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THE WHITE HOUSE 

WASHINGTON 

May26, 1976 

MEMORANDUM FOR ECONOMIC POLICY BOARD 
EXECUTIVE COMMITTEE MEMBERS 

FROM: 

SUBJECT: 

WILLIAM F. GOROG ~ 

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 r~lated to job creation to serve as a rallying point for 
Congressional opponents of the Hwnphrey-Hawkin·s 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 



The Comprehensive Job Creation and Non-Inflationary 
Growth Act of 1976 

Sec. 1. 
Sec. 2. 

Title 1: 

Surooary of Provisions 

Title 
General Findings 

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 establishtlent of macroeconomic policies to 
\Cl" strengthen consuoer demand and encourage business investment. It 

0~ 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 economy by the consumer, 
the favorable outlook for reasonable returns for the investor 
and the adoption of prudent fiscal and monetary polictes by the 
government. 

Sec. 101-110: To provide. for individual income tax reductions and 
· the simplification of the Federal tax law to ensure 

continued growth in consuner demand: 

A. Atnen.d :the :(n te:rnal .Revenue Code to increase the 
personal exemption frow. $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 inc0e1e allowance 
and percentage standard deduction. 

C. Amend the Internal Revenue Code to provide for a 
reduction in individual incooe 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. Aaend the Internal Revenue Code to provide for a 
permanent 10% inve?treent tax credit. 

B. Amend the Internal Revenue Code to provide for a 
reduction in naximum corporate income tax rates 
from 48% to 46:~, and to make permanent the current 
temporary tux cuts on the first $50, 000 of cor­
porate income. 
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c. Amend the Internal Revenue Code to provide for a 
permanent 12% 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. 

D. 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. 

E. 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 incom~ tax. 

Sec. (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. 

Sec. 129-133: To make it easier to continue the family ownership 
of a small business or farm: 

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. ·' · (,. 

( 
<:P • 

~ ;j 

• 
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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 marit~l qeductions. 

Sec. 134: 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 uneraploy~ent. This title recognizes 
the need to continue to deal with the :inmediate problem of cyclical 
uneraployoent and to develop and strengthen the mechanism to deal 
with the possibility of such unemployment in the event of future 
econon.ic cycles. 

Section 1: In nddition 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 
reforns are intended to strengthen the financial integrity 
of the system which has been severely undermined by the 
corabination of an unrealistically low wage base and 
tax rate and the severity of the recession. 

A. Amend the &iployment Security Act to ~trengthen 
the financing of the uneraployraent insurance system. 

B. .kl.end the Employment Security Act to expand the 
coverage of the unemployment insurance systea 
to farra workers, certain public employees and others. 

C. Establi~h a national study commission to exaraine 
thoroushly the uneraploytaent insurance system and 
its impact on the economy and tiake recoomendations 
to the President and the Congress on further 
reforms. 

Section 2: Araend the Internal Revenue Code to provide for accelerated 
depreciation for plant construction and equipment in 
areas with tmemployment in excess of 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 faci3:ities would be amortized over five years. 

Section 3: Direct the Secretary of Lnbor to develop a series of evaluations 
of existing counter-cyclical programs to assess their effective­
ness, cost and speed of impleraentation so as to provide 
for a nore effective response to cyclical fluctuations 
in the future. Such experinents should include, but 
not be limited to, the effectiveness of public service 
employoent, public works p:rogrru:is, training and retraining 
progrnns and employment tax cre<lit neasures. 
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Title 3: Long Term and Structural Unemploynent Renedies 

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

Little progress can be made in achieving a better trade 
off between uner.iployoent 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 1: Direct the Secretary of Labor to ensure that Labor 
Department programs more effectively address the probiems 
of long tern unemployment and of structural unemployment . . 
stemoing 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
ments for institutional and on the job training, 
work experience, vocational education, job place­
ment services and transitional public service employ­
ment for the cconomicn.lly d isadvantag·ed uneo.pl·oyed 
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 national training programs for criminal 
offenders, Indians, migrants and the severely 
disadvantaged youths through Job Corps is address­
ing the problems of long term unenploym.ent and 
the transition from school to work. 

C. Provide for the continuation of CETA Title 2, State 
and local public service er.iploynent progr&~s in 
areas of high unemployment. 

D. Provide for continuation of CETA sUt-n..r.ier youth 
programs providing jobs for the economically 
disadvantaged youth population. 

E. Redirect temporary eraplo}'I:lent assistance for 
public jobs in areas of substaniial unemployment 
to pr:i.r.iarily assist. those persons suffering long 
tenn unemployment or who have exheustcd their 
unemployment insurance benefits. 

I 
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Sectio·n 2: Authorize through the Supplemental Community Develop­
ment Act block grants to States and cities and counties 
with unemployment above 8% earmarking 75% for l:letro­
politan cities and urban counties. 

Section 3: Direct the Secretary of Comnerce to ensure that the 
Departoent' s prograras are aimed at expanding job opport­
unities in areas suffering industrial blight or persistant 
unemployment. 

A. Ensure the effective targetting of EDA public 
works progroms 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 progral'.l providing 
for direct loans for plant and equipment, working 
capital loan guarantees and direct working capital 
loans eff~ctively supports efforts at revitalizing 
economically depressed areas or areas suffering 
industrial blight. 

C. Ensure a continuation 'of EDA technical assistance 
for ftmding, training, planning and management 
assistap.ce activities in the support of programs 
directed at revitalizing econooically depressed 
areas or areaG suffering industrial blight. · 

Title 4: Efficiency of Labor Markets 

It is the purpose of this title to prrnnote increased 
efficiency in labor markets by providing ~proved information and 
ascistance in developing job opporttL~ities. This will serve to 
reduce frictional unemployraent in the labor force and provide for 
a snoother transition from school to work or froui. inactive to active 
participation in the labor force. 

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

Section 2: Provide for continued e..~perimentation in relocation 
assistance and develop progrn;ns for implementing such 
assistance on a larger scale where appnipriate. 

~ . \ 
) 
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Section 3: Direct the Secretary of Labor to imp~ove the dis­
semination of infornation 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 mechanisns 
greater cowuunication and cooperation among 
employer groups and training activities to provide 
improved inforuntion on shifting demand patterns 
in labor nnrkets, both geographically and in 
industry sectors. 

Title 5: Reform of Government Regulatory Functions (omitted from 
earlier drafts) 

Title 6: Policy Coordination (involving role of EPB; omitted 
from earlier <lratts) 



A BILL 

To provide for a comprehensive approach· to the problems 

of job creation through complementary policies ·which encourage 

·. ~d J... "f('l~ h 1 d" . b .. sustaine non-in a. tionary growt ea ing t~ JO opportunities 
~ ~~ f)-WH ~ -to 6cr 7- ~ · I ~, ~,,,(. 

for the growing American labor force, to focus go'l'Jernment activi-

~he uni~ue characteristics of ~yclical and structural 

unemployment, and to a-ssure coordina~ of government policies 
.\-of 
-~achieve~ these.goals. 

SECTION 1. SHORT TITLE. 

(a)SHORT TITLE.-This Act may be cited as the "Comprehensive 

Job Creation and Non-Inflationary Growth Act of 1976. 11 

SECTION 2. GENERAL FINDINGS 

(a) IN GENERAL.--The Congress finds that the Nation has 

recently suffered substantial unemployment and underdevelopment 

concurrent with significant increases in the rate of inflation. 

While both unemployment and inflation rates 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 under 

conditions of genuine full employment. 
(2) Insufficient production is available to meet 

pressing national priorities. 
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(3) Workers arc deprived of job security, sldll development, 

and productivity necessary to maini~in and advance their 

standards of living •. 

(4) Business and industry are deprived of the production, sales, 

capital flow, and productivity necessary 1.o inaintain 

adequate profits, create jobs, and contribute to meeting 

societies' economic needs. 

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

(1) Providing meaningful, productive jobs for every An~erican 

who seeks work in the context of a growing non-inflationary 

economy is a great goal towards which all Americans 

strive. Creating such·productive jobs to absorb our 

· continually expanding labor for'ce, however, is a complex 

anq challengin~ task. It involves harnessing the ingenuity 

and the vast economic resources of this country so as to 

provide meaningful and productive employm.ent opportunities 

for all our citizens. 

(2) '.fhe cornerstone of such an effort must be the maintenance 

of sustained real growth in the aggr~gate economy so as 

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 wonicn seeking jobs. In the short terni and o! niost 

im.rnediate concern arc those inernhers of the labor force 
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who are either unemployed or underemployed as a result 

of the re cent business cycle. 

(3) It is also necess<l;ry 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 a hand£~ 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 necessary 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 



. 
n~cds of society. Creati·ng make-work jobs whether within 

the government or the private sector will not fundamentaily 

--; 
solve the problem. Such make-work jobs only ad~ to 

inflation in that real wages are being paid for non-productive 

work. Neither do subsidies provide a lasting solution because 

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 govermn.e~t ser\•ices, such as the services of 

teachers, firemen, policemen, etc., the vast ~ulk o! the goods 

·and services demanded by our citizens are produced by the 

private sector. Thus, any realistic solution to the problem 

must rest in energizing the private sector so as to provide 

· meaningful productive jobs in the economy • 
.. 

(c) CAPITAL FOF}1"ATION.--The Congress further finds: 
..-

(1) To provide jobs for those presently out of work and for 

those who will be entering the labor force in the years ahead 

n1.orc capital inv.estn~ent is essential. Capital fori-nation, 

through tax incentives and other met}1ods, is one of the 
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primary ways to create productive, tax generating, and 

long-term job·s in an environment free from. inflation. Unless 

investment in factories and machines is substantially larger 

than it has been i1:1 the past, it will not be possible for the 

economy to provide joqs for all who are able and willing to 

work. We must not condemn our fellow citizens to 

U?employment because the modern tools needed to compete 

in world markets are· lacking. Consequently, the stimulation 

of capital formation deserves the highest priority as the 
• 

necessary means to provide full emploY?-nent. 

{Z)· Policies to provide fo.r the investment required must focus 

on insuring an adequate flow of available savi_ngs and on 

providing sufficient investment incentives. Unless government 

spending is restrained and the Federal deficit is quickly 

reduced as the recovery proceeds, the flow of savings into 

p roductive investment may threaten to beco1ne too small and 
.. 

the recovery could stall before full employni.ent is reached . 

Investment incentives, however, have been reduced in recent 

years by high inflation and economic instability, by changing 

environmental and safety regulations , and by government 

policies favoring consumption. Actions in the tax area are 

necessary to remove the. bias against jqb-producing investincnt 

-. 
.... I 

I y 
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and to insure that private investment incentives are restored. 

Over the long run tax incentives thft increase the inducement 

to invest will morc ·than repay themselves in terms of 

incr:ased_ ~cono~ic 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 · 

increased 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 noninflationary growth. 

-- . 
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TITLE I -- 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 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 pustained 

confidence· in the economy by the consumer, the favorable 

outlook for reasonable retur~s . for the investor and the 

adoption of prudent fiscal and monetary policies by the 

governmel)t. 

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 
SIMPLIFICATION 

Sec. 102.. INCREASE IN PEHSONAL EXEMPTION. 

(a) IN GENERAL. - Subsections (b}, (c), (<l), and (e) of section 

151 (relating to allowance of deductions for personal exemptions) arc 

amended to read as follows: 

"(b) TAXPAYER AND SPOUSE. -- An exe1nption 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. 

11 (c) ADDITIONAL EXEMPTION FOR 'f AXPAYER OR SPOUSE 

AGED 65 OR MORE . - - · 

11(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 . . 
11(2 ) FOR SPOUSE. -- An additional exemption of $1, 000 

for the spouse of the taxpayer if a joint return fs not made by . 
the taxpayer and his spouse, and if the spouse has attained the age 

of G5 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 taxp~ycr. 
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"(d) ADDITIONAL EXEMPTION FOH BLINr.>Nl~SS OF TAXPAYEH 

on SPOUSE. --

11 (1) FOR 'l'AXPAYEU. -- An additional exemption of $1, 000 

for 1.he taxpayer if he is bllnd at th~ close of his taxable year. 

11 (2) FOTI. SPOUSE. -- An additional exemption of $1, 000 for 

1.hc spouse of 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. l"or purposes of this 

paragraph, the dctern1ination of whether the spouse is blind shall 

be made as of the close of the taxable year of the taxpayer; except 

that if t~e spouse dies during such t~xable year such determination 

shall be made as of the time of such death. 

11 (3) BLINDNESS DEFINED. -- For purposes of this· subsection, . 
an individual is 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 oy a limitation in 

the fields of vision such that the widest diameter of the visual field 

subtends an angle no greater than 20 degrees. 

11 (e} ADDITIONAL EXEMPTION FOR DEPENDENTS. 

"(l} IN GENEHAL. -- An exemption of $1, 000 for each dependent 

(as defined in section 152) --

. . 
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" (A) w11ose ·gross income for the caJc::ndar year i.n which 

the tax8blc year of the taxpayer begins is less than $1,, 000,, or 

"(B) who is a child of the taxpayer and who (i) has not 

attained the age of l9 at the close of the calendar year in which 

the taxable year of the taxpayer begins, or (ii) is a student. 

" (2) EXEMPTION DENIED JN CASE OF CERTAIN MARRIED 

DEPENDENTS. -- No exemption sh.all be allowed under this 

subsection for any dependent who has made a joint return with his 
. 

spouse under section 6 013 for the taxable year beginning in the 

calendar year in which the taxable year of the taxpayer begips. 

11 (3} CHILD DEFINED. -- For purposes of paragraph (l){B), 

the term ' child1 1neans an individual who (within the n1eaning of 

section 152) is a son, stepson, daughter, or. stepdaughter of the 

taxpayer. 

'~(4) S'J'UDENT AND EDUCATIONAL IN'STITUTION DEFII\TED. 

;For purposes of paragraph (l)(B)(ii),, the term .'student' means an 

individual who during each of 5 calendar months during the calendar 

year in which the taxable year of the taxpayer begins --

" (A) is a full-time student at an educational institutional; 

or . 
11 (B) is pursuing a full-time course of institutional on-farm 

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

tional institution or of a State or political subdivision of a State. 

--. 
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,,.,....,-;,te"'' ·" 

For purposes of this paragraph, the te1·m 'educational institution' 
-....... 
means onJy an education institution which norn1ally maintains a 

.. 

regular faculty- uncl curriculum and normally has n ret:,rularly 

organized body of students in attendance at the place where its 

educational activities arc carried.on . 11
• 

(b) EXCEPTION .-Notwithstand·ing the provisions of subsection 

(a} of this section, for taxable years ending after December 31, 18'75 

and before January 1., 197'7, the amount of "$875 11 shall be substituted 

for the a1nourit of 11$1, 000 11 \vheneve·r it appears in the amendments 

made by such subsection. 

{c) TECHNICAL AND CONFORi\IING AMENDlVIENT. _._ Section 

6013{b)(3)(a) (relating to assessment and collection in case of certain 

returns of husband and wife} is amended by striking out '_'$75011 each 
• 

place it appears and inserting in lieu thereof 11$100011
; and by strikiug 

. out "$1500'! each place it occurs and inserting in lieu thereof 11$2000 11
• 

Notwithstanding the previous sentence, for taxabl~ years ending after 

December 31, 1975 and before January 1, 1977, the amount of "$875 11 

shall be substituted for 11$1000" each place it occurs in the amendments 

made by such sentence and the amount of "$175011 shall be substituted 

for "$200011 each place it occurs in the amendments rnade by such sentence. 

Sec . 103. STANDARD DEDUCTION. 

{a) INCREASl~. - Subsections (b) and (c) of section 141 {relating to 

standard deduction) are arnended to read as follows: 
• 

11(b} PERCENTAGE ST AN DARO OEDUC'rION. -- The percentage 
~ 

stanclarJ. deduction is an arnuunl equn.l to lG percent of adjusted gro~ /~, 
- c::i 
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inconl:C! but110t to exceed --

11 (1) $2, G50 in the case of --

"(A) a joint return under section 6013, or 

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

"(2) $2.100 in the case of ari individual who is not married 

and who is not a surviving spouse (as so defined), or 

11 (3) $1, 325 in the case of a m.arried individual filing 

a separate return. 11 

. 
11(c) LOW INCOME ALLOWANCE -- The low income allowance 

is --

11 (1) $2. 300 in the case of -- • 

11 (A) a joint return under section 6013, or 

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

11 (2) $1, 750 in the case of an individual who is not married 

and wh6 is not a surviving spouse {as so defined), or 

11(3) $1150 in the case of a married individual filing a 

separate return" . 

(b) PERMANENT INCREASE. -Notwithstanding the provisions 

of subsection (a) of this section, section 141 is amended to read· as 

follows for taxable years ending after December 3i, 1976: 

SEC. 141. STANDARD DEDUCTION. 

"(a) S'l'ANDAHD DEDUCTION. -- The standard deduction referred 

to in this title shall be $2, 500 for a joint return under section Cl013 or a 

surviving spouse (as defined in section 2(A}), $1~ 800 in the case of 

nn. inclivi<lual who is not married :incl who is not a surviving spouse 

(as so defined), and $1, 250 in the case of a married individual filing 

a m.--paratC' rct urn. 
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11(b) LIMITATJONS IN CASE OF' CEH.T.tdN DEPBNDENT 

;I'AA..J.:>AYEJ~S. -- In the case of a taxpayer with re;:>pcct to y.,1hom a 

dcductfon under section 15l(e) is allowable to another taxpayer for 

the taxable ycr:ir,, the standard deduction shall not exceed his earned 

income for: the taxable year.". 

(c) CHANGE IN FILING R.ECUIREMENTS TO REF'LECT 

CHANGE IN STANDAHD DEDUC'l'IO~. -- Paragraph (1) of section GOJ.2 

(a) (relating to persons required to make returns of income} is an1endcd 

to read as follows: 

11 (l)(A) Every individual having for the taxable year a ·gross 

income of $1. 000 or more,, except that a return shall not b~ required 

of an individual (other than an individual to whom section 141{e) applies 
. 

or an individual to who:x section .14?{b) refers} --

'!(i) who is not married (determined by applying secUon 

143-), is not a survi-..~ing spouse (as defined in section ~(a)), and 

for the ta~able year has a gross income of less than $2, 800, 

"(ii) who is a surviving spouse (as so defined) and for the 

taxable year has a grosf:: 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 return 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 only if such individual and his ::;pouse. at the close of the 

taxable year, had the some household as their home. 
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Clause {ii]) shall not npply if for the taxable year such spouse 

makes a separate return or any other taxpayer is entitled to nn 

exemption for such spouse under section 15l(e). 

"(B) The an1mmt specified in clause (i} or {ii) of subpara­

graph (A) shall be increased by $1, 000 in the case of an individual 

entitled to an additional personal exemption under section 15l(c)(l). 

and the amount specified in cluase (iii} of subparagraph {A) shall 

be increased by $1. 000 for each additional personal exemption to 

which the individual or his spouse is entitled under section ~5l{c) 11 • 

11 (C) Notwiths-tanding the provisions of subparagraphs (A} and 

(B) of thjs paragraph, the following amounts shall be sub-

stituted for the amounts set forth in those· subparagraphs for taxable 

years ending after December 31, 1975 and before January 1, 19'l6 

, 
11 (i) 11$87511 for 11$1, 000" in subparagraphs (A} and (B), 

11 (ii) $2, 975 for $2, 800 in su~paragraph (A}{i}, 

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

"(iv} $2, 200 for $2, 250 in subparagraph (A)(iii), and 

"(v) $4, 400 for $4, 500 in subparagraph (A){iv). 11 
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(d) CO:-.JF'OH.MING AMEND::\IENT. -- Section 3402(m)(l) {relating 

to withholding allowci.uccs based on itemized deductions) is arncnded to 

read as folJows. 

11 {1.) General Rule. -- An employee shall be entitled to witl1hol<ling 

allowan.ces unde1· this subsection with respect to a payment of wages 

in a number equal to the number determi.ncd by dividing by $1., 000 

the excess of - -

"(A) his estimated itemized deductions, or 

11{B) an amount equal i.o $2, 500 ($1, 800 in the case of an 

individual who is not married (within the meaning of section 

113) and \vho is not a survivi??-g spouse (as defined in section 

2(a)) and $1, 250 in the case of a married (as defined in section 

143) individua.l filing a separate return. 11 
• 

SEC. 104. PERl\1ANENT REDUCTION IN INDIVIDUAL INCOME 'J'AXES • 

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

'-'SECTION 1. TAX IJ\IPOSED. 

"(a) (1) MAR.RIED INDIVIPUALS FILING JOINT R.E'l'URNS AND 

SURVIVING SPOUSE. -- Except as provided in parp.graph (2) of this 

subsection, there is. hereby imposed on .u1e taxable 'income of --

, 
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"(A) every married individual (as defined in section 143) who 

makes a single return jointly with his spouse under section 6013, 

and 

11 (B) every surviving spouse (as defined in section 2(a)), 
. 

a tax determined in accordance wiih 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 $4_. 000 
0\rer $41 000 ·but not over $6, 000 
Over $6, 000 but not over$8, 000 
Over $8, 000 but .not over $10, 000 
Over $1 O, 000 but not over $12, 000 
Over $12, 000 but not ovcr$16, 000 
Over $16, 000 but not over $20, 000 
Over $20, 000 but not over $24, 000 
Over $24, 000 but not over $28, 000 
Over $28, 000 but' not over $32, 000 
Ove1· $32, 000 but not over$36, 000 
Over $3G, 000 but not over $40, 000 
Over $40, 000 but not over $44, 000 
Over $44, 000 but hot over ~;52, 000 
Over $52, 000 but not over $64, 000 
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 $1 00, 000 but not over $120, 000 
Over $120, 000 but not over $140, 000 
Over $140, 000 but not over $160, 000 
Over $160, 000 but not ovcr$180, 000 
Over $180, 000 but not over $200, 000 
Over $200, 000 

The tax is: 
0 plt1s 12°/u of excess over $0. 
$120~ plus 14% of excess ov·er $1, 000. 
$2G 0, plus 15% of excess over $2, 000. 
$560, plus 16% of excess over S4, 000. 
$880, plus 17% of excess over $6, 000. 
$1, 220, plus 21 % of excess over $ 8, 000. 
$1, 640, plus 22% of excess over $10, 000. 
$2, 080, plus 25% of excess over 812, 000. 
$3, 080, plus 29% of excess over Sl6, 000~ 
$4, 240, plus 34% of excess o'.·er $20, 000, 
$5, 600, plus 36% of excess over $24, 000. 
$7, 04-0, plus 39% of excess over $28, 000. 
$8, GOO, plus 42% of excess ove;r $32, 000. 
$10, 230, plus 115% c;>f excess over $3G, 000. 
$12, 030, plus 48% of excess over S40, 000 , 
$14 , 000, plus 50% of excess over $44, 000. 
$18, 000, plus 53% of excess over $52, 000. 
$24, 3GO, plus 55% of excess over S64, 000. 
$30, 960, plus 58% of excess over $76, 000. 
$3 7, 920, plus GO% of excess over $88, 000. 
$45, 120, plus 62% of excess over $100, OOC. 
$57, 520, plus 64% of excess over Sl 20, 000. 
$70, 3 20, plus 66% of excess ovtn' $140, 000. 
$83, 520J plus 68% of excess over $160, 080. 
$ 97, 120, plus 69% of excess over $11 OJ 000. 
$11 O, !J20, plus 70% of excess over 

$200, 000. 
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11 (2) For taxable years ending after Deccml,er 31, 187 5 and before 

January 1, 187'1, the tax imposed by this subBection shall be determined 

in accordance with the following table: 

11Jf the an1ount of iaxabJe 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 1 000 
Over $6, 000 but not over $8, 000 
Over $8, 000 but not over $J 0, 000 
Over $10, 000 but not over $12, 000 
Over ~;12, 000 but not over $1 G, 000 
Over $16, 000 but not over $20, 000 
Over $20, 000 but not over $24, 000 
Over $24, 000 but not over $28, 000 
Over $28, 000 but not over $3 2, 000 
Over $32, 000 hut not over $36, 000 
Over $36, 000 but not over $4 0, 000 
Over $4 O, 000 but not over $111., 000 
Over $44, 000 buf not over $52, 000 
Over $52, 000 but not over $64, 000 
Over $64, 000 but not over $76, 000 
Ovei- $7G, 000 but not over $88, 000 
Over $88, 000 but not over $100, 000 
Over $100, 000 bqt not over $120, 000 
Over $120, 000 but not over $140, 000 
Over $140, 000 but not over $160, OfJO 
Over $160, 000 btit not over $180, 000 
Over $180, 000 but not over $200, 000 
Over $200, 000 but not over $ 

The tax is: 
O p}us 13. Oo/o of excess over ~;o. 
$1·3 O, plus 14. 5% of excess over $1, 000. 
$275, plus 15. 5o/o of excess over $2, 000. 
$430, plus 16. Oo/o of excess over $3, 000. 
$590, plus 17. 5% of excess over $4, 000. 
$940, plus 18. Oo/o of excess over $6, 000. 
$1, 3 00, plus 21. 5% of excess over $8, (.fl • 

$1, 730, plus 22. Oo/oof excess over $10, ' -
$2, 1'10, plus 25. Oo/oof excess over S12, O'·: 
$3_. 170, plus 28. 5()/oof excess over $16, O~ 
$4,310, plus 33. Oo/oof excess over $20, O\.·~. 
$5, 630, plus 36. Oo/oof excess over $2·1, 0,· 
$7, O'lO_. plus 39. O%of excess over S23, O 
$8, 630, plus 42. ~%of excess over $32, Gv'. 
$1 O, 310, plus 45. 0% of excess over S3G, n 
$12, 110, plus 48. 0% of excess over $40, (!. 
$14., 03 0, plus 50. 0% of cxc0ss over 84.;., fr 
$18, 030, plus 53. 0% of excess over 352, ( · 
$24, 390, plus 55. Oo/o of excess over $6-i, C 
$30, 990, plus 5U. Oo/o of -excess over $7G, C 
$3 7, 950, plus 60. 0% of excess over 8 8~: , ~· 
$45, 150, plus 62. 0% of excess over $10~. 
$57, 550, plus 64. 0% of exc:ess over $120,' 
$70, 350, plus GG. 0% of excess over Sl40, r 

$83, 55q, plus 68. 0% of excess over SlGC, 
-$97, 150, plus 69. Oo/o of excess over SlSO, • 
$110, 950, plus 70_. 0% of excess over$20 J , 

... ,; -
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11 (b){l) HEADS OF HOUSEHOLDS. -- Except as provided in 

paragraph (2) of ihjs subseciion there fa hereby imposccl 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: 

11lf the amount of taxable income is: 
Over 0 but not ove r $1, 000 
Over $1, 000 but not over $2, 000 
Over $2, 000 but n ot over $4, 000 
Ove1· $4, 000 Lnt not over $6, 000 
Over $6, 000 but not over $ 3, 000 
Over $8, 000 but not over $10, 000 
Over $10, 000 but not over Sl 2, 000 
Over $12, 000 but not over$l1.l, 000 
Over $14, 000 but not over $16, 000 
Over $16, 000 but not over $18, 000 
O\'Cr $18, 000 but not over $20, 000 
Over $20, 000 but n·ot.over $22, 000 
Over $22, 000 but not over $24, 000 
Over $24, OOObut not over $ 23, 000 
O'irer '$26, 000 but not over $28, 000 
Over $28, OOObut not. ovcr$32, 000· 
Over $32, OOObut not over$3G, 000 
Over $36, OOObut not over. $40, 000 
Over $40, OOObu. not over$50, 000 
Over $50, 000 but not over $60, 000 
Over $60, OOObnt not over$70, 000 
Over $70, OOObut not over $80, 000 
Over $80, 000 but not over $90, 000 
Over $90, 000 but not over $100, 000 
·Over $100, OOObut not ovcr$120, 000 
Over $120, 000 but not over $140, 000 
Over $140, 000 but not over $160, 000 
Over $160, 00Jbut not over$180, 000 
$180, 000 and above 

The tax is: 
12% 
$120, plus 15% of excess over $J, 000. 
$270, plus 16% of excess over $2, 000. 
$590, pJ.us J 7% of excess over ~ -( ~ 000. 
$930, plus 19% of excess over $ 6, 000. 
$1,310, plus 22o/oofcxcess over$8,000. 
$1, 750, plus 25% of excess over $10, 000. 
$2, 250, plus 27% of excess ove·r $12, 000. 
$3,350, plus 31% of e~xcess over $16, 000. 
$3, 970, plus 33 % of excess over $18, 000. 
$4, 630, plus 36% of excess over $ 20, 000. 
~:5, 3 50, plus 3 7% of excess over $22, 000. 
$6, 090, plus 38% of excess over $24, 000. 
$6, 850, plus 40% of excess over $26·, 000. 
$7, 650, plus 43% of excess -over $28, 000. 
$9, 3 70, plus 46% of excess over $28, 000. 
$11, 210, plus 49% of excess over $36, 00::>. 
$13, 170, plus 53% of excess over $40, 000. 
$18, 47 0, plus 57% of excess over $ 50, 000. 
$24, 170~ plus 59% of excess over $GO, 000. 
$3 0, O'lO, plus 61 % of excess over $70, 000. 
$36, 170, plus 63% of excess over $80, 000. 
$42, 470, plus 65% of excess over $90, 000. 
$48, 970, plus 66% of excess over $100, 000. 
$62, J 70, plus 67% of excess over $120, 000. 
$75, 570, plus 68% of excess over $140, 000. 
$89, J 70, plus 69% of excess over $160, 000. 
$102, 970, plus 70% of excess over 
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11 (2)11 For taxable years ending after December 31, 19'75 and before ---
January 1, 1977, the tax imposed by this subsection shall be determined 

in accordance with the following table: 

11If the amount of ta:;.~ablc·income is: 
Not over $1, 000 
Over $1, 000 hut not over ~~2. 000 
Over $2,, 000 but not over ~:4,, 000 
Over $4, 000 but not over $6, 000 
Over $6; 000 hut not over $8, 000 
Over $8, 000 hut not over $1 0, 000 
Over $10, 000 but not over $12, 000 
Over $12, 000 but not over $14, 000 
Over $14, 000 but nqt over $16, 000 
Over $1 G, 000 but not over $18, 000 
Over $18, 000 but not over $20, 000 
Ov·er. $20s 000 but not over $22 , 000 
Over $22, 000 but not. over $2'1, 000 
O\rer $21, 000 but not oYer $2G, 000 
Over $26, 000 but not over $28, 000 
Over $28, 000 but not over $32, 000 
Over $32, 000 but not ov<::r $36, 000 
Over $36, 000 but not over $38 .. 000 
Over $38, 000 but r.ot over $40, 000 
Over $40, 000 but not over $44, 000 
Ov·cr $44, 000 but not over $50, 000 
0\rer $50, 000 but not over $52, 000 
Over $52 ... 000 but not over $64, 000 
Over $6 4, 000 but not over $70, 000 
Over $70, 000 hut not over $7G, 000 
Over $76, 000 but noi over $80, 000 
Over $80, 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 but not over $1L10 , 000 
Over $140, 000 but not over $160, 000 
Over $160, 000 but not over $180, 000 
Over $180, 000 

The tax is : 
13% of the taxable income 
$13 0, plus 1 5% of excess over $1, 000. 
$280. p1us 1 ?% of excess over $2, 000. 
$6 20, plus 19% of excess over $ 4, 000. 
$1, 000, plus 20% of excess over $6, 000. 
$1 , 400, plus 23 o/o of exccBs over $U, 000. 
$1, 850, plus 24% of excess over $10, 000. 
$2, 340, plus 27% of ·excess mrcr ') J 2, 000. 
$2, 880, plus 28% of excess over $14, 000. 
$3,440, plus 31% of excess over $1.G,000. 
$4, OGO, plus 33o/o of excess over ~:Ia, 000, 
$4, 720, plus 3 5% of excess over $20, 000. 
$5, 420, plus 3 '!% of excess over $22, 000 
$6 , 16 0, plus 3 8% of excess over $24, 000. 
$6, 920, plus 41 % .of exce~rn over $26, 000. 
$7, 740, plus 42% of excess over $28, 000. 
$9, 420, plus 45% of excess over $3 2, 000. 
$11 , 220 .. pluz 48o/o of excess 0\7er $36, 0 0 J. 
$12,,180, plus 5lo/o of excess over $38,00 '. 
$13 , 200, plus 52% of excess over $4.0, OO U. 
$15, 280, plus 55% of excess o ,rer $44, O• '. 
$18, 580, plus 56% of excess over ~i50, 00 . 
$19, 700, plus 58% of excess o\·er $52, 000. 
$26, 660, plus 59% of excess over $64, 000. 
$30, 200, plus 61 o/o.of excess over $'70, 00 ... 
$33 , 860, plus 62% of excess over $76, "GOO. 
$3 6, 3·10, plus 63% of excess over $80, OO J, 
$41 , 038, plus G·1% of excess over $88, 000, 
$49, 03 0, plus GG% of excess over $100, 0 ,'• 
$62, 260, plus G7% of excess over $1:>.0, 0 l'.' 
$75, G60, plus 68% of excess over ~1·10, 00 • 
$89, 260, plus G9o/o of excess over $IGO, OJ. 
$103 , 060, plus 70% of excess over $180, 0(' 
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11 (c){l) UNl\IAnH.IED INDIVIDUALS (OTHEH.S THAN SUHVIVING 

SPOUSES AND HEADS OF HOUSEHOLDS}. -- Except as pr0\1idcd in 

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

income o~ every individual .(other than survivillg spouse as defined in 

section 2(a) or the head of a household· ns defin.cd in section 2(b)} 

who is not a married individual (as defined i.n section 143) a tax 

determined in accordance with the follow"ing table: 

11If the amount of taxable inc0111c is: 
Over 0 but not over $500 
Over $500 but not over $1, 000 
Over ~ll, 000 but not over $2, 000 
Over $2, 000 but not over $3, 000 
Over ~;3 , 000 but not over $4, ooo· 
Over $4, 000 but not over S 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, 000 hut not over $12, noo 
0\rer $12, 000 but not over $14,, 000 
Over $14., 000 ~ut not over $16, 000 
Over $16, 000 but l'10t over ~na , 000 
Over $18, 000 but not over $20, 000 
Over $20, 000 but not O\~er $22, 000 
Over $22, 000 but not over $26, 000 
Over $26, 000 but not over $32, ooa 
Over $32, 000 but not over $38, 000 
Over .$38, 000 but not over $•:1:1, 000 
Over $4•1 , 000 but not over $50, 000 
Over $50, 000 but not over $60, 000 
Over $GO, 000 but not over $70,. 000 
Over $70, 000 but not over $80, 000 
Over $80, 000 but not over $90, 000 
Over $90,, 000 but not over $100,, 000 
Over $100, OOJ out not over $150, 000 
Over $150, 000 

The tax is: 
0, plus 12% of excess over O. 
$60, plus 13o/o of excess over $500. 
$125, plus 15% of excess ov:er $1, 000. 
$27 5, plus 16% of .excess over $2, 000. 
$4-3 fl, plus 1 7% of excess over $3, 000. 
$G05, plus 18% of excess over $4, 000. 
$785,, plus J 9% of excess over $5, 000. 
$975, plus 21 % of excess oYcr S6 , 000. 
$1, 3 95, plus 24% of excess 0·1..-er $8, 000. 
$1,, 875, plus 27 % of excess on~r SJ.O, OGO. 
$2, 415, plus 29% of excess over $12, ooo. 
$2, 995, plus 31 % of excess over 814, 000. 
$3, 615, plus 34% of excess over $16, 000. 
$4, 295, plus 36% of excess over $18, 000, 
$5, 015, plus 38% of excess over $20, 08:-l. 
$5, '175, plus 40% of excess over $22, 000. 
$7, 375, plus 45% of excess over $26, 000, 
$10, 07 5, plus 50% of excess over $3 2, 000. 
$13,075, plus 55% of excess over $38,0DO. 
$16, 375, plus 60% of excess over $44., 000. 
$19, 975, plus 62% of excess over $50, OOJ. 
$26, 175, plus 64 3 of excess over $60, 000. 
$32, 575, plus 66% of excess over 870, 000. 
$39, l 75, plus 68 % of excess over $80, 000. 
$45, 975, plus G9% of excess over $DO, 000. 
$52,, 875,, plus 70% of excess over $100, O )0 
$87, 875, plus 70% of excess over $150, 000. 
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~2) For _taxable years ending after December 31, 197[; and before 

January 1., 1977, the tax imposed by this subsection shall be detenninecl 

in a.ccordancc with 1.he following table: 

"If the amount of taxable income is: 
Not over· $500 
Over $500 but not over $1, 000 
Over ~a .. 000 but not over $1, 500 
Over $1, 500 but not over $2, 000 
Over $2, 000 but not over ~3, 000 
Over $~i, 000 but not over $4, 000 
Over $4,, 000 but not over $5, 000 
Over $5, 000 but not over ~iG, 000 
Ove:c $6, 000 but not over $8, 000 
O"irer $8, oao but not over $10, 000 
Over $10, 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 $18, 000 but not over $ 20, 000 
Over $20, 000 but not over $22, 000 
Over $22, 000 but not over $2G, 000 
Over $26, 000 but not over $32, 000 
Over $3 2, 000 but not over S3 8, 000 
Over $38, 000 but not O\'Cr $44, 000 
Over $4·1, 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, 000 but not over $100, 000 
Over $100, 000 

The tax is: 
13% of the taxab]e income. 
$65, plus 14% of excess over $500. 
$135, plus lfi. 5% of excess over $1, 000. 
$212. 50, plus 1 G % of excess over $1, 500. 
~ 2 °..., r:: 0 1· J 7 "' 01 (" c · e ("') 0 0 0 .,, v~ •• ;:i , p t.1S .• ;:> 10 o .xc ss over ..... .... , . 
$46'7. 50, plus 18o/o of excess over $3, 000. 
$G4'1. 50, plus J. 9. 5o/o of excess over $ 'l , 000. 
$842. 50, plus 20% of excess ov8r $5, 000. 
$1, 042. 50, plus 22. 5% of excess over SG, o· 
$1, 482. 40, plus 24. 5% of excess over S8, C' 
$1, 882. 50, plus 27o/o of excess over $10, 0 J 

$2, 522. 50, plus 28% of excess over $12, OC'. 
$3, 102. 50, plus 31•% of excess over S1 4 , OC .1 
$3, 722. 50, plus 34% of excess over 816, oc 
$4,402. 50, plus 36% of excess over 818, OJ'. 
$5, 122. 50, plus 38% of excess over S20, OC' 
.$5, 882. 50, plus '1.0o/o of cxc:ess over $ ~2, O.·C 
$7, 482. 50,, plus 45.% of exc~ss over S '.30. O' '­
$10, 182. 50~ plus 50% of excess over 832, ~·· 
$13, 182. 50, plus 55% of excess over $33, r., 
$16_, '.182. 50, plus GO% of excess over S:l•! , 0 
$20, 082. 50, plus 62% of excess over $ 50, o· 
$26, 282. 50, plus 64% of excess over 860, 0 
$32, G82. 50, plus GGo/o of excess over $70, G 
$3 9, 282. 50, plus 68% of excess over 880, C' 
$46, 082. 50, plus 69% of excess over $90, o· 
$52,. 982. 50, plus 70% of excess over $100s (. 

--
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"(d)(l) i\IARRJ:ED INDIVIDUALS li'lLJNG SEPAH.ATE HE'fURNS; ESTATES 

AND TRUSTS. -- Except as provided in paragraph (2) of this subsection 

there is hereby imposed o.~1 the taxable incorne of every mv.rried individual 

(as defined in section 143) \Vho docs not make a single return jointly 
. 

with his spouse under section 6013, and of evcl'.'y estate and trust taxable 

under this subsection,, a tax determined in accc~rda.nce with the foll owing 

table: 

"If 1.he amount of taxable income is : 
Over 0 but not over $500 
Over $500 but not over $1 , 000 
Ove'r $1, 000 hut not over $2, 000 
Over $2, 000 but not over $3, 000 
Over $3, 000 but not over $4, 000 
0\rer $4, 000 but not o\·cr S 5, 000 
Over $5, 000 but not over $6, .000 
0\rer $6, 000 but not over $8, 000 
Over $8, 000 but not over $10, 000 
Over $10, 000 but not over $12, 000 
Over $1 2, 000 but not over $.14, 000 
Over $14, 000 but not over S16, 000 
0\rer $16, 000 but not over $18, OOQ 
Over $18, 000 but i10t O\'er $20, 000 
Over $20, 000 but no"'.; o\·er $22, 000 
Over $22, 000 but not O':cr $26, 000 
Over $26, 000 but not over $32, 000 
Over $32, 000 but not over $38, 000 
Over $38, 000 but not over $44, 000 
Over $44, 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 
O\rer $80, 000 but not Qvcr $90, 000 
Over $90, ODO but not over $100, 000 
Over $100, 000 

. ' 

'.rhc tax is: 
12% of the taxable income. 
$60, plus 14% of excess over $500. 
$13 0, plus 15% of excess over $1, 000. 
$280, plus 1G% of excess over $2, 000. 
$44 0, plus 17% of excess over S3, 000. 
$610, plus 21 % of excess over $'1, 000. 
*820, plus 22% of excess over $5, 000. 
$1, 040, plus 25% of excess over $6, 000. 
$1 , 54.0s plus 29% of excof:s over $8, 000. 
$2, 120, plus 34% of excess ove1· $10, 000. 
$2 1 800, plus :JG% of exce~:s over $12, 000. 
$3, 520, plus 3 9 7c of excess over $1 11, 000. 
$4, 300, plus 42% of excess over S16, 000. 
$5, 110, plus 45% of excess O\'er $18, 000. 
$6, 040, plus 48% of ~xcess over $20, 000. 
$7, 000, plus socr of excess over $22, 000. 
$9, 000, plus 53 % of excess over $26, 000. 
$12, 180, plus 55% of excess over $3 2j 000. 
$15, 480, plus 58o/o of e,xcc~ss over $3t1, 000. 
$18, 960, plus 60% of excess o\•cr S4'1, 000. 
$22, 5GO, plus G2% of excess over $50, 000. 
$28, 760, plus 61 % of excess over $60, 000. 
$35, l.GO, plus GG% of excess over $70, 000. 
$42, 760, plus 68% of excess over $BO, 000. 
$48, 5{;0, plus 68% of excess over $90, 000. 
$55, ".16 0, plus 70% of excess over $100, 000. 
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"-.. 
11(l) For taxable yea1-s ending after December 31, 197G and before 

January 1. 1877, the tax imposed by this subsection shall be 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 $1. 500 
Over $1, 500 Lut not over $2,, 000 
Over $2, 000 but not over $3, 000 
Over $3, 000 but not over $4. 000 
Over $11, 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, 000 but not over $12, 000 
Over $12, 000 but not over $14,, 000 
Over $14, 000 but not over $1G, 000 
Ov.er $16, 000 but not over $18, 000 
Over $18, 000 but not over $20, 000 
Over $20, 000 but not over $22, 000 
Ove1~ $22,. 000 but not over $26, 000 
Over- $26, 000 but not over $32, 000 
Over $32, 000 hut not over $38, 000 
Over $33, 000 but not over $44, 000 
Over $44, 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 $BO, 000 but not over $90, 000 
Over $90, 000 but not over $100, 000 
Over $100, 000 

The tax is: 
0 plus 13. 0% uf excess over $0. 
$65, plus 14 .• !:> % of excess over $500. 
$13'l. 50, plus 15. 5o/o of excess over $1, 000. 
~>215, plus 16. 0% of excess over $1, 500. 
$205, plus 17. 5o/o of excess over $2, 000. 
$470, plus 18. 0% of excess over $3, 000. 
$650, plus 21. 5% of excess over $'1, 000. 
$865, plus 22. Oo/o of excess over $5, 000. 
$1, 085, plus 25. 0% of excess over $6, 000. 
$1, 585, plus 28. 5% of excess OYcr $8, 000. 
$2, 155, plus 33. 0% of excess over $10, 000. 
$2, 815, plus 36. 0% '>f excess over $ 12, 000. 
$3, 535, plus 39. 0% of excess over $14., 000 , 
$4, 315, plus '±2. Oo/o of excess over $iG, 00 • 
$5, 155, plus 45. Oo/o of excess over $18, oor. 
$6. 055, plus 48. 0% of excess over $20, 00 ), 
$7, 015, plus 50. Oo/o of excess over .$2 2, 000. 
$9, 015, plus 53. 0% of excess over $26, 000. 
$12, 195, plus 55. 0% Of CXCCSS OYer $32, (1(•(). 

$15, 4.95, plus 58. 0% of excess o\rer $38, 000. 
$18, 975, plus GO. 0% of excess o\·er $44, O IJ~•. 
$22, 5 75, plus 62. 0% of e:.;:cess over $GO, O )rJ. 
$28, 77-5, plus 64. 0% of excess over $60, 000. 
$35, 175, plus 66. 0% of excess over $70, 00 ,"' . 
$41, 775, plus 68. 0% of excess over $80, 00 . 
$48, 575, plus 69. Oo/o of excess over $90, Ob . 
$55, 475, plus 70. 0% of excess over $100, 002. 
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SEC. 105. ·OJ?TJONAL TAX TABLES HEVlSED TO INCLUDE CHANGE 

JN THE s~r./\NDARD DEDUCTION AND PERMANENT 

R.EDUCTlONS IN INDIVIDUAL 1NC01\.1E TAXES 

(a) IN "GENERA.L. - Section 3 (relating to optional tax tables) is 

amended to read as follows: 

"SEC. 3. OPTIONAL TAX TABLES FOH INDIVIDUALS. 

"(a) GENER.AL RULE. -- In lieu of the tax imposed by section 1, 

there is hereby imposed for each taxa.ble year ending after D~cembcr 31, 

1976, on the taxable incorne of every individual whose taxable income 

income for such year is less than $20, 000, and who has elected for 

such year to pay the tax imposed by tMs section, a tax 

determined under tables, applicable to such taxable year, which shall 

be prescribed by the Secretary of his delegate. In the tables so pre­

scribed, ·the amo~nts of tax shall be computed on the basis .of the 

rates prescribed by section 1. 

"(b) TAX TREATED AS IMPOSED BY SECTION.1. -- For purposes 

of this title, the tax im.posed by this section shall be treated as imposed 

by section l". 

(b) CONFOHl\-TING Al\1END1\IENTS. 

(1) Section 4 (relating to rules for optional tax ) is hereby repealed. 
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(2) Section 3G (relating to credits no1v allowed to individuals 

paying optional tax or taking standard deducUou) is amended -

(A) by striking out 11PAYING OPTION.i\L 'l'A.X OR" in the 

heading; and 

(B) by striking out "elects to pay the optional tax imposed 

by section 3 , or if he" in such section. 

(3) Subsection {2) of section 144 (relating to election of standard 

deduction) is an1Cnded to read as follows: 

11 (a ) METHOD OF ELECTION. - - The standard deduction shall be 

allowed if the taxpayer so elects jn his return, and the Secretary shall 

prescribe the rnanner of signifying such election in the return. " 

(4 ) Subsection (c) of section· 144 is am<:!nded 

(A) by striking out paragraph (2); 

(B) by inserting "or 11 at the end of paragraph (l); and 

(C) by redesignaiing paragraph (3) as paragraph (2). 

(5) Subsection (d) of section 114 is hereby rcpcaJcd. 

(6 ) Section 12ll(b)(3) (relating to computation of taxable incorne 

for purposes of limitation on capite:.1 l osses) is amended by striking 

out the last sentence thereof. 

(7) Section 1304(b) (relating lo certain provisions inapplicable 

income averaging) is arnendcd by striking out paragraph (1) and by 

rcdesignating paragraphs {2 ). (3 ). (4 ), and (5 ), as paragraphs {l), 

{2 ), (3 ), and (4 ). respectively. 
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(8) Section G011{a) (relating to tax not computed by taxpayer} 

is amended -

(A) by striking out in the first sentence "entitled to elect to 

pay the tax imposed by section "3 11 and inserting in lieu thereof 

"entitled to take the standard deduction provided by section 141 

{other than an individual described in section 14l(e )) 11
; and 

(B) _by striking out in the second sentence "pay the tax jmposed 

by sect.ion 3 11 and inserting in lieu therof "take the standard 

deduction 11
• 

{9) Paragraph {5) of section 6014(b) is amended to read as 

follows: 
. 

11 (5) to cases where the taxpayer docs not elect the standard 

deduction or where the taxpayer elects the standard deduction 

but is subject to the provisions of section l4.l(c) (relating to 

limitations in case of c~rtain dependent taxpayers). 11 

(c) CLERICAL AMEND::\1ENTS. 

(1) The table of.sections for part I of subchaptcr 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. 11 . 

(2) The table of sections for part IV of subchaptcr A of chaptc·r 

l is amended by striking out "paying optional tax or" in the item 

relating lo section 36. 

-. 
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SEC. 106. '.t'AXL\HLE INCOME CHEDlT. -- Section 112 of the Internal 

Revenue Code of l!JG4 (relating to credit for personal cxcm.ptionn) is 

amended to read as follows: 

SEC. 42. TAXABLE l:N'C01v1E CREDIT. 

11{a) ALLO\VANCE OF CHEDIT. -- In the cnse of an jndividual, 

there shall be allowed as a credit against the tax ·imposed by this 

chapter for the taxable year an a.mount equal to the greater of --

11(1) 1 perce.nt of so much of the taxpayer's taxnble income 

for the taxable year as does not exceed $9, 000; or 

11 (2) $17. 50 multiplied by each exemption for \~hich the 

taxpayer is entiOed to a deduction for the taxable year under sub­

section (b) or (e) of section 151. 

"{b) APPLICATION \VITII OTHEH. CREDITS. -- The credit allowed 

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

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

"(l) section ~3 {relating to foreign tax credit), 

"(2) section 3 7 (relating to retirement incmnc credit), 

"{3) section 3 8 (relating to investment in certain depreciable 

property), 

11 (4) section 40 {relating to expenses of work incentive programs), 

and 
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_..,~""',. --....... , ~'.(5) section 41 (relating to contributions to candidates for 

public office)., 

the tax imposed by this chapter shall (before any other reductions) be 

reduced by the c1·edit allowed by this section. 

"(c) SPECJl\.L HULE J.i'OH. l\'.l.AIUUED INDIVIDUALS FJLil~G 

SEPAHA'I'E RETURNS. --

"(l) JN GENERAL. - - NotwU1$tanding subsection (a), in the 

case of a married individual wh? files a separate return for the 

taxable year, the amount of the credit aJ.lo·wable under subsection 

{a) for the taxable year shall be equal to either --
• 

"(A) the amount determined under paragraph {l) of subsectim1 

(a) ; or 

11 (B) if this subparagraph applies to the individual for the 

taxable year, the amount determined under para.graph (2) of 

subsection (a). 

"(2). APPLICATION OF PARAGRAPH (l}(B). -- Paragraph (2) 

of subsection (a) shall apply to any taxpayer for any laxabJe year 
. . 

if --

"(A) such taxpayer elects to have such subparagraph apply 

for such taxable year, and 

"(n) the spouse of such taxpayer elects to have such sub­

paragraph apply for any t~xable year corresponding, for purposes 

of section 142{a}., to the taxabJe year of the taxpayer • 

• 
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.Any such election Dhall be made at such time, and in such manner, as 

the Secretary or his delegate shall by regulations prescribe. 

11(3) 1\1.1\.RlTAL STATUS. ·-- For purposes of this subsection, 

the determination of inarHal status sha.11 be made under section 

143. 

"(d) CEH'rAlN PERSOXS NOT ELIGIBLE. -- This sectio~1 shall 

not apply to any estate or frust,, nor shall it apply to any nonresident 

alien individual. 11 

SEC. 107. EAHNED INCOME CREDIT. 

Subsections (a) arid (b) of section ".13 of such Code (relaUug to 

earned income credit) are amended to read as follows: 

11{a) .ALL9\VANCE OF CR.EDIT • . ··- In the case of an eligible 

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

by this ch'apter for the taxable year an amount equal to 5 percent of 

sci much of the earned income for the taxable year as does not exceed 

$4, 000. 

"(b) Lii\lITATION. -- The amount of the credit allowable to 

a tax.payer under subsection (a) for any taxable year shall he reduced 

(but not below zero) by an amount equal to 5 percent of so much of the 
' I 

adjusted gross income (or, if greater~ the earned income) of the 

taxpayer for the taxable year as exceeds $4, 000. 

·-. 
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SEC. J 08_. DJSREGAHD OF' REFUND. 

Any refund of Federal incor.nc taxes made to any individual by 

reason of section 43 of lhe Internal Hcvenuc Code of 1954. (relating 

to enrned income credit} shall not be· taken into account a~ income or 

receipts for purposes of determining the eligibility of such individual 

or any othc1· individual for benefits or assistancc1 or the amount or 

extent of benefits or assistance, under any Pctlcral program or uncler 

any State or local program financed in whole or in part with Federal 

funds., but only if such individual (or the family unit of which he is 

a me111ber) is a redpient of benefits or assistance under such a pro-

gram for the month before the month in which such refund is made. 

SEC. io:9. WITHHOLDING TJ}.X. 

(a) REQUIH.El\'TENT OF \VITHHOLDING. -- Subsection (a) of 
, 

section 3402 {relating to inoome tax collected at source) is amended 

t~ read as follows: 

11{a) HEQUIREl\IENT OF 'VITHHOLDlNG. 

11 (1) GENERA.L RULE. -- Except ·as otherwise provided 

in this section. every employer making payment of wages 

shall deduct and withhold upon such wages 'a tax determined 

in accordance with tables prescribed by the Secretary or his 
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delegate. The tables so prescribed shall reflect on an annualized 

basis the amendpwnts made by scctioi1S J Ol(a), 102(b), 102{d) 

and i03 of· tbe Permanent Tax Heduction and of 1976 for taxable 

years ending after Oecember 31, 1976, and wages pn.id after 

J\me 30, HJ'7G, . if those amendments were on effect on July 

1, 1976. For purposes of applying such tables, the ter1n 1 the 

amount of wages 1 n1eans 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 )(1). 11 

(b) CON.li'ORMING Al\IEN01\1ENTS. _.;.. Section 3402(c)(6) (relating 

to wage bracket withholding} is am~nded by striking out "table •1 con-

tained ' in subsection (a)" and inserting in lieu thereof "the table pre­

scribed by ,the Secretary or his delegate". 

SEC. 110. EFFECTIVE DATES. 

(a) Sections 102, 103 (a), 103 (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 -l03(b). -- The amendments made by section 103{b} shall 

apply to taxable years ending after December 31, 197G. 

(c) Section 105. -- The amendments made by section 105 shall apply 

to taxable years ending after Deccrnbcr 31, 1976. 

(cl) Section 106. -- The amendments mac.le by ~;cction 106 shall apply 

to taxable years ending after December 31, 1975. Such amendments shall -- iO - -
cease to apply to taxable ycnrs ending after December 31, Hl76. (~· - <',... 

_, ~ 

' 
' < 
r~ 

~ 

:;:. 
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·:........ 
· (e) Sections 107 and 10 8. -- The amendments made by sections J07 

and 108 shall apply to taxable years beginning after December 31, 1975 

and before .l anuary 1, 19 77. 

(f) Sections 103(d) and 10 9. -- The .amcndrncnts n1adc by sections 

103{d) nn<l 109 shall apply to wages pai~ after June 30, 1976 • 

.. 
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SUBTITLE B·-- GENERAL BUSINESS TAX. CHANGES TO PROMOTE 
CAPITAL FORMATION 

Sec . 111. PE~:\1ANENT INCREASE IN INVESTi\'IT~N'T CREDIT. 

(a) IN GENERAL. - Subparc.graph (D} of section 4G (a)(l) 

(transitional rules for 10 percent investment credit) is amended to 

read as follo'.'ts: 

fl (D) TEN PERCENT CH.EDIT TRANSITIONAL RULES. - The 

provisions of subparagraph (A) shall .apply only to 

" (i) property to which subsection (d) does not apply, the 

construction, reconstruction, or erection of 'Nhich is completed 

by the taxpayer after January 21, 1975, but only to t.he extent 

of the basis thereof attributable to the construction, reconstruction, 

or erection after .Tanuary 21, 1875, 

lf(ii) property to which subsection (d) docs not apply, acquired 

by the taxpayer after January 21, 1975, and . 

11 (ij.i} property to which subsection (d) applies, but only to 

the extent of the qualified investment (as determined under sub-

sections (c) and (d)) with respect to qualified pi·ogress expendi-

tures made after January 21, 1975. 11 

(b ) CONFOR:\IING Al\IEND:i\1ENTS -

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

is amended by striking out "described in subparagraph (D)11 and 

inserting in lieu thereof " described in subparagraph (E )11
• 
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(2) Section 46(a}(l} (relating to determination of amount of 

!nvcstrncnt credit) i.s amended by adding a new subparagraph (E) 

to read as follows: 

"(E} ELEVEN PERCENT CREDIT TRANSITIO:-XAL RULES. 

The provisions of subparagraph (B) shall apply to 

11 (i) property to which subsection .(d) docs not apply, the con-

struction, reconstruction, or erection of wl~ich is completed by 

the taxpayer after January 21, J.975, but only to the extent of the 

basis thereof attributable to the construction, reconstruction, or 

erection after January 2J, 1975, and before January 1, 1977, 

"(ii) property to which subsection (d) does not apply, acquired 

~y the taxpayer after_ January 21, 1975, and before January 1, 1977, 

and placed in service by the taxpayer before January 1, 1977, and 

"(iii) property to which subsection (d) applies, but only to the 

extent of the qualified investment (as determined under subsections 

(c) and (d) vdth respect to qualified progress expenqitures made 

after January 21, 1975, and before January 1, 1977. 

·-... . 
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SEC. 112 .. CHANGES JN COTIPOHATE TAX R . .\TES, CORPORATE SURTAX 

AND SURTAX EXJ.~1\1PTION 

(a) 'l;'AX HATES. - Section ll{b) (relating to corporate normal tax) 

is amended to read as follows: 

" (b} NORMAL TAX. -- The normal tax is equal to - -

" (l) in the case of a taxable year ending after December 31,, 1976, 

22 percent of the taxable income, and • 

"(2) in the case of a taxable year ending after December 3i, }[l7 1, 

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

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

not exceed $25, 000, plus 
• 

" (B ) 22 percent of so much of the taxable inc01ne as exceeds 

$ 25, 000. II 

(b) SURTAX. - Section ll(c ) (relating to corporate surtax) is amended 

to read as follows : 

"(c) SURTAX. - - ·The surtax is egual to the following percentage 

of the amount by which the taxable il}come exceeds the surtax cxcmptim1 . 
for the taxable year: 

.... . .· 
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11 (1) 25 percent in the case of a tax'1.ble year beginning after 

December 31, 1975 and before January 1, 19'17, and 

"(2} 24 percent, in the case of a taxable year beginnh1g 

after December 31, 1D7G. 11 

(c) SUH'J'AX EXEMPTION. -·· Section ll(d) (relating to surtax 

exemption) is amended to read as follows: 

" {<l) SURTAX EXEMPTION'. -- For purposes of this subtitle , 

the surtax exemption for any taxable year is $50, 000, except that, 

with respect to a corporation to \.Vhich section Hi61 or 15G4 (relating 
• 

to surtax exemptions fo case of certain c.ontrolled corporations) 

applies for the taxable year, the surtax exemption for the taxable 

year is the amount determined under such section. 11 

. . 
(d) TECHNICAL AND CONFORMING Al\'lENDl\'IENT -Paragraph 

{7) of section 12 (relating to cross references for tax on corporations) 

is amended by striking out "$25, 00011 and inserting in lieu thereof 11$50, 00011
• 

(e) EFFECTIVE DATE.--The amendments made by this section 

shall apply to taxable years ending after December 31 , 1975. 

--
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SUBTITLE C -- INCENTIVES FOR THE EXPANSION OF ELECTRIC 
POWER FACILITIES .. 

- . .. ... 
r:1 ~'•'n 113 ~,,r,r,t· .;"P J'T r;i..·,·1.·r-1·1 Tl<''.'1' 'Cl'l·'DJ'f FOR CERTAIN •:Ja:1\.,h1-. JJ\1,. .. J\.J. 1.-,,,.J J\ l'\\ ,.H:') •' .. -'"-' , \..--\:-' ., 

ELECTRIC UTILITY PROPERTY. 
8 (n) r~c1:g.\SB JS IXYES'C\lES'J~ C1.:ElHT.-l.>nragraph 

!) · ( 1) of ~c~diu11 -1 (}(a) ( deit•n11ini11g ilic nmonut of th~ in-

11 (F) 1o rrntl ns follows-

12 

] ':> 
• <.) 

JG 

17 

JS 

19 

20 

"(1') 'l'wm,\·E J>EHCJ:~x·r CJ:EDI'l'.-NoLwilh·· 

1rnrngrapl1, tlic nnwunt of rrcdii allowed lJy scr.fi,,n 

38 fur !lie hlxal,]c )'('<ll' ~;liall l,c nn nmonnt equal to 

12 1wrcr11t of the r1nnlificd im·c:-;l:i1cnt (as clcter­

rninctl 1111t1cr suh~cc!io.ns ( c:) nlll1 (cl)) ntlril.mbli!e 

to prop0rly clt·.~«rilictl in section :j(j (c} (:J) (11) (i) 

whid1 i~ m:ccl i>rec1omi1rnHtly in the f nu1c or lrn~ines.s 

of tlie fnrnisl1l11g or ~ale of r.leclrieal energy (otl1er 
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3 

4 

G 

7 

8 

... ,, 
- 38 -. 

1li:~11 prPpt•r!y tbC'(l as a11 i11lq.~r:1l p;1rl 11f n fal·ilily 

for tltt' g<·m·r11fio11 of ell'dri<·ily wliicli tt:-:<':-: petro1ctllll 

prirn·ipal fuel}. This ~nl11i11n1grnplt ::-hall npply 011ly 

to qnnlin,~a i11ye:.:tment uf n ta~q1nyer wl10 n1r<·!:; the 
requirements of section 120 of the Comprehensive 

Job Creation and Non-Inflationary Growth Act of 

1976." 
(h) }:1·F.E<.'Tl \'E ])_\TE.-Thc :tlll('1H11ilelll. llliHle liy ~uh-

9 S('C·tion (a) of thi:; scelion :::liall .apply cnly lo-

10 

11 

12 

13 

15 

16 

17 

18 

19 

20. 

21 

(1) properly to w11ic:h scc!ion -JG {d) doc~ 11ot np-

ply> tbc con~lrnclion, rrcon.~lruetion, or eredioi1 nf wJ1iC'h · 
:;-,4 /\'("-:. 3 ::..\.I 1-;'l,~ 

is completed hy the taxp:1)'l'l' n ftcr D<~eember ~n, HJI i>; 

lmt 1rn]~· lo lhc extent of t1:e l:asis tl1c·rrnf allribut.il11c to 

<.'<'>lbtrndion, l"C'l'OH$fl'lldio11> or erection aftc•r ~nth cllltc, 

( 2) propPrty to which feel ion .J-G ( d) tlocs not 
,, 
I.• 

npplj:, nr11uirrcl liy the t.1~q1nyer nfter .June 30, 1!37§, 

mul 

(3) propC'rty to wl1ich ~ef'fi011 -1G (<1) n11p1!c~, hnt 

nJ1ly fn !he rxte1.1t of the <111:ilifil'd i11rr~tnwnt (ns dctr.r­

rninrd lllHll'r ~uJ1:":Ccli(JJrn ( r} nud ( '1)) with rc~pcct to 
• · j - ,11-! lO/ Ji i'6. 

qtwlifi<'tl l'rogn'~:-: rxprnclil11n•s m:ulc· afll'r DPrrrnlic·r :! I; 

I (\!"I., -iJ { :>. 

--

f"O"R \ 
() . 

~ t,.... \ 
t:l 
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PHOGHES8 EXJ>E::-\IJi'l'UHg cngJ)l'fS FOH CEJt-

'J'A l N ELECTHJ C lJ'fl LlTY PHOPEHTY. 

J>nragraph (7) of scdi<1?1 -JG (cl) (relating to !mu i-

1icrnal ru1l';) for t111alifil'd Jin1gre;.;:; expenditure tretlit ) i.~ 

(o'f"l. l } ll ) 1·~ l seHtcrn·c: J JJJ_s parngmp.1 ~ rn 1101: n1J11 y 1.o <jun 111e1 

iwogrC'~:s cxpcll(lit11rcs attril1u tnlJlc to property dcscrihed 111 

9 su1Jpnrngrap11 (F) of ~cdiu11 -Hi (a)' (1) .~'. 

10 SEC.115 .Lfi\HT,\_'flO:'\ O~\' Fl.OW-TJIHOUG!I. 

11 Scdinn :J.G (f) (rdatillg iu li111il<1!ion in case of tcr[;tiH 

12 regulatc:d c01npa11irs} i.$ nrne11dcd lJy ncldiug at the cml 

13 llicrcof the following new parngrn.ph: 

JJ. 

15 

lG 

17 

18 

19 

~o 

21 

()o) ...,,J 

"(fl} J:>uonnnTJOX OP DL\fEDl..l'fB l~J,O\\'-

~'JIHOUGll.--_-\ i1 rlcetion rnaclc n11tlC'r phrngraph (D), 

iJH·luding •lll eledion mndl' nndrr p:nagrn11h (8) to ]rnn~ 

the proYi~ion~ of parngrn11h (3) npply, f'liall npJ.'ly 011ly 

to the amomll of thl' c·rcllil nllow(•tl ttllller S('dioll ;)S "·ith 

· rc~peel to pnhlie utility properly dl'::tri)Jl'tl j11 81tl1::ee-

tion (a) (1) (F) determined as if the Comprehensive Job 

Creation and Non-Inflationary Growth Act of 1976 had no t 

h (1) Or (2) (whichever paragraph 
been enacted. Paragrap 

--
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1 is HJIJ.i]i<·alJ]e !CJ t11e foxpayc·r~::: 1-.rop(·rly: if :111y: (11 wlii1 h 

2 ]Jrtr:1grn}iJ1 U;) doc$ llOf npply) ~}1a}J tl}l}'ly to illl.\' <'Xt·l':-.' 

3 crC'Clit :illo\n·<.l l1y ~uch ..:\d, c·x<·c·pf tl1at ir 11£'ill1t•r par;1 

4 grnl'l1 (l} iwr (2) is rq1pliralilc f<J a11.'· of tliL· tn~ -

,5 i)nycr's pro1H'rty, p11rngrnpl1 ( 1) ~l1all npply lo snd! 

G cxcr;:.;s c·r('dit 1111k~~ flit· I axpnyc·r l'leeb {i11 :md1 111;11111 <.·r 

7 ns the SN·ret,uy or l1is dckgnlc ~lrnll pn'S('rii;c) \\'ill1i. 

8 
120 days after the date of the enactment of the 

Comprehensive Job Creation and Non-Inflationary 
9 

Growth Act of 1976 to have the provisions· of 
10. 

· paragraph (2) apply. The provisions of this p 
1.1 " 

~ graph shall not be applied to disallow such exc . 
12 

credit before the first final determination whic 

13 is inconsistent with such requirements is made, 

14 ( determined in the same manner as under paragrapr. 

15 (4).". 

lG 

17 SEC.116 .. EX'l'E:\SJOX OF PEH.lOU DUl:IXG \\"HlCH POLLl'-

18 

1.9' 

'l'lON COX'J'fWL F ... ~CILlTIES ;.\1.AY Qr.\LIFY FO i~ 

5-YBAH A:\IOHTIZ.\TJO~. 

20 Scttion lGD (d) (-J) {l~) (dcfi11i11~ lit.'\\' icll'uliliald · 

.21 trent111rnt f:u·i1ity) is nmt•11<h'd hy striki11g (Ill{ ".l:11mar.' 

22 H){(j'' n11tl i11:.:Prti11g in lieu rlu·rl'of ",];1111t:1ry J~ 1!181''. 

~- . 
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SEC.117. .. \)JOJtTJ/,A'fiON OF cmrnFJEJ) FUEL CON\'EH· 1 

2 SIOX BLJ.;CTHTC J'OWEJ.t GENgHA'J'n\G l"'li CJ Ll· 

3 'fIES. 

(n) lx Cl1·:.:\Eil.\L.-J>nrl Yl CJf i-:ulwlrnp!<·r J} of dH1pl<•r 

I 

G ralio11;-;) i:S :1111e1Hl<·tl l1y addillg nt !lie t•11cl ll1c·reof !lie fol111w-

7 i11g 11ew scc:tiun: 

8 ''SEC. JS!) . .-\2\lOHTiiA'l'IO:~ OF CEHTlFlEJ) FUEL CONVI~n-

9 S10N ELECTRIC PO\YBH GE!:'gH,.\'l'JNG FACILI· 

10 TIES. 

11 "(n) A1.1,cnr.\XC'E OF ])Elll.'C'fH>::-:.-En·ry 11rr:'Oll wl10 

13 rnt•C'tS the l'CIJHil'<.'ll}l'll{S of ::r.('{ioll 120 of the Comprehensive Job creat 

l~ and non-Inflationary Growth Act of 1976, at his election, 

14 slwll he cntitlPcl to fl tkdndioll with l'C':'JWd tu the nmortiza-

15 tiou of t]1c amortizahll' ha:-i:; of a11y ccrtillecl f1H·l ctiHn'r;o:;im1 

lG elcetrie power geurrnling fnC"ility (<is dC'fincd in ~nh~cC'lioH 

17 (t1)), l1a~l'<l on n )ll'riod of GO rno11l11s. Sntli niaor{iz.1fio11 

18 detluelio11 ::hall hl~ •lll ~111101rnl, will1 n·:::pcel lo r.at11 HJ011 lh 
. 

19 oi tlw <iO-rno11tl1 Jll'l'iotl wit11i11 111<· f;1\al.1lc Yl'ill', l'qnal lo !lw 

20 :rnwrlizable lia:-:is of tlH• ecrlifi<·t1 fnl'l eo11n•rz'in11 c·l<·C'lric 

21 pow<'r g<'ltf'ralin.~ f:ll'ility :il !lw <·11tl (>f Sl!(']t 111011!11 di,·i<l<'d 

22 l 1y I he 1111111 l H'I' of 1111111111~ ( i II el1111 i II~ t:l IC' Jll Oil fl I for wl Ii ('Ii 
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with n·spcd to any rerliol'tl ful'l c·o1:rcr:-:ion t ]edric pu\\·1·r 

ge11l'r:ili11g LIC'ilit,r for n11y month ~liall lie in lirn of tl 

clcprcciation <k<luetio11 with rcspc•<:f lo su<'h fa1·ili:y for ~11 c:1, 

rnont11 lffoviclctl l1y :-:edion 1G7. 'l'l:c (j0-m:mt11 ]J('ritH1 :-;Lal! 

generati11g foC'ility, nt tlic clc'rlion <:f !he taxp•:y•·r, \\'ill1 t1 

month fo1lowjng t·J1c llJOJ1 ih in wliirh ;-;uth fa<·il!ty was plal L'' 

m scrncc or with the sncecc<li11g l:ixnl;lc ) t'<iL 

the G0-111011!11 iwriotl with tl1c 111olllh followi11g the 111n<! t
1

1 

in whid1 tlir. ecrtifll'<l Juel <:0Hn'r:.;in11 ell'ctrit· )Hl\H'r g.T11t·m; 

ing fneility was phH'c•d in ~e1Tiec, or with t11t' lnxalile yu 

~ucccctli11g the {11xa11lc )'l'at' iu wl1id1 stH·h fol'ility is pht \, 

in serrie<', 5:l1all lw rna<lc l1y fili11g- with tl1c ~t·<:rdary or Li 

. 
22 i::t·rilll', n i-;(;1(t•11H·11I of ~lt('li <'l<'l'li1111. 

20 "(1·) Tl'l:~l l'\ .\TIO:\ OF.\ ~!<Jl:"l'l.%.\Tl<l~ I )J-:lW<'Tlll . 

2..1: .:\ fnXJ>tl,'"l'J' wlti1·L 11:1 ~ t·ll't'tt•tl 1111l11•r ~11h:-=t•t·li1111 (11) fn t·11 
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· 1 c·0Jln•r:-:io11 eledri<'. ]>Cl\\'t'l' gt'Jll'ntfi11~ foC'ilily may, af any 

3 ti111c nfl1·r rnnki11g l"lll'11 elt•dio11, tli~t·01iii11ue tl1c n1110;-liza-

3 tio11 cll'1l11elio11 witl1 n"'l.'t·<·l to the n•111nimll'r of l11c ni11ortiza-

4 tio11 ]_ll'riml, ~ud1 cli~t·o1llin.11:1nc·<· to li{·~i11 ns of llie lH.1girnii11~ 

G of n11y rnn111l1 ~jlt'<'ifit•<l liy ilH· tnxp:t~'<'I' i11 n JHlfic:e i11 writi11g 

' G filed wit11 111c St•t·rl'lt11'\' or 11i 1lt·lt"1'<lll' lH.·furc tl1c 1iro·illl1i1w • r.;; 0 0 

? of ~11t11 rnoJ1fl1. Tlw dt'lll't•<:i11tioll <h·tl11ttion proYidt•tl ·m1<1t·r 

8 ~cction 1()7 :-hall 11<' nllow<'d; hc·.~iJ111i11g with tlw Iir1'1 rno11il1 

9 fl~ to w11id1 thr. a111nrtiz,1tio11 cl<'llnttina dnrs not apply, nncl 

10 fJJC tnxpayrr $lHill 11ol he <'J1tillc·t1 to m~y fnrtl1c.•r amortiznticm 

J 1 ded net ion llll(ler tJ 1 i::: srC't ion with n•:::p('t{ to i'llth fo c:ili ty. 

12 " (cl) CEWJ'J,FJEJ) rn~1, CoX\"EHSlOX ELECTUIO Po\\'EJ:. 

13 GE~EIL\TI~G F.\C'lT.lTY.-}'or 1rn11rnsc~ of tlii~ S<'rfion tl1r 

14 term '<·crtiflt'tl !ncl c·onn•rgon C'lPdric ]_W\Yrr g<'n<.'r;1ti11g fo-

15 c:ility' rnrnns m1y foeili ly for tlic gt•1JC•n1tio11 of ('}('C'fri<'i ly 

J.G wl1ie11 dot·~ no( n~c J.><'trnknm or pP1rnh•nm prodnd~ (in-

17 dudi11~ w\tuml g:11') n~ it~ prineip.11 fuC'l. 81H'h krm indntk's 

JS onh' tn11 11·ilih· 1u·o11('r(y .(no!· i1H·lmli1w a lmilcli1w mHl its(.·~ .. r-. • 0 0 v ( 

(;) ~· .... 
19 ~{rndmal <'C1mpo11r11I~, othc·r th;rn n lrnihlii1g wl1i"h is ex- :;. i.. 

v' •:\ 

20 du~in•ly a ~<.·11t•rati11g- f;wility) \\'liit11 i~ of a dwral'l<.'I' ~nh- --·~/ 

21. jN·( to !lit' nllo\\·n11t·r for lh'Jll'l't'i:tliou l'l'OYide<l i11 ~(·('(ior 

2:1 l Gr, n11(l wliid1 j:-; u~l'<l pn·1l11111i11:l1ltl,r in thl' trath• or lnt~i .. 
• 

2a 11<.''5 of flt(' f11rni:-.lii11g- (Ir :-;nl1· t1f <·lt•drit·:il l'lH'r~~." if tlil' r:tl(' 
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1 .thereof, hy an ngency or i11;;lrm1wnt:1lily of the 1;11ikcl Stal1•:-:, 

2 or by n J.HllJlie scn·jl'c or pnl>lic utility con1111i:.:~iou or otltl'r 

3 similar l)(Jdy <Jf ai1y Staie or polilil'nl ~nl.1cliYi:·ion il1en.•of. 

4 " ( e) .A :.JOHTJ_!:.\.HLC ]t\f'lS.-Tor p11r11c1:.:('::; of ll1i :..;· ~t·.r-

5 tion, t11c nmorlizalJle ha::i~ for nuy t'(.'r!ioed Jm·l c·uHn·r:.:ion 

G clc:drie power gt11rr.1ting foc·ility i11 c·lmlC':-! only ;.;o nn1C'h of 

7 tJ1c mnonul (If the nclju ;:;t t•cl lH1:-::i:; of ;-;nd1 fa('i]ity for cletrr-

8 mi11ing g.1in ( eornpnf eel ... witlwnt. n·gai·cl to llii~ section) 

9 whieh: 

10 " ( 1) i::; iwoperly nttrihuta l11e to conslrnc-tior:, rccou- . 
Ji:,, ::'.". :.Jr:.; 

ll strncti011, crra!ion, or nr<1ni~itinn, nfter Jh·t{'mlwr·--3~, 
N"l~ 

12 HJ75~ 

13 "(2) is ccrlificc.1 hy t~IC redernl Em)rgy Ad1nini 

14 trntor (nn<lcr sueh rrgnhltions n~ lie shnll prrserihP) n::; 

15 being nllrilmtnhle 1o the cmn-r1:~ioa or rC'plnecmrnt of n. 

lG foeility for tho g<'1wrntion o[ ·c·lt·ttric cnC'rgy wJ1id1 011 

W" e 3~.i tr l t 
17 Dctc!mher-{} l,-J-9-t::J, nsrcl prtrokmn or pctro1c•um 1wod-

l8 ucis (i11c·l11di11g nnlnrnl g~.t~) ns its prim·ip:11 ftwl info 

19 OJ' with a C'<'rti ocd f1a•l C'Ol:t'\"C•r:::ion ·electric lll)\\°('1' g<'ll<.'l' 

20 

21 

22 

23 

2·.l 

nfing fnr.ilily. 

"(f) 'l'rnDU:\.\.TlO:\.­

" ( 1) I:-;: GE;\ElL\L.-. E~crpt ns prn,·i1lt·d 111 pn r:1 

gmph (:!), tlH• a111ortizaf i1 11 <lt•t1nttion pro\ illl'1l !ty tl 1i 

~Pl'li1rn :-li:"ill npply nnly t• 1 a f:wility pl:H·, <1 i11 i-:c·n·i1 

l1d1111· .T:11111;t1y 1. 1nn1. 
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'' (2) 1'1:1-:-1.11:;1 J•o1rr1ox.-In llrl' ea~;e of n fol'ilily 

tOl l~f rn l'f (•(l, l'l'('Ol l:'I l'lltktl, or (.')'(.'l'(l'<l l>y n IC I axp:l} Pl', or 

for tlJC laxpayc•r }Htr~wrnt to a c·oHtmc(. wliieh i:; 1,indinr~ 

on the htXJ>ayc·r 011 J·n11u~1ry 1, Hl8_1, ancl nt aJJ times 

thereafter, wl1id1 i$ i1bt·rd in S<'n-icc ou or nftt>r J111111-

nry J, 1981, the amortiz,1tion dC'llnclion proYillrd hy this , 

scdion $hall apply to that portit111 of the lx1sis \Yl1ieh is 

attribnt111Jlc lo construdiou, reconstruction, or erection 

before Jannnry 1, H>SJ. 

" ( g) SPHCL \.l, Hu J,ES.-
• 

" ( 1) ..A:.'IJOHTl%.\HLJ~ JL\SlS.- •I 

''(A) .'J.'h~ nmortizahle hasis of :rny certified 

fuel conYer~ion electric power gl'nerating fodlity 

with rCSJ)C'Ct to whid1 nn election ]ins been m:ulc 

under snhsec:tion (h) ~lrnll not. he incrcusccl, for pnr-

poses of this section, for amounts clw.rgrnhlc to capi­

tal ncc01mt for nclditions or impron'n1C'nls nfil'r flic 

mnorlizatiun period ha:-> lwgun. 

"(B) 'fhc tkprrrinf io11 ckcluriion J?roYidccl hy 

section 1.G7 :-ltall, i10lwith~tandh1g £:nhsrc·titin (n); 

he nllowt'd with rr=-pt•d to the porlion of tht' amor-

flJ)Illyi1w thi~ ~rc-fin11. • n 

"(2) Cd>::fflH"<'Tl\'I: 'l'ElDTl~.\TlO:".-Jf nf :111\" 
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co11\'(•J':-:i1111 <'ll'('[rie 1111\H'I' µ:l•11c•r11li11~ f;t<'ilily <·t·n:-:.l'=' (1) 

tcrmi1wtio11 ~hall lie <.'ffoc:tin! lH·gi1111ing with !lie 11w11tli 

fo]Jo\\'i11g t11c mo11tl1 i11 w11id1 ~nth c·c~~~1tio11 ot·t11r:::. 

"(3) ]{ \.'I'E:\L\Kl ~G 'J'HE.\ T:\I EXT.-'fhe tlc·dudio.1 

n1lowc1 cl liy thi::: section :'liall lw C'o11~idt•ret1 to lw a rnctl1ot1 

of c1P1ffreiati(111 dc:-;l'ril1e<l in ::;cdio.n Hi7 ( 1) {2} (n) . 

"(h) I.Jll:'E TEX.A:\T .\:\J> ]{E)L\lxnEJDL\.\'.~-In OH• 
• 

case of any errlifinl fnel (·011n·r~io11 rkctric powt•r g<•JJernt 

ing foeili1y held hy OllC iwrwn for life with n•mai11dl'r to nn­

.otl1cr pcr::;on, the c1l'dnetion mHh•r t11i:l .sedion slwll be eom-

1mft'cl ns if the life lcnm1t \n•rc the uhsulutc owner ·of th 

facility and ~liall lJC n1lowalJlc to tJ1c lift• tenant 

" (i) Cnos:311El:'EHE:\CJ~.-

"For f rcaf mcnt of <'el'fnin ~ain dcri\'ccl from th<' di.::. 
1>osif ion of JH'Oii<'t:l.r the ncljuskcl basis of "hkh i-. 
dctrrminc<l with rc~ard io this scdion, sec sec! ion 12 J.i.". 

17 (b} Coxro1nrrxo ..:\..)IEXll.:\IEXT8.-

18 (1) Scttion -18 (a) (8} (relating to :mwrtiZ('d pro ) 

19 <·riy) is m1H11Hletl J,y ~!riki11~ out "or 188'' nrnl i11~<Tli11 

20 in lien th<TPof "188, or l~!l . " 

21 (2) Ri.•ction 57 (n} (n·l.1ti11g lo ifl'111-: 111' fax prd . 
23 C'J'Clll'l') i~ :IJIH1llill'tl ii,\' :tc1(1i11~ i111l lll'lfoJl1·l_r ;tfl<'l' p;l l':l­

'''3 ..,, ~nljlh ("111} llll• f111J11wi11~ Ill'\\' )l:ll':l~1':1j1l1: 
..... 
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" ( 11) .\:\JO!iTIZi.\TIO:\ <W <'Et:TIFIEll 1'Tl·:1, ('0:\­

YBl:~l(t); ELE<~TH J(' J'O\\" EH 1"..\CJ LITI J·:!';.-\\'ith n• . .:p<•t·(. 

_fo <'ad1 et•rtifi<·<l f1H·] c·o11n•r:::io11 l'h><·tric i1owrr g"l'lll'rat­

i11g foC'ili ly for wl1i<·]1 all c•kt:tio11 i i11 C'fft•d u11ch•r ~el'iit•ll 

18!), tlrc ;111H11ml l1y wl1irh the dcd1wlio11 n1lo\\'al.i1e for 

tlJC i:lxnl>k· year 1111cll'r :::·ud1 sedic111 exl't'l1cls tl1e deprc ia­

tic{i1 declttdi 111 wl1itl1 \ro11hl 0{]1enYi:::{· l1e al1owal1k 1111dcr 

Sl'Cfiun J G7.". 

(3) Seetion G4-2 {f) (n·l:itin~ lo nmortiza!io11 drtlnc-
... 

tion for c:-;tntes nwl tru~ l s ) is aH1c·mlrd hy striking- ont. 

''nncl 188" nnd i11sl·rli11g in lieu thereof "188, or 189''. 

(-!) Sediun 108~ (a) (2) (B) (n•lnti11g to l1a i:' i!l 

crrtnin rxeliangc·:;) is mncndecl l1y slriki11g onl "or 188'' 

nml irn;rrti11g i11 li(·n thereof "18~or 18fr'. 

(5) Sretion 1245 (n) (rdating fo gnin from di~-. 
i10silions of certain clrprC'tiahlc pro11rrty) is nnwmh•c.l­

(.A) hy striking out "or J.88'' cnch i)foee it 

flJlPl'<H:5 i11 pamgrnpl1s (2) nml (J) (D) :rnd in-

sC'rli11g iu lieu tlH'rrof "188, or 1mr'; 

(lJ) hy sf riking ont "or. J 85" iu pnrngrnph 

(2) (D) aml in~('rliirg iu lil'n thereof, "l 8:), 188, 

or 18!)''; :111<1 

(U) l1y :-:lriki11~ ont "or 18tf' i11 pnrngr:1pl1 (:1) 
; 
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1 for part VI of ~nl1drnp!c·r B of tliajtl<·r 1 is a111t·11clecl 11,y 

~~ ndcli11g nt 1J1e P11tl llH·n1ilf ilic follo\\'i11g: 

''Scc.189.-.\mm;tiz;ilion of ("(·rlilh·d fm•J l'Onrcr:.:i1111 cl<'drit: 
power gi·JH•1·nf i11p; fat:ilifi{'S.:'. 

3 (cl) }~FFECTIYE D,\TE.--'J'Jie nrne)l(lmcnls ~11a1le· hy tl1i 
J.d . ...>• 

4 ~c·ction ~hall npply to pruperly pl need ill ~crvicc nf ter D<?C"-')Hi-
30; I . 

5, l1cr-3J,-1-!Ji-ij, in faxah1c y<'nrs encli11g after snr.h d:11c. 

9 SEC.118..· DEPHECL\.TIO:-~ OF QU.ALIPIBD PHOG~G~SS B_\.. 

10 PEND1'1'URES FOH CER'J'.AlX ELJ~C'l'IUC 1:1.'ILITY 

11 PROPEH'l'Y. 

12 (n) Ix GEXEH.-\TJ.-Section 1.G7 (n•bfillg to dq>rel'i. 

13 ti on) is nnwmled hy redesign a ling sn bscdion ( n) ns sul1~ec-

14 ti on (o) and hy ndcliug a new sul1scC'li on (n} to read ns 

15 follows: 

16 "{n) ]) EPHEC'l4\'l'l0:\ OP QU.·\.U FIED P1:0GJ:ESS E'\ 

18 mnY.--

19 " ( 1) ELECTJO-:\ TO J>El'HEl'L\TE QUA1.ll:'1EI> 11nnc;-

20 m·:~~ J~:\ 1·E~lll'JTHEf;.-~\ HY taxpayer, \\·)10 111<.'cfs tb. 

21 requirements of section 120 of the Comprehen 

22 Job Creation and Non-Inflationary Growth Act 

of 1976.L ~ay elect, in accordance 

tions prescribed by the Secretary 
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or.}ii:) cld<'g<tie, to corn1n1tc· an allc1\\'Hll('l~ for de11reeialjo11 

for tl1c taxal1le year umh·r n Hwtlw<l descriliccl in !;llfowc-. ~ . 

tion (l.i) { 1) i (:n or (~3) J,asc<l on tlw ndju:>iccl lrnlnll(:c 

(as of Ilic ewl <1f 1l1r. tnxalilc yc·ar) of rneh qualified pr~1g-

rC$S C:'\JH'lHlitur(' :1ecoui1t. \\'ith respcd lo progress expend-

Hnrc propc~rly using 1J1e rc·maining useful life of ~uch ac­

com1t (inf'luding Jl1c yrni· for ,r]1ich the allowane:r is com-

1mtcd} nml 110 snh-agc Yalne .. An c1cetion under t11is 

i::uhscction s1wll apply to nll CJHilliikcl progrrss cxpe11di­

tnrrs of the tnxpayc·r for the laxnl;Jc yrar of the clrction 
• 

and for nll taxahlc years thereafter. An election once 
~ . 

rnndc may 110! he reYokcd except with the consent of 

1.hc SeC'rc!ary or his delcga le. 

" ( 2) • l"JJWC:11ES.S RXPRXDITUJ:B J:l~Ol'EJ:TY })E-

l:'lXBD.-

"(A} Ix GRXJm.AJi • .-For pHrpo~cs of this sulj­

scc·tion, the trrm 'pr.ogress <:'::qrnnc1itnre propC'r!y' 

means :111y electric utility pro11crly whiC'h i~ being 

constrnc·icd liy or for the ta:-q>aycr mHl \\'hil'h-

" (i) hns a. i1ormal N1ns!rnc·tion lJC~riotl of 

two yr1us 01~ m01·p~ :rntl 

"(ii) it is r<'nw11:1l1lc to bc·lieYC will lie 

]ll"OJ>t·rly with re~]JC'tf lo wl1ic·l1 drpn•«ialion (or 

nmortiz:1 lio11 i.11 lit·11 l1f 1l,·j1n••·i:diou) will lH' al-
.. -.. . 
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sen· ice . 
· ... · 
Cla11st'S (i) mHl (ii) of the prcrr1li11g sc:11ie11ce }:l1;1ll 

lH~ applied on t11c hn:-:is of fods known :-it the cl11~c 

of the taxable yl'ar of the tnxpn,rcr in wliid1 c-011-

strnction f1cgi11s (or, if ]nter, at !lie do:-:<' of 11H• fir~t 

taxnh1c ycnr 1o wJ1if'h nn election 1111dcr il1i~ snli-

section _applies) . 

"(13) Xou~f.ATi COXSTJfCCTfOX ]'EHron.-:For 

}llll]lOSC'S of :ml1paragraph (.A) the- term 'norm. 1 
• 

construction pNiocl' rnc·ai1s the· period. rcasoun lily' 

cxpcc·frcl to he rc<p1ire<l for the con~lrnetiou of tl1 i" 

"(i) 1Jrgim1ing with t11c chte on whi<:h 

lJhy:::ieal work 011 the con~truetinn hC'gin:; (or: 

if ]atcr, the first tfov of the first taxable Year to w ~ 

which nn dcction urnl<'r this snl1::retinn npplil'.), 

arnl 

".(i.i) rmling on the elate on \Yhith il i::: c·x­

llC<:lNl that ilw Jlr0]'1<.•rty will he nYailalifo h1r 

·placing in BcrYiet·. 

"(B) Qt'.\1.lFIEl> J"HOUHESS l-~XPE~Jll'ITHES )) 

Fl~ En.-Vor pnrpo::;e:; of thi~ l'uli:::t•dio11-

" (.\) 81-:1.r-<-o~STl:.Fl'TEll l'I:Ol'Eltl'Y.--111 1li· 

t';l:::.t• of :rny ~(:lf-c·u11slnu·ll'll prop<'rf.\·, llw il'rn1 'qu:il 
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jficd l')-C1 :1·1·l'S' {) .. :-. C~jl('llllil11J'l• • JJl('HllS IJm HllWllllt 

\\·l1id1, for purpo:-:e::; nf t11i ~; ~ectio11, i:-:: properly 

ehargt·al1le (d11ri11g ~tl<'h taxnl1lc ycnr) to r«1pilal 

an.:oulli: ,,·j 111 rl':-:J.lC'd I 11 :-:ul'l1 prt;1wrf-y. 

ti (J)) 'Tc1:\~_,J,'' J•'-('()'°l:'l'J'l:"("l'J·'') > .;,.\.,, .-,.1,., ._'\t.JJ .. l .. .1 ... J 1 'J:O l 'E!:TY .--

In the ('asc uf 110:1·~('lf-co11~!ru<:tul property, !lie 

tl'rm 'qualified progrr . .;::; cxpell(liturr:;' 11H'ull~ tl1e 

Jcgscr of-

"{i) tl1e amount paid dnri11g ilic laxalilc 

. year tu a110thrr per:::<m fur iJJl' c·on::.trnt:tioil uf 

suc:h propcl·f.y, or 

"(ii) the mnount whieh rrpn~::rnts that 

})1'0l)ortion of the 0Ycr~11l co:::t to tlw lnxp::yN of 

the coustrndion hy snd1 othrr prrwu which is 
• 

strn<'tion wliic-11 j:-; con1pl<'il1d _dnri11g snf'h iaxnl,le 

ycnr. 

"(1\) (\L\l l'O::\E::\'I' P.\ HT:-)> ETC'.-Propl'l'f,Y 

w11il'li i~ lo lw a <·m111H1m•1ll p;lr( llf, <11' i=-- oll1t•r\\'i:-:l'· 

to ht• i1wl1ull'<l i11 1 :111y l'rogn·~~ <'X]lt'ilclilttrl' pr11JH'l'( 

~hall J,<' f;d\e11 i11fn :H·co111il--

" (. \ l-1_ :d a 
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111~ i•1ogn·~:; <·:-:pC'11<lih1re pro1wrfy, and 

- "(ii) a~ if (n t t11c f i111c n·fcrrcd lo in <·lau~e 

(i)) tlH· l<txpayc•r )?acl C'X)ll'IH1etl · a11 :uri<~llld 

tqnal to lhaf portion of t11c co:;( to tla1 f;1x11aycr 

of i-nd1 t0111pm1c·11t or 01l1l'r prop<'rly \\ hif'l1, for 

ptir11o~cs d tlii~ scctioll, is pro1wrly c·lmrgC'al;l 1.~ 

( cluring £:i('h ... fnxal.110 yt•ar) to c:n11i la] nccol!H l 

with r('::pr<'l to ~uc:li property. 

" (13) CEHT.Lux no1rno\YIXGS 1nsHEG.\1:1·1En.-

.A11y muonnt l1orrowc·~l diredly or indirl'dly lJy tlic 

tnx1wyer from i11c person co11strneting the propcrt~· 

for 11im sJinll not he lrenft'tl as an mnount expcntktl 

for such constrnction. 

"{C) C1-:i:T~\IX -cxusEn EXP1~XJ>l'JT1ms c~\1:­

JUED OYJ:u.-Jn tl1c case- of non-se1f-eow:trntkd 

i1ropcrly, if for tl1c taxahle year-

" (i) t11c nn10n11I HJl(lcr clnnrn (i) of para­

graph (8) (B) C'XC'C:('th the mnoulll u11tkr d:1t1 -'C 

(ii) of i1:m1grnph ( :1) (H), tl1t'll tht• amotmt of 

sueh cl:rn~c· (i) fm; ll1c• :-:tHTC'('di11~ l:tX;ll1lc· yrnr, 

or 

·- "(ii) t11t' :1mou11 I 111Hh•r rl:imc (ii) of p:1 ra-
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c1ausc (i) uJ p~1rngrn1'1t (:3) (H): tlic11 ll1e 

m11ounl of ~;ud1 c•xc<~:::s !'hall lJC t:1k<'J1 i11to ac-· 

coun( Hlltkr rntl1 tbu~e (ii) for t11c succ(•cdi11g 

laxnl1lo )'l'cll'. 

"(D) ])J.:·n-:tDI l::\.\TlOX OJ:' PEl:CJ·::-\'.J',\(.m ()}' 

CO)) l'LETlOX.-- ] II Ilic l'il:O:(' uf Jl(lll-S(11f-to11-:; trncfcd 

prop<'rly, t11e lkll-n11i11ntio11 tmiltr 1wmgrnph (:3) 

(B) (ii) of the proportion uf !he on·ra11 ccist f o the 

tax11ayl'r of tlH• to11:-:l rndio11 of any properly ·wJ1it11 

is i>roprrJy nttrili tf<il1lt- to co11:-truttim1 c:ompJricd 

cluri11g .1uy taxn11fo yt'ar ~h:ill he made, under rcg­

t1lntio11s iirt;-:e:rilH·tl h.r the f:kcrc•l:1ry or J1i:, delegate, 

on the lrnsis of c11ginN:rillg or n1:c11ill•cf nral cstirnaiC's 

or <lll. tlie lJ<tsi~ of co.~t necnnnling rc·cords. U11lc.ss 

the t<"lXpoyC'r C'Sf Hhli::11cs otherwi~c hy elem· mul cou­

vincing cYidc·11rr, the constrnc-tion ~hall he dcC'mrd 

to lie c·ompletPd Hot. more rnpidly thnn ratnh]y OYcr 

tl1c 11on11al coH~frndion period. 

iwogre~s rxpt·1H1itun•. r-:hall !Jc taken i11to fl('COtrnt 
Ju fr 

nmlt•r tl1i::: ~ul1~l·l'liti11 for :rn,r pPriod liefort' tT<lllu ... 

~ 1, lffi(i (or, if !alt·~·, l>l'fon•. tlir. /ir~I cby of tl1c; 

fir:-:l ta:x:1 lile yt•ar to wliid1 flll t•lcclio11 1111clPr thi~ 

~1·t11~t·l·fit111 a pplfl' ) . 
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,, ( J1·') J> J:OJ'Effl'Y CE.\i-iEX TO JlE l'J:()(;J:J·::-i~; EX 

nu.r pr<~JH'rly for \Yl1it'h ll1l're i:; c:11rrt•11tly rnai1ilai1H'1l 

a <JHnlifit·~l progrc:::s cxpcllditurc ntTom1r c:en~e:; (liy 

n•nson <•f Enlc or oilier cfo:pusili011, C'aJll·ellalion or 

nhmHlo111m·11t of ('<)JJ!r:t<'I, or 0!11cnd(.; C') io lie, \Yi !11 

rc8pcct to tlic f:lxp.1yer, propc•rty wliieh, \rlicn 

placed fa sen·je~ \\·ill he clec..:tric utility properly, 

then tlic·rc s11all be j11C'lndcd in fhc gro:,;s iHcollle of 

the Utx1l11yer for tl1c tnxnlJJc.y<':tr of snt11 c:c~~ation nu 

mnonnt c·c1n:1l to the :::11111 of n11 deJ_>reti:1lion nllow­

anecs for pr~or taxal1lc yenrs \rit11 rr~prcr to suc:11 

qnalj[jcd prngrcss c·x1w1H1ilnrc accouJJL 

.'' (5) 0TllEH lJEFlXlTJOXS.--}'or 1Htl'p0$0S of tJ1i . 

s11 l1srct ion-

"(A) SELF-COX:-:>Tf:l~eTED J.1J:OPmtrr.-'l'l:o 

term '~eH-eonstruC'it•cl property' rnra11s ]H'o11rrty 

more fl1:111 liHlf of the t·o11~lrnttiou expl'm1iture:-\ for 
. 

wl1ith jt i:-> r<.'a:'l>11alile lo l.lt'licrc will lw lll:Hlc 

din•c·lly l1y I lie la:\payl'r. 

" ( B) Xo:\~8ELt·'-('0);:-5THL't.:'J'EJJ I'J:01 1E1:TY. -

'J'lw f<'l'Jll '11011-:-:c'lf-c·i.111:-:l rndc·d lll'llJ.lt'rly' 111e:t11" 

propl'rt.r wl1il'li i~ 11of :-=t J( 1·1111:::trndl'11 J>rnpPrfy. 

"(U) l'o:\~Tl:lTTIO~~, ETC.-'flie lt'J'Jil '<'Oil·· 
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1 { l' . l , ( ( 1 l ( 10 krJll c·o11~tn1d <'' 111<.' 1u1es n·c·1111:'> rne <'t a1H 

"(])) 0:-\J.Y ('.:\l')'L\J, C'OX)';'J'lllC'rIOX ~ro ):E 

'J'.\l\.E~ J~TO .\cc·o1:XT.--Con~trnf'linn slwll lie 

. 
tim1, c·xp<'tHlitm\·;.: tl1Nefor nre i1ropNly (·h:ug<·alih~ 

to c·apib11 aec:ou11t. ,\·it1i rc·s11C'ct to tlw iwoperfy. 

" ( (i) 1? JDr. \JSl.~ c: L SEFUJ1 J, l FH 1mnxm ).-r or 

1rnrpose3 of p:1rngraph (1), {lie remaining rn:c·ful life of 

l'XJ1C'clcd n~dnl life of the propC'rl:y wJ1c>ll i1lnC'C'd iu ~c1T­

icc (incha1ing nt the c•lcetion cif the taxpayei· n n~Pfnl 

life clrserihrd in :ml1~rttion (rn), \Yhic-11 election ~hall 

not afft•(:I ;1ny oihrr rlertion under sneh snhsrc-tion), plns 

ihc i1criocl of timr r('mai11ing hctw<.'Cn tho fir:;t day of the 

tnxahk yc.1r for which the deduction i~ 1Jt·ing c:om1n1il'rl 

:rnd the (btc on ''"hiel1 tl1 c J.ll'OJ.Wrty i:; c·x1wctccl to he 

i)facrtl in st~rvic('. 

"("i) ELECTIHC r·i:1 LlT¥ PHOPl~T:TY ,-..]hH' pnrpo . ..;(':) 

of t11i:.; ~nl1:::rtlion, the fcrlll 'rketric utility proplTly' 

lllC'flll~ :my t:111gil1le )H'tljWl'ly whitl1 i:-; liti11g ('OllS(l'lll'l l'tl 

l>y or fur !hr (axll[l\'(•r nllll wl1il']1 it i;:; n•:1~1111al1lc• to lH'-. . 
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as nn i1ill·gr:1l J.>•trL caf a f,wi!ily for t11e g't'll<'r:t!ioll of e!c:c:-

trjC'ily w}1ic-11 u:=:r.-; pelrol<·111n or 1H'frolt•11111 pru<lnd~ 

(i11c·l1uli11g- 11af1)r:il ~il~) a:-; ii::: 11ri11eip;11 fuPl)°. 

"(8) Ql.'.\LIFIEn l'HOOm:ss EXJ>EXl>1TL"l!E _.\(.'-

tc·rrn 'qnalifil'd progn·:'s <·xpt'mlilurc <le<:onnr Jllf'<lll~ :111 

nrronnt lll<ti11t:1inrcl with rc:::peet lo nn ifC'm of progn::--s 
' 

exp(11111iturr proprrty, prior in tJw finw ~nd1 property 

is 111.H·Pcl in ~crric·r, ancl lo w11id1 t11C'rc is tl1argt·l1 the 

nmouuf of nll <111alifird pr.ogr('~S <'="PNH1ilun·;: 11rntlc liy 

the f nxp.1ycr cluring the tnxaltle y<>:ll' for tlie tOH~frn('­

t.io11 (l1y or for the f<lXp;1yer) uf ~u«h proprr!y. 

'~ (fJ) .AnJTSTEn JL\J . .AXl'E.-rnw ndjn:;ll'<l lwJancc 

of tlir gnalifie(~ progrC'·.;;~ C'X]H'Hcli tnrc aceouaf al tlw c·1ll1 

of the faxnlik yc•:u $]1n1l lie mt n111otrnt c>qual to ll1r h;ll­

nncc of the ntc-otmf nt t11c <'!Hl of tlie prc,·inn:. f:1x;1ltl<· 

. 
pcrnlil nn' for !he f;txalilc ye.ir fol' tl1e it rm of pro1wrfy 

wilh n.'~11eC'( lo \\"l1id1 l11e n<·eount i:;; 1w1iitf:1i1H·ll 11wl n·­

c111c·(•(1 l1y tl1e tl('11rc·1·i:t1i11n .:u1j11~llll<'11{~ «1llo\\"<11l or all1 1\\·­

nhlt· h\" tl1is ~ul1:-:t•<"lin11 witl1. l'<.'i:pc•tl to s1H·l1 :HT0111il f11r . . 
. 

tl1e )ll"l'\'iou~ t:1x:1l1l1· )"<':11". l f :( <111:1lifi<•1l pr11grt'~ ... < x-

1w1uli l1ll'l' :t'ft•11t11d lt'l'llli11af<'" 11111lt>r ~:ulip:1rngr:1pli ( 11 j 

(If (l1i::: )l:ll'il,!~l':tp11 ill tlllY f:tX:tJiJ,• )'<':\I', IJ11 11l tJ1P ;1dj11-.f1•1l 
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"(10) 1\))Jl'l:lTEJ) IL\!')!$ OF l'HOl'Eltn: •ro \YlJl('ll" 

. 'JJJIS scnsECTIOX 1\l'l'LTES.-Jn tlie ('[l~C of nuy prci6-

tninecl n qun:Jific<l prpgrC'~~ c·xprllclilme nrcnunt wiih 

rr~ped to wl1ivh an nllowanec for lll 1J.1rcc·i:tlio11 ''"as 

J.lrOp0riy for il1c lnx:1lilc year in whic·}1 it is iibcrd in 

~crrirc (eompu1rd without rc·gm·<l to nny ncljn~im«11t 

for dt"'pre('iation n1Jowl'd under i11is snh;,e('tion) !'hall lie 

rcdnr('{l for nny dc'prN:ialion adjnslme11i~ nllo'.Yetl or 

nllm..-nlJ]c wHlt'r tl1is snh:;;cc:tion \'i'ith re~pcc:t to Sll(·h 

qnnlificd progn'~s C'X).H'mliturc nec-onut to flie extent nny 

nmonnt so allowed lias not lier11 rcquin•d to he ree;1p­

turc<1 hy rrnson of iwr;tgrnpli ( .J) (Jf) (1f this ~nh-

scC'fion. 

" ( 11) 'rm:-)JJX_\'HO~ OF mmrcnox.-Tlic ckdnc-

1io11 for tlrprceinii011 of n qualified progn's~ rxpemliinrc 

nC'cotmt !'ltnll nof lie allowl'<l for (nu<l il1c <prnlifird pro~­

rc:-:~ rx1wmlit11rc :H'.l'onut ~11all tcrrninn!e ns of tlic fir::t 

(by of) the rnrlil'l' of-

" (A) tlic lnxnl11e yl';U i1J wliil'l1 the eledrie 

ufilif,\· propl·rty i~ pl;u·r·tl in :wrYi<'<', or 

........ 
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1 

2 erly c-c:lS(•s to l;c cl<'r.tric utilily ]ffO)IC'l'fy, 

3 or for m1y f axal1lc: yrar tl1C'rl'<tfttr. 

1 "{1~) H.\TJ:)r:\KJ.:\C: ·nm.\T.\tE'.';'J'.·--TJ1<: <1tdntli011 

6 

7 

8 

c1l'~Criht•<l in ~nl;.;(•dio11 (J) (~) CB).". 

(Ii} Co;\ F01D11 =-~<~ .. \ :.1 E:\JntE~Ts.-

{ l) Scdion J:?-!iJ (a)(~) (rclnting lo rrco1111mktl 

9 l)nsis) is nmr1Hll'd l1y striking ont "or" nt the c1u1 of ~l1h-

10 

11 

12 

J3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2-l 

grnph (E) to rC'acl as follow~-

,, (B) 'Yilh respt•tf lo any prog1'r~;; <.•xpr11tlitnre 

property c1P~rribet1 in st•ction JG? (!1) (~}: its a<l­

jusiccl lnt~is rcrorn1mtcc1 hy ·acldi11g tlH'r<.'!O nll atl-

ju~tments othcrwh~r rr<1airctl n~Hkr this po.ungn1ph 1 

plus nny :Hljuslmc11!~ nlioY;(•d nmlc·r Sl'dion 1 G7 ( u) 

with l'<'~PN'l l'o n qn:11ified progn'::'~ C'xpc·11<litnn• nc­

rmmf nt!rilmt:1l1le to ~m·h pro11c·rly, to t1w rxte11t 

~urh :H1j11:-:lnH'nls li.lYC 11c.t: lll'en rrc111in'<l to l1e re-

c·npl lll"C'<l niHll'r ~:pd inn 1 G7 ( 11) ( 1) ( F) . ~·. 

( 2) Rt•<·f iun l :?:>O ( h) . ( n·hl li11g Io tll'fi 11 i lin11 <1f atl­

tli lio11:1 l <kj1l'l't'i:1ti1111) i:-: :lllll'tHl.(1<l l1y :tllc1ing :l Jl<'\\' ~nli-
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.. "(! '· .'.1'1 · f<'i'Jll ';l<lclili<11111l dcprl'c·i:tfi011 1 also rnca11s .. . . .. . :· .. 
iJ;.-tJH~ ci~e ~.: .S~ion J 2.~10 lll'<>Jlt:'l"f,Y wliiclt is progn'~S 
. ·.. . : ....... ;,: ,,.· . 

<.fffUlidifa,re ~-J l'r!y (ns dc·fi11rcl jn r-:rtlio11 l G7 (n) ('") ) 

('10 dl'1;rN:in t' . 1 aclj11~f 111r11 Is nllow<'<l ullder snc·li sreti1111 

\\ itli rc.;;pcC'f. 111 a qrrnlifir·d iirogre~s rx1wndi!nrc ntcnnnt 

-nfirilmf[1hlc hl ~neh pro1wrfy, to the extent such nclju. t~ , 

rnm1ts l1:wc wi! hren }'(·qnir('d to he n'tnplnrcd ll!Hkr src-

fi,;;1 11}7 (n) (;1) (1?). In tlic Cl1$C of progress cxpendi­

htrc i1ro1lrrts l1clcl for rnore 11wn one year nftcr 1hc 

propcr(y wns i1bcccl in ~crricc, it me.ms such n<ljns!rncnfs 

which, when .cornhi1wtl with nll otlwr clcprcciaiion nd­

justmcnls ntirihufolJ]c to snc:l1 property, cx.ccrcl the 

nmonnf of tl1c depreciation ndjn~tments whirh woulll 

]iuYe rcsn1ll1 <l if nH snch dcprccintinn n<ljustments had 

l1cen clctcnnii°H'd unckr t110 slraight··linc method of ntl­

jnstrnm1t, using ns the lJ;.1sis of such property for the tax­

n hie year the propc)r1y wns plnrcc1 in scrYice the 1J<1$is 

of rnch prO])Crty without ndjnslment t1nt1cr section 1G7 

19 ( n) ( 10) nna as. tl1c u~c·ful life n period hcginninp; on 

20 the <.fate the ns~ct. wns placed in r-:cn·icc.". 

21 ( c) EFFE(''J'JYE n .. \TE.-'fhc nmcrnlmcnts made 11y t11is 

22 scrtion ~lrnll n pply to qn:11ifit•d progres:.: cxprrnlilnrrs made 
J,1r\'l' ··, !'/,"",,,, 

23 nrtC'l' 1Jt•CP1lll1<.'l" -:~JT-lffi ;'r, i11 faxnl1lc year::; r11di11g after (lJ:i t 

2-1 tl :ti(' . 
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SBC. 119 .BNCOUn,\C:JDJE:\T Oli' IN\"ES'l':\lBNT J?\ CEH'L\ l :\ 

PUBLIC ELECTHJC UTILITY conn.ION BTOC]{. 

latiHg to distrih11lio11~ of ~tuck mul :-:tock right~) i~ H11H·11dc•d 

hy r<'tlesigHati11g .~nh:::cction ( c) ns snhs{'(·tion (f) n11cl l1y 

inscrtu1g aflC'r :-:n1J:-ctliun "(tl) tl.1c fo]]owing new suhs(•dio11: 

" ( 1) Ix GE~BHAJ,.--Exrept a~ proYidctl i11 pnrn­

gra1)l1. (2) of thifl ~nh~r<'tim1, parngrnph~ {1) :rnd {:?} 

of sretiou (b) ~hall 11ot apply to nny di~trilmlill11 of 

digiblc ~fo('k hy .n rcgnl.lkd pnhlic (•]cctrie utility to 

nn eligible sl1~rrl10Jde.r imr~m111t to n qnnlifil'cl cli\ itlcllll 

rrinYesfm(•11t phrn. 

"(2) LDrIT.ATlOX.-'l'he ·n111orn1I of eligilih• :'tnd\. 

clistribull'd. to :111 t·ligililc sh1\relio1tkr i11 a di~(rili11tiou 

io which par:1gl'npli ( l·) applil'S ~11all Hot l'X("('l'tl tht' 

1«1t:ll nuwm1t of propl'l'ly ~ud1 ~1wn·l1oltkr w1111lcl l1an•. 

he<'ll c·nliill·d lo n•t·l'i\'r in :-:m·11 di:-;trilmtio11 if :-:11d1 
. 

~l1an•liolclt·r liacl not <'ll•(·iecl to n·c·c·irP i'tcwk iu lit•tt of 

prn)H'l'ly p11r_:i1a11( lo :l <pt:1li<it•il cli,·i<h-1111 

p]a11, 111nltiplil·d 11y a fra<:ti(•ll -

n·ii1\'< · ~I1111•111 

0 ·~ 
c: 
~ 
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2 

:~· ; ... ·.: .· ... ·.- a(A) flit' 1111111<~ra{or ul' wlii1·h is t11L' a111<H111! 
. . . •.. . . ' •' .. 

<= · - of·;.::· · ·' J'l'tl'ipL · of fhc di,trilrnti11::~ t·or111ll'aficH1 . 
3 ·· •· w~ ifr}1 ;tl'e lh•rin·d frolll tliu ~Olli'<'<'$ dl':o::l'rilietl i11 

4 snl111ar.1gra11h (.\.) of parngr<lJ1l1 {-J) fur tlic ba:-;c 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

lG 

17 

18 

19 

20 

21 

~-1 

25 

llcriod, a11d 

1 "(Jl) l11c d1.·1w111i11ntor of "l1id1 is t11c nmom1t 

of all 1J1e gross rc·e<·ipt:) of tlic di:slrjlrnti11g corpora-

tiou for the lmsc iwriocl. 

~'he li1Hi!ilfio11 pre~crihcd in the 1H't•c·c<li11g sc11tt•11cc ~hall 

not a11ply if at 1<.·n~t 'tO pcrte11t of !he amorrnt of !lie gros~ 

receipts of tlw distribuli11g cu11)(1rnfion is deriY<.'d from 

sotll'ecs clc~<:ribcd i11 sul;11arngrn11h (-\.) of parng-rnph 

(-1:) for 111(' lm~c pcriucl. Vor pnrpo~<':> of this i1nr.agrnpl1, 
• 

the gross n'cC'ip!s of a cli:->tribnti11g eorporation \\"l1ic-h i:; 

n rcgnla!etl p11hlie elcetric utility sokly l.1y reason of sub-

co1im1011 parent of nn afliJ:,llc·tl group) shall he tl1e nggrc­

gntc gros~ n'('_<'ipt~ of i11t' 111cmbC'rs of !he group fur tlie 

U<lSC lleriotl~ detC'rrn ined ~iii ncconfo m:c with l't'g11 lat ious 

lll'P~erih(•tl by the St1l'l'l'(a ry or hi::: lklt'ga tc. 

"(3) OJ:l>IX,.\HY J:'\CC>JlE. \\"111~:\ STOCI\ h) ))JS-

POSEll 01'.-

"(.;\} JC tl1<' n 111t•u1if of ans tli~f ril1u lio11 of <'li:.!'i-
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15 

lG 
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!-·. ~·.: n ;:L-.(a11cli11~( n11.r ofl1l'I" _pro,·1~10n of tlii~ 811h1i1ln 

·~· .. 

• 

ch;. led in I lie gro~~ inc:c111ie <1f sucl1 ~hard1C1laC.'r for 

t11c tnxahlc yc:nr in wl1id1 :--uc:l1 s1ian.•]1oldl:r cli:-.po;-:(•5 

of s11<'1i :-;(c;tk. Such amClnul ~linll lJe trca1Pd as a 

clh·iclcncl foi· pnrpo~cs of thi~ tiflc. The ncljnsted l1a:::i:; 
. 

of such stock immcdi,1 tc·Jy h('Iorc snch tfo:position 

slrn11 bo jrn.'l'l'<l~C'd by tl1c nmount: inclmlilJ]c in gross 

' 
hieornc by renson of t11i~ r1~1mgrnph. For lHtrposes of 

tl1is title- n11y sf oc:k lo \rhid1 this parngrnph ap1~1it~-~ 
• 

UJ?OH the c1i~lrn~ition PH'l'cof shnll be clcemccl lo he 

disposed of b('forc any othPr stoc:k of the ~amc cb~s. 

'' (B) l:'or pm"}JO~<·s of this parngmph, a di .. 

posilio11 doc~:; not iuclnde-

" (i) a trnn~r<.'r liy gift: to nn rligih1c f'harc-

holder, or 

"(1'1'} ,... f :i 1 1· ·11 " tnms l~r at: ctrnt i to n11 e 1g1 : e 

slrnre110l <1 er. 

"(C) (i) If r1igililc stock is fmn~frrrrtl to nn 

~Jigihlc shan·holtlrr ( of11Pr than fill organization 

which is cxrmpt fr(1m tax impo~e<l l1y tl1i:-:: chnplcr 

lml. w11id1 i~ not. a roqpl1mfi\'c cle~c:ril,<'d in !'('tfion 

i>21) in a trau~:t<·lion iii whidt gain or}"~~ i~ not n•e-
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"(ii) Tr c:ligililc stotk i~ lrnn~fl'rn·tl lo nil cligi-

hlc slinrelinlder ( ofl1C'r tli<rn ~Ill orga11izalio11 \\'J1ic·lt 

is <:xc·111pt: frnlll _tnx impo~c·<l lty this d1apter ' lrnl 

whid1is11ot n C"l)(Jjll'rnlin~ <k~trilic.•tl in st>«tio11 [)21) 
, 

7 in a trnn~nC'lion ia \Yl1i('h gni11 or Jn~~ i8 1wt n·cog-

-g-Yniz+ in part ( clcterrniuc·cl witl1out l'l'gm·cl lo il1is rnli-

D f;ection), then the 111110n!1t inelnc1cd in gro~s income 

10 

11 

12 

13 

14. 

15 

lG 

17 

18 

19 

20 

21 

22 

ns n divitlcml nuder t11is paragraph slw1J lJc clctl'r­

minctl in aeconbncc with rcgulatitiu:; prc~c:rihcd hy 

the Srcrc.hwy or l1is t1c·legai r: 

"(JJ) Jn Ilic ('n~:p of a trnn::;nclion to which s11l1:­

}Jnrn~rnpli (H) OJ' (C) applic:;, !::lock rreeirrd in 

such trm1saction hy the trnnsfrror or tram:fc·rec of the 

cJigihlc stock sl1all he dccmrd to Jiaye UC'cu received 

in a disiril.iut ioil of eligililr. stock ·w]iich \Yas 11ot in­

cJndilile i11 gro:::s i11eome hy rcnson of i1nrngraph ( 1) 

nnder rrg111alio11s prc~c·rilJNl by tl1c Sl·crdary or his 

clclcg.1te. 'flic nm~m11t indn<lihle ns a cli,·i<kwl in · 

the gros:.: income of i.:ne11 tnrn::: f t•ror or trn11sfrrrc. 
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<'X('C'l'<l tJJt• llifft·J"l'IJ<:(! !Jd\\'l'l'll-

"{i) ilie illllllllltt. 110! i1J('lt1clil1Je i11 !lie gro:-:s 

of I>:ll'ilgri1pl1 ( 1) of t11is :-uh~eclion, m1(l 

"{ii) t11P nrnonnt · prC'Yio11 ly ind11tlil1Je i11 

gros~ income of n11y pc·rson wi!h r<'~pC'f·I to ~uC'h 

. 
"(E) If <111ri11g :1 ln:x:1l1](' yt'ar nn l'ligil1h· ~11nre~ 

ho1tlc•r (:c·a:--c·s to lie a l'"nitl'd Stnf<.'s pei·~o11. 1l1c.·11 for 
• 

purposp~ of tlii~ p.1mgrnph ::;ueh pt·r:0:011 :-hall he.• 

ti·0atcd :is haring di~1w.::ed of :my ~tn<·k <li~trilml('il 

01· dt1<'n1rd c1i:::tril111lt•tl in n ,]i~tri.lint ion to wliil'l1 

P<11'<1gr:11)h ( 1) of tJ1i:\ snhsc('f ion nJlplic.·~ <luring :::rn·11 

taxnhJc Yt'ilr al a time.• whC'n 11e wm: n rl'~ident nlic·n . .. 
1'he nmonnt iHclndihlc in .grn~s iiH'OlllC 11po11 :::11c·Ji 

dispo.~ilion shn11 lie tr0at<>cl, for p11rpo~rs of p:ut I 

of ~11l1c·hapf<•r X (~c·c·tinn 801 nrn.1 fo1lowi11g. rel:tt 

ing to <ll'le1111.i11;1f it1n of :::cHu·e<·:-:: of i11C·orn<'), n~ cl<•-

rh·c<l frolll l'o11rrc•::: witl1iu the Pnitc•cl Stai<•:-:. 

c: (~\) HEfH'l..:\'J'Ell Pl'lll.H~ El.ECTl:IC' l'Tll 

1·rr.-Tl1t• 1<'1'111 'r1':!11J~1lt'1l p11l1li1· l']l·<"lr~1· 111ili1y' 

. 
I~ :I 
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e1wrgy, if f11e rates for ~u<:li fnrni:::J1ing or ·~;tk 

}ran~ ht•< 11 c·.,t.tl1lislH·cl or nppron·d J,y n Rtaf (' or 

politic-al :\1Il1diri;-;io11 t11ercof, hy nn agcuc·y or 

instrnmcutality of iliC' l'lliletl 8111tC'~, l,y a p11li­

Jic se1Tie(' or p11liliC' utility (·ommi:-;;:::ion or other 

simihlr bncly of th(' ])iqricl c1f Col11u1hin or of 

nny Stak or politiC'nl or ~111idi\-i:~iou 11H•rcnf~ or 

hy n fon•igu rnnntry or :111 ag('llC'Y or in~tnm1c•Jl-

tn1ity or politic·al :::nlidiri:-:ion thcn·of, or 

• 
·"(ii) t11c comrnn11 p:lrrnt of nn nOllintl'cl 

gronp of cor1wmtio11s (a~ ddiiwd in ~eetinu 

150~1) (wliC'fhrr or 1wt a. c;onsolid:l!c•d r<.'tnrn i~ 

fik'd 1111dc·r ~N·tio11 li>Ol), :1l·l<.'\.1:.;t ollc mrmhc\r 

of which qualifies ns a n•gnlnil'd pulilic eh·dri(' 

utility midt•r 'd:m~c (i} : Protidrd, That ~rn 

nr.ronl:uH·<· with n·g11!:1lio11:-: pn.'~«rilird liy Iii<' 

i-:011rc<·~ tk:-:t"ril1t•1l i11 d:111:-:t• (i)'. 

--
_}/ 
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for Ilic fnn1i;.;hing or :::nlc of <·ledrie c1tert!".r arc de-

riYccl from tltc 011rl'atir1n of a :-;i11gl1: iutc·rto111Jeclc·cl 

nnd <:ounllnalt'<l f.:)"~i<•111 or from the O}IC'nttion 

of more tl1nn one ~ucl1 ~) ll'lll, allll tJwt tl1e u11rtgn­

JntNl rail's hn\·c J1c•c11 nml arc :::nh~t:mtlnlJy a::: fonn·-

able to u~crs a11d C'Oll::'mn<.·rs ns are tltc n•gulated 

rntcs, then ~uelt rr\'c·1rnc from ~uch nnrcgnlntt·tl rillc·:; 

shnll he c-onsidcrrd n::: i11tnlllc drrin·tl fri111J rrgnb!c<l 
• 

rates for pnrpoi;c~ nf tl1~s pnmgrnph. 

"(B} ]1ASB I>mnon.-'J'lie term 'ba$o pcriocl' 

means t11c Jc:-:scr of-

"(i) nll 5 taxnlile yC'nr~, or 

"(ii) nll of ll1c tnxa1J1e yc<H'S, 

of ti10 dislribntiug corporntion irnmcdintcl.} prcccd-. 

ing tl1c tnxnhle yenr of the c1istri1mting co111or:1tion 

in wJ1ieh flic cfo~tri1rntion is mnclc. 

"{C} QlL\J.TrJED ])J.\'IJJ1~~J) 1mtXYES'L\TEX'I' 

J>L.\X.-TJie krm '<1unlif1r<1 diYidrnd rC'i11Yr~tme11l 

i11nn' IIH1a11~ a 'rril ll'll pbn nclopf c•cl Ly a n·p:itl:t!ccl 

]~nhlic r.ll'c-lric utility n1Hh•r wltid1 its ~l1:1n·l111l'1t·r~ 

mny <'h·c·l to n·et·ire a \li:-:tril111tion, otlH·rwi:-:(' tax-
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fioual ~ban·:-:) of eligil1le :-;(nek l'<Jllirnl<.•11(, j11 Y1ilttc 

( dclt·rn1i1H·d as of tlH' n·curd dale <if :-:ud1 di:::lriliu-

tioH) lo t11L1 amou11t of 1l1L' diYillt•11tl otlierwi.~e p:iy­

nlill' in propc.•rty. 

"{D) BLJGf.llLE 8JL\i:E110LJ>EH.--'l'lw term 

'C'ligilile :-:lian·hol1h·r' 11ie.111s any J><.•rson who irn­

mcdiail'ly nfit>r the n'cC'ipt of eligible stod\. is n 

"(E) ELIGJHLE :ST<>CK.·-Thc knn 'eligible 

stm·k' JllL'<lllS ~toek of the :-:<mil'- dn~::: ns the ·slotk 
• 

11 with n·sped to wl1ic·h :mch ~t.oC'k is tlistrihntccl.". 

12 (IJ) .A:\IE:\)).'.\lEi'\T OF ~.ECTlO~ 307.-S('ctiou D07 (n·-

13 Jnti11g to lJa:-:i:-: of stock n11c1 :-:fo{'k rig11b nequin•cl iu. di:;trilm-

V1 f'ion~) i:'> mnc.'lllkd by n·tlL'::'ig11ati11g snl,~t·ctiou (e) .ns ~nh-

15 ~rcti;m ( d) a11tl J;y i11:-:c•r!ing after snh:-:<·ction (h) the follow-

lG i11g 11ew ::-nh:-:e<:tio11: 

17 '' ( c) QL\.l.!FrEJ> HEl~YEST:'llE~T r1 .. \X OF J:m.:t:k\.TED 

18 ]ll'. llJ,JC EJ,Et'Tln<..' rT1 LJTr.-If n regnln!cd public elcetrie 

19 ulilitY lli:-;tril111IPs its :-:to<'k i11 a tra11:-:aeti1111 lo whi<'h :'l't·tio11 .. 
20 i}();°) (t') (I) applit·~, t11l·11 :-:11h~t·dio11 (a} :-:hall not <lpply nml 

22 (t) ..:\:\JE:\ll)IE:\'1' OF ~E(".1'10:\ :ll~.-ScC'lio11 :112 (n·-

23 lati11g- to earni11g-:-: :111<1 profil:'} i=-- n111<•11dl~1l liy a1l<li11g tlu· f(ll-

2-l }c1\\'i1w 111'\Y ~1tli1'l'!'li1111 i11111u·1li;1kh· -,,·flt•!' Hth:'l'<'li1111 (111) : ~· fORD _, 
:- • <:) ""...-

..... .:. 

25 ,, (11) (,)1·.\1.IFJEJ) 'H1·: l'.'\YJ·:ST:\IJ ;;\'J' Pl..\:\ (}!" HE<iF- ~ ;"i 

v _;7 
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-
J,.\'J'EJ) rum.IC EJ,J·:CTHJC U·rnJlTL~-l11 the ('!\SC of a di:;-

1 
l:? 

.._.,/' ') f rilmtiull uf sto<:k tu wl1ieh section nc1;:> (.(i) ( J )" npplil·~ , the 
. u 

.. 
1lit•rcof) shall he clcen•;\s.Nl liy ilJC: fail' mnrlrnt Ynluc of such .j. -

f(oek on 1hc rceon.1 <111 !c of ~uc:h tli-:irilmiion.''. 5 

G , (cl) .:\)U~XJJ)fl~x·1~ OF 8ECTJOX 502.-· Scetion 5G2 ( rr-

7 lntinn· (o <liricl('lHls e]ip·iblc for fhc ckcluetion for tliri<1ern1:\ D 0 

8 llaicl) i~ amc·1Hlcc1 ]Jy adding the following new suL£:t•d ion 

9 irnmcdi,1tl'ly after rnb:::cc1ion ( d) : 

10 

11 JJATED l)CHLIC ELEC'.rHrc U'fILlTY.-'fhe nmonnt of auy dis­

.12 1ribulion tu which scetion 3-05 ( c) ( 1) a1)plie:; shnll lie eon­

J.3 sidcrecl a cli\-lclencl for i1m11oscs of cow1mting the t1iridl'm1s 

14 i)aid delluetion in tlw tnxahlc )"C'ar of the disfrilmtion in w11ieh 

15 ·f:ueh Bf ock i~.di:-:trilmied or considered distribntctl.". 

lG 

17 

·(e) · .;_ EFFECTIVE DATE. 

'l'hc amc·rnlmrnts mnt1c l1y t11i ~ section shall apply. only 

.. , 
]8 with respect to distrib~tions ~ade after th~ date of 

10 en~rctment of- this ~ection. ·and before January 1 J 1981 

20 Bclilit,. =l~ n .I. ! • • ~ I J. :ie.~~eh~ia m;:g~%'ci~1L 

21 SEC. 120 Jl.ATE:\J..\Kli\G 'fHg.A'l'.:\lEXT. 

22 (n) Ix<'r,t·::;1ox cw Q L\ u FJED P1:oc:irn~~ Ex PE:\HI-

23 ·n·m·:s 1x lL\'n: H.\:·m.-St1 t·fiou:' :Hi {<1) ( l) (F), Hi7 (n), 
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2 (orn(~J'5 hy au ag<'lll',\" d~~nil1r<l in :::ctfion ·Hi (f') (!J} (H) 11f 

3 the Jnlenrnl nl'\'C'llllC Cotlc t•f H(; ~arc ('U)llpt1tcd (,,-j[}1(,tlt 

4 nnv rl'dnc:lio11 J.,,. rcnson of nn ·:1llow:rnee for tl1C' cost of fu1Hl~ .. ... 

G the tnx11nyer's rate of reforn for ratemaking pnr1rn~<.·.: fa 
' 

7 n11plit·tl) that inc:ludes qnnlifil'cl i1rogrN•S cx11cl)(litnres (ns 

8 · deli11etl in ~cdion 1 G7 {ll) of the Iuic.>.rnal J1cycnuc Code uf 

9 H>:;-1, ns m11Pntlt'd lJy tl1is ~\ct). lf. (l1y reason of tl1c prctt'd-

10 i11g ~cnt011C'c) thr.1>r0Yisions of sections ·JG (n) ( 1) (l'), lGI 

· 11 (n), nlHl lSD of the Internal lleYcntw Code of 195-J, ns 

12 n11101Hlet1 1.1y this .Ad, Lccomc inapplieablc to a. tnxp:ty<'l' 

13 nfter l1:n-ing heen app1iealJ1e to snd1 lnx.pnycr, the preceding 

11: SC'11tc11tc slrnH :q1p1y to di:-:tdlow nuy errdi t or dl'dudiP11 

15 otherwise a1!owl't1 liy sueh :::cc:tions (in cxc:r:-;s of tlic credit: ., . . . 

l.G or deductiP11 whieh wonltl Ii.we hcPn nllmn·d l1n<l snd1 SCL'-

17 tions nut l.1ren enacted) for-

18 

20 

21 · 

21 

tlic a::;st·~~ment of n dcfll'i.ency is Hol liarred by n11y law 

or rule of law) hrgi1111ing prior ~o the tl:tlc OH wliieh snrli 

sccliom; ht'<"onie iJL:\pplical1lr, :1rnl 

(:!) nll lnx:1lih' :>·<·:-1r~ of tl1c lt1xpayer hrgi11ui11~ af!t'r 

s11d1 d:llt• a11d t•11c1iug: prio.r to Ilic ·find :-:tilJ:::t'<}ll('llt 11:ite 

n~ of wl1il·lt tit~~ t:iXJla\·(·1· i-: a11llwri;.:t•11 l1r n11 :1g-<'11<·,· ..... ~· fOFio <',... 
a ., • • ::: 0) 

<k>l'rilJl'll iu ><'l'I ; .. ;;· .JG ( <") ( :: ) ( ll) of l I 1 c l 11 lt•rn:i I J: <'I"· u 
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. 
cmw Coclc of J H::>-l {o ('h:ll'gt• to c·n:::to111<•r::: rn I<•:-: <·om~ 

imkd liy rc•ft•n•JH'll to a l>a~c (to which tl1e taxp;1yer'l' 

rnlc of rct11rn for rnk111aki11g 1mr1w~c·:-; i:-> npplied) whid1 

im·hllll'.S <1nalifiecl iirogrc~s cxpe11tlih1n·:-; n~ dd111t·tl in 
. 

8cdion 107 { n) of the Internal Hl'Yl'llllt' Coclc of 1 U5-J, 

n~ mncncled l1y ll1is .. \.ct. 

(b) EFFEC'fl\"E DATl~.-Thc lirnitiltio11$ rontni11.t•d i11 

lhc fir${ :.:enknec of ~ulJ~<.'tlion {a) :.-:hnll not lJe a11plil'tl prior 

to tl1c l'<Hlier of: 

(1) the dnlc of the first Iiunl det(•nui11ati<111 (1wulc 

more thnn DO dilYS aftl'I' lhc clal<.' of ('l)\ll'lllll'llt or tlii~ .. 
seclio11) 11)· an c•ntity ck~c·ri\wd iu i-;eC'tiou -1G ( e) (:l) (D) 

of Ilic J Htc·rwll 11<.1Ye111w Code C.1f 1 Hi>+. wl1it11 iHn11n·~ 

rate of n•tnrn for rntc111;1ki11g pnrpo~e:-: i:-: appli<'c1 or, 

tlH• later of-
1 

(A) 1>et·<.1llllit•r :J J, Hri I/, or 

(ll) !lie chit• G 111011t11s nflt'r lht• ll}H'11i11~ of t11l' 

. 
Rl;tle~ of whil·h the e11tity cll•:-:erilil'll iu :-:111i~l·l'li1111 

of this l'<'<·ti1111. 
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SUBTITLE D -- BROADENED STOCK OWNERSHIP PLANS 

. ..-,. 
SEC.121. BROADENED STOCK OWNERSHIP PLANS. 

Sede eE-~~ (relating to deferred compensation, etc.) is 

amended by adding at the end thereof the 'following new part: 

"Part III - Broadened Stock Ownership Plans. 

l's 4~·s. ec. ..:. Broadened Stock O't·mership Plans. 

"SEC. 428. BROADENED STOCK OWNERSHIP PLANS. 

"(a) Broadened Stock Ownership Plan. --For purpc•ses of 

this DCction, the term 'broadened stocl, m;ncrship plan 1 mPans 
..• 

a trust created or organized in the United States for the 

cxcl~sive benefit of an individual 0r his bencficia~ics, but 

only if the written govc·i:nin~ in·:aLru!l~c;1t c.reucin~; the trust. 

. . ,. 
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meets thQ fo.llowing requirements: 

"(l) Except in the case of a rollover con­

tribution described in subsection (d)(4): 

"(A) no contribution will be accepted 

.unless it is in cash; 

"(B) contributions will not be accepted 

for the taxable year ~n exc.ess of $11, 500 on 

behalf of any individual; and 

"(C) contributions will not be accepted 

on behalf of any individual for the 2 taxable 

years succeeding the taxable year in wnicn a 

payment or distribution taxable to the individual . . 
under subsection (d)(2) is made. 

11 (2) The trust is designed to invest solely 

~n common stock of domestic corporations. 

"(3) The trustee is a bank (as defined in 

section 40l(d)(l)) 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, provided 

that an individual for whose benefit the trust is 

maintained may be granted, under the 't~itten governing 
-·~ instrument, the power to control the investment of 

\ 

the trust funds either by directing investments 

- .· 
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c· 

(including reinvestments, disposals, and exchanges) 

or by disapproving proposed investments (including 

reinvestments, disposals, or exchanges). 

"(4) The assets of the trust will not be 
. 

cont.T!!i.ngled with other property exc~pt in a cor1m0n . 
trust fund or common investment fund. I 

"(5) Contributions received 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 during 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 

follow:tng the taxable year for which such class year 

account was established, except in the case of death or 

disability. 

"(6) The interest of an individual in the 

balance in his class year accounts is nonforfeit-

able. 

An individual for '\Jhose benefit . a class year account is 

maintained may be granted, under the written governing 
-·· 

ins~rumcnt, the right to direct the trustee as to the 

manner in which the cor.unon stock a llocated' to such account " <:) 

is to be voted. 

. . . .. 
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"(b) Broadened Stock Ownership Annuity.--For purposes 

of this section, the term 'broadened stock ownership annuity' 

means a contract for a variable annuity, as determined under 

regulations prescribed by the Secretary or his delegate (see 

section 80l(g) dealing with contracts with reserves based on 
,/ 

· segregated asset accounts), issued by an insurance company 

which meets the following requirements: 
. " I 

''(1) Except in the case of a rollover contribu­

tion described in subsection (d)(4): 

"(A) no premium will be accepted unless· it 
• 

is in cash; 

"(B) the annual premium under the contract 

will not exceed :?l, 500 and any refund of premiums 

will be applied before the close of the calendar 

year following the year of the refund toward the 

payment of future premium~; and 

"(C) premiums will not be accepted for the 

2 taxable years succeeding the taxable year in 

which a payment or distribution taxable to the 

individual under subsection (d)(2) is made. 

"(2) All assets attributable to premium payments 

will be invested solely in common stock of domestic 

corporations . . ; 
"(3) Assets a ttributn.blc to the· contract will . 

not be commingled with other proper.ty except in a 

segregated asset account·-~s~ablished for such 

contracts. . . . 
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"{4) Premiums that are received by the insurance 

company during a particular tazable 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 
I 

among class year accounts on any reasonable basis. The 

interest of an owner in each class year account may not 

be paid or distributed before the end cf the 7th tax<lble 

year f ol~owing the taxable year for which such class 

account "l:ms established, except in the ca§e of death 

disabi.lity. 

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

forfei t'able. 

The owner may be granted, under such an annuity con­

tract, the right to direc.t the insurance company as to 

th~ manner in which the common stock allocated to him is 

to be voted, and the power to control the investment of 

year 

or 

as sets attributable to premium payments either by directing 

investments (including r~investments, disposals, and ex­

changes) or by disapproving proposed investments (including 

reinvestments, disposals, or exchanges). 

"(c) Accounts Established by Employers and Certain 
-·· 

Asso~iations·of Employees.--A trust created er organized in 

t~e United States by on employer for the e~clusive benefit 

of his employees or their bencf.iciaries, · or by an associa-

tion of employees (which may include employees within the 

meaning of sectic n l+Ol(c) (1)) for the cxclusiv~ benefit of 
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c 

its members or their beneficiaries, shall be treated as a 

broadened stock ownership plan (described in subsection 

(a)), but only if the written governing instrument creating 

the trust meets the following requirements: 

"(l) The trust satisfie.s the requirements of 

paragraphs (1) through (6) of subsection (a). 

" (2) There is ~ 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. -· 

. "(d) Tax Treatment of Distributions.-- . . 
11 (1) In General.--Except as otherwise provided 

in this subsection, any amount paid or distributed 

out of a broadened stock O\·mership 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, fir~t-out 

basis. Amounts deemed to have been withdrawn from a 

class year account or accounts shall be included in 

the gross inco'f!le of the payee, distributce, or individual 

-·· for whose benefit such plan or annuity was established, 

as the case may be, for the tn.~~ahle year in which the (t:; 

payment or dist~ibution is rec~ivcd. The bnsis of nn~ ., 

per.son in each class. year account . is zero . . . . 
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11 (2) Capital Gains Trcatment.--Any amount deemed 

to have been withdrmm from a class year account estab-

lished more than 7 years before the taxable year in which 

the'payrhent or distributicn is received, and any 

amount paid or distribu·ted on account of the death 

of the individual for ,.;rhose benefit the 1broa<lened stock 

ownership plan or broadened stock mvnership annuity 

was established, shall be treated as a gain from the 

sale or exchange of a capital asset held for more than 

6 months. 

"(3) Premature Distributions.--

"(A) In General.--If any portion of a payment 

or distribution from a broadened stock ownership 
. 
plan or under a broadened stock m-mership annuity 

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 t~xable 

year in which the payment or distribution is re­

ceived, then, unless such payment or distribution 

is mnde on account of the death of the. indivi.dual 

for whose benefit the plan or annuity was established, 

-·· such individual's tax under this ~hapter for the -taxable year in which such payment or distribution .. , ~c 
( .. 

. ·-- r· ~ 

. . . 
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is received shall be increased by 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 
I 

attributable to the taxpayer becoming disabled 

within the meaning of section 72(m)(7). 

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

cribed in this paragraph as a roilover c.ontribution if 
. 

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

"(A) In General.--Paragraph (1) . does not 

apply to any amount paid or distributed out of a 

broadened stock m\mership 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 mmer­

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 sh3ll 1 in the hands of the.transferee, 

-·~ 
• 

be deemed to be held in the same class year accofint 

as that frorn which the payment or distribution 
.. -.. .. 

made. t 

. ' . . 
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" (B) Limitation . --This paragraph does not 

apply to any amount described in subparagraph (A) 

received by an individual from a broadened stocK 

o;.,nership plan .or under a broadened stocK o·wner­
' 

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 

i,.n that subparagraph from a broadened stock 

ownership plan or under a broadened stock owner-. . 
$hip annuity which ,.;rag not includible in i1is 

gross income because of the application .of tnis 

paragraph. 

11 ( 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 27.0 if--

II (A) such distribution is received on or 
/ 

before the day prescribed by law (inclllding . . 

f. • 
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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 a~companied by 

the amount of net income attributable to sucn 

excess contribution. 
~ I 

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 

o·wnership annuity to his former spouse under a divorce 

decree or.under a written instrument incident to such 

divorce is not to be considered a taxable transfer made 

by such individual notwithstanding any other: provision 

of this subtitle, and such interest at the time of ·the 
\ 

transfer is to be treated as a broadened stock ownership 

plan or a broadened stock ownership annuity of such 

spouse, and not of such individual. Thereafter such 

plan or annuity for purposes of this subtitle is to be 

treated.?s maintained for the benefit of such spouse . . 
~· t) 

"(7) Effect of Pledging Plan or Annuity Assets rs fOii' 

< 
Security. --If, during any ·t~xahlc year of the individ 1 ~ 

·-. . . < :-= 
~ ::--1 

for whose benefit a br.o::idencd stock ow11crship plan or~ _ __,}-' 
• • f 
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broadened stock ownership annuity. is maintained, 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 !Th"Ilership 

Plan. --

"(1) Exemption from Tax.--Any broadened stock 

·ownership plan is exempt from taxation under this · 

subtitle unless such plan has ceased to be a broaden~d 

stock mvnership plan by reason of paragraph (2). . . 
Notwithstanding the preceding sentence, any such plan 

is subject to the taxes imposed by section 511 (relnting 

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 o·wnership plan is maintained, the 

plan engages in any one of the disqualifying 

transactions described in subparagraph (B), the 

plan will cease to ·be a broadened stock ownership 

p·lan as of the first day of sucp taxable year. 

/:,fOll/; 
For purposes of this paragraph, the scpar ate (q ,. <..., 

...., 

account for any iria:i."'idual within a broc-1dcned 

stock ownership plnn mnintnined by an employer . . 
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or association of employees is treated as 

a separate broadeU'ed stock ownership plan. 

"(B) Disqualifying Transactions.--For 

purpos~s of this paragraph, the term ~isquali-

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 common stock . . 
for more than adeouate 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 theln adequate consideration to a dis-

qualified person as so defi~ed; 

" (iv) borrowing to acquire common 

stock; or 

"(v) loaning plan assets to the 

individual for whose benefit the plan was 

. --.... 

. . . 
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established w{thout the receipt of adequate 

security and a reasonable rate of inte~est. 

"(C) Pl T d an rcatc As Distributing All Its 

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

be a broadened stock ov.mership plan by reason 
I 

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 all assets in 

the plan (on such first day) . . . 

"(3) Commingling Broadened Stock Ownership Plo.n 

Amoui1ts in Certain Common Trust Funds nnd 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 does not cease to be exempt on account of the 

participation or inclusion of assets of a trust 

exempt from taxation under section SOl(a) which is 

described in section 40l(a), or of an individual 

retirement account described in section 408(a). 

11 (f) ·_c;ommuni ty Property Laws. --This ;section shall be 

applied without rer,ard to any community property laws. 

t 

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

tion, a custodial account shall be treated as a trust if 

the assets of such account arc held by a bank (as defined 

in section /~01 (d) (1)) or another person who demonstrates, 

to the s~tisfaction of the Secretary or his delegate, that 

the nanner in which he will administer the acobunt 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 m·mership plan 

described in subsection (a). For pu~poses of this title, 

in the case of a custodial account treated as a trust by . . 

reason of the preceding sentence, the custodian of such 

account shall be treated as the trustee thereof. 

11 (h) Reports,--The trustee of a broadened stock owner­

ship plan 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 deler,ate may require under regulations. 

The reports required by this subsection shall be filed at st~ch 

time and in such manner and furnished to such individuals at{~otia <~=" 

such time and ··in such manner as may be required by those .,, . 
rer,u~ations. ~~~ _J 

''(i). Cross Rcfcrcncc.--For tax on excess contributi ons 

to a broadened stock ownership plnn or :mnuity, sec section 4976 ·" ... 
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SEC. 7.' CONTRIBUTIONS TO BROADEl1ED STOCK OWNERSHIP PLANS. 

(a) In Gencral.--Part VII of subchapter B of chapter 1 

ei -t:l\e I~~enae= Cude of-i~ (relating to additi onal 

itemized c;Ieductions for individuals) is amended by redesig­

nating section 220 as 221 and by inserting after section 

219 the following new· section: I 

"SEC. 220. CONTRIBUTIONS TO BROADENED STOCK OWNERSHIP PLANS. 

"(a) Deduction Allm·;red. --In the ca$e of an individual, 

there is allowed as a deduction ar~ounts paid in cash during 

the taxable year by or on behalf of such individual for his 

benefit 
• . 

(1) to a broadened stock m·mership plan described 

in section 428(a),.or 

(2) to a broadened stock mmership annuity .described 

in section l~28(b), 

provldcd, however, that no deduction shall be allowed for 

tl)e 2 taxable years succeeding the taxable year in which 

a payment on distribution taxable to such individual under 

section 428(d)(2) is made. For purposes of this title, any 

amount paid by an employer to such a broadened stock ownership 

plan or for such a broadened stock ownership annuity constitutes 

payment of compensation to the employee (other than a self-
.. . ~ an employee within the meaning of ~ ~· ·u <'; 

..., fS 
< ::: 

employed individual who is 
-·· se.ction 401 (c) (1)) includi ble in his gross ':income, whether c:.. .lo 

,,,) -Q 
IP 'I-,. 

'-...__/ or not a deduction for such pay:ncnt is allowable under this 

section to the employee after -th~ application of subsection (h). 

. . . 
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'.'(b) Limitations and Restrictions.--

" (1) Maximum Deduction. --The amount allmmble 

as a deduction under subsection (a) to an individual 

for'any taxable year. may not exceed an amount equal 

to·l5 percent of the compensation includible in his 

gross income for such taxable year, or $'
0

1, 500, which­

ever is less, multiplied by a fraction, the denomina­

t;: or of which is $20, 000 and the numerator of which is 

$20,000 minus the excess of such compensation over 

$20,000. 

II (2) Recontributed Amounts.--No deduction is . . 

allowed under this section 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 'compens~tion' includes earned income 

as defined in section 40l(c)(2). 

" (2) Married Individuals.--The maximum deduction 

under subsection (b)(l) shall be compuJ:ed separately 

for each individual, and this section shall be 

applied without regard to any community property 

laws." 

-·· 

.. -.. . 

t • I 
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(b) Deduction Allowed in Arriving at Adjusted Gross 

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

amended by rcdesignating paragraph (11) added by P.L. 93-483, 

section ~(a), as paragraph (12) and by inserting after such 

paragraph (12) the follo.wing new paragraph: / 
" (13) Broadened Stock Ownership Plans.-•The 

deduction allowed by section 220 (relating to 

f.~,.l-~,.._-~ broadened stock ownership plans). 
11 

\_!..; SEC. t.· TAX ON EXCESS CONTRIBUTIONS TO BROADENED STOCK 

OWNERSHIP FLA.NS. 

• ,.!. ••111: ""' • Chapter L}3 o·f-{:he--i.~~~aJ. .. •Re-v~e Sud(! trr ,_,5'"* ~rr:-

lating to qualified pension, etc .• plans) is amended by 

·adding at the end thereof the following new section:. 

' "SEC.. 4976. TAx ON EXCESS CONTRIBUTIONS TO BROADENED 

STOCK O'WNERSHIP PLANS . 

11 ( a). Tax Imposed. --In the case of --

(1) a broadened stock mmership plan (within 

the meaning of section 423(a)), or 

(2) a broadened stock m·mership annuity (within 

the !!leaning of section 428(b)), 

established for the benefit of any individual , there is 

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

6' percent of the nmount of th~ excess contributions to such. ~.HJ,,.,,,..,. 
<.,...\ 

individual ' s plans or nnnu:i.ties (determined as of the cli~ ~! 

~<I ' "'t--o/ of the taxabl<~ year). The mnottnt of such tax for any tri:x<~c__)-

year shall not cxc.ccrl 6 pcrcc'nt of the value of ·the plnn or. 
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annuity (determined as of the close of the taxable year) . 

The tax imposed by this subsection shall be paid by such 

individual. " I 

"(b) Excess Contributions.--For purposes of this 

section, the term 'excess contributions' means the sum of--

"(l) the excess (if any) of--

"(A) the amount contributed for the 

taxable year to the plans or annuities _(other 
\.. 

than a rollover contribution described in 

section 428(d)(4)), over 

"(B) the amount allowable as a deduc-

tion under section 220 for such contributions, and 

"(2) the amount determined under this subsec­

tion for the precedl.ng taxable year, reduced by the 

excess (if any) of the maximum amount allowable as 

a deduction under section 220 for the taxable year 

over the amount contributed to the plan~ or annuities 

for the taxable year and reduced by the sum of the 

distributions out of the plans or annuities (for all 
··~ 

prior taxable years) which was included in the gross 
• 

income of the indivi<lual for whose benefit such plan 

or annuity wns cstnblir.hcd._updcr section 42d (d) (1) . 

.. . 
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For purposes of this sub.section, any contribution 

which is distributed from the pla.n or annuity in a dis­

tribution to which section 428(d)(5) applies shall be 

treated as an amount not con.trihutcd. 11 

<!!D . 
SEC. ~}'. PENALTY FOR FAILURE TO PROVIDE REPORTS ON f\. , I 

BROADENED STOCK Ow-rtmRSHIP PLANS. 

Subchapter B of chapter 68 (relating to assessable 

penalties) is amended by adding after sec.tion 6690 the 

following new section: 

11 SEC. 6691. FAILURE TO PROVIDE REPORTS ON BROADENED 

S110CK O\\TNERSHIP PLANS. 
. . 

"(a) In General.--The person rt.?.quired by section l-1-28(h) 

to fil~ a report regarding a broadened stock .ownership plan 

or a broadened stock ownership annuity at the time and in the 

manner· required by section 428(h) shall pay a penalty of $10 

for each failure unless it is shown that such failure is due 

to reasonable cause. 

11 (b) Deficiency Procedures Not to Apply. --·Subchaptcr 

B of chapter 63 telating to deficiency procedures for in-

come, estate, r,ift, and certain excise taxes) does not 

apply to the assessment or collection of any penalty im­

posed by·•subsec tion (a)." 

- ~ t · 

.. • • • 
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SEC :ti.. CONFORMING /lJ1ENDl1ENTS . 

( , 

i . 
(a) The second sentence of section 46 (a} (3) 'Of tltt! 

~~-~~ue "Ct>Cl~54' (relating to investment 

credit) and the second sentence of section 50A(a)(3) tJT. 

S'tl~°<! (relating to work incentive credit) are each 

amended by inserting after "certain retirement accounts)," 
. ~ I 

the following: "section 428 (d) (3) (A) (ii) (relating to 

additional tax on income from certain broadened stock 0'~1er-

ship plans) , ". 

(b) Sub~aragraph (A) of section 56(a)(2) of~h 

Getle and paragraph (1) of section 56(c) ef~de (re-

latiP..g to minimun tax for tax preferences) are each amended 

by striking out section 11531" and inserting in lieu thereof 

" lt28 (d) (3). (A) (ii), 531 11
• 

(c) Subparagraph (B) of section 80l(g)(l) ~f-stt"e'h 
• 

eGOOe (relating to contracts with reserves based·on a segreg­

ated asset account) is a.mended by adding at the end thereof 

the following new sentence: 

"A broadened stock ownership annuity (as 

defined in section 428(b)) shall be deemed to 

meet the requirements of clause (ii). 11 

(d) Section 80l(g) (7) o~~d"'e is amended to 

read as follows: .. 
"(7) Basis of Assets Held for Qualific;<l Pen-

( sion Plan Contracts and Broadened Stock OwnerBhip 

Annuity. --In the case of cont.r<l-CLS dc5cribed in 

. . ' 
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subparagraph (A), (B) , (C) , (D) , or (E) of 

section 80S(d)(l), or in section 428(b), the 

basis of ench asset in a segregated asset account 
' shall (in.addition to all other adjustments to 

basis) be--

" (A) increased b¥ the amount of any 

appreciation ~n value, and I 

" (B) decreased by the amount of any 

depreciation in value, 

to the extent that such appreciation and depreciation 

are from time to time reflected in the increases or 

decreases in reserves or other items in paragraph (6) . . 
with respect to such contracts." 

(e) The third sentence of section 90l(a) ~tle 

(relating to foreign tax credit) is amended by inserting 

after "certain retirement accounts), " the following: "againBt 

the tax imposed for the taxable year under section 428(d)(3) 

(A)(ii) (relating to additional tax on income from certain 

broadened stock ownership plans), ". 

( f) Section 340l(a)(l2) ~~e (relating to 

exemption from collection of income tax at source on cer-

tain wages) is amended by adding at the end thereof the 

follo;wing new subparagraph: 

. ., " (E) for a payment described in sec­

tion 220 (a) if, at the time of su·ch payment J 

it is reasonable to believe that t:he employee 

will be ci1titlC!d to [l. deduction under such 
' . . 



· ·sectj on for such payment:; or". 

(e) Subsection (d) of section 6047 o£ao(f9uek '9eEMt (re-

lating to information relating to certain trusts and 

annuity and bond purchase plans) is amended to rend a.s 

follows: 

"(d) Other Programs.--

11(1) Individual Retirement Savings.--To the 

extent provided by re.gul~tions prescribed py the 

Secretary or his delegate, the provisigns of this 

. section apply with respect to any payment descriLed 

in.section 219(a) and to transactions of any trust 

descr~b~d in -section 403(a) or under an individual 

retirement am1uity described in sccti.on 408(b). 

11 (2) Broadened Stock Ownership l'lans.--To 

the extent provided. by regulations prescribed by the 

Secretary or his delegate, the provisi011s of this 

section apply with respect to any payment described 

in section 220{a) and to ~rnnsactions of any plan 

ck~cri.1· d h1 B~·~t:: on h28(a) or under a },1:0::'1.di::rn~cJ sfoc.k 
owne.r-~'11j0 a.l"lnv.1+y de$t.f(btu/ '"' sec.f.tb/\ t/2-E:(b). ,,. 

( ,._) '' 'c'·1· 0··· "i'b) of the l!.mploycc l<etircment lncori1c~ .1 di;' •. L,. •l ..,.\. •. 

Security Act of 1974 is amended--

(!) by striking out "or" at the l:?nd of pc-.:ca~r;Jpl-1 (/t-), 

• l ~1 !) I=, 1' "1··· ,,.,..~·1>h ( ") (2) by stx:i ki.ng out th~ porio(, &t t 1r.~ e·.11j ... ..i .... :. .. ~. ,_, 

and b'/ insert~ :ig .in li.m1 tltcxeof 11
; or", · a;id . . 

(3) 
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· "(6) such plan is a broadened stock 

ownership plan (as defined in section 428(a) 

of the Internal Revenue Code of 1954) or a 

broadened stock ownership annuity (as defined 

in section 1+28 (b) of sucp Cod~." 

SEC. i. CLERICAL A."'IBNDME~TS. 
I 

(a ) The table of sections for part VII of subchapter. 

B of chapter 1 o.f-t.R~al-R~e-fl:l!e-e .. 0'th:: offili195'4 is 

amended by striking out the item relating to section 220 

ancl inserting in lieu thereof the following: • 

"Sec . 220. Contributions to broadened stock mYJ.1ershi.p 

p lans. 

"Sec. 221 . Cross references. " 

(b) The table of 'parts for subchapter D of chapter 1 

e~~~ is amended by adding at the end thereof the 

following: 

" PART III. Broadened stock o·wnership plans. 11 

(c) The table of sections for chapter 43 o~h-ti::rd"l!' 

is amended by adding at tbe end thereof the follm·1in3 new 

item: 

" Sec. 4976 . Tax on excess contributions to broadened 

stock ownership plans . 11 

( d) The-·.table of sections for suhchnpter B of chapti:~r 

68' is amended by inser.ting after the ite1n relating to section 

6690 the follO\·:-ing new i tom: 
--. -: 

... 
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"Sec. 6691. Failure to provide reports on broadened 

ri.? 
stock owne~shi.p plans." 

Sec. e. EFFECTIVE DATES. 
/2. / ( 1·ti"'~ I Z.. 

(a) The anendments made by sections :::l:.-t-fH;.&Ufth l! shall 

take effect on July 1, 1976 and shall 8pply to taxable 

years be.ginning after December 31, 1975. I 
tz~' 1 zS 

(b) The amendme7its made by section -::;. through Z shall 

take effect on July 1, 1976. 

. . 

-·~ 
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SUBTJTLE E 
SEC. /2Z . 

- q5-
-

INTEGRATION OF CokPORATE AND INDIVIDUAL 
NCOME TAX 

PREPARATION OF LEGISLATIVE PROPOSAL PROVIDING 
FOR THE INTEGRATION OF THE CORPORATE AND 
INDIVIDUAL INCOME .TAX. 

(a) The Secretary of the Treasury shall: 

(1) prepare a legislative proposal for amending 

the Internal Revenue Code of 1954 to provide for the 

integration of the taxes imposed by Subtitle A of that 

Code on the taxable income of corporations and individuals, 

and 

(2) submit such legislative proposal to the Committee 

on Ways and Means of the House of Representatives and the 

Committee on Finance of the Senate, no later than Decembe~ 

31, 1976. 

·(b) The legislative proposal referred to in subsection (a) 

shall . incorporate the following features: 

(1) approximately one-half of the total tax relief 

shall be accomplished through allowing c·orporations a 

deduction for dividends paid; 

(2) approximately one-half of the total tax relief 

shall be accomplished through allowing shareholders a credit 

with respect to dividends received; and 

(3) the tax relief referred to in paragraphs (1) and 

(2) shall be phased in over a six year period commencing 

January l, 1978. 
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H.R. ~-
It\ THE BOUSE OF REPRESENTATIVES .~ 

. , 1976 ~ 
'· / 

•, 
----------------~ -~, / 

'~·l\,BILL/ 
To provide estate tax relio ·for moderate estates and the 

/ 
owners of small businc,...,c;s'es nnd f am'ily farms. 

/ ' Be it enacted.-"by the Sepate an~l .House of Representatives 

o f the United,-st:.:'tes of America in Co~-~ assembled, 

SECTION J ... /sHORT TITLE. ' . 

.,-1 

. fa Act may be cited as the "Estate Tax :djus.:ent Act 

-= ot'~ 97-0~ - ~i'.. ~ .. _.. - ... _q __ 
· SUBTITLE F ESTATE TAX RELIEF FOR MODERATE ESTATES AND THE OWNERS 
SEC./2Z. RATE OF ESTATE TAX. OF SMALL BUSINESSES AND FAMILY F;.. 

(relating to rate of es'.:ate tax) is amended to read as 

follows: 

" SEC . 2001. RATE OF TAX. 

"(a) General'Rule.- -A tax computed in accordance 

with the following table is hereby imposed on the transfer 

of the taxable estate, determined as provided in section 

2051, of every decedent, citizen or resident of the 

United States: 



.· ... 
... ---- "If the taxable estate J.• C' • .... . 

"Not over $100, OOO· .......... . 

"Over $100,000 but not over 
$250,000 ....... · .......... . 

"Over $250,000 but not over 
$500' 000 .................. . 

"Over $500,000 but not over 
$750' 000 ................. . 

... 
"Over $750,000 but not over 

$1, 000 '000 ............. : .. 
. : 

"Over $1,000,000 but not over 
$1,250,000 ............... . 

. , 
"Over $1,250,000 but not over 

$1, 500' 000 ................ . 
.. ,,., •• 41 

( 
\ . ,_ 
t -

"Over $1,500,000 but not over 
$2 '000' 000 ................ . 

.. 
"Over $2,000,000 but not over 

$2 •. 500. 000 ............... . 

. . · 

"Over $2,500,000 but not over 
$3,000,000 ............... . 

> 

"Over $3,000,000 but not over 
$3,500,000 . ............... . 

"Over $3,500,000 but not over 
$4,000,000 ............... . 

"Over $4,000,000 but not over 
$5,000,000 ............... . 

"Over $5,000,000 but nc;>t over 
$6,000,000 ............... . 

"Over $6,000,000 but not over 
$7,000,000 ............... . 

....... ... 

The tax shall be: 

30% of the taxable esta t e . 

$30, 000, plus 32% of excess 
over $100,000. 

$78,000, plus 34% of excess 
over $250,000. 

$163,00~ plus 36% of execs. 
over $500,000. 

$253, 000, plus 38% of exc c&c 
over $750,000. 

$348,000, plus 41% of exce~ · 
over $1,000,000. 

$450 ,-500, plus 4-4% of exces, 
over $1,250,000. · 

$560, 500, plus ''-7% of exec:· 
over $1,500,000. 

$795,SOO, plus 50% of excef, 
over $2,000,000. 

~1,045,500, plus 54% of exc 
over J2~500 1 000. 

$1,315,500, plus 57% of ex­
cess over $3,000,000. 

$1,600,500,plus 60% of 
excess over $3,500,000. 

$1,900,500,plus 64% of 
excess over $4,000,000. 

$2,540,500,plus 67% of 
excess over $5,000,000. 

$3,210,500,plus 70% of 
excess over $6,000,000 . 
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"Over $7,000,000 but not over 
$8,000,000. ······.~·········· 

"Over $8,000,000 but not over 
$10,000,000 ............. ·, .. . 

"Over $10.,0bO,'OOO ••••••. : : : : • ~. 

$3,910,500, plus 73% of 
excess over $7,000,000. 

$4,640,500, plus 76% of 
excess over $8,000,000. 

$6,160,500, plus 77% of 
excess over $10,000,000. 

"(b) Transitional Rules.--In the case of a decedent 

who dies prior to October 1, 1980, the tax imposed under 

subsection (a) shall be computed in accordance with the 

following tables: 

"TABLE 1 - Death prior to October 1, 1977 

"If the taxable estate is: 

"Not over $2,000 

"Over $2,000 but not over 
$12,000 ················· 

"Over $12 ,.000 but not over 
$22,000 .............••.. 

"Over $22,000 but not over 
$32,000 ...............•. 

"Over $32,000 but not over 
$42 J 00 0 ..............•.. 

"Over $42,000 but not over 
$82,000 ················· 

"Over $82,000 but not over 
$232' 000 ............... . 

"Over $232,000 but not over 
$482' 000 ............... . 

"Over $482,000 but not over 
$732,000 ......... · - .... . 

-. 

• 

The tax shall be: 

11% of the taxable estate. 

$220, plus· 14% .of excess 
over $2,000. 

$1,620, plus 18% of excess 
over $12,000. 

$3,420, plus 22% of excess 
. over $22, 000. 

$5,620, plus 25% of excess 
over $32, 000. 

$8,120, plus 28% of excess 
over $42,000. 

$19,320, plus 30% of excess 
over $82,000. 

$64,320, plus 32% of excess 
over $232,000. 

$1~~ 1 320, plus 35% of excess 
ever $1.J82, 000. 
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"Over $732,000 but not over 
$982 I 000 • • • • • • • • • , • • • • • • .. 

"Over $982,000 but not over 
$1,232,000 ............. . 

"Over $1,232,000 but not over 
$1 I L} 8 2 I 0 0 0 . . . . . . . . . •. . . . . 

"Over $1,482,000 but not ov<:!r 
$1,982,000 ............. . 

"Over $1,982,000 but not over 
$2,482,000 ............. . 

. "Over $2,482,000 but not over 
$2,982,000 ............. . 

" Over $2,982,000 but not over 
$ 3 I 482 I 000 , , , , • , • • , , , • • , 

"Over $3, q-82, 000 but not over 
$3, 982, 000 ......... ·-·. 

"Over $3,982,000 but not over 
$4, 982, 000 .......... ... . 

" Over $4,982,000 but not over 
$5,982,000 ............. . 

"Over $5,982,000 but not over 
$6,982,000 ............. . 

"Over $6,982,000 but not over 
$7,928,000 ............. . 

"Over $7,982,000 but not over 
$9,982,000 ............. . 

"Over·$9,982,000 . . . . . . . . . . 

$231,820; plus 37% of excess 
over $732,000. . 

$324 ,320, plus 39% of excess 
over $982,000 . 

$421,820, plus 42% of excess 
over $1,232,000. 

$526,820, plus 45% of excess 
over $1,482,000_. 

$751,820, plus 49% 
over $1,982,000. 

of excess 

$996,820, plus 53% of excess 
over $2,482,000. 

$1,261,82~, plus 56% of excess 
over $2,982,000. 

$1,541,820, plus 59% of exces ) 
over $3,482,000. 

$1,836,820, plu~ 63% of exces s 
over $3,982,000. 

$2,466,820, plus 67% of exces s 
over $4,982,000. 

$3,136,820, plus 70% -of excess 
over $5 ,982,000. 

$3.836,820, plus 73% of excess 
over $6,982,000. 

$4,566.820, plus 76% of excess 
over $7,982,000. 

$6,086 .820 , plus 77% of excess 
over $9 ,982,000. 

"TABLE 2 - Death after September 30, 1977, 
but pri.or to October 1, 1~78 

· ''If the taxable estate is: The t~ shall he: 
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"Not over $4,000 

"Over $4,000 but not over 
$14, 000 ...... ' .......... . 

"Over $14,000 but not over 
$24,000 ................. . 

"Over $24,000 but not over 
$64,000 ................. . 

"Over $64,000 but not over 
$214 I 000 , , • , , , , , , , , , , , , • , 

"Over $214,000 but not over 
$464,000 ................ . 

"Over $464,000 but not over 
$714,000 ............... .. 

"Over $714,000 but not over 
$964' 000 ................ . . . 

"Over $96li-,OOO but not over 
$1,214,000 .............. . 

"Over $1,214,000 but not over 
$1,464,000 .............. . 

"Over $1, l~64, 000 but not ·over 
$1,964,000 ··············· 

"Over $1,964,000 but not over 
$2,464,000 .............. . 

"Over $2, 464, 000 but not ov·er 
$ 2 f 9 6 /f I 0 0 0 , , o • , , ' , , o • o • • • ~ 

"Over $2,964,000 but not over 
$3,464,000 .............. . 

"Over $3,464,000 but not over 
$ 3 ' 9 6 lf , 0 0 0 • • • • • • • • • • • : • • • 

"Over $3,964,000 but not over 
$4,961+,000 .............. . 

--- -

18% of the taxable estate. 

$720, plus 22% of excess 
over $4,000. 

$2,920, plus 25%. of excess 
over $14,000. 

$5,420, plus 28% of excess 
over $24,000. 

$16,620, plus 30% of excess 
over $64,000. 

$61,620, plus 32% of excess 
over $214,000. 

$141,620, plus 35% of excess 
over $464,000. 

$229,120, plus 37% of excess 
over $71/f,000 . 

$321,620, plus 39% of excess 
over $96"4,000A 

$419,120, plus 42% of excess 
ov_er $1,214,000. 

$524,120, plus 45% of excess 
over $1,464,000. 

$749,120, plus 49% of excess 
over $1,964,000. 

$994,120, plus 53% of excess 
over $2,464,000. 

$1,259,120, plus 56% of excer. s 
over $2,964,000. 

$1,539,120, plus 59% of cxce$s 
over $3,464,000. 

$1,834,120, plus 63% of excess 
over $3,964,000. 
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but not over 
$5,964,000 ................ 

''Over $5 I 96l• I 000 but not over 
$6,964,000 . . . . . . . . . . . . .... 

''Over $6,964,000 but not over 
$7,964,000 ................ 

"Over $7,964,000 but not over 
$9,964,000 ................ 

"Over $9,964,000 ............ 

$2,464,120, plus 67% of excess 
over $!1- 1 964 1 000. 

$3,131~,120, plus 70% of exces-s 
over $5,964,000. 

$3, 83fJ., 120 I plus 73% of excess 
over $6,964,000. 

$4,564,120, plus 76% of excess 
over $7,964,000. 

$6,084,120, plus 77% of exces s 
over $9,964,000. 

"TABLE 3 - Death after September 30 1 1978, 
but prior to Ocotber 1 1 1979 

"If the taxable estate is: 

"Not over $6,000 

"Over $6,000 but not over 
$46' 000 .................. . 

"Over $46,000 but not over 
$196,000 ................. . 

"Over $196,000 but not over 
$446' 000 ................. . 

"Over $446,000· but not over 
$696 I 000 • • • , , • • • , , , , , , , , • , 

"Over $696,000 but not over 
$946,000 ··········!······· 

"Over $946,000 but not over 
$1,196,000 ............... . 

"Over $1,196,000 but not over 
$1,446,000 ............... . 

"Over $1,446,000 but not over 
$1,946,000 ............... . 

The tax shall be: 

25% of the taxable estate. 

$1,500, plus 28% of excess 
over $6,000. 

$12,700, plus 30% of excess 
over $46,000. 

$57,700 1 plus 32% of excess 
over $196,000. 

$137,700, plus 35% of excess 
over $L~46, 000. 

$225,200, plus 37% of excess 
over $696,000. 

$317,700, plus 39% of excess 
over $946,000. 

$lil5,200, plus !~2% of excess 
over $1,196,000. 

$520, 2,00, plus /~ 5% of excess 
over $1,446,000. 
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"Over $·1,946,000 but not over · $745,200, plus 49% of excess 
$2,446,000 ····~~·········· over $1,946,000. 

"Over $2,446,000 but not over 
$2,91~6,000 ················ 

"Over $2,946,000 but not over 
$3,446,000 ............... . 

. 
"Over $3,446,000 but not over 

$3' 9 46' 00 0 ............... . 

"Over $3,946,000 but not over 
$4,946,000 ............... . 

110ver $4,946,000 but not over 
$5,9!~6,000 ...........•.... 

"Over $5,946,000 but not over 
$6.946,000 ............... . 

"Over $6, 9li-6, GOO but not over 
$ 7 J 9 46 ' 0 0 0 . . • . . . . . . . . . . ••. 

"Over $7, 946, 000 but not over 
$9,946,000 ················ 

"Over $9,946,000 . . . . . . . . . . . . 

$990,200, plus 53% of excess 
over $2,446,000. 

$1,255,200, plus 56% of exces s 
over $2,946,000. 

$1,535,200, plus 59% of excess 
over $3,446,000. 

$1,830,200, plus 63% of excess 
over $3, 9L~6, 000. 

$2,460,200, plus 67% of excess 
over $4,946,000. 

$3,130,200, plus 70% of exces s 
over $5,946,000. 

$3,830,200, plus 73% of exces s 
over $6,946,000. 

$4,560t200, plus 76% of exces s 
over $7,946,000. 

$6,080,200, plus 77% of exces s 
over $9,946,000. 

"TABLE 4 - Death after September 30, 1979, 
but prior to October 1, 1980 

"If the taxable estate is: 

"Not over $28,000 . . . . . . . . . . . 
"Over $28,000 but not over 

$178,000 ........ " ........ . 

"Over $178,000 but not over 
$428' 000 ................. . 

The tax shall be: 

28% of the taxable estate . 

$7,Bl~O, plus 30% of excess 
over $28,000. 

$52,8q0, plus 32% of excess 
over $178,000. 
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"Over $428,000 but not over 
$678,000 ·······!·········· 

"Over $678,000 but not over 
$928,000 ................. . 

"Over $928,000 but not over 
$1,178,000 ............... . 

"Over $1,178,000 but not over 
$1, 428, 000 ............... . 

"Over $1,428,000 but not over 
$1,928,000 ............... . 

"Over $1,928,000 but not over 
$2-,428,000 ............... . 

"Over $2,428,000 but not over 
$2,928,000 ............... . 

"Over $2,928,000 but not over 
$3,428,000 ················ 

"Over $3,428,000 but not over 
$3,928,000 ............... . 

"Over $3,928,000 but not over 
$4,928,000 ...... : . ....... . 

"Over $4,928,000 but not over 
$5,928,000 ............... . 

"Over $5,928,000 but not over 
$6,928,000 ............... . 

"Over $6,928,000 but not over 
$ 7 , 9 2 8, 00 q ............... . 

"Over $7,928,000 but not over 
$9,928,000 ............... . 

"Over $9,928,000 ........... . 

·-. 

$132,8q0, plus 35% of excess 
over $428,000. 

$220,340, plus 37% of excess 
over $678,000. 

$312,840, plus 39% of excess 
over $928,000. 

$410,340, plus 42% of excess 
over $1,178,000. 

$515,340, plus 45% of excess 
over $1,428,000. 

$740,340, plus 49% of excess 
over $1,928,000. 

$985,340, plus 53% of excess 
over $2,428,000. 

$1,250,340, plus 56% of exces s 
over $2,928,-000. 

$1,530~340, plus 59% of exces s 
over $3,428,000. 

$1,825,340, plus 63% of excess 
over $3,928,000. 

$2,455,340, plus 67% of excess 
over $4,928,000. 

$3,125,340, plus 70% of exces s 
over $5,928,000. 

$3,825,340, plus 73% of excess 
over $6,928,000. 

$4,555,340, plus 76% of excess 
over $7,928,000. 

$6,075,340, plus 77% of excess 
over $9,928,000." 
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SEC. ~. CREDIT FOR STATE DEATH TAXES. 

I 

-Sode-e£ ... l9S4 (relating to credit for state death taxes) is 

amended to read as follows: 

"(b) Amount of Credit.--

"(1) General Rule.--The credit allowed by 

this section shall not exceed the appropriate 

amount ~tated in the following table in the case 

of a decedent who dies after September 30, 1980~ 

"If the taxable estate is: 

"Not over $50,000 .......... 
"Over $50,000 but not over 

$150) 000 ................ . . . 
"Over $150,000 but not over 

$350,000 ............•.... 

"Over $350,000 but not over 
$550' 000 ................ . 

"Over $550,000 but not over 
$750,000 .............•... 

"Over $750,000 but not over 
$950,000 .......•...•..... 

"Over $950,000 but not over 
$1,450,000 .............. . 

The t:iaximurn tax credit 
shall be: 

1.6% of the taxable est ~ 

$800, plus 2.4% of exce ~. 
over -$50, 000. 

$3,200, plus 3.2% of exc 
over $150,000. 

$9, 600, plus 4 % of exc• 
over $350,000. 

$17,600, plus 4.8% of e·--
over $550,000. 

~27,200$ plus 5.6% of ex· 
over 750,000. 

$38,400, plus 6.4% of e:··C' 
over $950,000 . 

.. 
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"Ov~r $1, 1._50, 000 but not over 
$1,950,000 ••.•••.•......••.. 

"Over $1,950,000 but not over 
$2,liS0,000 •••••••••••••••••. 

"Over $2,450,000 but not over 
$2, 950, 000 •....••.•..•.••... 

"Over $2,950,000 but not over 
$3,'•50, ooo .................. . 

"Over $3,450,000 but not over 
$3,950,000 •....•....•....... 

"Over $3,950,000 but not over 
$4,950,000 ..•.........•..•.. 

"Over $4,950,000 but not over 
$5,950,000 •••••••••••••••••O 

"Over $5, 950, 000 but not over · 
$6,950,000 ...•.............. 

"Over $6,950,000 but not over 
$7,950,000 .••..•.....•.•.•.. 

• 
"Over $7,950,000 but not over 

$8' 950, 000 •••.• 0. 0: ••••••••• 

"Over $8,950,000 but not over 
$9,950,000 ••...•............ 

"Over $9,950,000 . . . . . . . . . . . . . . 

$70,400, plus 7.2% of excess 
over $1,450,000. 

$106, 1.00, plus 8% of excess 
over $1,950;000. 

$11.6, 400' plus 8.8% 
over $2,450,000. 

of exces s 

$190,400, plus 9.6% of excess 
over $2,950,000. 

$238,400, plus 10.4% 
over $3,450,000. 

of exces:-, 

$290,400, plus 11.2% of excec'· 
over $3,950,000. 

$402,400, plus 12% of excess 
over $4,950,000. 

$522,400, plus 12.8% 
over $5,950,000. 

$650' 1.00, plus 13.6% 
over $6,950,GOO. 

$786,400, plus 14.4% 
· ever $7,950,000. 

$930,400, plus 15.2% 
over $8,950,000. 

$1,082,400, plus 16% 
over $9,950,000 . 

. . 

of exces:· 

of exces' 

of exce . 

of exce .... · 

of exec 
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"(2) Transition~l Rules.--In·the case of 

a decedent who· dies prioi· to October 1, 1980, the 

credit allowed by this section shall not exceed 

the appropriate amount stated in the following 

tables: 

"TABLE 1 - Death prior to October 1, 1977 

11!£ the taxable estate is: 

"Not over $72,000 ...•...... 

"Over $72,000 but not over 
$122)000 .....•.......... 

"Ove.r $122, 000 but not over 
$ 2 2 2 ,· 000 ...........•..... 

"Over $222,000 but not over 
$422, 000 ................ . 

"Over $422,000 but not over 
$622, 000 •...•••..•....•.. 

"Over $622,000 but not over 
$822,000 ••..••.....•..... 

"Over $822,000 but not over 
$1, 022, 000 •. 0 •••••••••••• 

"Over $1,022,000 but not over 
$1,522,000 .....•.....•..• 

"Over $1,522,000 but not over 
$2,022,000 ..........•.... 

110ver $2,022,000 but not over 
$2,522,000 .............. . 

"Over. $2,522,000 but not over 
$3,022,000 ·~···· ........ . 

• 

The maximum tax credit shal l 

8/lOths of 1% of the amount 
by which the taxable es t, 
exceeds $22,000. 

$400, plus 1.6% of excess 
over $72,000 . 

$1,200, plus 2.4% of exce ,_ 
over $122,000. 

$3,600, plus 3.2% of exces· 
over $222,000. 

$10,000, plus 4 % of exce. 
over $422,000 . . 

$18,000, plus 4.8% of exce. 
over $622,000 . 

$27,600, plus 5.6% 
over $322,000. 

of excC' 

$38,800, plus 6. l~% of eXC( . 
over $1,022,000. 

$70,800, plus 7.2% of CXCC' 

over $1,522,000. 

$106,800, plus 8% of exc 
.over $2, 022, 000 . 

$llt6,800. plus 8.8% of c~"< 
over $2,522,000! 
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"Over $3,022,000 but not over 
' $3,522,000 ....•......•...... 

110ver $3,522,000 but not over 
$4,022,000 •.•.••.•••..••••.. 

110ver $4,022,000 but not over . 
$5,022,000 •...•.•...••.••... 

110ver $5,022,000 but not over 
$6,022,000 •...•.•..••.•..... 

"Over $6,022,000 but not over 
$7,022,QQQ ••o•o••••••••••• •• 

"Over $7,022,000 but not over 
$8,022,000 •.•••.••••..•..... 

"Over $8,o'22,000 but not over 
$9,022,000 .•..........•..... 

"Over $9,022,000 but not over 
$10' 022 ,.000 ...•.....•..•.... 

"Qvei: $10, 022, 000 • ....•.•.•••. 

$190,800, plus 9.6% of excess 
over $3,022,000. 

$238, 800, plus 10, li-% of execs.­
over $3,522,000. 

$290,800, plus 11.2% of exces~ 
over $li, 022, 000. 

$402, 800, plus 12 % of exce :;,3 

over $5,022,000. 

$522,800, plus 12.8% of excess 
over $6,022,000. 

$650,800, plus 13.6% of excess 
·over $7,022,000. 

$786,800, plus 14.4% of exces~ 
over $8,022,000. 

$930,800, plus 15.2% of excess 
over $9,022,000. 

$1, 082, 800, plus. 16 % of excer 
over $10,022,000. 

"TABLE 2 - Death after September 30, 1977, 
but prior to October 1, 1978 

"If the taxable estate is: 

"Not over $54, 000 •••.•••.•.••• 

"Over $54,000 but not over 
$104, 000 ..... ............... . 

·~over $10l~, 000 but not over 
$2ot~,ooo .. .., ................ . 

· "Over $201+, 000 but not over 
$f~04 I 000 0 • • • 0 • • • • • • • • • • • • ., • ., 

--. 

The maximum tax credit shall be: 

8/lOths of 1% of the amount 
by which the taxable esta te 
exceeds $4,000. 

$400, plus 1.6% of excess 
over $54,000. 

$1,·200, plus 2.ti-% of excess 
over $104,000 . 

. . 
$3,600, plus 3.2% of excess 

over $204,000. 
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"Over $L~04,000 but not over 
$~04, 000 .•••.•...••..•.... 

"Over $60L~, 000 but not over · 
$804,000 •..•••............ 

"Over $'804,000 but not over· 
$1,004,000 .•..••..•.•..•.• 

"Over $1, OOL~, 000 but not over 
$1,504,000 .•..••.......... 

"Over $1,504,000 but not over 
$2,004,000 ••.•••.•.••..••. 

"Over $2,004,000 but not over 
$2,504,000 •••...••....•.•• 

"Over $2,504,000 but not over 
$3,004,000 ...•..•....•.... 

"Over $3,004,000 but not over 
$3,504,000 •.......•.••.••. 

"Over $3, SOL~, 000 but not over 
$4,004,000 •••••..•.••..•.• 

"Over $4,004,000 but not over 
$5,004,000 ......•........• 

"Over $5,004,000 but not over 
$6,001~,ooo •••••.•.••.•...• 

"Over $6,004,000 but not over 
$7,004,000 ••..•..•...•••.• 

"Over $7,004,000 but not over 
$8,004,000 •••••••......•.. 

"Over $8,00/f,000 but not over 
$9,oot.,ooo .••••.••••••••.• 

"Over $9,004,000 but not over 
$10,004,000 •••••..•..•.... 

· "Over $10, OOl~, 000 . . . . . . . . . . 

$10,000, plus 4% of excess 
over $L~04, 000. 

$18,000, plus 4.8% 
over $604,000. 

of excess 

$27,600, plus 5.6% of excess 
over $804,000. 

$38,800, plus 6.4% 
over $1,004,000. 

of excess 

$70,800, plus 7.2% of excess 
over $1,504,000. 

$106,800, plus 8% of exces s 
over $2,004,000. 

$146,800, plus 8.8% of exces s 
over $2, 501~, 000. 

$190,800, plus 9.6% of 
over $3,004,000. 

exces s 

$238,800, plus 10.4% 
over $3,504,0DO. 

$290,~00, plus 11.2% 
over $4,004,000. 

$402, 800, plus 12 % 
over $5,004,000. 

$522,800, plus 12.8% 
over $6,004,000. 

$650,800, plus 13.6% 
over $7,004,000. 

$786,800, plus 14.4% 
over $8,004,000. 

$930,800, plus 15.2% 
over $9,004,000, 

.. . 
$1,082,800, plus 16% 

over $10,004,000. 

of execs 

of exec ::. 

of exec ~ .. 

of exccb 

of exce.., 

of execs' 

of CXCC f 

of cxc 
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"TABLE 3 - Death after September 30, 1978, 
bqt prior to October 1, 1979 

"If. the taxable estate is: 

"Hot. over $36, 000 ..•••••••. 

"Over $36,000 but not over 
$86,000 ••••••••O••••••••• 

"Over $86,000 but not over 
$186 I 000 • • • o • o • • • • • • • • • o • 

"Over $186,000 but not over 
$386,QQQ ••oo••••o•••••••• 

"Over $386,000 but not over 
$586) 000 e o e e O • • • e e D • e e • e e 

"Over $586,000 but not over 
$786,000 ................. . 

"Over $786,000 but not over 
$986,,QOQ o•••••o••~•••••D• 

"Over $986,000 but not over 
$1,486,000 .••••...•••.•.. 

"Over $1,486,000 but not over 
$1,986,000 ..•.........••. 

"Over $1,986,000 but not over 
$2 l /1-86' 000 •••••.••.••.•.• 

"Over $2,486,000 but not over 
$2,986,000 ..•...••..•.•.. 

"Over $2,986,000 but not over 
$3,486,000 •.••...•....••• 

"Over $3,486,000 but not over 
$3,986,000 ••.•..••...•••• 

"Over $.3,986,000 hut not over 
$4,986,000 ..•.•••.•..••.. 

The maximum tax credit shall , 

8/lOths of 1% of the taxab1 
estate. 

$288, plus 1.6% of excess 
over $36,000. 

$1,088, plus 2.4% of execs• 
over $86,000. 

$3,488, plus 3.2% of exces~ 
over $186,000. 

$9, 888, plus 4 % of exec 
over $386,000. 

$17,888, plus 4.8% of exccf 
over $586,000. 

$27,488$ plus 5.6% of e:>:cc; r 

over 786,000. 

$38,688, plus 6.4% of exce' 
!JVer $986,000. 

$70,688, plus 7.2% of exc :-
over $1,486,000. 

$106, 688, plus 8 ~~ of ex~· 
over $1,986,000. 

$1~6,688, plus 8.8% of exc 
over $2,486,000. 

$190,688, plus 9.6% of c~c 
over $2,986 ,000. 

$238,688, plus 10.4% of c· 
over $3 ,!•86, 000. 

$290,688, plus 11.2% of c~ 
over $3 ,986 ,000. 



___ ,,,,,_·-r -.. 

'~-

llO 
l:s 

·"Over . $.l-1-, 986, 000 but not over 
$5,986,000 ••••••••..••••• 

"Over $5,986,000 but not over 
$6,986,000 •••••••.••.••• i 

"Over $6,986,000 but not over 
$7,986,000 ••.••..•.•••••. 

"Over $7,986,000 but not over · 
$8,986,000 ••••••••.•.••.• 

"Over $8,986,000 but not over 
$9,986,000 •..•••.....••.• 

'·'Over $9, 98.6, 000 ............. 

$402 , 688, plus 12% of exces s 
over $1~, 986, 000. 

$522,688, plus 12.8% of excess 
over $5,986,000. 

$650,688, plus 13.6% of excess 
over $6,986,ooo: 

$786,688, plus 14.4% of excesr 
over $7,986,000. 

$930,688, plus 15.2% of execs~ 
over $8,986,000. 

$1 , 0 8 2 J 6 8 8 , p 1 us 1 6 % 
over $9,986,000. 

of exce-

"TABLE I.+ - Death after September 30, 1979, 
but prior to October 1, 1980 

"If the taxable estate is: 

II .$ Not over 18,000 •.•...•..• 

"Over ··$18 ,.ob'O · J,ut; not over. .. 
$ 6 8 , ·O 0 0 . • • • • • • • • : • • • • • • • • 

"Over $68,000 but not over 
$168' 000 ................ . 

"Over $168,000 but not over 
$368,000 •.••..•...•.....• 

"Over $368,000 but not over 
$568,000 ................ . 

"Over $568,000 but not over 
$768,000 e•Oeeeee••••••••• 

"Over $768,000 but not over 
$968) 000 ..••..•.•.......•. 

· ·The maximum tax credit shall be: 

8/lOths of 1% of the taxable 
estate. 

$144, plus 1.6% of excess ove 
$18,000. 

$944, plus 2.4% of excess ove: 
$68,000. 

$3,344, plus 3.?.% of excess 
over $168,000. 

$9, 744·, olus 4 % of excess 
over. $368,000. 

$17,744, plus 4.8% of excess 
over $568,000. 

$27~344, plus 5.6% of excess 
over $768,000 . . . 
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"Over $968,000 but not over 
$1,468,000 ••.•••••....••. 

"Over $1, 1+68, 000 but not over 
$1,968,000 •••••••..•.•••• 

"Over $1,968,000 but not over 
$2,468,000 •.•••• ' ••...••• 

"Over $2,468,000 but not over 
$2,968,000 •.••••....• ... • 

"Over $2,968,000 but not over 
$3,468,000 •.•••• •. •.•••.• 

"Over $3,468,000 but not over 
$3,968,000 •••••••.••••••. 

"Over $3,968,000 but not over 
$4,968,000 •.•••••••••••.• 

"Over $4,968,000 but not over 
$5' 968, 000 •• 0 0 0 • 0 •••••••• 

"Over $5,968,000 but not over 
$6,968,000 •.•••.•.....••• 

"Over $6,968,000 but not over 
$7,968,000 •• . ••••••. .• ••. 

"Over $7,968,000 but not over 
$8,968,000 •••••••••...••• 

"Over $8,968,000 but not over 
$9,968,000 ••.•••••..••••• 

"Over $9, 968, 000 ......•.•.. 

-. 

$38,544, plus 6.4% of excess 
over $968,000. 

$70,544, plus 7.2% of excess 
over $1,468,000. 

$106, Sl~l~, plus 8 % of execs s 
over $1,963,000. 

$146,544, plus 8.8% of excess 
over $2,468,000. 

$190,544, plus 9.6% of excess 
over $2,968,000. 

$238,544, plus 10.4% of excess 
over $3,468,000. 

$290,544, plus 11.2% of excess 
over $3,968,000 . 

$402, 544, plus 1 2 % of cxce r 
. over $4,968 , 000. 

$522,544, plus 12.8% of cxces ~ 
over $5 , 968,090. 

$650,544, plus 13.6% of excess 
over $6,968,000. 

$786,544, plus 14.4% of exces~ 
over $7,968,000. 

$930,544, plus 15.2% of excesq 
over $8,968,000. 

$1, 082-, 544, plus 1~ % of exec 
over. $9,968,000 . 

. . 

L
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SEC. tr. ESTATE TAX EXEMPTION AUD RETURNS . 
. . 

(a) EXEMPTION. --Section 2052 @f-tnfte-Trnt~l,:rR~~~~nu:e 

Gooe-e-~9-~ (relating to the cs tate tax exemption) is 

amended to read as follows: 

"SEC. 2052. EXE'MPTION. 

"(a) General Rule.--For purposes of the tax ·imposed 

by section 2001, the value of the taxable estate shall be 

determined by deducting from the value of the gross estate 

an exemption of $150,000. ,/ 

"(b) Transit:ional Rules. --In the case! of a decedent 

who dies prior to October 1, 1980, the exemption otherwise 
';'~ 

\. ;.' allowed under subsection (a) shall be reduce.cl to the arnoun.t 

set forth in the following schedule: 

. Death But prior 
after-- to-- . Exemption . . 

October 1, 1977 $ 78,000 

September 30, 1977 October 1, 1978 $ 96,000 

September 30, 1978 October 1, 1979 $114,000 

September 30, 1979 October 1, 1980 $132,000" 

-- . 
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(b) EXEMPTION FOR NONRESIDENTS Nor CITIZENS.-­

Paiagraph (3) of section 2-106(a) o~-&~i.-G~ (relating to 

the estate tax exemption for the estates of nonresidents 

not citizens) is amended to read as follows: 

"(3) Exemption.--

" (A) General Rule. - -An exemption of $40, 000. 

"(B) Residents of Possessions of the United 

States.--In the case of a decedent who is consider ed 

to be a 'non-resident not a citizen of the United 

States' under the provisions of section 2209, the exemp­

tion shall be the greater of (i) $40,000 , or (ii) 

that proportion of the ex.emption autho.rized by 

section 2052 which the value of that part of the 

decedent's gross estate which at the time of his 

death is situated in the United States bears to the 

value of his entire gross estate wherever situated . 
... 

"(C) Transitional Rules.--In the case of a 

decedent who dies prior to October 1 1 1980, the exemp­

tion otherwise allowed under subparagraph (A) or (B)(i) 

shall be reduced to the amount set 'forth in the 

following schedule: 

Death after-- But Erior to-.:. Exemption 

October 1, 1977 . $32,000 

September 30 , 1977 October 1, 1978 $34,000 
J () 

September 30, 1978 October 1, 1979 $36,000 

<'., 
.:: 
~ 
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(Cont'd) Death after-­

September 30, 1979 

But prior. to-­

October 1, 1980 

Exemption 

$38,000 '1 

(c) ESTATE TAX RETUP~S. --Subsection (a) of sec tion 6018 

af !Y'd'eh-eo~ (relating· to estate tax returns by executo.r) 

is amended--

(1) by striking out 'i$60, 000," in paragraph 

(1) and inserting in lieu thereof "the estate tax 

exemption allowed under section 2052," , and 

(2) by striking out "$30,000," in paragraph 

(2) and inserting in lieu thereof "the estate tax 

exemption allowed under section 2106(a)(3)(A) and 

(C),". 
131 

SEC . J$ . ESTATE AND GIFT TAX MARITAL DEDUCTION. 

(a) BEQUESTS TO SURVIVING SPOUSE.--

( 1) Sec ti on 2 0 5 6 o-f--et1e--.:f'R·t~--niH.-Reoven'\1e-G0 0€ 

oM.,..g.5-4 (relating to bequests, etc. , .to surviving 

spouse) is amended by deleting subsection (c) and 

by redesignating subsections (d) and (e) as sub­

sections (c) and (d). 

(2) Subsection (a) of section 2056 of-s~ 

~fo is amended by st.riking out " subsections (b), 

( c), and (d), 11 and inserting in lieu thereof "sub­

sections (b) and (c)," . 



. ' 
( 
c--··-----. 
_..,.. ...... ·" -...:..:.... 

( 

(b) GIFT TO SPOUSE.--

(1) Subsection (a) of Section 2523 e&-lfttieh 

~lea (relating to gift to spouse) is amended to read 

as follows: 

"(a) In General.--Where.a don.or who is a citizen or 

resident transfers during the calendar quarter by gift an 

interest in property to a donee who at the time of the 

gift is the donor 1 s spouse, .there shall be allowed as a 

deduction in computing taxable gifts for the calendar quarter 

an amount equal to the value of such interest. 11 

• 
(2) Section 2523 c~e is amended by 

deleting subsection (f). 

(3) Section 2515 ~h~ (relating to 

tenancies by the entirety) is repealed. 
t~Z.. 

SEC. ~. GIFT TAX RETURNS . 

Subsection (a) of section 6019 

.Cod~9-S'4 (relating to gift tax returns) is amended to 

read as follows: 

"(a) In General. --

" (l) Return Requirement.--Except as provided 

in paragraph (2), any individual who in any calendar 

quarter makes any transfers by gift (other than trans­

fers which under section 2503(b) are not to be included 

in the total amount of gifts for such quarter and other 

than qualified chnri table trans'fers) shnll mnke a 

'~ - ~I ... .:> y 
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re.turn for such quarter wi tl;l respect to the gift tax 

imposed by sub~~tle B. 
11 (2) Gifts of Under $100,000 . --If an individual 

makes any transfers described in paragraph (1), and 

for a calendar quarter the aggregate value of such 

transfers made during such calendar quarter, if any , and 

the preceding calendar quarters in the calendar year 

during which such transfers are made, does not exceed 

$100 , 000, rnreturn shall be required for such quarter 

with respect to the gift tax imposed by subtitle B 

unless such quarter is the fourth calendar quarter in 

such calendar year. Any transfer by gift made during 

a calendar quarter for which no return is required 

under this paragraph shall be deemed to have been made 

during or for the subsequent calendar quarter for which 

a return is required under this paragraph . 11
• 

l JJ 
SEC . :0. INSTALLMENT PAYMENTS OF ESTATE TAX ATTRIBUTABLE TO 

INVESTMENTS IN CLOSELY HELD BUS.INESS ENTERPRISE . 

( a) DISCHARGE OF FIDUCIARY FROM PERSONAL LIABILITY.-­

(!) Subsection (a) of section 2204 ~"ft'f?&l~ 

Re¥-&~e-(',ode-of r9'5'4 (relating to discharge of fiduciary 

from personal liability) is amended by deleting the 

last sentence thereof and inserting in lieu thereof 

the following new sentence: 

-.. 
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"The executor, on payment of the amount of which 

he is notified (other than any amount the time 

fqr payment of which is extended under section 

6161, 6163, or 6166), and on furnishing any bond 

which may be requi red for any amount for which the 

time for payment is extended (under provisions 

other than those of section 6166), shall be dis-

charged from personal liability for any deficiency 

in tax thereafter found to be due and shall be 

entitled to .a receipt or writing showing such 

discharge." 

(2) Subsection (b) of section 2204 o~u.c..h-G-ocle 

is amended by deleting the last sentence thereof 3nd 

inserting in lieu thereof the following new sentence: 

"On payment of the amount of such tax for which 

it has been determined the fiduciary is liable 

(other than any amount the time for payment 

of which has been extended under section 6161, 

6163, or 6166), and on furnishing any bond which 

tl)ay be required for any amount for which the time 

for payment has been extended (under provisions 

other than those of section 6166), or on receipt 

by him of notification·of a determination that he 

is not liable for any such ta~, the fiduciury 
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shall be discharged from personal liability for 

any deficiency in such tax thereafter found to 

be due and shall be entitled to a receipt or 

writing evidencing such discharge." 

(b) BONDS.--Sectlon 6165 o.£~ (relating to 

bonds where time to pay tax on deficiency has been extended) 

is amended by adding at the end thereof the following new 

sentence: 

"When an extension of time within which to pay any 

tax or deficiency therein has been granted under the 

provisions of section 6166, an adequate bond shall, for 
• 

purposes of this section, be deemed to have been fur­

nished by the taxpayer with respect to such portion of 

the tax secured by a mortgage or other recorded lien 

in favor of the United States upon real property 

included in the gross estate where the value of 

such real property at the time the lien is imposed 

equals or exceeds 130 percent of such portion of 

the tax." 

(c) ·EXTENSION OF TIME FOR PAYMENT OF ESTATE TAX. --

Section 6166 ~e (relating to extension of time 

for payment of estate tax) is amended--

(1) by striking out subsections (a) and (b) and 
. 

inserting in lieu thereof the following new subsections: 

---.. -
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"(a) Extension Permitted.--

"( l) General Rule".--If the value of an interest 

'in a closely held business which is included in 

determining the gross estate..-of a decedent who 

was (at the date of his de~th) a citizen or resident 

~ of the United States exceed~ either--

• 

"(A) 35 percent of the value of the 

gross estate of such decedent, or 

"(b) 50 percent of the taxable estate of 

such decedent, 

the executor may elect to pay part or all of the 

tax imposed by section 2001 in two or ~ore (but not 

exceeding 10) equal installments. 

11
(2) Small Business Interests.--If the value 

of the interest or interests in a closely held business 

which qualify under subsection (a)(l) does not exceed 

$600,000, the executor may elect to--

11 (A) defer the payu1ent of part or ell of 

the tax iraposed by section 2001 until the date 

which is five years after the d'ate prescribed 

by section 515l(a) for the p~yment of the tax, 

and 

"(B) pay part or all of the tax in two or 

more (but not cxcE:!ed'i.ng 20) eoual installments. . . 
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"(3) Time for Elcction.--Any such election shall 
• 

be made not later than the time prescribed by section 

6075(n) for filing the return of such tax (including 

extensions thereof), and ~hall be made in such 

manner as the Sec.retary or hi8 delegate shall by 

regulations prescribe. If an election under this 

section is made, the provisions of this subtitle 

shall apply as though the Secretary or. his delegate 

were extending the time for payment of the tax. 

" (4) Value.--For purposes of this section, value 

shall be value determined for Federal estate tax 

purposes. 

"(b) Limitations. - -

" (1) General Rule. ··-The maximum amount of tax 

which may be paid in installments as provided in 

subsection (a) (1) shall be·: 

" (A) an amount which bears the same ratio 

to the tax imposed by section 2001 (reduced by 

the credits against such tax) as the value 

of the interest in a closely held business which 

qualifies under subsection (a)(l) bears to the 

value of the gro~~ estate , minus 

" (13) the amount ·which the executor elects 

to pay in installments under the provisions of 

subsection (a)(2). 
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11 (2) Small Business Interests:-- The maximum 

amount which may be paid in installments as provided 

in subsection (a)(2) shall be: 

"(A) when the value of the interest or 
. 

interests in a closely held business '\.jhich qualify 

under subsection (a)(l) does not exceed $300,000, 

an amount which bears the same ratio to the tax 

imposed by section 2001 (reduced by the credits 

against such tax) as the value of such interest or 

interests bears to the value of ~he gross estate, or 

"(B) when the value of such interest or interes~~ 

exceeds$300,000, an amount which bears the same 

ratio to such tax (reduced by the credits against 

such tax) as--

11 (l) $300,000 minus· the excess of the 

value of such interest or interests over 

$300,000, bears to 

"(2) the value of the gross estate. '1 

. . 
(2) by striking out subsection (e) and inserting 

in lieu thereo·f the fol lowing new subsection: 

"(e) Date for Payment.--

11(1) Gcner2l Rule.--If an election is made under 

subsection (a).(J), the ·firs t instnJ lment shall be p.sid 

on or before the date pre~cribed by sPction 615l(a) 

for the payment of tax.. and ca ch succeccJing ins tel l'1;1~ff"@Ro 
I <,.. 

~ 
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s.hall he paid on .or before the date which is one 

year after the date P!escribcd by this paragraph for 

payment of the preceding installment. 

" (2) Small Bus_incss lnterests.--If an election is 

made under subsection (a)(2), the first installment 

shall be paid on or before the date which is five 

years after the date prescribed by section 6151(a) for 

the payment of the tax, and each succeeding installment 

'shall be paid on or before the date ·which is one 

year after the date prescribed by this paragraph for 

payment of the preceding installment." 

(3) by adding at the end of subsection (g) the 

following new sentence; .) 

" In applying subsections (b)(4) and (k) of 

s ection 6601. (relating to interest on payments 

of estate tax under subsection (a)(2)) in the 

case of a deficiency, the entire amount which 

is prorated to_installments payable under sub­

section (a)(2) shall be treated as an amount of 

tax the payment of which is e~tended pursuant to 

subsection (a)(2)." 

(4) by striking out the last sentence of subparagraph 

(B) of subsection (h)(l) and inserting in iieu thereof 

the following new sentence: 

.) .._, 
~ 
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""This subparagraph shall apply only if, on or be-

fore the date prcsc;:-ibed by subsection (c)(l) 

for payment of the first installment which 

becomes due after the date of the distribution 

(determined without regard to any election under 

subsection (a)(2)), there is paid an amount of 

the tax imposed by section 2001 not less than 

the a.mount of money and other property distributed." 

(5) by striking out "fourth taxable year," in sub-

paragraph (A) of subsection (h)(2) and insert1ng in 
• 

lieu thereof the following: "fourth taxable year in 

the case of an election under subsection (a)(l) or 

after its seventh taxable year in the case of an election 

under subsection (a)(2),". 

(6) by adding at the end of subsection (k) the 

following new paragraph (3): 

"(3) Interest.--For provisions requiring the 

payment of interest at the rate of l1. percent per annum 

for the period of an extension under subsection (a)(2), 

see section 660l(k)." 

(d) SPECIAL LIENS FOR ESTATE TAX.--Paragraph 

(1) of section 632/+(a) 0£ sMdt Cane (relating to 

special liens ~or estate tax) is amended by striking 

out "10 years" and inserting in lieu thereof 11 25 
11 years . 

--~ 
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(e) INTEREST ON INSTALLJ:mNT PAYMENTS OF ESTATE TAX.-­

Section 6601 

amended--. 
(1) by reclesignating paragraph (4) of subsection 

(b) as paragraph (5) and.inserting the following new 

paragraph (4): 

"(4) Deferred Payment of Estate Tax.--The last 

date prescribed for payment of any tax payable in 

installments under section 6166(a)(2) shall be the 

last date prescribed for payment of the first install-

ment of such tax." 

(2) by adding at the end thereof the following new 

subsection (k): 

"(k) Extensions of Time for Payment of Estate Tax.--If 

the time for payment of an amount of tax imposed by chap­

ter 11 is extended as provided in section 6166(a)(2), 

interest shall be paid at the rate of 4 percent, in lieu 

of the annual rate established under section 6621. 11 

(f) TECHNICAL AMENDMENT. --Paragraph (2) of section 6161 ( i•) 

e.£...s.y~ (relating to extension of time for paying 

estate tax) is amended by striking out the period at the end 

thereof and inserting in lieu thereof "or, if later, in the 

case of nn installment payable under section 6166(a)(2), not 
. 

· in excess of six months from the <l3tc fixed for the payment 
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SEC.·~ El"FECTtVE DATES. 

I z~ /l.f; a.., ~ /36 
(a) The amendments1rtade by sections .:i, ~ and 4 shall 

apply to estates of decedents dying aft.er the date of 

enactment of this Act. 
I ~/ 

(b) The amendments made by section :l shall apply with 

respect to transfers made by gift or decedents dying (as 

the case may be) after December 31, 1976. 
13 ~ . 

(c) The amendments made by section ~ shall apply with 

·respect.to calandar years beginning after the date of 

enactment of this Act. 
( J:s . 

(d) The amendments made by section :t shall apply to 

estates of decedents with respect to which the date for the 

filing of the estate tax return (including extensions 

thereof) prescribed by section 6075 (a) of r.he In-t-E:>-rnal 

Revenue Code of 1954 is after the date of enactment of 

this Act. 
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SUBTITLE G - LIMITATION ON BUDGET OUTLAYS 

Sec. 134. Maximum Budget .Outlays 

Maximum budget outlays under the budget of 

the United States during the fiscal year 1977 shall 

not exceed $395,000,000,000. 

---
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STATUTORY LANGUAGE 
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Section 1. Economic Opportunity Loan Limit 

Section 7(i) of the Small Business Act is amended by 

striking from paragr~phs (1) and (3) thereof the figure 

"$50,000" and inserting in lieu thereof the figure "$100,000." 

Section 2. Development Company Loan Limit 

Section 502(3) of the Small Business Investment Act 

of 1958 is amended by striking out "$350,000" and inserting 

in lieu thereof "$500,000." 

Section 3. Regular Business -Loan Limit 

Section 7(a)(4)(A) of the Small Business Act is 

amended by striking o~t "$350,900" and by inserting in 

lieu thereof "$500,000: Provided, that no such loan 

made or effected either directly or in cooperatio~ with 
. 

banks or other lending institutions through agreements 

to participate on an immediate basis shall exceed 

$350,000." 

Section 4. Loans for Plant Acquisition 

(a) Section 502 of the Small Business Investment . 
Act of 1958 is amended by inserting "acquisition," after 

"plant." 

(b) Section 7(a)(4)(C) of the Small Business Act 

is amended to read as follows: "(C) no such loans 

including renewals and extensions thereof may be made 

for a period or periods exceeding ten years, except that 
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such·portion of a loan made for the purpose of acquiring 

. . 
real property or constructing facilities may have a maturity 

of twenty years plus such ~dditional period as is estimated 
. 

may be required to c.omplete such construction." 

Section 5. Small Business Investment Company Guarantees 

The last sentence of section 305(b) of the Small 

Business Investment Act of 1958 is repealed. 

Section 6. Repeal of 50 Percent Limitation on Bank 

Investment 

Section 302(b) of the Small Business Investment Act 

of 1958 is amended by striking out all that follows "upon 

the making of that acquisition;" and inserting in lieu 

thereof the following: "the aggregate amount of shares 

in small business investment companies then held by the 

bank would exceed 5 percent of its capital and surplus." 

Section 7. Small Business Investment Company Leverage 

(a) Section 303(b)(l) of the Small Business Investment 

Act of 1958 is amended --

(1) by striking out "200" and inserting in lieu 

thereof "300"; and 

(2) by striking out "$15,000,000" and inserting in 

lieu thereof "$35,000,000." 
.. 

' ..... 
C' 1 
;. ' 
~1 "'". / 



3 .. 
{b) Section 303(b)(2) of such Act is amended --

(1) by striking out "300" and inserting in lieu 

thereof "400"; and 

(2) by striking out "$20,000,000" and inserting in 

lieu thereof "$35,000,000"; and 

{c) Section 303(c) of such Act is amended -­

(1) by striking out "300" in clause "(2)(iii) and 

inserting in lieu thereof "400"; and 

(2) by striking out "200" where it appears in clauses 

(2) (iii) and (4) and inserting in lieu thereof "3001
' • 

• 

Section 8. Business Loan and Investment Fund 

Subparagraph 4(A) of Section 4(c) of the Small Business 

Act is amended by striking out "$6,000,000,000" and inserting 

in lieu thereof "$8,500,000,000." 

Section 9. Small Business Investment Companies 

· Subparagraph 4 (B) of Section 4 ( c) of the Small 

Business Act is amended by striking out "$725,000,000" 

and inserting in lieu thereof "$1,100,000,000." 

Section 10. State and Local Development Companies 

Subparagraph 4(C) of Section 4(c) of the Small Business 

Act is amended by striking out "$525,000,000" and inserting 

in lieu thereof "$575,000,000." ... 
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Section 11. Economic Opportunity Loans 

Subparagraph 4(D) of Section 4(c) of the Small 

Business Act is amended by striking out "$450,000,000" and 

inserting in lieu thereof "$550,000,000." 

Section 12. Surety Bond Guarantees 

Section 412 of the Small Business Investment Act of 

1958 is amended by striking out "$35,000,00011 and 

inserting in lieu thereof "$88,000,000." 

• 

.. 



LABOR WILL SUPPLY BALANCE OF STATUTORY 

TEXT AT FRIDAY'S EPB MEETING. 

--~ 



MEMORANDUM TO: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHING T ON 

May 28, 1976 

JIM CANNON 

DAVID LISS·~ 
PAUL LEACH ~f 

Minimum Wage ·Issue 

At the EPB this morning it was agreed that this issue would 
not be discussed with the President at next week's meeting 
but would at least be tentatively scheduled for presentation 
to the President the following week. 

As we discussed with you, we believe this is unwise. It is 
possible that the President's views on the indexing question 
are so firm that there should be no Administration discussion 

f of the issue with interest groups, no matter how informal and 
low-key the contac~.----------------

. . 

' 



MEMORANDUM TO: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

May 28, 1976 

JIM CANNON 

DAVID LIS~ 
OSHA Task Force 

I forgot to mention to you this morning that after Paul 
MacAvoy's report to the EPB, Bill Seidman suggested he 
do a summary report for the Pftsident. If Paul gives 
the President the same rt~ort gave this morning I think 
it will be unhelpf~L,~na curate. ~ 

/ . 
I • 

' • 
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THE WHITE HOUSE 

WASHING T ON 

May 28, 1976 

MEMORANDUM TO: .. 
FROM: 

In a Q&A session in Dallas the P ·aent seemed to imply · 
the existence - or the planned existence - of a study of 
the need for some kind of anti-trust law to be applicable 
to unions. A copy of the President's remarks is attached. 

I know of no such study and would anticipate that Bill 
Usery would strongly oppose any such effort. Unless you 
advise to the contrary, we will initiate no effort along 
these lines at this time. 

Attachment 
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THE WHITE HOUSE 

WASHINGTON 

May 28, 1976 

MEMORANDUM TO: JIM CANNON 

FROM: DAVID LISS~ 

You may recall I brought the President's remarks to your 
attention before and you responded with a note to me 
saying, 11 Please follow. 11 

I don't think there is anything to follow. Art has 
suggested you might want to send a note to Dick Cheney 
so I have drafted one for you. 
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Secondly, what we had to do -- and I think · 

wisely so -- in the New York City situation was to make 
New York, after a struggle of some six months, to pull 
itself up by its bootstraps. 

Now, they have taken certain actions to put 
a ceiling on future pay increases, to get revision in 
their pension contracts with their employees which were way 
out of line, to get some of the creditors to hold back 
and to make some modification on the interest payments 
that were to be made by the city for those security 
holders. 

They have taken some drastic action , including 
the State of New York putting more money up to help and 
assist them. They are go~ng to modify the no tuition 
situation for the city university. They have done a lot 
of things. 

The only problem they had after they had pµlled 
themselves up by their bootstraps was a cash flow problem> 
and I suspect some of you businessmen know alittle bit about 
the cash flow problem. We finally agreed - - and I think 
wisely so - - and let me tell you why -- that they do borrow 
from us on an interim basis with the agreement they would 
pay us l percent ··over what our borrowing cost would be . 

They borrowed money for the first two or three 
months. They have paid their first payment back and they 
have to pay everything back by June 30. They paid us back 
$270 million , and they paid us back $5 million in interest . 
So, it .is a good deal for the.. ·re.deral Government . They 
bailed themselves out . We are loaning them temporary 
money, and they are paying us interest on it , and Uncle Sam 
made $5 million . That is not a bad deal for us. 

QUESTION: Thank you. 

QUESTION : Mr. President, my question is simply 
this: You have a reputation for being an equitable person, 
and I would like to ask you if you agree that from an equity 
point of view labor unions should be subject to the same 
anti-trust laws as business, no more , no less1 

THE PRESIDENT: The proposition has been raised 
that the anti-trust law should be applicable to labor 
organizations. There is a great deal of controversy on it. 
There are many people in the business community who don ' t 
believe that is the right way to approach the situation. 

I personally feel that this whole matter ought to 
be reviewed in light of the expansion of a number of our 
labor organizations and the powers that they now seem to 
have in the economic field. 

MORE 
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I would hope that such a study and analysis on 
an updated basis would be undertaken both by the 
Executive Branch and the Congress. We can't just have 
the views of the past as we meet the problems of the 
future. But, it is not unanimous in the business 
community that that should be done. 

• 
\ 
\ 
\ 

So, we ought to get the best mind in both manage­
ment, as well as labor, and take a look at it from the 
point of view of the executive as well as the Congress. 

\ 
As long as I feel that way, I don't think I should prejudge 
the decision-making. But, I would like to remind the people 
here that I have strongly supported the Taft-Hartley Act . 
I have strongly supported those who would fight repeal. I 
strongly support the improvements that were made in 1958 
of the Landrum-Griffin bill~ 

So, my views are not any great sympathy for 
some of the things that I see done by major unions. I think 
we ought to take into cqpsideration the diversity of 
views even in the business conununity, and we will by.such 
an undertaking. 

QUESTION: Thank you. 

QUESTION: Mr. President, I understand that recently 
you wrote to Minority leader John Rhodes abjecting to the 
so-called parens patriae concept in antitrust legislation 
which would allow State Attorneys General to bring large, 
terribly damaging lawsuits on behalf of the residents in 
their States. 

You said that parens patriae was properly a 
matter for State legislatures rather than for Federal 
legislation. My question is, doyoustill hold that view? 

THE PRESIDENT: I strongly feel that the Federal 
Government should not turn over the prosecution respon­
sibilities to State Attorneys in 50 States. I think if 
there are violations of our antitrust laws, the prosecution 
ought to be undertaken by the Department of Justice. I 
don't think we should at the Federal level give this 
responsibility to a State official who can or cannot use 
it for his own political benefit. 

I think that the Federal Government ought to 
assume the responsibility and not turn such a major 
responsibility over to State officials. I think that is 
a wrong concept and what I said to Congressman John Rhodes 
I reiterate here today. 

MORE 
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