In the short term and of most

immediate concern arc those members of the labor force
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3
who are either unemployed or underemployed as a result
of the recent business cycle.

It is also necessary to deal with the more pervasive and

long-term problems of structural unemployment --

A. The primary difficulty in dealing with such
unemployment is that the causes are numerous and highly
differentiated. Pockets of geographic unemployment,
industry dislocation due to changing patterns of domestic
and international demand, and lack of capital to overcome plant
obsolescence which may in part be due to such factors as

sharply increased energy costs or safety or environmental

regulations are but a2 handful of examples which have been

given as the causes of structural unemployment.

B. We must recognize that where such structural factors
are present, excessive stimulation of the aggregate economy
will do little to reduce unemployment and will only lead to
inflation. Thus, a clear understanding of the underlying
reasons for unemployment are necéssary if useful policy

actions are to be taken.

C. In terms of reducing such pervasive unemployment

due to structural factors, the only.lasting solution is in

creating jobs that are productive and serve the legitimate



needs of society. Creating make-work jobs whether within
the government or the private sector will not fuhdamentaily
solve the problem. Such mc;ke -work jobs only add to

inflation in that real wages are being paid for non-productive
lwo’rk. Neither do subsidies provide a lasting solution b.ecé,usc
in those cases where the recipient is willing and able to

work they represent a tragic waste of human resources and

inflationary lost output.

D. In the past it has been tempting to deal with such

structural and cyclical unemployment through the expansion

~ .

of jobs in the public sector. While there is a legitimate

demand for govermneqt services, such as the services of

teachers, firemen, policemen, etc.,the vast bulk of the goods
- and services demanded by our citizens are produced by the

private sector, Thus, any realisﬁc solution to the problem

must rest in energizing the private sector so as to provide

" meaningful productive jobs in the economy.

(¢) CAPITAL FORMATION.--The Congress further finds:

[ sanad

(1) To provide jobs for those presently out of work and for
those who will be entering the labor force in the years ahead
more capital investment is essential, Capital formation,

through tax incentives and other methods, is one of the.
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5.
pl"imary- ways to create productive, tax gencrating, and
long-term joBs in an cnvirt;r_lment {ree from inflation. .Un].css
investment in factories and rpachines is substantiially larger
than it has been in the past, it will not be p.ossible for the
economy to provide jobs for all who are able and willing to
work. We must not conc}em.n our fellow citizens to
unemployment because the modern tools needed t§ corr;tpete
in world markets are'. lacking. Consequently, the stimulation
of capital formation deserves the highest priority as the
necessary means to provide full emplo‘y;nent.

Policies to provide for the'investment required must focus
on insuring an adequate flow of available savings and on
providing sufficient investment incentives. Unless go'vernment
spending is restrained and the I*:‘ederal deficit is quickly
reduced as the recovery proceeds, the ﬂ.ow of savings into
prﬁductive investment may threaten to become too small a.xnd
the recovery could stall before full employment is reached..
Investment incentives, however, have been reduced in recent
years by hiéh inflation and econonf.xic instability, by changing
environmental and éafcty'regulations, and by government
policies favoring consumption. Actions in the tax area are

necessary to remove the bias against job-producing investment

" 508
. F0R,
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and to insure that private investment incentives are restored,
Over the long run tax incentives that increase the inducement

to invest will more than repay themseclves in terms of

e .m B

increased economic growth and the creation of new jobs.

(d) PRICE STABILITY.--The Congress further finds of
equal importance to job generation is the creation of a stable
environment with more steady national economic policies. Price
stability and a stable economy are prerequisites to attaining
the goal of lasting full employment. Consistency of policy will
permit employers to invest in an atmosphere of"confidence about
the future direction of government monetary and.fiscal actions.
Attempts to achieve our ultimate goals by crash programs of.
_inc?eased deficit financing and excessive money creation assure
only the continuation of roller coaster economics--boom followed
by recession, inflation followed by more unemployment later.

Steadier policies are a prerequisite to the reattainment of

stable honinflationary growth.

< -



TITLE I -- GENERAL ECONOMIC POLICY

Sec. 100. PURPOSE

It is the purpose of this title to ensure sustained
growth in the aggregate economy and provideyfor the continued
expansion of productive jobs by the establishment of macro-
economic policies to strengthen consumer demand and encourage
business investment. It is recognized by the Congress that
overall economic conditions conducive to the creation of jobs
are dependent on three primary factors: the §ustaine&
confidence in the economy by the consumer, the favorable
outlook for reasonable returns. for the investor and the
adoption of prudent fiscal and monetary policies by the
government.
Sec. 101. AMENDMENT OF 1954 CODE.

Except as otherwise expressly provided, whenever in
this amendment or repeal is expressed in terms of an amendment
to, or repeal of, a section or other provision, the reference
shall be considered to be made to a section or other provision

of the Internal Revenue Code of 1954.
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SUBTITLE A -- INDIVIDUAL INcoME TAX REDUCTIONS AND TAX
IMPLIFICATION

Sec. 102. INCREASE IN PERSONAL EXEMPTION.
({1) IN GENERAL. — Subsections (b), (c), (d), and (e) of section
151 (relating to allowance of deductions for personal exemptions) are
amended to read as follows:
"(b) TAXPAYER AND SPOUSE. -- An exemption of $1, 000 for
the taxpayer; and an additional exemption of $1, 000 for the spouse of
the taxpayer if a joint return is not made by the taxpayer and his spouse,

and if the spouse, for the calendar year in which the taxable year of

_ the taxpayer begins, has no gross income and is not the dependent of

another taxpayer.
"(c) ADDITIONAL EXEMPTION FOR TAXPAYER OR SPOUSE
AGED 65 OR MORE., -- ' -
(1) FOR TAXPAYER. -- An additional exemption of $1, 000
for the taxpayer if he has attained the age of 65 before the close
of his taxable year.
"(2) FOR SPOUSE, -~ An additional exemptioﬁ of $1, 000
for the spouse of the taxpayer if a joint return i'.s not made by
the taxpayer and his spouse, and if the sbouse has attained the age
of 65 before the close of such taxable year, and, for the calendar
year in which the taxable year of the taxpayer begins, has no gross

income and is not the dependent of another taxpayer.
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"(d) ADDITIONAL EXEMPTION FOR BLINDNESS OF TAXPAYER
OR SPOUSE. -- , |

"(1) FOR TAXPAYER. A An additional exemption of $1, 000
for the taxpayer if he is blind at the close of his taxéble year.,

"(2) FOR SPOUSE, -- An additional exemption of $1, 000 for
ithe spouse (')f the taxpayer if a separate return is made by the tax-
payer, and if the spouse is blind and, for the calendar year in which
the taxable year of the taxpayer begins, has no gross income and
is not the dependent of another taxpayer. Jfor purposes of this
paragraph, the determination of whether the spouse is blind shall
be made as of the close of the taxable year of the taxpayer; except
that if the .spouse dies during éﬁcﬁ texable year such determination
shall be made as of the time of such death.

"(3) BLINDNESS DEFINED. -~ For purposes of this subseclion,
an individual ié blind only.if his central visual acuity does not exceed
'20/200 in the better eye with correcting lenses, or if his visual
acuity is greater than 20/200 but is accompanied by a limitation in
the fields of vision such that the widest diameter of the visual field
subiends an angle no greater than 20 degrees.

"(¢) ADDITIONAL EXEMPTION FOR DEPEN‘DENTS. - )

"(1) IN GENERAL, -- An exemption of $1, 000 for each dependent

(as defined in section 152) -~
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e LR _"* "(A) whose gross income for the calendar year in which
the taxable year of the taxpayer begins is less than $1, 000, or
"(B) who is 'a chilgd of the taxpayer and who (i) has not
atftained tlhic age of 19 at the close of the calendar year in which
the taxable year of the taxpayer begins, or (ii) is a student.

'"(2) EXEMPTION DENIED IN CASE OF éERTAIN MARRIED
DEPLENDENTS. -- No exemption shall be allowed under this
subsection for any dependent who has made a joint return with his
spouse under section 6013 for the taxable year beginning in the
calendar year in which the taxable year of the taxpayer begins.

"(3) CHILD DEFINED. ne Fo purposes of paragraph (1}(B),
the term 'chi':ld‘ means an individual who (within the meaning of
section-152) is a son, stepson; daughter, or stepdaughter of the
taxpéye?. ’

"(4) STUDENT AND EDUCATIONAL INSTITUTION DEFINED. --
For purposcs of paragraph (1)(B)(ii), the term 'student' means an
individu-al who during each of 5 calendar months during the calendar
year in which the taxable year of the taxpayer be—gins o

"(A) is a full-time student at an educational institutional;
or
"(B) is pursuing a full-time course of institutional on-farm

training under the supervision of an accredited agent of an educa-

tional institution or of a Stale or political subdivision of a State.
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-“For purposes of this paragraph, the term 'educational institution'
-~.\ - 3 . . . . . »
mean§ only an education institution which normally maintains a

Y

el

regular faculty and curriculum and normally has a regularly
organized body of students in attendance at the place where its

educational activities are carried.on.".

(b) EXCEPTION.“Not\{v'ithstand-ing the provisions of subsection
(a) of this seclion, for taxable years ending after December 31, 1975
and before January 1, 1977, the amount of "'$875" shall be substituted
for the amount of '$1, 000" whenever it appears in the amendments
made by such subsection,

(c) TECHNICAL AND CONFORAIING AMENDMENT, = Section
6013(b)(3)(a) (relating to assessment and collection in case of certain
returns of husband an& wife) is amended by striking out. "$750" each
place it appears and inserting in lieu thercof "'$1000"; and by siriking

. out "$1500" cach place it occurs and inserting in licu thereof "$2000",
Notwithstanding the previous sentence, for taxable years ending after
December 31, 1975 and before January 1, 1977, the amount of "$875"
shall be substituted for "$1000" each place it occurs in the amendments
made by such sentence- and the amount of ''$1750" shall be subsﬁtuted

for ""$2000" each place it occurs in the amendments made by such sentence.
Sec. 103, STANDARD DEDUCTION.

(a) INCREASE., — Subsections (b) and (c) of scction 141 (relating to
standard deduction) are amended to read as follows:

"(b) PERCENTAGE STANDARD DXDUCTION, -- The percentage

e

SEat gy T . F0R™N

standard deduction is an amount cqual to 16 percent of adjusted grosgs: i
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e incom@-but not to exceed ~-

(1) $2, 650 in the case of -~
"(A) a joint return under scction 6013, or
: "(B) a surviving spousc (as defined in section 2(a)),
"(2) $2,100 in the case of an individual who is not married
and who is not a Surviving.spouse‘(as so defined), or
M(3) 81, 325 in the case of a married individual filing
a separate return,"
"(¢) LOW INCOME ALLOWANCE -- The low income allowance
ig ==
"(1) $2, 300 in the case of -~ .
"(A) a joint return under section 6013, or
" '"(B) a surviving spoﬁsc (as defined in section 2(a)),
1(2) 81, 750 in the case of an individual who is not married ‘
and who is not a surviving spousec {das so defined), or
"'(3) $1150 in the case of a married individual filing a
separat‘e return'’,
(b) PERMANENT INCREASE, — Not\vithstandin;g the provisions
of subsection (a) of this scction, section 141 is amended to read as

follows for taxable years ending after December 31, 1976:
SEC, 141, STANDARD DEDUCTION.

"(a) STANDARD DEDUCTION. -- The standard deduction referred
to in this title shall be $2, 500 for a joint return under section 6013 or a

surviving spousc (as defined in section 2(A)), $1,_800 in the case of

f0Ry
A : , ; ! - ; N\
an individual who is not married and who is not a surviving spouse g @Y
- - ':' ;l
(as so defined), and $1, 250 in the casce of a marricd individual filing \-\-"& i
h ’

a scparaie return,
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"(l;) LIMITATIONS IN CASE OF CERTA IN DEPENDENT
TAXPAYERS. -- In the case of a taxpayer with respect to whom a
deduction under scetion 151(e) is allowable to another taxpayer for
the taxable ycar, the standard deduction shall not exceed his carncd
income for the taxable year.'.

(c) CHANGE IN FILING REGUIREMENTS TO REFLECT
CIANGE IN STANDARD DEDUCTION, -- Paragraph (1) of section 6032
(2) (relating to persons required to make r‘emrns of income) is amended
to read as follows: :

"(1)(A) Every individual having for the taxable year a gross
income of $1, 000 or more, exée'pt that a return shall not be required
of an individual (other than an individual to whom section 141{e) applies
or an individual to whom section 142(b) refers) --

(i) who is not married (determined by applying section
143), is not a surviving spouse (as defined in section 2(a)), and
for the taxable year has a gross income of less than $2, 800,

"(ii) who is a surviving spouse (as so defincd) and for the
taxable year has a gross income of less than $3, 500,

"(iii) who is a married (as defined in section 143) individual
filing a separate return and for the taxable year has a gross
income of less than $2250, or *

» "(iv) who is entitled to make a joint rett‘lrn under section

6013 and whose gross income, when combined with the gross

income of his spouse is, for the taxable' year, less than $4, 500

but oniy if such individual and his spouse,‘ at the close of the

taxable ycar, had the same household as their home.

o) ; Q\'YORJ‘(}\\

«
; 2)
2/
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Clause (iii) shall not apply if for the taxable ycar sucﬁ spousc
makes a separale return or any other taxpayer is entitled to an
exemption for such spouse under section 151(e).

'"(B) The amount specified in clause (i) or (ii) of subpara-
graph (A) shall be incrcased by $1, 000 in the caée of an individual
entitled to an additional personal exemption under section 151(c)(1),
and the amount specified in cluase (iii) of subparagraph (A) shall
be increased by $1, 000 for each additional personal exemption {o
which the individual or his spouse is entitled under section 151(c)".

"(C) Notwithstanding the }érovisions of subparagraphs (A) and
(B) of t_his paragraph, the following amounts shall be sub-
stituted .f'or the amounts set fdrth' in those subparagraphs for taxgble
years ending after December 31, 1975 and before JAan.uary 1, 1976 -~

- "(1) "'$875" for "$1, 000" in subparagraphs (A) and (B),

"(ii) $2, 975 for $2, 800 in subparagraph (AN)i),

"(iii) 83, 525 for $3, 500 in subparagraph (A)(ii),

"(iv) $2, 200 for $2, 250 in subparagraph ZA)(iii), and
"(v) $4, 400 for $4, 500 in subparagraph (A)iv)."
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(d) CONFORMING AMENDAIENT, ~- Section 3402(m)(1) (relating

1o withholding allowauces based on itemized deductions) is amended to

read as follows.
(1) General Rule., -- An emi;loyee shall be ecuntitled to withholding
allowangces under this subsection with respect to a payment of wages
in .a number equal to the number d(.atermined by dividing by $1, 000
the excess of -~
"(A) his estimated itemized deductions, or
"(B) an amount equal 1o $2, 500 ($1, 800 in the case of an
individual who is not married (within the meaning of section
‘143) and who is not a éurvivir;g spouse (as defined in section
2(a)) and $1, 250 in the case of a married (as defined in section

' 143) individual filing a separate return, "’

SEC. 104, PERMANENT REDUCTION IN INDIVIDUAL INCOME TAXES.

> (]

Section 1 (relating to tax imposed) is amended to read as follows:

“SECTION 1. TAX IMPOSED.

-

"(a) (1) MARRIED INDIVIDUALS FILING JOINT RETURNS AND
SURVIVING SPOUSE. ~-- Except as provided in paragraph (2) of this

subsection, there is hereby imposed on the taxable income of -~




- - =

"{A) every married individual (‘as defined in seciion 143) who
makes a single return jointly with his spouse under section 6013,
and

'"(B) every surviving spouse (as defined in section 2(a)),

a tax determined in accordance with the following table:

"If the amount of taxable income is: The tax is:
Over 0 butl not over $§1, 000 0 plus 12% of excess over SO,
Over $1, 000 but not over $2, 000 $120, plus 14% of excess over $1, 000,
Over $2, 000 but not over $4, 000 $260, plus la% of excess over $2, 000,
Over $4, 000 but not over $6, 000 $560, plus 16% of excess over S4, 000,
Over $6, 000 but not over $8, 000 $880, plus 17% of excess over $6, 000,
Over $8, 000 but not over $10, 000. $1, 220, plus 21 ”/o of excess over £8, 000,
Over $10, 000 but not over $12, 000 $1, 640, plus 22% of excess over $10, 000,
Over $12, 000 but not over $16, 000 $2, 080, plus 20% of excess over $12, 000.
Over $16, 000 but not over $20, 000 $3, 080, plus 29% of excess over S16, 000,
Over $20, 000 but not over $24, 000 %4, 240, plus 34% of excess over £20, 000,
Over $24, 000 but not over $28, 000 $5, 600, plus 36% of excess over $24, 000.
Over $28, 000 but' not over $§32, 000 $7, 040, plus 39% of excess over $28,000.
Over $32, 000 but not over $36, 000 - $8,600, plus 42% of excess over $32, 000,
Over $36, 000 but not over 840, 000 $10, 280, plus 45% of excess over $36, 000,
Over $40, 000 butl not over $44, 000 $12, 080, plus 48% of excess over $40, 000,
Over $44, 000 but not over $52, 000 $14, 000, plus 50% of excess over $44, 000,
Over 302, 000 but not over $64, 000 $18, 000, plus 53% of excess over $52, 000,
Over $64, 000 but not over $76, 000 $24,360, plus 55% of excess over 864, 000,
Over $76, 000 but not over $88, 000 - $30, 960, plus 58% of excess over $76, 600,
Over 388, 000 but not over $100, 000 $37, 920, plus GO% of excess over $S88, 000,
Over $100, 000 but not over $120, 000 *©  $45,120, plus 62% of excess over $100, 000,
Over $120, 000 but not over $140, 000 $57, 520, plus 64% of excess over $120, 000,
Over $140, 000 but not over $160, 000 $70,320, plus 66% of excess over 8140, 000,
Over $160, 000 but not over $§180, 000 $83,520, plus 68% of excess over $160, 000,
Over $180, 000 but not over $200, 000 $97,120, plus 69% of excess over $110, 0C0.
Over $200, 000 $110, 920, plus 70% of excess over

: $200 000,
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- '"(2) For taxable ycars ending after December 31, 1975 and before

January 1, 1977, the tax imposecd by this subsection shall be determined

in accordance with the following table:

"If the amount of taxable income is:
Over 0 but not over $1, 000
Over $1, 000 but not over $2, 000
Over $2, 000 but not over $3, 000
Over $3, 000 but not over $4, 000
Over $4, 000 but not over $6, 000
Over $6, 000 but not over $8, 000
Over $8, 000 but not over $10, 000
Over $10, 000 but not over $12, 000
Over $12, 000 but not over $16, 000
Over $16, 000 but notl over $20, 000
Over $20, 000 but not over $24, 000
Over $24, 000 but not over $28, 000
Over $28, 600 but not over ‘%3? 000
Over $32, 000 hut not over $36, 000
Over $36, 000 but not over <40 000
Over $40, 000 bul not over $44, 000
Over $44, 000 buf not over $52, 000
Over $52, 000 but not over $64, C00
Over $64, 000 but not over $76, 000
Over $76, 000 but not over $88, 000
Over $88, 000 but not over $100, 000
Over $100, 000 but not over $120, 000
Over $120, 000 hut not over $140, 000
Over $140, 000 bul not over $160, 060
Over $160, 000 but not over $180, 000
Over $180, 000 but not over $200, 000
Over $200, 000 but not over $

The tax is:

0 plus 13, 0% 01" excess over $0. .
$130, plus 14, 5% of excess over "51 000,
$275, plus 15. 5% of excess over $2, 000,
$430, plus 16. 0% of excess over $3, 000,
$590, plus 17. 5% of excess over $4, 000,
$940, plus 18. 0% of excess over $6, 000.
$1,300, plus 21, 5% of excess over $8, GO,
$1, 730, plus 22. 0%of excess over $10, (7
$2,170, plus 25.0%of excess over $12, 00!
$3,170, plus 28.5%of excess over S16, 077
$4,310, plus 33.0%of excess over $20, 00°

- $5,630, plus 36. ()%of excess over ‘321, 0oL .

$7, 070, plus 39. 0% of excess over $28, 02"
$8,630, plus 42, 8% of excess over $32, C'(;f‘.
$10,310, plus 45. 0% of excess over 836,
$12,110, plus 48. 0% of eyccsq over $40, ﬁ
$14, 030, plus 50. 0% of excess over 844, <F
$18, 030, plus 53. 0% of excess over 832, (
$24,390, plus 55. 0% of excess over $6<,(
$30, 920, plus 58. 0% of .excess over 875,
$37, 950, plus 60. 0% of exccss over 888, [
$45, 150, plus 62, 0% of excess over $100,
$57, 550, plus 64.0% of excess over $120, |
870,350, plus 66.0% of excess over 3140,
$83, 550, plus 68. 0% of excess over S160,
897,150, plus 69. 0% of excess over S180, !
$110, 850, plus 70. 0% of excess over $2CJ,




"(hb)(1) HEADS OF HOUSEHOLDS. -~ Except as provided in

paragraph (2) of this subseciion there is hercby imposed on

the taxable income of every individual who is the head of a household

(as defined in section 2(b)) a tax determined in accordance with the

following table:

"If the amount of taxable income is:
Over 0 but not over $1, 000
Over $1, 000 bui not over $2, 000
Over $2, 000 but not over $4, 000
Over $4, 000 but not over $6, 000
Over $6, 000 but not over $8, 000
Over $8, 000 but not over $10, 000
Over 510, 000 but not over $12, 000
Over $12, 000 but not over $14, 000
Over $14, 000 but not over $16, 000
Over $16, 000 but not over $18, 000
Over 818, 000 but not over $20, 000
Over $20, 000but not over $22, 000
Over $22, 000 but not over 524, 000
Over $24, 000 but not over $25, 000
Over $286, 000 but not over $28, 000
Over $28, 000 but not. over 832, 000+
Over $32, 000but not over £36, 000
Over $36, 000but not over $40, 000

- Over $40, 000 but not over $50, 000
Over $50, 000 but not over $60, 000
Over $60, 000 but not over $70, 000
Over $70, 000 but not over $80, 000
Over $80, 000 but not over $90, 000
Over $90, 000but not over $100, 000

~Over $100, 000 but not over $120, 000
Over $120, 000 but not over $140, 000
Over $140, 000 but not over $160, 000
Over $160, 003 but not over $180, 000
$180, 000 and above

The tax is:

12%

$120, plus 15% of excess over $1, 000.
$270, plus 16% of excess over $£2, 000,
$59Q, plus 17% of excess over £4, 000.
$930, plus 19% of excess over $6, 000,

$1,310,
$1, 750,
$2,250,
$3,350,
$3, 970,
$4,630;
$5,350,
$6, 090,
$6, 850,
$7,650,
$9,370,
$11,210,
$13,170,
$18,470,
$24,170,
$30, 070,
$36,170,
$42, 470,
$48, 970,
862,170,
875, 570,
$89,1170,

plus 22% of excess
plus 25% of excess
plus 27% of excess
plus 31% of excess
plus 33% of excess
plus 36% of excess
plus 37% of excess
plus 389% of excess
plus 409% of excess

over $8, 000,

over $10, 000,
over $12, 000,
over $16, 000.
over $18, 000.
over 520, 000,
over $22, 000,
over $24, 000,
over $26, 000,

plus 43% of excess over $28, 000,
plus 46% of excess aver $28, 000,

plus 49% of excess
plus 535 of excess
plus 57% of excess
plus 59% of excess
plus 61% of excess
plus 63% of excess
plus 65% of excess
plus 66% of excess
plus 67% of excess
plus 68% of excess
plus 69% of excess

over $36, 000,
over $40, 000.
over $50, 000,
over $60, 000.
over $70, 000.
over $80, 000.
over $90, 000.
over $100, 000,
over $120, 000.
over $140, 000,
over $160, 000,

$102, 570, plus 70% of excess over
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”(2)'{ IPor taxable ycars ending after December 31, 1975 and before
January 1, 1977, thc tax irnposed by this subsection shall be determined
in accordance with the following tahle:

"If the amount of taxable-income is: The tax is:

Noi over $1, 0600

13% of the taxable income

Over
Over

Over $4, 000 but not over $6, 000 €620, plus 19% of excess over $4, 000.
Over $6, 000 but not over $8, 000 $1, 000, plus 20% of excess over $6, 000,
Over 88, 000 but not over $10, 000 $1,400, plus 23% of excess over $8, 000,
Over $10, 000 but not over $12, 000 $1, 880, plus 24% of excess over $10, 000,
Over $12, 060 but not over $14, 000 $2,340, plus 27% of excess over $12, 000,
Over $14, 000 but not over $16, 000 $2, 880, plus 28% of excess over $14, 000,
Over $16, 000 but not over $18, 000 -$3, 440, plus 31% of excess over $16, 000,
Over 518, 000 but not over $20, 000 $4, 050, plus 33% of excess over $18, 000,
Over $20, 000 but not over $22, 000 $4, 720, plus 35% of excess over $20, €00,
Over $22, 000 but not. over $24, 600 $5,420, plus 37% of excess over $22, 000,
Over $24, 000 but not over $26, 000 $6,160, plus 38% of excess over $24, 000.
Over $26, 000 but not over $28, 600 $6, 920, plus 41% of excess over S26, 000,
Over $28, 000 but not over $32, 000 $7,740, plus 42% of excess over $28, 000.
Over $32, 000 but not over $35, 000 $9, 420, plus 45% of excess over $32, 000.
Over $36, 000 but not over $38, 000 . $11,220, plus 48% of excess over $36, 000,
Over $38, 000 but not over $40, 000 $12,180, plus 51% of excess over $38, 000,
Over $40, €00 but not over $44, 000 $13,200, plus 52% of excess over 840,000,
Over 844, 000 but not over $50, 000 $§15, 280, plus 55% of excess over S44, 000,
Over $50, 000 but not over $52, 000 $18,580, plus 55% of excess over $50, 00,
Over $52, 000 but not over $64, 000 $19, 700, plus 58% of excess over $52, 000,
Over $64, 000 but not over $70, 000 $26,660, plus 59% of excess over $64, 000,
Over $70, 000 but not over $76, 000 $30,200, plus 61%-of excess over $70, 000,
Over 376, 000 but notl over $80, 000 $33, 860, plus 62% of excess over $76, 000.
Over $£80, 000 but not over $88, 000 $36,340, plus 63% of excess over $80, 000,
Over $88, 000 but not over $100, 000 $41, 038, plus 64% of excess over $68, 000,

$1, 0060 but not over $2, 000
$2, 000 but not over $4, 000

$130, plus 15% of excess over $1, 000,
$280, plus 17% of excess over $2, 000,

Over $100, 000 but not over $120, 000 $49, 050, plus 66% of excess over §100, 0G0
Over $120, 000 but not over $140, 000 $62, 260, plus 67% of excess over $120, 000.
Over $140, 000 but not over $160, 000 $75,660, plus 68% of excess over §140, 000
Over $160, 000 but not over $180, 000 $89, 260, plus 69% of excess over $160, 000,
Over $180, 000 $103, 060, plus 70% of excess over $180, 0C
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"(e)(1) UNI\IARRIED INDIVIDUALS (OTHERS TIIAN SURVIVING

SPOUSES AND HEADS OF HOQUSEIIOLDS). -- Except as provided in

paragraph (2) of this subsection there is hereby imposed on the taxable

income of every individual (other than surviving spouse as defined in

section 2(a) or the head of a household as defined in section 2(b))

who is not a married individual {(as defined in section 143) a tax

determined in accordance with the following table:

"If the amount of taxable income is:
Over 0 but not over $500
Over $500 but not over $1, 000
Over $1, 000 but not over $2, 000
Over $2, 000 but not over $3, 000
Over $3, 000 but not over $4, 000
Over $4, 000 but not over $5, 000
Over $5, 000 but not over $6, 000
Over $6, 000 but not over $8, 000
Over $8, 000 but not over £10, 000

Over $§10,
Over $12,
Over 814,
Over $16,
Over $18,
Over $20,
Over $22,
Over $26,
Over $32,
Over $38,
Over $44,
Over $50,
Over $60,
Over $70,
Over $80,
Over $90,

000 but not over $12, 000
000 but not over $14, 000
000 but not over $16, 000
000 but not over $18, 000
000 but not over $20, 000
000 but not over $22, 000
000 but not over $26, 000
000 but not over £32, 000
000 but not over $38, 000
000 but not over $44, 000
000 but not over $59, 000
000 but not over $60, 000
000 but not over $70, 000 .
000 but not over $80, 000
000 but not over $980, 000
000 but not over $100, 000

Over $100, 000 but not over $150, 000
Over $150, 000

The tax is:

0, plus 12% of excess over 0,

$60, plus 13% of excess over $500,
$125, plus 15% of excess over $1, 000.
$215, plus 16% of excess over $2, 000,
$435, plus 17% of excess over $3, 000,
$605, plus 18% of excess over $4, 000.
$785, plus 19% of excess over $5, 000.
$975, plus 21% of excess over 36,000,

$1,395,
$1, 875,
$2, 415,
$2, 995,
$3,615,
$4, 295,
$5, 015,
$5, 775,
$7,375,
$10, 075,
$13, 075,
$16,375,
$19, 975,
$26,175,
$32, 575,
$39, 175,
$45, 975,
$52, 875,

$87, 875,

plus 24% of excess over $8, 000,
plus 27% of excess over $10, 000,
plus 29% of excess over $12, 000,
plus 31% of excess over S14, 009,
plus 34% of excess over $16, 000,
plus 36% of excess over $18, 000,
plus 38% of excess over $20, 030,
plus 40% of excess over $22, 000.
plus 45% of excess over $26, 000,
plus 50% of excess over $32, 000,
plus 55% of excess over $38, 000,
plus 609 of excess over $44, 000,
plus 62% of excess over $50, 000,
plus 64% of excess over $60, 000.
plus 669% of cxcess over S70, 000,
plus 68% of excess over $80, 000,
plus 699% of excess over $90, 000,

plus 70% of excess over $100, 000.
plus 70% of excess over $150, 000.

g ‘ QU . 5 ‘.:
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——2) For taxable years ending after December 31, 1975 and before
January 1, 1977, the tax imposed by this subsection shall be determined

in accordance with the following table:

"If the amount of taxable income is: The tax is: _
Not over $500 13% of ihe taxable income.
Over $500 but not over 81, 000 $65, plus 14% of excess over $500,
Over $1, 000 Lbut not over $1, 500 $135, plus 15, 5% of excess over $1, 000,
Over $1, 500 but not over $2, 000 $212, 50, plus 16% of excess over $1, 500,
Over $2, 000 but notl over £3, 000 $292, 50, plus 17.5% of excess over £2, 000,
Over $3, 000 but nol over $4, 000 $46%7. 50, plus 18% of excess over $3, 000.
Over $4, 000 but not over $5, 000 $647. 50, plus 19. 5% of excess over $4, 000,
Over $5, 000 but not over $G, 000 $842, 50, plus 20% of excess over $3, 000,
Over $6, 000 but not over $8, 000 $1,042, 50, plus 22.5% of excess over SG6, 00
Over $8, 000 but not over $10, 000 $1, 492, 40, plus 24, 5% of excess over 88, 00~
Over $10, 000 but not over $12, 000 $1, 982, 50, plus 27% of excess over $10, 000,
Over $12, 000 but not over $14, 000 $2, 522, 50, plus 29% of excess over $§12, 000,
Over $14, 000 but not over $16, 000 $3,102. 50, plus 31'% of excess over $14, 0G0
Over $16, 000 but not over 818, 000 $3, 722. 50, plus 34% of excess over $16, 0G0,
Over $18, 000 but not over $20, 000 $4,402, 50, plus 36% of excess over $18, 000,
Over $20, 000 but not over $22, 000 $5,122, 50, plus 38% of excess over $20, 0.
Over $22, 000 bul not over £26, ¢00 .$5, 882, 50, plus 40% of excess over $22, GO0,
Over $28, 000 but not over $32, 000 $7,482, 50, plus 45% of excess over 828, 000
Oveéer $32, 000 but not over $38, 600 - $10,182, 50, plus 50% of excess over $32, 0/
Over $38, 000 but not over $44, 000 $13,182. 50, plus 55% of excess over 838, C
Over $44, 000 but not over $50, 000 $16,482,50, plus 60% of excess over S44, C.
Over $50, 000 but not over $60, 000 $20, 082, 50, plus 62% of excess over $50, 0!
Over $60, 000 but not over $70, 000 $26, 282, 50, plus 64% of excess over 860, O
Over $70, 000 but not over $80, 000 $32,682, 50, plus 66% of excess over 870, C
Over &80, GO0 but not over $90, 000 $39, 282,50, plus 68% of excess over £80, (1.
Over $90, 000 but not over $100, 000 $46, 082, 50, plus 69% of excess over 880, Of

Over $100, 000 $52, 982, 50, plus 70% of excess over $100, ©
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=—="""11(g)(1) MARRIED INDIVIDUALS FILING SEPARATE RETURNS; ESTATES
AND TRUS'TS., -- Excepl as provided in paragraph (2) of this subseclion
there is hercby imposed on the taxable income of every married individual

. (as defined in section 143) who does not make a single return jointly

~ with his spouse under seclion 6013, and of ever:y cstate and trust taxable

under this subsection, a tax determined in accordance with the following

table:

"If the amount of taxable income is: The tax is:
Over 0 but not over $500 12% of the taxable income.
Over $500 but not over £1, 000 $60, plus 14% of excess over $500.
Over $1, 000 hut not over §2, 000 $130, plus 15% of excess over $1, 000.
Over $2, 000 but not over $3, 000 $280, plus 16% of excess over $2, €00,
Over $3, 000 but not over $4, 000 $440, plus 17% of excess over S3, 000,
Over $4, 000 but noi over 85, 000 $610, plus 21% of excess over $4, 000.
Over $5, 000 but not over §6,.000 $820, plus 22% of excess over $5, 000.
Over $6, 000 but not over $8, 000 $1, 040, plus 25% of excess over $6, 000,
Over $8, 000 but not over 810, 000 $1, 540, plus 29% of excess over $8, 000.
Over $10, 000 but not over $12, 000 $2,120, plus 34% of excess over $10, 600,
Over $12, 000 but not over $14, 000 $2, 800, plus 36% of excess over $12, 000,
Over $14, 000 but not over $16, 000 $3, 520, plus 39% of excess over $14, 000,
Over $16, 000 but not over $18, 009 $4,300, plus 42% of excess over £16, 000,
Over $18, 000 but not over $20, 000 $5,140, plus 45% of excess over $18, 000,
Over $20, 000 but not over $22, 000 $6, 040, plus 48% of excess over $20, 000,
Over $22, 000 but not over $28, 000 $7, 000, plus 50% of excess over $22, 000,
Over $26, 000 but not over $32, 000 $9, 000, plus 539% of excess over $26, 000.
Over $32, 000 but not over $38, 000 $12,180, plus 55% of excess over $32, 000.
Over $38, 000 but not over $44, 000 $15,480, plus 58% of excess over $38, 000,
Over $44, 000 but not over $50, 000 $18, 960, plus 60% of excess over $44, 000.

- Over $50, 000 but not over $60, 000 - $22, 560, plus 62% of excess over $50, 000.
Over $60, 000 but not over $70, 000 $28, 760, plus 64% of excess over $60, 000.
Over $70, 000 but not over $80, 000 $35,160, plus 66% of excess over $70, 000,
Over $80, 000 but not over $90, 000 $42, 760, plus 68% of excess over $80, 000,
Over $90, 000 but not over $100, 000 $48, 560, plus 69% of excess over $90, 000.

Over $100, 000 $55,460, plus 70% of excess over $100, 000.
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")(ﬂi') l*;‘or taxable yecars ending after December 31, 1976 and before

January 1, 1977, the iax imposed by this subsection shall be determined

in accordance with the following table:

"If the
Over
Over
Over
Over
Over
Over
QOver
Over
Over
Over
Over
Over
Over
Over
Over
Over
Over

Over-

Over
Over
Over
Over
Over
Over
Over
Over
Over

amount of taxable income is:
0 but not over $500

$500 but not over $1, 000

$1, 000 but not over $1, 500
$1, 500 but not over $2, 000
$2, 000 but not over $3, 000
$3, 000 but not over $4, 000
$4, 000 but not over $5, 000
$5, 000 but not over $6, 000
$6, 000 but not over $8, 000
$8, 000 bul not over $10, 000
$10, 000 but not over $12, 000
$12, 000 but not over $14, 000
$14, 000 but not over $16, 000
$16, 000 but not over $18, 000
$18, 000 but not over $20, 000
$20, 000 but not over 8§22, 000
$22, 000 but not over $26, 000
$26, 000 but not over $32, 000
$32, 000 bhut not over $38, 000
$38, 000 but not over $44, 000
$44, 000 but Aot over $50, 000
$50, 000 but not over $60, 000
$60, 000 but not over $70, 000
$'70, 000 but not over $80, 000

$80, 000 but not over $90, 000

$90, 000 but not over $100, 000
$100, 000

The tax is:

0 plus 13.0% of excess over $0.

$65, plus 14.5% of excess over $500,
$137.50, plus 15, 5% of excess over $1, 000,
$215, plus 16, 0% of excess over $1, 500,
$295, plus 17.5% of excess over $2, 000,
$470, plus 18. 0% of cxcess over $3, 600,
$650, plus 21,5% of excess over $4, 000,
$865, plus 22.0% of excess over $5, 000,
$1, 085, plus 25.0% of excess over $6, 000,
$1,585, plus 28.5% of excess over $8, 000,

'$2, 155, plus 33.0% of excess over $10, 000,

$2,815, plus 36.0% pf cxcess over $12, 000,
$3, 535, plus 39.0% of excess over $14, 00C.
$4, 315, plus 42, 0% of ecxcess over $16, 000,
$5, 155, plus 45. 0% of excess over $18, 000,
$6. 055, plus 48. 0% of excess over $20, 000,
$7,015, plus 50. 0% of excess over £22, 000,
$9, 015, plus 53.0% of excess over $26, 000,
$12,195, plus 55.0% of excess over $32, 000,
$15,495, plus 58. 0% of excess over $38, 000,
$18, 975, plus 60.0% of excess over $44, 000,
$22,575, plus 62.0% of excess over $50, 000,
$28, 775, plus 64.0% of excess over $60, 000,
$35,175, plus 66.0% of excess over $70, 000,
$41, 775, plus 68. 0% of excess over $80, 000,
$48,575, plus 69. 0% of excess over $90, 000,

$55, 475, plus T0.0% of excess over $100, 000,
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SEC. 105, -OPTIONAL TAX TABLES REVISED TO INCLUDY. CHANGE
| IN THE STANDARD DEDUCTION AND PERMANENT

REDUCTIONS IN INDIVIDUAL INCOMIE TAXES

(a) IN GENERAL,— Section 3 (relating to optional tax tables) is

amended to read as follows:
"SEC. 3. OPTIONAL TAX TARLES FFOR INDIV IDUAL.S.

"(a) GENERAL RULE. -- In lieu of the tax imposed by section 1,
there is hereby imposed for each taxable year ending after Dezcember 31,
1976, on the faxable income 6f every individual whose taxable income
incomé for such year is less than $20, 000, and who has elected for
such year io i)ay the tax imposed by this section, a tax
determined under tables, applicable o such taxable year, kwhich shall
be prescribed by the Secretary of his delegate. In the tables so pre-
scribed, ‘the smounts of tax shall be computed on the basis '_of the
rates prescribed by section 1, .

"¢{b) TAX TREATED AS IMPOSED BY SECTION'll -~ For purposes
of this title, the tax imposed by this section shall be treated as imposcd
by section 1",

(b) CONFORMING AMENDMENTS, — .

(1) Scction 4 (rclating to rules for optional tax) is hereby repealed.
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(2) Scclion 36 (relating to credits now allowed to individuals
paying op’.iona} tax'or taking standard deduction) is amended ——
(A} by striking out "PAYING OPTIONAL TAX OR" in the
he-ading; and
(B) by striking out "elecis 1o pay‘the optional tax imposed
by section 3, or if he' in such section,

(3) Subscction (2) of section 144 (relating to ele’ction of standard
deduction) is amended to read as follows: :

"(a) METHOD OF ELECTION. -- The standard deduction shall be
allowed if the taxpayer so elects in his return, and the Secretary shall .
prescribe the manner of signifying such election in the return. "

(4) Subsection (c) of section 144 is amended —

(A) by striking out paragreph (2);
(B) by inserting "or" at the end of paragraph (1); and
- (C) by redesignaling paragraph (3) as paragraph (2).

(5) Subgection (d) of section 144 is hereby repealed.

(6) Section 1211(}))(35 (relating to computation of taxable income
for purposes of limi"cation on capital losses) is amended by striking
out the last sentenée thereof.

(7) Section 1304(b) (relating to certain provisions inapplicable
income avecraging) is amended by siriking out paragraph (1) and by
redesignaling paragraphs (2), (3), (4), and (5), as paragraphs (1),

(2), (3), and (4), respectively.
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(8) Section 6014(a) (relating to tax 'not computed by 'taxpayer)
is amended s, |
(A) by :;,tr-iking out in the first scnience "entitled to clcct.to
pay the tax imposed by section 3" and inserting in liecu thereof
"enlitled to take the standard deduction provided by section 141
(other than an individual described in section 141(e))"; and
(B) by striking out in the second sentence "pay the tax’imposed
by section 3" and inserting iﬁ lieu therof "take the standard
deduction',
(9) Paragraph (5) of section 6014(b) is amended to read as
follows: ‘

"_(5)' to cases where the »t.axpayer does not elect the standard
deduction or where the taxpayer elecis the standard deduction
but is subject to the provisions of section 141(e) (rclating to
limitations in case of certain dependent taxpayers). "

(c) CLERICAL AMENDMENTS, —-

(1) The table of.sections for part I of subchaptﬁer A of chapter
1 is amended by striking out the items relating to sections 3 and
4 and inserting in lieu thereof:

"Sec. 3. Tax tables of individuals having taxable income of
less than $20, 000, " '

(2) The table of sections for part IV of subchapter A of chapter
1 is amended by striking out "'paying optional tax or'" in the item

relating to section 36. .
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SEC. 106, TAXABLE INCOME CREDIT, -- Section 42 of the Iniernal
Revenue Code of 1954 (relating to credit for personal excmptions) is

amended to read as follows:
SEC. 42, TAXABLI INCONME CREDIT,

""(a) ALLOWANCE OF CREDIT. -- In the case of an individual,
there shall be allowed as a credit against the tax-imposed by this
chapter for the taxable year an amount equal to the gi‘eater Of ==

"(1) 1 percent of so much of the taxpayer's taxable income
for the taxable year as does not exceed $8, 000; or

'"(2) $117. 50 _1n11]1:iplicd by each excmption for which the
taxpayer is entitled to a deduction for the taxable year under sub-
section (b) or (e) of section 151,

"(b) APPLICATION WITII OTHER CREDITS. -- The credit allowed

by subsection (a) shall not exceed the amounf of the tax imposed by this

“chapter for the taxable year. In determining the credits allowed under --

"(1) section 33 (relaling to foreign tax credit),

'"(2) seclion 37 (relating to relirement income credit),

'"(3) section 38 (relaling to investment in certain depreciable
_property), ‘

"(4) section 40 (relating to eXpen.ses of work incentive programs),

and
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PREES T~ _'5) section 41 (relating to coniributions to candidates for

public office );
the tax imposed by this chapter shall (before any other rc¢duclions) be
reduced by the credit allowed by this section. .
"(¢) SPECIAL RULZE FOR MARRIED INDIVIDUALS FILING
SEPARATE RETURNS. --
| (1) IN GENERAL. ~-- Notwthstanding subscetion (a), in the
case of a married individual who files a separate return for the
taxable year, the amount of the credit allowable under subsection
(a) for the taxable year shall be equal to either --
"(A) the amount determined under paragraph (1) of subsection
(a) ; or
"(B) if this subparagraph applies to the individual for the
taxable year, the amount determined under par‘agrai:»h (2) of
subsection (a).

'"(2). APPLICATION OF PARAGRAPH (1)(B). -- Parag)‘aph (2)
of subsection (a) shall apply to any taxpayer for any taxable year
if --

"(A) such taxpayer elects to have such subparagraph apply
for _such taxable year, and

'"(B) the spouse of such taxpayer elects to have such sub-
paragraph apply for any taxable year corresponding, for purpo‘ses

of section 142(a), to the taxable ycar of the taxpayer.
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Any suéh- eiection shall be made at such time, an_d in such marmer, as
the Sceretary or his delegatle shall by regulations prescribe,

"(3) MARITAL STATUS. -~ IFor purposes of this subsection,
the determination of marital status shall be made under section
143,

"(d) CERTAIN PERSONS NOT ELIGIBLY, -- This section shall
not apply to any cstate or trust, nor shall it apply to any nonresident

alien individual, "

SEC. 107. EARNED INCOME CREDIT,
Subsections (a) and (b) 61‘ section 43 of such Code (relating to
-earncd income credit) are amended to read as follows:
"(a) ALLOWANCE OF CREDIT. -~ In the case of an eligible

individusal, there shall be allowed as a credit against the tax imposed

by this chapter for the taxable year an amount cqual to 5 percent of

so much of the earned income for the taxable year as does not exceed
$4, 000,

"(b) LIMITATION. -~ The amount of the credit allowable to
a taxpayer under subsection (a) for any taxable year shall be reduced
(but not below zero) by an amount equal to 5 percent of so much of the
adjusted gross income (or, if greater, the earneci income) of the

taxpayer for the taxable year as exceeds $4, 000.
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SEC. 108. DISREGARD OF REFUND,

Ahy refund of Federal income taxes mad‘e to any individual by
reason of section 43 of the Internél Revenue Code of 1954 (relating
to earned income credit) shall notl be-taken into account as income or
reccipts for purpéses of determining the eligibility of such individual
or any other individual for benefits or assislance, or the amount or
extent of benefits or assistance, under any IFederal program or under
any State or local program financed in whole or in pari with Federal
funds, but only if such individual (or the family unit of which he is
a member) is a recipient of benefiis or assistance under such a pro-

gram for the month before the month in which such refund is made.
SEC. 109, WITHHOLDING TAX.

(a) ?EQUIREMENT OF WITHHOLDING, -- Subsection (a) of
sectic;n 3402 (relating to inoome tax collected at source) is amended
to read as fcﬁlows: |

'"(a) REQUIREMENT OF WITHHOLDING. -~
(1) GENERAL RULE. -- Except as otherwise provided
in this section, every employer making payment of wages
shall aeduct and withhold upon such wages ‘a tax determined

in accordance with tables prescribed by the Secretary or his
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delega'te.‘ The tables so prescribed shall reflect on an annualized
basis the amendmcnts made by sections 101(a), 102(b), 102(d)
and 193 of the Permanent Tax Reduction and of 1976 for taxable
yecars cnding after December 31, 1976, and wages paid after
June 30, 1976, if those amendments were on effect on July
1, 18%6. Jor pilrposcs of applying such tables, the term ' the
amount of wages!' z;neans the amount by which the wages exceed
the number of withholding exemptions claimed, multiplied by
the amount of one such exemption as shown in the table in
subsection (b)(ln). .
(b) CONIFORMING AMIENDMENTS, -~ Section 3402(c)(6) (relating |
to wagé bracket \vitzllll;)lding) is amended By striking out "table 7 con-
tained'in subsection (a)" and inserting in lieu thereof "the table pre-

scribed by the Sccretary or his delegate'’.
SEC. 110, EFFECTIVE DATES.

(a) Sections 102, 103(a), 1B (c), and 104, -- The amendments made
by sections 102, 103(a),. 103(c), and 104 shall apply to taxable
years ending after December 31, 1975, :

(b) Section ‘]03(b.)' -~ The amendments made by section 103(b) shall
apply to taxable years ending after December 31, 1976.

(c) Section 105, -~ The amendments made by section 105 shall apply
to taxable years ending after December 31, 1976.

(1) Section 106, -- The amendments made by section 106 shall apply

to taxable years ending after December 31, 1875, Such amendments shall

03

il ¥
cease Lo apply to taxable yecars ending after December 31, 1976. /Q\" <
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- {c) Sections 107 and 108, -- The amendments made by sections 107

and 108 shall apply to taxable years beginning after Dccember 31, 1975
and before January 1, 1977,
(f) Sections 103(d) and 109. -- The amendments made by sections

103(d) and 109 shall apply to wages paid after June 30, 1976.
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SuBTITLE B -- GENERAL Business Tax CHANGES TO PrROMOTE
. CAP1TAL FORMATION

Sec. 111.PERIMANENT INCREASE IN INVESTMENT CREDIT.

(a) IN GENERAL.— Subparagraph (2) of section 46 (a)(1)
(transitional rules for 10 percent investment crc«;dit) is amended to'
read as follows:

(D) TEN PERCENT CREDIT TRANSITIONAL RULES.— The
pro&ﬁéions of subparagraph (A) shall apply only to ~—.

""(i) property to which subsection (d) does not apply, the
construction, reconstruction, or ercction of which is compleicd
by the taxpayer after January 21, 1975, but only fo the extent
of the basis thereof attributable to the construction, reconstruction,
or ercction after January 21, 1§75,

"(ii) property to which 51;bsection (d) does not apply, acquired
by the taxpayer after January 21, 1975, and .

"'(iii) property to which subscction (d) applics, but only to
the exient of the qualified investment (as determined under sub-
sections (c) and (d)) with respect to qualified progr—ess expendi-
tures made after January 21, 1975."

{b) CONFORMING AMENDMENTS —

(1) Section 46(a)(1)(B) (relating.to the elective 11 percent credit)

is amended by striking out "described in subparagraph (D)" and

inserting in lieu thercof "described in subparagraph (E)'".
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ot (2) Scction 46(a)l) (re]ating {o determination of amount of
i izlv;:'zmgﬂ{ ércdit) is amended by adcliné a new subparagraph (E)
to read as follows: . |
"(E) ELEVEN PERCENT CREDIT TRANSITIONAL RULES,
The provisions cf subparagraph (B) shall apply to — .
"'(i) property to which subsection (d) does not apply, the con-
struction, reconstruction, or eréctioh of which is completed by
the taxpayer after January 21, 1975, bﬁt only to the extent of‘ the
basis thereo.f attributable to the cdnstruction, reconstruction, or
erection after January 21, 1875, and before Januar); 1, 12%7%;
"(ii) property to which subsection (d) does not apply, acquired
by the taxpayer after January 21, 1975, énd before January 1, 1871,
and placed in service by the taxpayer before January 1, 1877, and
‘'{iii) property to which subscction (d) applies, but only to the
extent of the qualified investment (as determined under subsections

(c) and (d) with respect to qualified progress expenditures made

after January 21, 1975, and before January 1, 1877,

s
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SEC, 112. CHANGES IN CORPORATE TAX RATES, CORPORATE SURTAX

AND SURTAX EXTUMPTION

(a) TAX RATES. - Section 11(b) (relating to corporatle normal tax)

is amended to read as follows:
"(b) NORMAL TAX. -- Thée normal tax is equal to --

(1) in the case of a taxable year ending afier December 31, 1976,

22 percent of the taxable income, and .

"(2) in the case of a taxable year ending after December 31, 1974,

and before January 1, 1977, the sum of -~

'""(A) 20 percent of so much of the taxable income as does

not exceed $25, 000, plus

L ]

"(B) 22 percent of so much of the {axable income as exceeds

$25, 000. "
(b) SURTAX. - Section 11{c) (relating to corporate surtax) is amended

to read as follows:

"(c) SURTAX. -~ The suriax is equal to the following percentage

of the amount by which the taxable income exceeds the surtax exemption

for the taxable year:
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"(1) 25 percent in the case of a taxable year beginning after

December 31, 1975 and before January 1, 1977, and

'"(2) 24 percent,- in the case of a taxable year beginning

after December 31, 1976."

(c) SURTAX EXEMPTION, =-- Section 11{(d) (relating to surtax
exemption) is amended to read as follows:

"(d) SURTAX EXEMPTION. ~= IFor purposes of this subtitle,
the surtax exemption for any taxable year is $50, 000, except that,
with respect to a corporation to which section 1561 or 1564 (relating
to surtax exemptions in case of certain controlled (:orporations)
applies for the taxable year, the surtax exemption for the taxable
year is the amount delermined under such section, "

(d) TECHNICAL AND CONFORMING AMENDMENT -Paragraph
(7) of section 12 (relating to cross refercnces for tax on corporations)

is amended by striking out ""$25, 000" and inserting in licu thereof "$50, 000",

(e) EFFECTIVE DATE.--The amendments made by this section
shall apply to taxable years ending after December 31, 1975.

......
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SuTITLE C -- INCENTLVES FOR THE EXPANSION OF ELECTRIC
PoWER FACILITIES

7 SBC. 113 INCREASE IN INVESTMENT CRED)T FOR CERTAIN
ELECTRIC UTILITY PROPERTY.

8 (a) Incupase 1x ISvesoaex? Ceema.—DParagraph

9 (1) of seetion 16 (a) (determining the amount of the in-

10 vestment credit) is amended by adding a ne subparagraph

11 (F) to read as follows—

12 “(F) Twerve rercext  crepre—Nobwith-
13 standing sulparagraphs (), (1), and (C) of this
L. paragraph, the amount of eredit allowed by seefion
15 38 for the taxable ycar shall he an amount equal to
16 12 pereent of the qualified investment (as deter-
17 mined under subsecticas (¢) and (d)) attributable
18 to property described in seetion 46 (¢} (3) (1) (i)
19 which is used predominantly in the trade or business
20

of the furnishing or sule of clectrical energy (ofher
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i - 38 -.
than property used as an infegral part of a facility
for the generation of eleelricity which uses petrolemm
or pelraleam products (including natural gas) as ifs

prineipal fuel) . This subparagraph shall apply only

to qualified investment of a taxpayer who meets the
requirements of section 120 of the Comprehensive

Job Creation and Non-Inflationary Growth Act of

1976."
(b) Yrrecrive Dark.—The amendinent made by sub-

section (a) of this section shall apply enly lo—
(1) property to which scetion 46 (d) does not ap-
ply, the construction, recoustruction, or erection of which”
T e 3‘:‘/ 17‘7"/)
is completed by the taxpayer after December-315-1975,
It only to the extent of the Lasis thercol attvibutable to

construction, reconstruction, or ereetien after such date,

; (2) propegty to which section 46(d) does not

apply, acquired by the taxpayer alter June 30, 1975,
and

(3) property to which section L6 (d) applics, hut

only to the extent of the qualified investment (as deter-

mined under subseetions (¢) and (d)) with respect to

O 9 ue R0, 1976

quatificd progress expenditures made after Pecenher 365

1975,
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S1C. 114 BLIMINALION  OF PUASEAIN  OF QUALIEIED
PROGRUSS ENPEN }i'l'Ullli CREDITS FOR CER-

TAIN ELECTRIC UTILITY PROPERTY.
Paragraph (1) of section 46 (d) (relating to (ransi-
tional rules for qualified progress expenditure eredits) is
amended by adding at the end thereof the following new

€y

senfence: “This paragraph shall not apply te qualified
lil'ogr('s:s expenditures attributable to property described in
subparagraph (1) of section 46 (a) (1).”.

SEC.115 LIMITATION ON FLOW-THROUGH, .

Section 46 (f) (relating to limitation in case of certain
regulated companies) is amended by adding ab the end
thereof the following new paragraph: :

“(9) YROTIBITION  OF . IMMEDIATE  FLOW-
THROUGH.—An cleetion made under pf\l':lg:‘hph (37,
mcluding an clection made under paragraph (8) to have
the 111'6\'3510115 of paragraph (3) apply, shall apply only
{o the amount of the eredit allowed under section 38 with

' . *ey . -
“yespeet to public ulility property desceribed in subsee-

1';ion (a) (1) (F) determined as if the Comprehensive Job

Creation and Non-Inflationary Growth Act

been enacted. ‘Pa?:agx‘:a.ph (l'

of 1976 had not

Y or (2) (whichever paragraph
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1 is applicable to the taxpayer’s property, i any, (o which
92 paragraph (3) docs not apply) shall apply to any excess
3 credit :ﬂi«m'cd by suelt Aet, except that il neither para
4 graph (1) nor (2) is applicable to any of the tax-
5 payer’s property, paragraph (1) shall apply to sucl:
G excess eredit unless the taxpayer deets (in such manner
7 as the Secretary or his delegate shall preseribe) within
3 120 days after the ddte of the enactment of the

Comprehensive Job Creation and Non-Inflationary

b Crowth Act of 1976 to have the provisions of
10 .
- paragraph (2) apply. The provisions of this par:

11 : -
{graph shall not be applied to disallow such exce:

credit before the first final determination whic!

13
14

is inconsistent with such requiréments is made,

determined in the s.ame manner as under paragraph
A gy,

16

17 SBC.116..EXTENSION OF PERIOD DURING WIICI POLLU.
18 TION CONTROL F.;\CIMTIES MAY QUALIFY FOR

19 . 5-YEAR AMORTIZATION.

200 Section 169 () (4) (1)  (defining new ientitiahle

21 treatment facility) s amended by striking ont “January 1,

22 1976”7 and inzerting in licu tereof “Jannary 1, 19317,
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. T8EC.117 .-ﬁ}l;’)li'i‘l'fi."\'l'i()l\i GF CERTIFIER FUEL CONVER-
SION ELEC']:RFC POWER (iIZi‘\’l‘)l(/‘x'J"lE'\'{ FPACI1)-
TIES,

(a) Ix Cexprsb—Purt VL of subchapter 13 of chapter

1 (relating to itemized dedietions for hdividuals and corpo-

I‘ztliuns)'irs amended by adding at the end thereof the follow-

ing new seetion:

“BEC. 189 AMORTIZATION OF CERTIFIED FUEL CONVER-
SION ELECTRIC POWER GENERATING FACILI-
TIES.

“(a) ALLOWANCE oF DEpUer1oX.—Every person who

' mceets the requirements of,s:(.?(-(i(m 120 of the Comprehensive Job Creati

and non—Inflationary Gr;wth Act of 1976, at his election,

shall be entitled to a deduction with respeet to the amortiza-

tion of the amortizable hasis of any cc‘r.{"iﬁcd fuel conversion

clectric power generaling facility (as defined in subseetion

(4)), hased on a period of GO months. Such amortization

“deduction shall he an amounl, \\'ilin respeel {o cach month

of the GO-month period within the taxable year, equal to he

amortizable basis of the certified fuel conversion electric

power generating facility at the end -of sueh month divided

by the namber of mowths (including the month for which
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e deduction s computed) remaiving in fhe period. Sneh
amortizable hasis at the end of the month shall he Cln-
puted without regard to the smoriization deduction for sucl
month. The amoitization deduetion provided by this section
with respecl to any certified fuel conversion cleetrie power
generaling facility for any month shall be in Jiew of the
depreciation deduction with respee! to such facility fer sucl,
month provided by seclion 167, The GO-month period shiall
begin, as fo any certified fuel conversion cleelric pewe
generaling facility, at the cleetion of the taxpayer, with (1
month following the mwonihu in which such facility was place!
in service or with the suceeeding laxable year,

“(b) Erecriox or Avonrizariox.—The election ¢
the taxpayer to take the amorﬁmlicn'-d‘od,u('i'um and to hegi:
the GO-month period with the month following the mout
in which the certified fuel conversion eleetrie power generai-
ing facility was placed in serviee, or with the taxable yes
suceeeding the taxahle year in which such facility is placed
in service, shall be Jn.:ulc hy filing with the Recrelary or 1
delegale, in suelt manuer, in s form, and within such i
as the Secretary or his delegate may hy regulations pro
serthe, a statement of suels clection,

“(e) "Trmnxarion o XyorrizarioN DEprerion,
A taxpaver whieli has ected mnder subsection (h) to (27

N wvsveovissadbomr dlindue o wisly awvenee? 1o e pprfified
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conversion cleetric power generafing facility may, at any
time after making such election, discoitinue the amortiza-
tion deduction with rvxj_m-l to the remainder of the amortiza-
tion period, such discontinmance to hegin as of the heginuing
of any month specified hy the faxpayer in a notice in writing
filed with the Seeretary or his delegate before the heginming
of such month. The depreciation deduction provided under
section 167 shall he allowed, heginming with the first month
as fo which the amortization deduction does not apply, and
the taxpayer shall not he entitled to any further amortization
deduction under this section with respeet fo such facility.

“(d) Cerrwren Fren Coxversiox Enkerric Powen

GrxEraTING Taciuiry.—Tor purposes of this gection the

term “certified fuel converson clectric power generating fa-
ality’ means any facility for the generation of clectricity
which does not use petroleum or petroleum products (in-
cuding natural gas) as its principal fuel, Such term includes
only tangible properly (not incuding a huilding and ifs
s{ruetural r-mnpnnm.n(s, olher than a building -which is ex-
cusively a generating facility) which ix of a character sub-
jeet to the allowance for depreciation provided in scefior
167, and which ix used ]n'v(lnmin:mll_}" in the trade or husi
ness of the furnishing or sale of electrical energy il the rale
for such furnishing o sale, as (lu-.r:\.\'u may he, hiave heen

extablizhed or approved by a State or politieal subdivision
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1 thereof, by an ageney or instrumentality of the United Stales,

9 or by a public service or public utility commission or other
3 similar hody of any Stafe or political subdivizion thereol,
4 “(¢) AvonzizanLe Basis.—~For purposes of this see-
5 {ion, the amortizalle basis for any certified fuel conversion
, ,
6 clectric power generating facility includes only so much of
7 the amount of the adjusted hasis of such facility for defer-
8 mining gain (computed withont regard to this section)
9 which:
10 “(1) is properly attributable to construction, recon-.
Jen= 3, -
11 - straction, creation, or acquisition, after December-34.
978
. 12 19753
13 “(2) is cerlificd by the Federal Energy Adminis-
14 frator (wnder such regulations as he shall prescrihe) as
15 being atlributable fo the conversion or replacement of a
16 facility for the generation of electric energy which on
Jure 35 476 ,
17 Decomber-81;-19%3; used petroleum or petroleum prod-
18 wels (including natural gus) as its principal fuel nfo
19 or with a cortified fuel covversion eleetric power gener-
LI
20 afing facility. L [ e
= : (< ‘f:p
21 “f) TERMINATION.~— Ny
1 ety ‘u“»r‘,‘ o g
22 “(1) Ix cuveraL—Except as provided in para-
23 graph (2), the amortization deduction provided hy this
ot - seetion sliall apply ouly {0 a facility placed in servie
20 hefore Jannary 1, 1981,




.f

ot A A A AN e o s ot S

i

w o e

5=

b 2 o W by w

e o e s A AR 00 2

.

Setale

P

: S5 -
“(2) ]’l.’l-.:~l"n.5“l 1oir1oN.~In the case of a facility
construcled, reconstructed, or evected by the taxpayer, or
for the taxpayer pursnant {o a confract which is binding
on the taxpayer on January 1, 1981, and at all times
thereafter, which is placed in serviee on or after Janu-
ary 1, 1981, the amortization deduaction provided by this
scction shall apply to that portion of the basis which is
altributable to construction, reconstruction, or erection
before January 1, 1981. ; - |
“(g) Srreran Runes.—

“(1)- ANORTIZABLE BASIS— s

“(A) The amortizable basis of any certified
fuel conversion cleclric power gonbmting facility
with respeet to which an election has heen made
under subsection (h) shall not be increased, for pur-
poses of this scetion, for amounts chargeable to capi-
tal account for additions or improx-'omonls after the
amortization period has begun.

“(B) The depreciation deduction providcd by
seefion 167 shall, notwithstanding subsection (a),
be allowed with respeet to the poi‘lion of the awmor-
{izable bhasiz which is not taken into account in
applying this seetion. ; |

“(2) Coxsriverive PR ATIoN. Il al any

thue during the amortization period any eertified el
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conversion cleelric power generating l'n’(-ilii_\' crases {o
meet the requirements of subzection (d) of this sv(‘-(inn,
the taxpayer shall he deemed fo have terminated under
sabscction ~ (h) his clection under this seetion. Such
fermination shall e effective beginning with the month
following the month in which such cessation ocenrs,
“(3) Rareasxing 1rEATMENT~The deduction

allowed by thixz section shall he considered to be a method
of depreciation deserihed in section 167 (1) (2) (B).
“(h) Lrmep Texaxt axp RedaxperaayN~In the
_ .

case of any certified fuel conversion clectric power generat-

ing facility held hy one person for life with remainder to an-

other person, the deduction under this section shall be com-

pu(M as if the life tenant were the absoluie owner of the
facility and shall be allowable {o the life fenant.
“(1) Cross REVERENCE.— -

“Tor {reatment of certain gain derived frem {he dis-
posifion of property the adjusted basis of which is
determined with rezard {o this section, sce section 1215.".

(b) COXFORMING AMENDMENTS.—

(1) Scction 8 (a) (8) (rc]n(in:g;' {o amortized prop:
erfy) is mmnended by striking out “or 188" and inscerting
i licu thereof “188, or 189.”

(2) Scetion 57 (a) (relaling to items of tax pref:
erence) is amended by adding immediately after parva-

LTORGN,
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“U11) AMORTIZATION OF CERFIFIED FUEL CON-
VERSION ELECTRIC POWER ],-‘.-\.(21l,‘l]‘ll-ZS.——-“"l{-h respect
o cach certified fuel conversion clectrie power generat-
ing facility for which an election is in effect under section
189, the amount by which the deduction allowable for
the taxable year under such seetion execeds the deprecia-
tion deduction which would otherwise be 5\]10\\':‘11)]r wnder
scetion 167.”,

(8) Section 642 (1) (relating to mnm'ﬁza-ﬁon dedne-
tion for estates and {rusts) s amended by striking out
“and 188" and inscrting in licu thereof “188, or 189",

(4) Section 1082 (a) (2) (B) (relating to basis in
cerlain exchanges) is amended by striking out “or 188"
and inserting in licu {hercol “188,0r 189"

(5) Scetion 1245 (a) (relating fo gain from dis-
positions of cerfain depreciable property) is amended—

(A) by striking oul “or 188" each place it
appears in paragraphs (2) and (3) (D) aud in-
serfing in liea thereof “188, or 1897

¥ in paragraph

(B) by striking out “or. 185
(2) (D) and inserting in Jien (1-101'001', “1835, 188,
or 1897; and

(C) by striking ont “or 1837 in paragraph (2)

(D) and inzerting in lien thereof “I188, or 1897,

(¢) Cremean AvexpueNts.—The table of sectiong
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for part VI of subchupter B of chapter §is wmended by

~adding at the end thereof the following :

See. ]:89.-,,\mmti/ ion of eertificd fuel conversion eleetrie
power generaling facilities,”,

(d) Brrecr v Darr~The amendments made by this
Dan2r
section shall apply to property placed in service after Decag-
30 1776 )
her-8 15+ 319%3, in {axable vears ending after such date.
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SEC.118- DEPRECIATION OF  QUALIFIED PROGRESS EXN-
PENDITURES FOR CERTALN ELECTRIC UTILIfJ.‘Y
_ PROPERTY. :

(a) Ix GENERAT.—Section 167 (relating to deprecia-
tion) is amended by redesignating subsection (n) as subsec-
tion (o) and by adding a new subsection (n) fo read as
follows: i : -

“(n) Drerrecrarioxy or Quanriep Procness Ex-
vexmTURES vor Crreary Burcrric Upinary DPror-
ERTY.--

“(1) ErEc1iox 10 DEPRECTATE QUALIFIED PROG-

RESS EXPENDITURES.—\ny taxpayer, who meets the

o

requirements of section 120 of the Comprehens:

Job Creation and Non-Inflationary Growth Act

of 1976, may elect, in accordance wit

tions prescribed by the Secretary



PR

“* 1
5 v
i
¢
9
&
i
4
4
3
1
5
]
Qe
L]
-
4
L,
[}
2
L3
()

0

¢ - 49 -
or.his delegale, to compute an allowance for depreciation
for the taxable year under a method deseribed in subsee-
tion (b) (1), (2) or (3) based on the adjusted halance
(as of the end of the faxable year) of cach qualified prog-
ress expenditure account with respeet Lo progress expend-
iture properly using the remaining useful life of such ac-
‘
comnt (including the ycar for which the allowance is com-
puted) and no salvage value. An election under this

subscction shall apply to all qualified progress expendi-

~tures of the taxpayer for the taxable year of the ¢lection

<

and for all taxable years thereafter. An clection once

made may not be revoked except with the consent of

the Seerctary or his delegale.

“(2)° ProaresS EXPEXDITURE PROVERTY DE-
FINED.—  °

“(A) Ix cexp ?i;LI,.e—;—Fox‘ purposes of this sub-
section, the term ‘progress expenditure property’
means any clectrie ulility properly which is being
construcied by or for the taxpayer and which—
“(i) has a normal construction period of

two years or more, and
“(it) it 1s reasonable to believe will be
property with yespeet to whieh depreciation (ar

amortization in licu of depreciation) will he al-
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Crleg st 00 Tlowable fo the faxpayer when it is placed in
i Service.
Clansges (i) and (i) of the preceding senfence shall

be applicd on the hasis of facts known at the cloze

of the faxable year of the taxpayer in which cou-
styuction hegins (or, if Jater, at the close of the first
taxable year to which an clection vuder this sub-
section applies) .

“(B) Nox:;r;\r, CONSTRUCTION IERIOD.~—I 01
purposes of subparagraph (A) the term ‘normal
construction period’ means {he period reasonably
expected to he veguired for the constraction of the
proper{y— |

“(i) beginming with the date on which
physical work on the construction hegins (or,
if Jater, the first day of the first taxable year to
which an election und.vr this subsection applies),
and

“(ii) ending on the date on which it is ex-
pected that the property will he available for
placing in serviee.

“(3) QUALIFIED PROGERESS BXPENDITURES DE-

piIxED—For purposes of this subsection—

“(A) SELI-CONSTEUCTED PROPERTY —Tn e

case of any sell-construeted property, the term “gual
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ificd  progress  expenditures’ aneans  the  amount

which, for purpeses of this section, iz properly

chargeable  (during such {axable year) fo capilal

account with respeet to such preperty.
“(B) NON-SELF-CONSTRUCTED PROVELTY.—
In the case of noin-gelf-constructed property, the
term ‘qualified progress expenditures’ means {he
lesser of—
“(i) the amount paid during the (axable
_year to another person for the cnixstruéliun of
such property, or
“(i.i) the amount which represents that
proportion of the overall cost fo e faxpayer of
th‘e constraction by such other persen which is
propeily attributable to that porﬁm; of such con-
struction which is‘cnmpk'{vd during such faxable
year.

“(4), SPRCIAL RULES FOR APPLYING PARAGRAPI

(3) .—JFor purpuses of paragraph (3) —

“UA) Covroxext vanrrs, kEre—Properly

which i to be a component part of, or is otherwise

- : . ALINN

{o be included in, any progress expeaditure propertys <\
. 5 ”;

shall be taken into aceount—- v 2,
" o v/

b ..//'

“1) st a time not earlier than the e ot
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which it hecomes irrevocably devoled to nse i
the progress oxpvndi(m'(f property, and

“(ii) asif (atl the time referred to in clause

(1)) the faxpayer had expended an amod

- equal to that portion of the cost to the taxpayer

of such cmnp('m('nl er other property which, for

purposes ¢f this section, is properly chargeable

(during such_taxable year) to capital account

with respeet fo such property.

“(B) CERTAIN BORROWINGS DISHEGARPED.—
Any amount borrowed divectly or indirvt'.ﬂy by the
faxpayoer fr('nn the person constructing the properly
for him shall not be {reated as an amount expended
for such construction. |

“(C) CERTAIX TNUSED EXPEXDITURES CAR-
wiep ovir—Tn fhe casc of non—scl[—cons(ruclcd
property, if for the taxable year—

“(i) the amount under clause (i) of para-
graph (3) (B) exceeds the amount under elanse

(ii) of paragraph (3) (B), then the amount of

such excess shall be taken into account under

such clause (i) for the sueceeding taxable year,
or
T ) the amount under elause (i) of para-

arapht (8) (D) exeeeds the amount under
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clause (i) of paragraph (3) (B), then the
~amonnt of such.excess shall he taken into ac-
count wider such clause (i) for the suceceding
taxable year,

“(1) DETERMINATION 0 PERCENTAGE OF
conPLETION~In (he ease of non-sell-constructed
property, the defernination under paragraph (3)
(B) (i) of the proportion of the overall cost {o the
faxpayer of lhé construction of any property which
19 properly attributable to conshuction completed
during any taxable year shall he made, under rea-
ulations preseribed by the S(‘ﬁcr(-iary or his delegate,
on the hasis of engineering or architectural estimates
or on,the basis of cost accounting records. Unless
the taxpayer establishes otherwize by clear and eon-

vincing cvidence, the construction shall he decined

" {o he completed not more rapidly than ratably over

the normal construction pertod.

“(12) No QUALIFIED PROGRESS EXPENDI-
PURES FOR CERTAIN PRIOR PERIOD.—No qualified
progress expenditures shall be taken into account

U:l('f
under this subsection for any period hefore Janus
a1, 107G (or, il Jater, before.the first day of the

first taxable year to which an election nnder this

sithseetion applies) . . e
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“UIF) Proprerey CEASES TO LE PROGRESS EX-
PEXDITURS PROVERTY. —]] during any {axable year
any property for which there is corrently maintained
a gualified progress expenditure acconnt’ ceases (hy
reason of sale or other disposition, cancellation or
abandonment of conliact, or otherwise) to he, with

respeet to the taxpayer, property which, when

. placed in service will be clectric utility property,

then there shall be included in the gross income of
the taxpayer for the 1:‘ix:tblc'y(*:u‘ of such cessation an
amount cqual to the sum of all depreciation allow-
ances for prior taxable years. with respeet to such
qualified progress expenditure account.

S(5) Omer pEriNTIoNs.—TFor purposes of {his

subscelion—

“(A)  Berr-coxstruerEp  prorerty.~Tho

term  “sell-constructed property’ means property

“more than half of the constraction expenditures for

whicl, il §s reasonable to believe will be made
divectly by the taxpayer.

“(B) NON-SELF-CONSTRUCTED PROPERTY.—
The term ‘non-self-constructed  property’  means
: ‘

property which is no{ self-construeted property,
“(0) Cosstreeriox, rre—The term ‘con-

strnetion” includes veconstruetion and erection, aud
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(e ferm ‘construeted’ inclndes rc('mns(ruc((-'d and
erecled.

“(D) ON1Y CAMTAL CONSTRUCTION T0 )i
PAKEN INTO  ACCOUNT~Construction  shall e
taken into acconul anly if, for purposes of ihis sce- -
tion, o.\')_wuditurcs‘.ﬂlorcfm' are properly chargeable
to capital account with respeet to the property.
“(G) TREaraINING USEFUL LIFE DEFINED.—Dor
purposes of paragraph (1), the 1'cnminfng uscful life of
a qualified progress expenditwre account shall be the
expected useful life of the property when placed in serv-
ice (including at the clection of the taxpayer a useful
Jife deseribed in subzection (m), which élcclion shall
not afleet any ofher clection under such snbseetion), plus
the period of time remaining hetween the first day of the
taxable year for which the deduction is heing computed
and the dafe on which the property is expeeted o be
placed in serviee.

“(7) Erecrric vnniTy prROPERTY.~—For purposes’
of this subsection, the term ‘eleciric utility properiy’
means any fangible property which is heing constructed

by or for the taxpayer and which it is reasonable to he-

Jieve will, when it is placed in serviee, he properly des 'ﬁm
serihed in seetion, 46 (¢) (2) (B) () which is ufal

\\

Lo
=
=

>

-

predoninantly in (he rade or husiness of the [m'ui\hhﬁi
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or sale of cleetrical energy (other than property used
as an infegral part of a [;u'i!ill\" for the generation of ¢lee-
tricity  which usges petrolemn or petrolenm prodin s
(including natural gas) as its principal fucl).

“(8) QUALIFMIED PROGRESS EXPENITULE Ac-
COUNT DEFINED.—Lor purposes of this subsection, the
term “qualified yprogress expenditure account’ means an
account maintained with respeet to an item of progress
(!N})Uﬂ«li(l.li‘(- property, prior to the fime such properiy
is placed in service, and to which fhere 15 charged the
amount of all gualified progress expenditures made hy
the faxpayer during the taxable year for the coustrue-
tion (hy or for the taxpayer) of such propery.

“(9) Apyusrep paraxceE—The adjusted halance
of the gualified progress expenditare account at the end
of the faxable year shall he an amount cqual to the hal-
ance of the account at the end of the previous faxable
year, inercased hy the aggregate qualified progress ex-
penditure for (he i;lxnhlc yedr for the item of property
willt respeet to which the aceount is maintained and re-
duced by the depreciation adjustments allowed or allow-
able by this subseetion \\'iih,.r(-:«p(-é-t to such account for
the previous l:lX:lM;' year, I fq qualified progress ex-
penditure ateound ivrmin:tisw under subpavagraph (11

of this paragraph in any faxable year, then the adju-fed
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halance of sueh account for sueh taxable year and all
faxable years thereafler shall be considered fo he zero.

“(10) AnIUsTED BASIS OF PROPERTY TO WIHCIT

NS SUBSECTION ArPLies.—In the caze of any prog-

ress expendifure property for which there was main-
taincd a qualified progress expenditure account with
respeet to which an allowance for dq_n‘criaiion was
allowed for any faxable year, the adjusted basis of such:
property far the taxable veay in which it is placed in
service (computed without regard {o any adjustment
for depreciation allowed under {liis subsection) shall he
reduced for any depreciation adjustmenis allowed or
allowable under his subscciion with respect to such
qualified progress expenditure noc-m;nt {o the extent any
amount so allowed las not been required to be recap-
fured by reason of paragraph (4) (') of this sub-
seclion, ' A )
“.(11 ) TERMINATION OF miprerioN.—The dedue-
tion for depreciation of a qualified progress expenditure
account shall not he allowed for (and the qualified prog-
yess expenditure account shall terminate as of the first
day of) the carlier of—
“(A) the taxable year in which the dectric

ufility property is placed in serviee, or

FORHN,
s (X5
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q T, “(B) the first taxable year for which prop-
] 2 erly ceases fo be clectric ulility property,
g 3 or for auy faxahle year therealler.
4 4 “(12) Raremaring reearaeNe—The deduction
e 5 allowed by this section shall be considered to he a méthod
' k s ' L d .. . '
k- 6 deseribed in sablisection (1) (2) (B) .
I '
7 A(h) CoNrorMING AMENDMENTS.—
3
8 (1) Section 1245 (a) (2) (relating fo recomputed
o ~
9 Dasis) is amended by striking out “or” at the end of sub-
‘ ] ; ot ¢
3 10 paragraph (C), hy adding a comma and “or” at the
£ 11 - end of subparagraph (D), and hy adding a new subpara- '
12 graph (E) to read as follows—
i :
13 “(38) With respect to any progiess expendifure
14 praperty deseribed in section 167 (n) (2), its ad-
. 15 * justed basis recompuled hy adding thereto all ad-
]
. 16 justments otherwise required under this paragraph,
S .
i 17 plus any adjustments aliowwed under section 167 (n)
3
4 .18 with respeel to a qualified progress expenditure ac-
1 | o
i 19 count attributable to such property, fo the extent
1 :
: 20 cach adjustments have not heen required to he re-
‘ a1 caplured wnder seetion 167 (n) {4} {F)."
.; 22 (2) Section 1230 (b) (relating fo definition of ad-
0 LIS . - . .
23 ditional depreciation) is amended by adding a new snh-
1 fin
‘ a4 e FO0RN
] 21 paragraplt (1) to read as fullows— p(\
: s %)
: = >
o \/
N
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¥ ': “( ,u ._'1"?..‘(-:1)1 “Qddifional depreciation’ also cans
9 : )‘.-th(- ~(‘ <, ;Gﬂl(!)l 1250 property. which is progress
3 ‘/‘l"" ahi:.n' proj,m ly (s defined in section 167 (n) (2))
4 (ho dc-l'-;'ccml-x-..-v adjustiments allowed wnder such seetion
5 with respeet o a qualified progress expenditure ncc:.nmt
6 attribnfable to such property, to the estent such adjust-
7 ments have et heen reqaired to be recaptured under see-
. 8 fion 167 (n) (£) (¥F). In the case of progress expendi-
9_',,,. fire pmpcrt”\"j held for more.than one year after the
10 properly was placed in service, it means such adjustments
11 which, when -combined with all other depreciation ad-

19 - justments atiribulable to such property, exceed the

13‘7 amount of ‘ﬂn.c depreciation adjustments which would
14, have resulted if all such depreciation 'adjusimcnts had
15 heen determified under (he straight-line method of ad-
16 jushnent, using as the basis of such property for the tax-
17 able y(.‘_.'u' the property was placed in service the basis
18 of such property without adju-stmcnt under section 167
19 (n) (10) and as_the ueeful Jile a period beginning on
20 -(hc date the asset was placed in service.”.

21 ; (c) Brreerive Dare~The amendiments made by this

22 scction shall nppb fo qualified progress expenditures made
lelﬂ-f -'/ /7’70’;
23 alter PDecomber-315-1975; in {axable years ending after that

24 dale.
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SEC: 119 ENCOURAGEMENT OF INVESTMENT IN (lu!’.’_‘xl\
PUBLIC BLECTRIC UTILITY (‘Oﬂﬂf()\' STOCK. .
(a) A ENDMENT OF SECTION 305.—Scetion 3035 (re-
Jating to distributions of stock and stock rights) is amended
by redesignating subsection (¢) as subscetion (f) and hy
inserting after subsection "(d) the following new subscetion :
“(¢) DIVIDEND REINVESTMENE 1N Crrrars PopLic
Yreerric Uninity Codyrox Srock.—

“(1) Ix crxEraL—lIixeept as provided in para-
graph’ (2) of this subseetion, pavrﬂgrnphs (1) and (2)
of seetion (b) shall not apply to any distribution of
cligible stock Dy a regulaied public clectrie ufility to
an cligible slif}rolwldcr pursuant to a qualified dividend
reinvestment plan,

“(2) TanrazioN.—The amount of cligible stock
distributed, to an cligible sharcholder in a distribution
to which paragraph (]) applies shall not exceed the
fofal amount (.tl' property such shareholder would have
been entifled to reeeive in such distribution i such
sharcholder had not ('Ivc'(m] to receive stock i liew of
properly )nn\u ml o a gualified dividend remveshnent

4 ORO
plan, multiphied by a action—
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Aeder it L T‘.'“V(A') the numerator of which is the amount

v

wresoft e s reedipts of the distributing corporation

Twhich are derived from the sources deseribed in

-

- subparagraph () of paragraph (4) for the base

period, and

e “YB) the denominator of which is the amount

of all the gross receipts of the distributing corpora-
tion for the hase period.
The limitation preseribed in the preceding sentence shall
not apply if at Jeast 70 percent of the amoant of the gross
receipts of the distribuling c',orpm'miml is derived from
sources deseribed in- subparagraph (.A) of paragraph
(4) for the hase period. For pu.rposvs of this paragrapl,
the gross r.occ-ipls of a distributing corporation which is
a regulated public eleetrie utility solely by reason of sub-
paragraph () (ii) of paragraph (4). (i'c'lalting to a
common parent of an afliliated group) shall be the agere-
gate gross receipts of the members of the group for the
base period, determined Sn accordance with regulations
preseribed by the Seeretary or his delegate.
“(3) OupINARY INCOME WHEN STOCK 18 DIs-
POSED 01— ; :
“(A) I the amount of any disteihution of cligi-

ble stock is not fuchidible in the sross income of o

sharcholder by veason of parageaph (1), then, not-

“RALp

fFO0Ry

dyyors



o et tanding any other provision of this subtitle

e .
!“ o't

% . " 2 ofiv+¢ fhan section 116, such amownt shall he in-
:i e : che fed n the eross income of such sharcholder for
E ; 4 the taxable year in which such sharcholder disposes
i} 5 of such stock. Such amount shall be treated as a
{ . =
2 X oy G . dividend fof purposes of this tifle. The adjusted hasis
i ]
i 7 of such stock immediately bchrc such (’:ircposiﬁml
z B o shall be Increased by the amount includible in gross
: =308 income by reason of this paragraph. For purposes of
i 10 this title any sfock fo which this paragraph applics
z 1 upon the disposition thereof shall be decmed to he
! 12 disposed of before any other stock of the same class.
5 13 “(B) For purposes of ‘this paragraph, a dis-
. 14 : position does not include—
: 15 (i) a transfer by gift to an eligible share-
"j =  holder, or _
4 “(ii) a transfer at death to an cigible
3 - 18 sharcholder.
‘; | - 19 RO GV T cligible stock is transferred to an
1 - eligible sharcholder (other than an organization
- which-is exempt from fax imposed hy this chapter
! 99, S : .
& but which is not a cogperafive deseribed in section
' ?0‘?‘;23\ H21) in a trangaction 'in' \\'hj.vh gain or Joss is not rec-
: .f,’ “ fﬂ‘} ognized (dvlvrnﬁnm.l withou! regard fo this subeee
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- 1 © lion), then suel fransfer shall not be treated as a
0 : digposition for ']_un'pu.\'(-x of this p:u'ngruph‘.
q “(ii) I eligible stock is bransferred to an clipi-
% ble sharcholder (other than an organization which
5 35 exempt from tax imposed by this chapter hut
G which is not a cooperative described in section 521)
= " in a transaction in which gain or Joss is not recog-
ket 8 m>7nized in part (determined without regard to this sub-
9 scction), then the antount included in gross income
10 as a dividend under this paragraph shall hc_ deter-
11 mined in accordance with rog;‘u]ntidus preseribed by
12 the Secrefary or his delegaic:
13 “(1) In the case of a transaction to which sub-
14 paragraph (BB} or (C) applies, stock received in
15 such transaction by the transferor or transferce of the
16 eligible stock shall be deemed to have been received
17 m a distribution of cligible stock \\'])i-ch was not -
18 cludible in gross income by reason of paragraph (1)
19 mder regulations preseribed by the Sceretary or his
20 delegate. The amonnt ncludible as a dividend in *
21 the gross income of such transferor or transferce
29 upon a dispnxi(inn of such stock shall be determined
23 pursuant to regulations preseribed by the Seerefary
. - i :
\_‘? ~7
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or his delegale, (‘:\:('01;1 that such amount shall” not
exceed the dilfference hetween—

“(i) the mmount not includible in the gross
income of the distributee of such stock by reason
of pavagraph (1) of this subszection, and

“(ii) the amount - previously includible in
gross income of any person with respeet to such
stock hy reason of this paragraph,

“(E) It duri‘ng a taxable year an eligible share-
holder ceases {o e a United States person, then for
purposes of this paragraph such person shall he
treated as having disposed of any stock distributed
or deemed di-sh'ilmlcd in a distribufion to which
paragraph (1) of this subsection applies during such
i.ax:ﬂ)]c year at a time when he wag a resident alien.
The amount includible in gross income upon such
disposition shall he treated, for purposes of part I
of subchapter X' (section 861 and following, relat-
ing to deternination of sources of income), as de-
rived from sonrces within the nited Staies.

“(4) Duerxarroxs—Tor purposes of his seetion—

“(A) ReULATED PURBLIC BLECHRIC U
1yThe ternn ewnlated public clectrie ntiliy
means-= .

“) A regulated pullic atility that §s a
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1 " domestic corporation al icasl 30 percent of the
=4 : grogs receipls ul" which fur the hase period are
3 derived from the furnishing or sale of clectric
4 energy, if the rates for such furnishing or =ale
5 have been established or :1])1))'()\'('(1 by a State or
G ‘ political sn‘.»d‘i\'isiun thereof, by an ageney or
7 instrumentality of the United States, by a pub-

8 lic service or publie ufility commission or other
9 similar body of the District of Colunbia or of
10 any State or political or subdivision thereol, or
11 by a foreign country or an agencey or instrumen-
12 fality or political subdivision thereof, or

o] . N 0 vy

13 “(i1) the common parent of an affiliated
14 group of corporations (as defined in section
.15 > s ; . : .
15 1504) (whether or not a consaolidafed return is
16 filed under section 1501), at-least one member
L of which qualifies as a regulated publie electric

ility wnder ‘dause (1) : Provided, That 30

18 utility wnder clause Provided, 'l

; reent or more of the aggregale gross receipls
19 sereent or more of the ageregale gross receipt
) of such group for the hase period determined in
21 accordance with regulations preseribed by the
A

Seervetary or his delegate s derived from the

¢ : . e

23 sources descrihed in clanse (i),

9, . : =

4 I the taxpayer establishes to the satisfaction of
& the Seerelary or his deledate that s revemue

4 FORO\\
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from regulated rates deseribed in the preceding sin-
fence and its revenue derived from nn.rvgul:m-d rales
for the furnishing or sale of electric energy are de-
rived from the operation of a xingle infercomected
and coordinafed system or fr(.nn' the operation
of more than one such system, and that the unregu-
Jated rates have heen and are substantially as favor-
able to users and consumers as are the regulated
rates, then such revenue from such unregulated rates
shall be eonsidered as income derived from regulated
rates for purposes of this paragraph.

“(B) Base Pemon~—The ferm ‘base period’
means the Jesser of—

3 “(i) all 5 taxable years, or
“(i) .:l\ll of the taxable ycars,
of the distributing corporation immediately preced-
ing the faxable year of the distributing corporation
in which flie distribution is made.

“(C) QUALTIED DIVIDEXD REINVESTMENT
rLAN.~—The ferm ‘qualified dividend reinvestinent
plan’ means a written plan adopfed by a regulated
public eloetric utility under which its shaveholders
may cleet o receive a 'dis(llfihu(im\, otherwize {ax-

able as o dividend and ofherwise payable in prop-

erty, in whole or in parl in shaves (including frac-
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fional shares) of eligible stock equivalent in value
(determined as of the record date of such distribu-
tion) to the amount of the dividend otherwise pay-
able in property.

“(D) Bucisne snarenouher.-—~The lerm
‘ligihle sharcholder’ means any person who im-
mediately after the receipt of cligible stock js a
United States person,

“UI5) Eucimie stock~—The term ‘eligible
stock’ means stock of the same class as the stock
with respeet to which sueh stock is distributed.”.

(b) AMEXDMENT 01 BECTION 307.~Scction 307 (re-

Jating to basis of stock and stock rights acquived i distribu-

tions) is amended by redesignating subsection (¢) as sub-
seetion (d) and By inserting after subsection (h) the follow-
mg new subseetion:

“(¢) QUALIFIED REINVESEMENT 1’1.‘\:.\' Or REGULATED
Punrac Brecereie UninTy,—If a regalated public clectrie
ulility distributes its stock i a transaetion fo which section
305 (¢) (1) applies, then subxection (a) shall not apply and
(he hasis of such stock shall he zero.”,

(¢} Amexpyesrt or Seeriox 312.—Scetion 312 (ve-

lating to carnings and profits) is amenddd hy adding the fol-

Jowing new subsection iediately after subseetion (i) :K\
S UR R ;s Q 2

| =

“Un) Quarieien REiNvestaesT 1'LAx o Red-|

\

=
Y

2
R

FORSN

/
1
\\

i- I

W hyan

Y

<

e



. - 68 -
] : : g JATED Pusric Ernecrric Uninrey..—In the case of a dis-
y e

Sy tribution of stock to which seetion 805 () (1) applics, the

i g carniugs and profits of lhc.c-m'p-m'zltinn (to the extent

. :

f 4 tbereof) shall he deercased hy' the fair market value of such

§ 5 stock on the reeord dafe of such disiribuiton.”.

3 %

1 e 6 ., (4) Adexpyrexs oF SeerioN 562.—Scction 562 (re-
g lating o dividends eligible for the deduction for dividends

_ g Daid) is amended by adding the following new subscection

i 9' mmediately after subsection (d) :

10 : ~ “(e) Quanariep Ruersvesyyeyt Praxy or Recu-

i :

‘: 41 Larep Peeric Euecrrie Urnary.~—The amount of any dis-

l 19 tribution to which section 803 (e) (1) applies shall be con-

13 Sidered a dividend for imrposes of computing the aividends

14 Daid dcciucl]on in the taxable year of the distribution in which

15 such stock isdistributed or considered distributed.”.

16 €®)-:" EFFECTIVE DATE.

17 The amendments made by this se«;tion shall aprly only

St ¥ 2 )
18 with respect to distributions made after the date of

19 efiaé¢tment of this s:ection. ‘and before January 1, 1981.

[, 0 BUE TR S, S - P s SIS . . S _— )
20  SIHIE AR e cesviaspmmROER S ERaTE

91 SEC. 120 RATEMAKING TREATMENT.
99 (a) Ixcrnusiox or Quanieiep Irocress EXPRNDI-

o3 TURES IN Rare Basg—Seclions 6 (a) (1) (I7), 167 (n),

i
3
i
.
i
§
3
}
§
i
:
i

ag oud 189 of the Internal Revenwe Code of 1934, as added or

o3 redesignated by this Aet, shall apply fo a faxpayer only if




R o O i 8

<t

-e rmahn R S
los} ~J (=>]

L

" L.
e i o e e, | 8 W i M e @1

i oah

Sab

st e AN

; it 8
the rates which the (u.\'lm‘;'cr is auntherized to charge o cus-
fomers by an ageney deserihed i section 6 (e) (3) (B) of
the Internal Revenue Code of 199+ are computed (withont
any reduction by reason of an-allowance for the cost of funds
used during construction) “hy reference to a hase (lo which
the lu'xlmycr’s rate of return for ra[cmﬁking purposes 13
applied) that ncludes quu]jﬁlod progress expenditures  (as
" defined in section 167 (n) of the Infernal Revenue Code of
1934, as muended by this Act). 1L (by reason of the preced-
ing senfence) the provisions of seetions 46 (a) (1) (17), 167
(n), and 189 of {he Internal Revenue Code of 1954, as
amended by this Act, become inapplicable to a taxpayer
alter having heen applicable to sueh faxpayer, the preceding
senfence shalt apply fo (“Sz‘l”O\\: any credit or deduction
otherwise allowed by such sections (in excess of the eredit
or deduction which would have heen allowed had sueh see-
tions not been enacled) for— —

(1) all taxable years of the taxpayer (for which
the assessment of a deficiency is not barred by any law
or rule of Jaw) beginning prior {o the date on which such
seetions become inapplicable, and

(2) all taxable years of the taxpayer bcginhing alter

such date and ending priop to the first subsequent date
. 4 , 2y - F0%,
as of which the faxpayer is authorized hy an agenev/g

vua\\

o

{ <<
\ W

deseribed in -“"““”ﬁ‘y 16 (c) (3) (l_'») of the Internal Rev- \)\j
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enue Code of 1954 (o charge to customers rafes con
puted hy reference to a base (to which the taxpayer’s
yate of return for ratemaking purposes is applied) which
includes. qualified progress expenditures as defined n
section 167 (n) of the Tnternal Revenue Code of 1954,
as amended by this et

(b) Errrcnve Dare—The Jimitations contained in

the first sentence of subseetion (a) shall not be applied prior

to the c_arlicr of : ‘

(1) the date of the first final determination (made
more than 90 days after the date of enactment of this
seetion) by an entity deseribed in seetion 46 (¢) (3) (D)
of the Internal Revenue Code of 1954 which involves
the compulation of the hase to, which the taxpayer’s
yate of return for ratemaking pm'p'nsus is applied or,

(2) the taxpayer’s first i:lx;11:1(- year heginning after
the Jater of—

(A) December 31, 197?}, or

(B) the d:\lc. 6 months after the opening of the
first yegularly xeheduled session of the legislature of
the State (or other politieal subdivision of the United

States of which the (.‘H[.l(‘\' dexcribed in subseetion

(n) s 2moageney) following the date of enactmen

of this seetion.




SUBTITLE D -- BROADENED STock OWNERSHIP PLANS
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SEC.i21. ﬁROAbENEﬁWSTOCR OﬁNEﬁSHiP PLANS.

Subchapter D of chapter 1 of—the—internad-Resrenae
Gode—pf-lfd54 (relating to deferred compensation, etec.) is
amended by adding at the end thereof fhe‘f%l}owing new part:

"Part III - Broadened Stock Ownership Plans.

"Sec. 428, Broadened Stock Ownership Plans,.

WSEC. 428, BRbADENED STOCK OWNERSHIZ2 PLANS.

"(a) Broadened Stock Ownership Plan.--For purpcses of
this secction, the term 'broadened stock ounership plan' means
a trust creagcd or organized in the United States for the

exclusive benefit of an individual or his beneficiaries, but ~Fosrpy
o 2\

o

a\

s 3 . o (3 IQ 1
only if the written. governing fuwstrument creacing the trust [z
(4

u!_' l/H

» f’
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meets the following requirements:

‘"(1l) Except in the case of a rollover con-
tribution described in subsection (d)(4):

"(A) no contriﬁution will be accepted
unlesé it is in cash;

"(B) contributions will not be accepted
fér the.taxablé year in excess of $1/ 500 on
behalf of any individual; and

") contributions will not be accepted
on behalf of any individual for the 2 taxable
yeafs succeeding the taxable year'iﬁ whicn a
payment or distribution taxable to the'ipdividual
qﬁder subsection (d) (2) is made,.

“(2) The trust is designed to invest solely
in common stock of domestic corporations.

. Me3) fhe trusteé is a bank (as defined in
.section 401(d) (1)) or such other person who
'demonstrates to the satisfaction of the Secretary
or his delegate that the manner in which sucn other
person will administer the trust will be consistent
with the requirements of this section, ﬁrovided
that an individual ﬁgr whose benefit the trust is
maintained may be granted, under the written governing
instruméht, the power to control the inyestment of

the trust funds either by directing investments
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(including reinvestments, disposals, and exchanges)
or by disapproving proposed investments (including
reinvestments, disposals, or exchanges).

"(4) The assets of the trust will not be
commingled with other propert& except in a common
trust fund or common‘investment fund. d

"(5) Contributions recgived by the trustee during
a particular taxable year will be allocated to a separate
‘class year account. Dividends and capital gains and
losses received or realized by the trustee.duriﬂg a
particular taxable year will be allocated among class
year accounts on any reasonable basis., The interest of.
an individual in each class year account may not be paid
or distributed before the end of the 7th taxable year
following the taxable year for which such class year
account was established, exéept in the case of death or
disability.

"(6) The iﬁtergst of an individual in the

balance in his class year accounts is nonforfeit-

able.

An individual for whose benefit.a class year account is

- maintained may be granted, undexr the written governing
-¢

instrument, the right to direct the trustee as to the

is to be voted. =

manner in which the common stock allocated to such account
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"(b) Broadened Stock Ounership Anmuity.--For purposes
of this section, the term 'broadened stock ownership annuit&'
means a contract for a‘variable annuity, as determined under
regulations prescribed by the Secretary or his delegate (seec
section 801(g) dealing with contracts with reserves based on
segregated asset accounts), issued'by an insurance company
which meets the followiﬁé’requirements: :

"(1) Except in the case of a rollover contribu-

tion described in subsection (d) (4):

"(A) no premium will be acceptgd unless it
is in cash;

"(B) the annual premium under the contracﬁ
will not exceed $1,560 and any refund of préﬁiumsv
will be applied before the close of the caiendar
‘yvear following the yéar of the refund toward the
payment'df future premiums; and

Sl { +) bremiums will not be accepéed for the
2 taxable years succeeding the taxable year in
whiéh a payment or distribution taxable to the
individual under subscetion (d)(2) is made.

"(25 Allassetsatpributable to premium payments
will be invested solely in common stock of domestic
corporations,

"(3) Assets attributable to the-.contract will .

not be commingled with other property except in a (; 2
o ] . >
segregated asset account established for such annuity\? v/
. % _
o R

contracts.
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- tion of employeés (which may include emplqyges‘within the

-

"“(4) Premiums that are received by the insurance
company during a particular taxzable year will be allocated
to a separate class year account. Dividends and capital‘
gains and losses on stock attributable to the contract
that are received or realized by the insurance company
during a particular taxable year will be allocated
among class vear accounts on any reasonaé&e basis. The
interest of an owner in each class year account may not
be paid or distributed before the end éf the 7th taxable
year following the taxable year for which such class year
account was established, except in the"ca§e of death or
disability. ' : ‘

'(5) The entire interest of the owner is non-

forfeitable.

The owner may be granted, under such an annuity con-

‘tract, the right to direct the insurance company as to

the manner in which the common stock allocated to him is
to be voted, and the power to control the investment of
assets attributable to premium payments either by directing
investments (including reinvestments, disposals, and ex-
changes) or b& disapproving proposed investments (including
reinvestments, disposals, or exchanges).

"(c) Accounts Established by Employers and Certain

-

Associations'of Employees.--A trust created or organized in
the United States by an employer for the exclusive benefit
of his employees or their beneficiaries, or by an associa~

-

meaning of secticn 401(e)(l)) for the exclusive benefit of
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its.membe¥sqor their beneficiaries, shall be treated as a
Eroadened stock ownership plan (described in subsection
(a)), but only if the written governing instrument creating
the trust meets the following requirements:
"(l) The trust satisfigs the requirements of
paragraphs (1) ﬁhrough (6) of subsection (a).
"(2) There is a separate accounting/for the
interest of each employee or member,
The assets of the trust may be held in a common fund for
the account of all individuals who have an interest in:
the trust, | gy .
.."(d) Tax Treatment of Dist?ibutions.—- .
(1) 1In General.--Except as otherwise provided
~in this subéection, any amount paid or distributed
. A
out of a broadened stock 6wnership plan or under a

broadened stock ownership annuity shall be deemed to

have been withdrawn first from contributions accepted

for the taxable year in which the payment or dis-
: tribution is received and then from the earliest

class year accounts on a first-in, first-out

basis. Amounts deemed to have been withdrawn from a
class year account or accounts shall be included in

the gross income of the payee, distributee, or individual
-¢ )

for whose benefit such plan or annuity was-cstablished}/,?;\\\
R
% 0

<

N

3

as the case may be, for the taxable year in which the{f .
- }
/

|

\T &
wirua

payment or distribution is received. The basis of any’ e
“, ~ 7‘/

person in cach class year account is zero. i

¥y 3 '
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ot 3 Capital Gains Treatment.~-Aﬁy.émount deemed

to have been withdrawn from a class year account estab;
lished more than 7 years before the taxable year in which
the payment or distributicn is received, and any
amount paid or distributed on account of the death
of the individuél for whose benefit the’%roadened stock
ownership plan or broadened stock ownership annuity
was established, shall be treated as a gain from the
sale or exchange of a capital asset held for more than
6 monthé. i
"(3) Premature Distributions.-- 3

""(A) In General,--If any portion cf a payment
or distribution from a broadened stock ownership
blan or under a broadened stock ownership énnuity
to or on behalf of the individual for whose benefit
such plan or annuity was established is deemed to
have been withdrawn from a class year account
‘established during the 7 years before the taxable >
year in which the payment or dist{ibution is re-
ceived, then, unless such payment or distribution
is made on account of the death of the individual
for whose benefit the plan or aﬁnuity was established,

-

such individual's tax under this chapter for the

taxable year in which such payment or distributiogxﬁf?3;;\
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is received shall be increased bf an amount
equal to 10 percent of such portion of the pay-
ment or distribution.

"(B) Disability.--Subparagraph (A) shall
not apply if the amount paid or distributed is
attributable t; the taxﬁayér becomiég disabled
within the meaning of section 72(m) (7).

"(4) Rollover Contribution.--An amount is des-

cribed in this paragraph as a rollover contribution if

it meets the requirements of subparagréphs (A) and (B).

“"(4) 1In Géneral.—fParagraph (1) .does not

apply to any amount paid or distributed out of a

.broadened stock ownership plan or under a broadened

stock ownership annuity to the individual for whose

benefit the plan or annuity was established if
the entire amount received (including money and

any other property) is paid'into a broadened

stock ownership plan or a broadened stock owner-

ship annuity for the benefit of such individual

‘not later than the 60th day after the day on which

he receives the payment or distribution;_ Any

such amount shall, in the hands of the.transferee,

a'§

. 14
be decmed to be held in the same class year account

as that from which the payment or distribution was

made., A
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"{B) Limitation.--This paragrapﬁ does not
apply to any amount described in subparagraph (A)
received by an individual from a broadened stock
ownership plan or under a broadened stock ownef—
ship annuity if at any time during tne 3-year |
period ending on the day of such receipt sucn
individual received any other amount described
in that subparagraph from a broadened stock
ownership plan or under a broadened stock owncr -
sﬁip annuity which was not includible }n.his
gross income because of the application of tnis
paragraph.

L]

"(5) Excess Contributions Returned Before Due
. : .

Date of Return.--Paragraph (1) does not apply to the
distribution of any contribution paid during a tax-
able year to a broadened stock ownership plan or for
a broadened stock ownership annuity to the extent
that such contribution exceeds the amount allowable

as a deduction under section 220 if--

"(A) such distribution is received_gn or

before the day prescribed by law (including

R
.\:O"D(\
< f_‘
- ,:rl =



£\

5 ’: . v %) .

extensions of time) for filing such individual's
return for such taxable year,
"(B) no deduction is allowed under section
220 with respect to such excess contribution, and
"(C) such distribution is accompanied by
the amount of net income attributable to sucn
excess contribution, p
Any net income described in subparagraph (C) shall be
included in the gross income of the individual for
whose benefit the plan or annuity was established for
the taxable year in which received. .
"(6) Transfer of Plan or Annuity Incident to
Divorce.--The transfer of an individual's interest in
a broadened stock ownership plan or a broadened stock‘
ownership annuity to his former spouse under a divorce
decree or under a written instrument incident to such
divorce is not to be considered a taxéble transfer made
by such individual ﬁotwithstanding any other provision
of this subtitle, and such interest at the time of the
transfer is to be treated as a broadenes stock ownership
plan or a broadened stock ownership annuity of such
spouse, and not of such individual. Thereafter such
plan or annuity for pﬁrpdses of this subtitle is to be
treated .as maintained fof the benefit of such spousec.
"(7) LEffect of Pledging Plan or knnuity Assets asf???g\\
A <

1

12
, Ve

Sccurity.--If, during any taxable year of the individ

AN
oD
& RN

&

/¥

for whose benefit a broadened stock ownership plan or '\

-
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broadéned stock ownership annuity. is maintéined, that
individual uses the plan or annuity or any portion
thereof as security for a loan, the portion so used
-shall not be treated as distributed to such individual
except to the extent that the lender forecloses upon
the security. ‘
"(e) Tax Treatment of Broadened Stock Pwnership
Plan.-- ‘

"(1) Exemption from Tax.Q—Any broadened stock
‘ownership plan is exempt from taxation under this -
subtitle unless such plan has ceased to be a broadenzd
stock ownership plan by reason of paragraph (2).
Notwithstanding the preceding senténge, any such plan
is subject to thé taxes imposed by section 511 (relating
to.imposition of tax on unrelated business incbme of

charitable, etc., organizations).
"(2) Loss of Exemption.--

"(A) In General.--If, during any taxable
year of the individual for whose benefit any
broadened stock ownership plan is maintained, the
ﬁlan engages in any one of the disqualifying
transactions described in subparagraph (B), the
plan'will cease to be a broadened stock ownership

plan as of the first day of such taxable year.

: AL
For purposes of this paragraph, the scparate /g“ £

{
‘Q

= =
> =

account for any individual within a broadcned

<. ¥
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stock owncrship plan maintained by an employcr e
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or association of employees is treated as

a separate broadened stock ownership plan.

"(B) Disqualifying Transactions.--For

purposes of this paragraph, the term 'disquali-

fying transaction' means--

¢

"(i) the acquisition of/ common stock
from the individual for whose benefit the
plan was established, except in the case of
a rollover contribution described in sub-
section (d) (4); -

"(ii)' the acquisition of copmonhstock

for more than adeaquate consideration from

a 'disqualified person' as defined in

section 4975(e), applied as though the

provisions thereof related to broadened
stock ownership plans;

“"(iii) the sale of common stock for
less than adequate consideration to a dis-
qualified person as so defined;

"(iv) borrowing to acguire common
stock; or

"(v) loaning plan assets to the

individual for whose benefit the plan was
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established without the receipt of adequate
security and a'reasonable rate of interest.
"(C) Plan Treated As Distributing All Its

Assets.--In any case ia which a plan ceases to

be a broadened stock ownership plan by reason

of subparagraph {(A) as of the first/day of any

taxable year, paragraph (1) of subsection (d)

shall apply as if there were a distribution on

such first day in an amount equal to the fair
market value (on such first day) of ali assets in
the plan (on such first day). ’

‘"(3) Commingling Broadened Stock Ownership Plan
Amounts in Certain Common Trust Funds and Common In-
‘vestment Funds.--Any common trust fund or common
investment fund of broadened stock ownership plan
assets which is exempt from taxation under this sub-
title dﬁes not cease to be exempt on accoﬁnt of the
participation or inclusion of assets of a trust
exempt from taxation under section SOi(a) which is
described in section 401(a), or of an individual
retirement account described in section 408(z).

“(f) GCommunity Property Laws.--This section shall be

3

applied without regard to any community property laws.




"(g) Custodial Accounts.--For purposes of this sec-

tion, "a custodial account shéll be treated as a trust if

the assets of such account are held by a bank (as defined
in section 401(d) (1)) or another person who demonstrates,

to the satisfaction of the Secretary or his delegate, that

the manner in which he will administer the accbunt will be
consistent with the requirements of this section, and if

the custodial account would, except for the fact that it is
not a trust, constitute a broadened stock ownership plan
described in subsection (a). For pufposes of this title,
in the case of a custodial account treated as a Frpst by
reason of the preceding sentence, the gusfodian of such
account §ha11-be treated as the trustee thereof.
. "(h) Reports,--The trustce of a broadened stock owner-
ship pian'and the issuer of a broadened stock ownership annuity
shall make such reports regarding such plan or annuity to
the Secretary or his delegate and to the individuals for whose ben-
efit the plan or annuity is, or is to be, maintained with
respect to contributions, distributions, and such other matters
as the Secretary or his delegate may require under regulations.
The reports required by this subsection shall be filed at such
time and in such manner and furnished to such individuals at éoég\\
. 2\

%
such time and-in such manner as may be required by those (g//
«C

21

0 J
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regulations, % ’;7
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"(i) . Cross Reference.~--For tax on excess contributions

] -. @ ~ 1
to a broadened stock ownership plan or amnuity, sce section 4976.
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; SEC. 5. CONTRIBUTIONS TO BROADENED STOCK OWNERSHIP PLANS.
(a) In General.--Part VII of subchapter B of chapter 1
eé—the—%nterna&wﬁevenﬂt'eﬁﬂE'ﬁf'?@ﬁﬁ’(relating to additional
itemized deductions for individuals) is amended by redesig-
nating section 220 as 221 and by inserting after section
219 the following new section: : /
"SEC. 2207‘, CONTRIBUTIONS TO BROADENED STOCK OWNERSHIP PLANS.
"(a) Deduction Allowed.--In the case of an individual,
there is allowed as a deduction amcuntse paid in cash during
the taxable year by or on behalf of such individual for his

benefit --

[

(1) to a broadened stock wneréﬁip plan described
in section 428(a),.or

(2) to a broadened stock ownership annuity ‘described
in section 428(b) , '
brovided, however, that no deduction shall be allowed for
the 2 taxable years succeeding the taxable year in which
a payment on distribution taxable to such individual under
secfion 428(5)(2) is.made. For ﬁurposes of this title, any
amount paid by an employer to éuch a broade@ed stock ownership

plan or for such a broadened stock ownership annuity constitutes

payment of compensation to the employee (other than a self-

o

FO»
= L 4 e o L £ e 2 = %‘
employed individual who is an cmployee within the meaning o£/€/’—ﬁ\

-§ { o

section 401(c) (1)) includible in his gross xincome, whether 3

Lo

-{d’l{\lq\‘\/

or not a deduction for such payment is allowable under this b

_section to the cmployee after ths application of subsection (b).

ik ®
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"(b) Limitations and Restrictions.--

(1) Maximum Dcduction.~~The.amount allowable
és a deduction under subsection (a) to an individual
for any faxable year may not exceed an amount equal
to-15 percent of the compensation includible in his
gross income for stich taxable year, orw$1,500, which-
ever is less, multiplied by a fraction, the denomina-
tor of which is $20,000 and the numerator of which is
$20,000 minus the excess of such compensation over
$20,000. |

"(2) Recontributed Amounts.--No deduction is
allowed under this éection with respect to a roll-
over contribution described in section 428(d) (4).
_"(c). Definitions and Special Rules,--

(1) Compensation,--For purposes.of this sec-
tion, the term {compensgtion' includes earned income
as defined in section 401(c) (2).

“"(2) Married Individuals.--The maximum deduction
under suﬁsection (b) (1) shall be compufed separately

for each individual, and this section shzll be

applied without regard to any community property

laws
=%
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(b) Deduction Allowed in Arriving at Adjusted Gross

Income.-~-Section 62 (defining adjusted gross income) is

amended by redesignating‘paragraph (11) added by P.L. 93-483,
section 6(a), as paragraph (12) and by inserting after such
paragraph (12) the following new paragraph: }

"(13) Broadened Stock Owﬁership Plans,.~~The

deduction allowed by section 220 (relating to

(:;ﬁq broadened stock ownership plans)." :
18 -
l ::%ﬁi:\)w TAX ON EXCESS CONTRIBUTIONS TO BROADENED STOCK

N

OWNERSHIP PLANS.
Chapter 43 of~the—Internal-Revenuwefote=of 1958 (re-
- lating to.qualified pension, etc., pléns) is amended by
‘adding at. the end thereof the following new section:
; "SECL 4976. TAX ON EXCESS CONTRIBUTIONS TO BROADENED
STOCK OWNERSHIP PLANS,
"(a) Tax Imposed.--In the case of --
(1) a broadened stock ownership plan (within
the meaning of section 428(a)), or
(2) a broadened stock ovnership annuity (within
the meaning of section 428(b)), .
established for the benefit of any individual, there is

imposed for.cach taxable year a tax in an amount equal to

6 percent of the amount of the excess contributionsto suchyZ, Fos,
ey
LY
.yll

individual's plans or annuities (detcrmined as of the cldse
: - - ; [l\, ) ﬁ’!
of the taxable year). The amount of such tax for any tnxhﬁlf;dw}f

year shall not exceed 6 percent of the value of the plan or
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annuity (qetermined as of the close of the taxable year) .
The tax imposed by this subsection shall be paid by such
individual. 4 . /
"(b) Excess Contributions.--For purposes éf this
section, the term 'excess contributions' means the sum of--
"(1) the excess (if any) of--
"(A) the amount contributed for the
taxable year to the plans or annuities (other
than a rollover contribution desé%ibed in
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