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TAX REDUCTION AND SIMPLIFICATION ACT OF 1977

May 6, 1977.—Ordered to be printed

Mr. ULLMAN, from the committee of conference, submitted the
following

CONFERENCE REPORT

[To accompany H.R. 3477]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (H.R. 3477) to
provide for a refund of 1976 individual income taxes and other pay-
ments, to reduce individual and business income taxes, and to pro-
vide tax simplification and reform, having met, after full and free
conference, have agreed to recommend and do recommend to their
respective Houses as follows:

hat the Senate recede from its amendments numbered 13, 14, 15,
17, 33, 35, 44, 45, 46, 47, 48, 51, 69, 70, 75, 77, 79, and 83.

That the House recede from its disagreement to the amendments of
the Senate numbered 1A, 2, 3, 6, 7, 8, 9, 10, 11, 12, 16, 18, 19, 21,
22, 24, 25, 26, 27, 28, 29, 30, 31, 32, 34, 36, 37, 39, 40, 41, 42, 43, 49,
5}(1), 52, 53, 54, 56, 56, 57, 59, 60, 61, 62, 63, 64, and 66; and agree to
the same.

Amendment numbered 1:

That the House recede from its disagreement to the amendment of
;hﬁ Senate numbered 1, and agree to the same with an amendment as
ollows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment, insert the following:

86-008 0—T77——1
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TITLE I—REDUCTION AND SIMPLIFICATION OF INDIVIDU 4
INCOME TAXES

Sec. 101. Ch::lgc in laz rales and taz tables to reflect permanent increase in standarg
uclion.
Sec. 102. C’::b e in definilion of tazable income lo reflect change in tax rates ., :

Sec. 103. Eztension of indwidual income tar reductions.
Sec. 104. Change in filing requirements.

Sec. 106. Withholding tazx.

Sec. 106. Effective dales.

TITLE II—REDUCTION IN BUSINESS TAXES

Sec. 201. Ezlension of certain corporale income tax reductions.
Sec. 202. New jcbs credit.

TITLE 1I11—PROVISIONS RELATING TO EFFECTIVE DATES .1\
OTHER PROVISIONS OF THE TAX REFORM ACT OF 1976

Sec. 301. g{eaive date of changes in the exclusion for sick pay.

Sec. 302. anges in lrealment of income earned abroad by U'niled States cili:. 4
living or residing abroad.

Sec. 303. Underpaymenls of estimaled lax.

Sec. 304. Underwithholding.

Sec. 305. Interest on underpayments of lazx.

Sec. 306. Use of residence as day care facility.

Sec. 307. Slate legislators’ travel expenses away from home.

Sec. 308. Treatment of inlangible drilling costs for purposes of the minimum (az.

Sec. 309. Transfers of partial inleresls in prcperty for conservalion purposes.

TITLE IV—MISCELLANEOUS PROVISIONS

Sec. 401. Authorization of addilional approprialions for the work incentive prograr.

Sec. 402. Rapid amortization of child care facililies.

Sec. 408. Election of former relirement income credil provistons for 1976.

Sec. 404. Postponement of effective date of changes made by the Tax Reform Act o

;976.in the mel of accounting for cerlain corporalions engage! in

arming.

Sec. 406. Withholding tax on certain lgambliug winnings.

Sec. 406. Termination of 1976 special payments to certain individuals.

Sec. 407. Pamnndt: to the governments of American Samoa, Guam, and the Virgia
s .

Sec. 408. Withholding of county income taz on Federal employees.

TITLE V—CERTAIN SOCIAL SECURITY ACT AMENDMENTX

Sec. 601. Clarification of garnishment provisions.

Sec. 602. Bonding of certain State or local employees; handling of cash receipts.
Sec. 603. Incentive payments to Stales and localsties.

Sec. 604. Annual report of the Secretary.

Sec. 606. Certain AFDC payments.

And the Senate agree to the same.

Amendment numbered 4:
That the House recede from its disagreement to the amendment of
the Senate numbered 4, and agree to the same with an amendment -

follows:
In lieu of the matter proposed to be inserted by the Senate amend-

ment insert the following:



«SECTION 1. TAX IMPOSED.
«(a) MarzrEp Inpivipuars FiLine Joint RETURNS AND SURVIVING
spovses.—There i Rer i:‘n‘fosed on the tazable income of—
“(1) every ied individual (as defined in section 148) who
makes & single return jointly with his spouse under section 6013,

nd
¢ “(2) mrymmnmz spouse (as defined in section £(a)),

o laz determined in nce with the following table:
«if the taxable income is: The tax is:

S o e o v $1,800.1. 227" 14 of the czcons over 88,800.

Ocer 84,200 but not over $5,200_.___ ____._ 8140: 0’61.'“ 169, of exzcess over
()rer 36,200 bul not over $6,200_ ... . . _. sss:g:go%{ua 169, of excess over
(Jrer $6,200 but nol over $7,200_____ _.____ 84:;2:’0;:71‘113 179 of excess over
(Jrer $7,200 but not over 811,200 ____.__. . Js.;g:w;(z)l'ua 199, of excess over
(iper 811,200 but not over $15,200_.____ . 81331810','05'1113 229, of ezxcess over
f)rer 815,200 but not over $19,£00.______ __ 85,’966:25)0.71118 259, of excess over
()rer $19,200 but not over $23,800______. .. 63,2160,, ozfus 289, of excess over
Over 323,200 but not over $27,8200.______ .. 8453‘8.,(3‘,90;1{14& 329, of ezcess over
Over 827,200 but not over $31,800____. .. .. 86,68670',205qu 36% of excess over
Orer $31,200 but not over $35,800_________ 87;30,0',’0 pfuc 39% of excess over
Orer 836,@0 but not over $39,200_._______ 88.’6;"6:50’,2051143 429, of excess over
Orer $39,200 but not over $43,800__ ... .. _. 810,840, plus 46, of excess over
Over $483,200 but not over $47,200_________ 81:.,’&3,003.1!1“ 48% of excess over
(Ocer $47,200 bul not over 865,200______. .. JI:fb:ééz:}:)lua 60%, of excess over
Ocer 855,200 but not over 367,200 _____ . __ smfség’oo ;';m 539, of ezcess over
Over $67,200 but not over 879,200 ____.__. 884,4;gboplua 66, of excess over
Orer $79,200 but not over $91,800_________ 831,080, plus 58% of ezcess over
Orer $91,200 but not over $103,200_ . __ __ as‘i;sféézz plus 60% of ezcess over
Orer $103,200 but not over $123,200___ .. __ aw,ltoa;o,z ojél.ua 62% of ezcess over
Over $123,200 but not over $143,800_______ 867,&836,’0 %lua 64% of ezcess over
Orer 8143,200 but nol over $163,200_______ 870,380’, piuc 66% of excess over
Orer $163,200 but not over $183,200..____ 883,686,2 plus 68% of ezcess over
Over 8183,200 bul not over $208,200_._____ 89:,1 108.’6,’01?!& 69% of excess over

Over $208,200 _ . ________ ... ___.______ $110,980, plus 709, of ezcess over
' 2203,200, o of
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. “(b) Hzaps or Hovsznorps.—TRere is hereby imposed on the tazabl,
individwal whe is the Aoad of a household (umnadm

income of every i
section 2(3)) a taz determined wn accordance with the following

“If the taxable income is: The tax is:

Ovor 38,900 ot not o007 G300 22777 M the ezcene over 88,800

Over $3,200 but not over 84,200 ... ... "ﬁ' ,&lm 18% of ezcess
Over 84,800 but not over $6,900___..__.___ 8300, plus 18% of ezcess

Over 86,200 but not over 88,800 ... _. m‘miﬁu 18% of excess

Over 38,900 bul not over $10,200_.______.. 81,040, plus 22% of ezcess
Over $10,200 but not over $12,200_________ 01;4?6(’):;31“ 239 of excess
Over $12,800 but not over $14,800____ ... _. 81,‘914.1?,’05:lm 25, of excess
Over 814,200 bul nol over $16,200_ . _____ um{’),”gm 279 of ercess
Over 316,200 but not over $18,200_._._._ .. 38,980, plus 28% of excess
Over 318,800 bul not over 320,800 _.___ ”',6:{62;’)?‘“ 31, of excess
Over 820,200 but not over $23,800_________ u,mb,”glu 32% of ezcess
Over $22,200 bul not over $84,800_._._____ 84,800, plus 35% of excess
Over $24,200 but not over $26,800_________ 86:{(56:;§iu 36% of excess
Over $26,200 but not over $28,800____.____ :e,‘z’%{)boazm 389 of ezcess
Over $28,300 but not over $30,200. ... _._. 88,‘%880',’0‘;;?“ 41% of excess
Over $30,900 but noi over $34,200_________ ”&as%?ba’;’f" 42% of excess
Over $34,200 but not over $38,900________._ ’9'8:‘38?308[“ 469, of excess
Over $38,900 but not over $40,200._.______ 8",8:0“,)0?&" 489, of excess
Over 840,200 but not over $42,900_________ “:"fgbo plus 61% of excess
Over 842,200 but not over $46,200_.____._. 81:,‘%% ;.;lua 629, of excess
Over $46,200 bul not over $52,800__._._ ... 815,840, plus 669, of excess
Over $58,200 bul not over $54,900__.______ ug;%:%o i.»lua 56% of excess
Over 354,900 but not over $66,800_________ “34’574,6260 ,.pm 58% of excess
Over $66,200 but not over $72,900.___. ... .. 8%7;”;,00?1&0 699, of excess
Over $78,200 but not over $78,800_________ wg,;?gbo ?lu 61% of excess
Over $78,800 but nof over $82,800_ .. _._._. 83:79890”010114: 68% of excess
Over 352,200 bul nol over $90,900_________ mmmplm 63% of ezcess
Over 390,900 but not over $108,900____ ____ 841,4?0”20?&: 64% of excess
Over $102,200 but nol over $198,200_______ 84.3,1190',’0161.u 66% of excess
Over $138,200 bul not over $142,800_______ aa:,ta’so',”%t.m 67% of excess
Over $148,900 but not over $162,200_______ 876,720, pius 68% of excess

$142,200.
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«(b) Hzans or Houszaorps.—There is hereby imposed on the tazabls
income of every individual who is the head of a household (as defined in
section 2(b)) @ taz determined in accordance with the following :

«If the taxuble income is: The tax is: )

Over $168,800 but nol over $188,900_ . ____. 883,,3!0, plus 609 of ezcess over
188,900 - ..o eeeens 3108,180, plus 70% of excess over

Ovr 818,800 815,800, ?

“(¢) Unmannizp INpIviDUaLS (OrEER THAN SUBVIVING SPOUSES
10 Hzaps or Hovsznoips).—There is hereby imposed on the tazable
income of every wndividual (other than a surviving spouse as defined in
uetion 2(a) or the head of a household as defined in section 2(b)) who is
nol a married individual (as defined in section 143) a taz determined in
aecordance with the following :

*if the taxable income is: The tax is:
Notover 88,000 . _ _______ .o .o .o.... No taz.
Over $2,200 but not over $8,700. ... _._._. 149, of the excess over $8,800.
Over 82,700 but nol over $3,800____. .. ___ $70, plus 16 %, of excess over $8,700.
Over 83,800 but not over $3,700.._______ . uggz' (ﬁm 16% of ezcess over
Over $3,700 but not over $4,800. ... .. 32885, plus 17, of ezcess over
Over $4,800 but not over $6,800._. ... ... aa%’, lus 19% of excess over
Over 36,800 bub not over $8,200__. ... :egg:, ’opél:ua 219 of exzcess over
Over 88,200 but not over $10,200. .. ... ... Jl,Isfg,oo?lua 24% of excess over
Over 310,800 but not over $18,200_.____.__ $1,690, plus 86, of ezcess over
Over 812,200 but not over $14,800. .. ___. u,o‘&,”g'm 27 of excess over
Over $14,200 but not over $16,800___ ... u;a:s:bﬁy 29% of excess over
Oner $16,800 but ot over $18,00...-.— . ”h’z‘é’ho’éf“ 319 of excess over
Over $18,800 but not over $20,800_ . ... cs,’sls;i,mzfm 349 of ezcess over
Over $80,200 bus wot over $88,800____.____ 84,’6;06.,05fm 86% of ezcess over
Over 322,200 but not over $24,200__.____.. ””ybogf“' $8% of exzcess over
Over 324,800 but not over $28,200. ... __. 35&946505{“ 40% of excess over
Over $28,800 bus not over $34,800____ ... 37,%65051'“ 459 of excess over
Over 834,200 but not over 340,800 ... ... 810,250, plus 50% of excess over
Over $40,200 dut not over $46,200._. . __ ... 81::’2‘50311-0 66% of ezcess over
Over 346,800 but not over 858,900 . _ . . . _ .. 313,59'0, plus 60% of ezcess over
Over $62,200 but nol over $68,200____ ___ ug,ax'éo’w;tm 68% of excess over
Over 862,200 but mot over $78,900_________ ngas'éo’bo;m 64% of esoess over
Over 878,900 but not over $88,200_ . _. .. ”"735%0’;'" 86% of ezooes sver
Over 888,800 but wot coer $98,800.. .. .. m,ségbo pius 68, of excess over
Over $99,200 but not over $108,200________ c%go’bfm 69% of ezcess over
over

Over $102,200. _ _________. . _________ 858,090, plus 70% of ezcess
$102,200
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‘“(d) Mazrizp INpIviDUALS FrLing Sxparars RErurNs.—Ther, ;,
tmposed on the tazable income of every married individual (g
defined in section 143) who does not make a single return jointly with ),
me section 6018 a tax determined in accordance with the follo.
ing :

“It the taxable income is: The tax is:

Notover 81,600._______________________ No taz.

Over 81,600 but nol over $8,100__.._______ 14% of the excess over $1,600.
Over $8,100 but not over $2,600.__._______._ 870, 16%, of excess over §2 1(x,
Over 82,600 but nol over 83,100 ... na;: oL 16% of excas me
Over 83,100 but not over $3,600_ . ________ 3825, plus 179 of ezcess e
Over 83,600 but not over 85,600_ ... ... __ mo:' plus 19% of ezcess e
Over 85,600 but nat over $7,6000. . ___._. cagz,’ wggm 229 of excess o
Over 87,600 but not over $9,600__. . ______ 81,1.’”. i»lu 25% of excess over
Over $9,600 but not aver $11,600. ... _. . u,séoabo;lu 28% of excess v
Over 811,600 but not over $13,600. . __ .. ”’;’f?’aosf"' 38 of excess o
Over 813,600 but not over $15,600.___._ . u,s'atzbosfu 389, of excess e
Over $16,800 but not over 817,600 .. ___. ”ff?bof;f" 39 of ezcess oo
Over 317,600 but not over $19,600. . __.___ “'31’?’ plue 48% of excess o
Over 819,600 but not over $81,600. _____ __ “5’17?&05{“ 45% of ezcess oo
Over 381,600 bul not over $33,600.______ __ w,‘o’m'bosfm 48% of ezcess o
Over 383,800 but not over $27,600.____ ____ 87,030, plus 60, of excess ore
Over $27,000 but not over $33,600...____.. $9,030, plus 53% of excess orr
Over $33,800 but not over $39,600_ . __ __ :1:,‘:71’3?0' us 56% of excess oo
Over 339,600 but not over 845,600 ________ 815,510, plus 68% of excess over
Over 345,600 bul not over $51,600.____ __ .. czg,&éo:zilu 60%, of ezcess over
Over $51,000 but not over $61,600_________ ”:Zsﬂ?gbo ?tu 629, of excess ower
Over $61,600 but not over $71,600_________ $88,790, plus 64% of ezcess over
Over 871,600 bul not over $81,600 .. ____ ”E:’:’goo ,:.m 66% of ezcess over
Over 331,600 but nol over $91,600______.__ w‘;fo plus 68% of ezcess o
Over 391,600 bul not over $101,600___ ____ %Jfgooplu 69% of exceas over
Over $101,600_ .. ____ _____________..___. Mg}%‘.’gﬂ 70% of excess over

And the Senate agree to the same.

Amendment numbered 5:

That the House recede from its disagreement to the amendment of
the Senate numbered 5, and agree to the same with the following
amendments:

Strike out the matter proposed to be stricken by the Senate amend-
ment; insert the matter proposed to be inserted by the Senate amend-
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ment; and on page 29, after line 17, of the House engrossed bill, insert
the followinfg"; et ; mv ) ;

“) gentence o] ection (b) of section 4% is amende

king out ‘“‘by this chapter” and inserting in lgt thereof the
f : by section 1, or the amount of the laz imposed in lieu
of the taz imposed by section 1,”

And the Senate agree to the same.

Amendment numbered 20:

That the House recede from its disagreement to the amendment of
the Senate numbered 20, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment, insert the following:

“(8) CERTAIN INDIVIDUALS TREATED A8 ELECTING TO ITEM-
128.—An individual who has an unused zero bracket amount (as
determined under subsection (e¢)(£)) shall be treated as having made
an election under this subsection for the tazable year.

And the Senate agree to the same.

Amendment numbered 23:

That the House recede from its disagreement to the amendment of
the Senate numbered 23, and agree to the same with an amendment as
follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment, insert the following: For purposes of subsection (c)—

““(A) the deduction provided by the preceding sentence shall be
in lieu of any itemized deductions ojptrhe tazpayer, and

““(B) such sentence shall not apply to an individual who
elects to ilemize deductions.”.

And the Senate agree to the same.

Amendment numbered 38:

That the House recede from its disagreement to the amendment of
;hﬁ Senate numbered 38, and agree to the same with an amendment as
ollows:

In lieu of inserting the matter glroposed to be inserted b& the Senate
smendment, on page 47 of the House engrossed bill strike out lines
12 and 13 and insert:

“(iv) an individual who has income (other than earned
income) of 8750 or more and who is described in section
63(e)(1)(D); or

And the Senate agree to the same.

Amendment numbered 58.

That the House recede from its disagreement to the amendment of
thef Sﬁanate numbered 58, and agree to the same with an amendment,
ss follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert, the following:

SEC. 202. NEW JOBS CREDIT.

(@) IN GewErar.—Su A of part 1V of subchapter A of chapter 1
{relating to credits all ) 18 amended by inserting after section 4{4A
the following new section:
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“SEC. ¢4B. CREDIT FOR EMPLOYMENT OF CERTAIN NEW EMPLOYRE;
“(a) Gzwzrar Rurs.—There shall be allowed as a credit against 1,
gztmpondbythicchaplerthemwﬂddmifwduudambpanbo_(

“5;" RxovLarions.—The Secretary shall prescribe such regulatior,
g”mybemmmrytomrrymummomojdsiama subpan

.(b) Rures ror Coupuring Crepir.—Part IV of subchapter 4
chapter 1 (relating to credits against taz) is amended by addgng at the
thereof the following new subpart:

“Subpart D—Rules for Computing Credit for Employment o
Certain New Employees

“8ec. §1. Amount of credil.
“Sec. 68. Special rules.
“Sec. 68. Limitation based on amount of taz.

“SEC. 51. AMOUNT OF CREDIT.

“(a) DETERMINATION oF AMOUNT.—The amount of the credit alloy-
able by section 44 B shall be—

(1) for a tazable year bcg:'nning in 1977, an amoun! equal to 5
percent of the ezcess of aggregate unemployment insuranc
wages pawd during 1977 over 10€ percent of the aggregate unemploy-
ment insurance wages paid during 1976, and

“(®) fora ta year beginning in 1978, an amount egqual to 5
percent of the excess of the aggregate unemployment insurance wage:
paid during 1978 over 102 percent of the aggregate unemployment
insurance wages paid during 1977.

“(b) Minimou PrEcEpiNG YEaAR Waors.—For purposes of deter-
mu;rq?’ngg thleosanwunt of ;Iwmcredit unde; 51w4bsection (a) with respect to 197}
or A percent o amount o aggregale unem t insur-
ance wages paid during the ecedingcalnu&ywrshall%mmmedwa
not less than 50 percent of the amount of such wages paid during 1977 or
1978, as the case may be.

“(c) Torar Waezs Musr INcrEasx.—The amount of the credit
allowable m section 44B for any tarable year shall not exceed the amount
which be determined for such year under subsection (a) (without
regard to subsection (b)) if—

“(1) the aggregale amounts taken into account as unemployment
insurance wages were determined without any dollar limitation, and

“(2) ‘105 percent’ were substituted for ‘102 percent’ in the appropr:-
ate ph of subsection (a).

“(d) 100,000 Pxr Yzar Lixirarion oN Creprr.—Ezxcept as pro-
vided in subsection (¢), the amount of the credit determined under this
subpart for any employer (and the amount of the credit allowable by section
%ﬂy tazpayer) with respect to any calendar year shall not exceed

“(e) ApprrroNar 10 PErcEnr CrepiT For VocaTioNaL RenaBILI-
TATION RErERRALS.—

(1) 4141'3 aznxxu..—-—& amoubnetg‘:f the crleg% allowablm SL'C ( dliy
section for any ta. inning in or -
m&wdwit{oﬂ;cogardwﬂtrﬁbsmim) shall be increased by an
amount to 10 percent unemployment insurance wages
pcidbymplovawmubndrehaﬁlmﬁpnrquukdudngﬂu
calendar year 1n which such tazable year begins.
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«(8) ONLY FIRST YEAR TAKEN INTO AccoUNT.—For purposes
of this subsection, unemployment insurance wages may be taken into
with respect to any individual—
llw“(A) only to the extent altrz:t”t‘al;‘k t}:erviuc rendc}‘ed duri%
1-year period beginning with Mis first payment o
the em after the beginning of such individual’s rehabilita-
tion plan,
“(B) only if such first payment occurs after December 31,1976.

“(8) ONLY FIRST 84,900 OF WAGES TAKEN INTO ACCOUNT FOR
ANY INDIVIDUAL.—For purposes ?‘ this subsection, the unemploy-
ment insurance wages paid during 1978 which are taken into account
with respect to any individual shall not exceed 84,200 reduced by the
amount of unem ingurance wages paid by the employer to
such indwidual during 1977.

“(4) $0-PERCENT LIMITATION.—The amount of the credit allow-
able by reason of this subsection for any tazable year shall not exceed
m-ﬁjth of the credit determined for such year under this section

: regard to this subsection and subsection (d).

“(fy Derinrrions.— For purposes of this subpart— .

“(IE UNEMPLOYMENT INSURANCE WAGESs.—Ezxcept as otherwise

rovided in this subpart, the term ‘umm?toyment ingurance wages’

the meaning given to the term ‘wages’ by section 3306(b), except
that, in the case of amounts paid during 1978, ‘84,200’ shall be substi-
tuted for ‘86,000 each place it appears in section $306(b).

“(8) AGrIcULTORAL LaBoR.—If the services performed by any
mmu for an employer during more than one-half of any pay
period (within the meaning of section 3306(d)) taken into account
with respect to any calendar year constitute agricultural labor (within
the meaning of section 3306 (k)), the term ‘unemp insurance
wages’ means, with respect to the remuneration paid by the employer
to such employee for such year, an amount equal to so much of such
remuneration as constitutes ‘wages’ within the meaning of section
8121(a), except that the contribution and benefit base for each
calendar year shall be deemed to be $4,200.

“(8) Rarrway raBor.—If more than one-half of the remunera-
tion paid by an employer to an cyloyu during the calendar year is
remuneration for service described in section 3306(c)(9), the term
‘unemployment insurance wages’ means, with respect to such em-
ployee for such year, an amount equal to % of so much of the re-
muneration paid to such employee during such year as is subject to
contributions under section 8(a) of the Railroad Unemployment
Insurance Act (46 U.S.C. 358(a)).

“(4) VocarionAL RERABILITATION REFERRAL.—The term ‘voca-
tional rehabilitation rchferral’ means any ndividual who—

. “1(;3 has a physical or mental disability which, for such
individual, conn:;itules or results in a substantial handicap to

em , a

‘(B) has been referred to the employer upon completion of
(or while receiving) rehabilitative services pursuant to—
“(7) an individualized written rehabilitation plan under
& State plan for vocational rehabilitation services approved
under the Rehabilitation Act of 1973, or
““(i1) a program of vocational rehabilitation carried out
under chapter 31 of title 38, United States Code.
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“(9) RuLzs ror ApprLicaTiON or Skcrion.—For purposes of thy
“(1) REMUNERATION MUST BE FOR TRADE OR BUSINESS EMPLoy.
MENT WITHIN UNITED 8T4728.—Remuneration paid by an employs
to an employee during any calendar year shall be taken into accoun
only if more than one-half of the remuneration so paid is for servicy
erformed in the United States in a trade or business of the employer.
‘(2) SPEcIAL RULE POR CERTAIN DETERMINATIONS.—Any
determination as to whether paragraph (1) of this subsection, o
ph (2) or (3) of subsection (f), applies with respect to any
employee for any r year shall be made without regard to sub.
sections (a) and (b) of section 52.
“SEC. 52. SPECIAL RULES.

“(a) ControLLED GRrOUP oF CorpPoraTIONS.—For purposes of thi
subpart, all employees of all corporations which are members of the same
controlled group of corporations shall be treated as employed by a singl
emploxer. In any such case, the credit (if any) allowabdle by section ;B
to each such member shall be its proportionate contribution to the increa
in unemployment insurance wages giving rise to such credit. For purposa
of thig subsection, the term ‘oontrolbﬁ group of corporations’ has the
meaning given Lo such term by section 1663(a), except that—

(1) ‘more than 50 percent’ shall be substuuted for ‘at least 8
percent’ each place it appears in section 1568(a)(1), and

“(8) the determination shall be made without regard to subsection
(a)(4) and (€)(3)(C) of section 1563. ‘

“(b) EmpLOYEES OF PARTNERSHIPS, PROPRIETORSHIPS, ETC., WhicH
Are Unpgr Coumon ConrTrROL.—For purposes of this subpart, unde
regulations prescribed by the Secretary—

“(1) all employees of trades or business (whether or not incor-

orated) which are under common control shall be treated as employed

a single employer, and

“(8) the credit (if any) allowable by section 44B with respect i
each trade or business 8Xall be its proportionate contribution to th
increase in unemployment insurance wages giving rise {o such credit.

The regulations ibed under this subsection shall be based on princ-
ples similar to the principles which apply in the case of subsection (a).

“(c) ApsusTMENTS For CerTAIN AcQuisitions, Erc—Under req-
lations ‘presaw'bed by the Secretary—

‘(1) Acqursirions.—If, after December 31, 1975, an employr
acquires the major portion of a trade or business of another person
(hereinafer in this paragraph referred to as the ‘predecessor’) or tk
magor portion of a separate unit of a trade or business of a predeces
sor, then, for purposes of applying this subpart for any calendar
year ending after such acquisition, the amount of unef.nplog:ml
immmmgesdcancdpaﬂbyﬂwanploycrdmperwda ¢fort
such ssition shall be increased by so much of wages paid by
the Mrapeawﬁeﬁiradbu&orbwinmuu

to the portion of such or business acquired by th

em .
g(z Disposirions.—If, after December 31, 1976—

“(A) an em; disposes of the major portion of any trade
or business of the employer or the major portion of a separat
unit of a trade or business of the em; in a transaction v
which paragraph (1) applies, and
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“(B) the employer furnishes the acquiring person such infor-
mation as 18 Jor the application ofp;ammph 1),
then, for purposes of a ing this subpart for any calendar year
ending after such disposition, the amount of unemployment sneurance
vages deemed paid by the employer during pers before such dispo-
sition shall be decreased by so much of wages as 18 altribula
to such trade or business or separate unit.

«(d) Tax-Exsupr OreaN1sarions.—No credit shall be allowed
under section 44B to any organization (other than a cooperative described
i section 521) which is exempt from income tax under this chapter.

“(¢) CHANGE IN STaTUS FROM SELF-EMPLOYED TO EMPLOYRE.—If—

“(1) during 1976 or 1977 an individual has net earnings from
self-employment (as defined in section 140£(a)) which are attributable
I e o Bt e sucoeeding oalendar A individual

‘“(8) for any portion o ing year such indin
is an employee of such trade or business,

then, for purpose:u:{ determining the credit allowable for a tazable
yar beginning in succeeding calendar year, the employer’s aggregate
nem gym.mt insurance wages for 1976 or 1977, as the case may be,
whall be increased by an amount equal to 8o much of the net earnings refer-
red to in paragraph (1) as does not exceed $4,200.

“(fy Suscuarrer S Corporarions.—In the case of an electing small
business corporation (as defined in section 1871)—

“(1) the amount of the credit determined under this subpart for
any tazable year shall be apportioned pro rata among the persons
who are shareholders of corporation on the last day of such
tazable year, and

“(8) any person to whom an amount 18 apportioned under para-
gragh (1) shall be allowed, subject to section 53, a credit under section
4B for such amount.

“(9) EsraTrs aND TrRUSTS.—In the case of an estate or trust—

“(1) the amount of the credit determined under this subpart for
any tazable year shall be apportioned between the estate or trust and
the beneficiaries on the basis of the income of the estate or trust
allocable to each,

‘“(8) any beneficiary to whom any amount has been epportioned
under paragraph (1) shall be allowed, subject to section 68, a credit
under section 44B for such amount, and

“(3) the $100, amount apeecjﬁcd in section 51(d) applicable
to such estate or trust shall be reduced to an amount which bears
the same ratio to $100,000 as the portion of the credit allocable to
the estate or trust under paragraph (1) bears to the entire amount of
such credit.

“(h) Liurrarions Wire Respecr 1o CeRTAIN PRRsons.—Under
requlations prescribed by the Secretary, in the case of—

“(I) an organization to which section 593 (relating to reserves
for losses on loans) applies,

“(2) a regulated investment company or a real estale invesiment
tg‘ux;t m:gdect to tazation under wbchﬁpter M (section 851 and follow-
ing), @

“S)a comemﬁw organization described in section 1381(a),

rules similar to the rules provided in section 46(e) shall apply in deter-
mining the amount of the credit under this subpart.
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“(¢) 860,000 Lixirarion ixn taz Casx or MarriED INDIVIDD,y,
F1oine Szparate Rarurns.—In the case of a Ausband or wife wi,
Jiles a separate return, the limitation under section 61(d) shall be $50 oy,
in lieu of $100,000. This subsection shall not apply +f the spouse of 1k,
mayerhaanpmmmmalmdcorbusinmjorﬂw year of

spouse which ends within or with the tazpayer’s tazable year. i

“(3) Cerrain SHorT TaxanLz Yzars.—If the employer has mor,
than one tazable year beginning in 1977 or 1978, the credit under thy,
subpart shall be determined for the employer's last tazable year beginning
in 1977 or 1978, as the case may be.

“SEC. 53. LIMITATION BASED ON AMOUNT OF TAX,

‘(@) Gevzrar Rorz.—Notwithstanding section 61, the amount o
the credit allowed by section 44B for the tazable year shall not exceed the
amount of the tax c::?oud by this chapter for tazable year, reduc:d
by the sum of the us allowable under—

‘(1) section 33 (relating to foreign taz credit),
“(2) section 87 (relating to credut for the elderly),
““(3) section 38 (relating to investment in certain deprecighle

property),
““(4) section 40 (relating to expenses of work incentive programs),
‘(6) section 41 (relating to contributions to mndidamp;or pubh)(

office),
“‘(6) section 42 (relating to gsneral taz credit), and
“(7) section 44A (relating to expenses for household and dependen;
care services necessary for gainful employment).
For purposes of this subsection, any tax tmposed for the tazable year
by section 56 (relating to minitmum tax for tax preferences), section
78(m) (5)(B) (relating to 10 percent tax on premature distributions t
owner-employees), section 408(f) (relating to additional taz on income
from certain retirement accounts), section 402(e) (relating to taz on
lump-sum distributions), section 5631 (relating to accumulated earnings
tax), section 541 (relating to personal holding company taz), or section
1878 (relating to tax on certain capital gains of subchapter S corpors-
tions), and anhaddiﬁonal taz imposed for the tazable year by section
1851(d)(1) (relating to recoveries of foresgn ezpropriation losses), shall
not be considered tax imposed by this chapter for such year.
“(b) SpeciaL Rure ror Pass-Turu or Crepir.—In the case of ¢

mr ina chg, a beneﬁcuuz of an estate or trust, and a share-

ina pler momti«m, limitation provided by subsection

(a) for the tam::h year not exceed :ul;hmm b;(epf:h y computed

1A respect lo person’s interest in entity ing an amoun!
which bears the same relationship to such limitation as—

“(1) that portion of the person’s tazable income which is allocabl:
or a Y to the person's interest in such entity, bears lo

“(2 Wmm’awmbﬂinwmejornwhmrredwdbyhﬁwo
bracket amount (determined under section 63(d)), if any.

“(¢c) CarryBAcK AND Carryover or Unvsep CREDIT.—

“(1) Arzowance or crxprr.—If the amount of the credit de
termined under section 51 for any tazable year ezceeds the limitation
provided by subsection (a) for such tazable year (hereinafter in this
anmdtoalhc ‘unused credit year’), such ezcess shall

“(A) a new em: eredit carryback to cach of the 8 tazable
years preceding the unused credit year, and /



13

‘“(B) a new employee credit carryover to each of the 7 tazable
years following the unused credit year,

and shall be added to the amount allowable as a credit by section 44 B
for such years. If any portion of such excess is a carryback to a
tazable year beginning before Jan 1, 1977, section 44B shall be
deemed to have been 1n effect for such tarable ;{ear Jor purposes of
allowing such carryback as a credit under such section. The entire
amoundt of the unused credit for an unused credit year shall be carried
to the earliest of the 10 tarable years to which (by reason of sub-
paragraphs (A) and (B)) such credit may be carried, and then to
each of the other 9 tarable years to the extent that, because of the

limitation contained in ph (2), such unused credit may not be
added for a prior tarable year to which such unused credit may be
carried.

‘“(2) Limirarion.—The amount of the unused credit which may
be added under paragraph (1) for any preceding or succeeding
taxable year s not exceed the amount by which the limitation
provided by subsection (a) for such tazable year exceeds the sum of—

“(A)ndtlw credit allowable under section 44B for such tarable
year, @

“(B) the amounts which, by reason of this subsection, are
added to the amount allowable for such tarable year and which
are attributable to tazable years preceding the unused credit
year.”

(¢) DepuctioN FOR W4aeEs Paip REDUCED By AMOUNT oF CREDIT.—

(1) IN geneEraL.—Part I1X of subchapter B of chapter 1 (relating
to items not deductible) 18 amended by adding at the end thereof the
follouing new section:

“SEC. 280C. PORTION OF WAGES FOR WHICH CREDIT IS CLAIMED
UNDER SECTION d4B.

“No deduction shall be allowed for that portion of the wages or salaries
paid or incurred for the taxable year which 18 equal to the amount of the
credit allowable for the taxable year under section 44B (relating to credit
for em ployment of certain new employees) determined without regard to the
proviswons of section 53 (relating to limitation based on amount of tax).
In the case of a corporation which 18 @ member of a controlled group of
corporations (within the meaning of section 62(a)) or a trade or business
which is treated as being under common control with other trades or busi-
nesses (within the meaning a/esection 62(b)), this section shall be applied
under rules prescribed Secretary simiar to the rules applicable
under subsections (a) and (b) of section 52.”.

(2) CLericaL aMENDMENT.—The table of sections for such part
18 amended by adding at the end thereof the following new item.
“Sec. 280C. PcﬂiBor'l, of wages for which credil is clatmed under section
(d) TecaNicaL axD CONFORMING AMENDMENTS.—
(1) CLERICAL AMENDMENTS.—

(A) The table of sections for subpart A of part IV of sub-
chapter A of chapter 1 18 amended by inserting after the item
relating to section }4A the following new item:

“Sec. 44B. Credst for employment of certain new employees.”

(B) The table of subparts for part IV of subchapter A of
chapter 1 18 ame by adding at the end tﬁireof the folowing
new vem:
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“Subpart D. Rules for computing credit for employment of certain ney
employees.”’

(2) MiNiMUM Tax.—
(A) Section 56(c) (deﬁnmg remdar taz deduction) is amended
atnkz out ‘a ﬁaragmph (), by atriking

at the cnd o (8) and maert I
mmof? and", and by m the end "}"O&L‘u:f.;

‘1"(1.2, m;tum 44% (relating to credit for employmem of certain ney
employees,
B) Subparagraph (A) of section 56(e)(1) (relating to ta;
carryover for timber) is amended— i
() ctnltmg out “and’” at the end of clause (i1),
(%) out ‘“‘exceed” at the end of clause (iij
and msertmg in lieu thereof “‘and’’, and
(m) by inserting after clause (m) the following nev

“(w) section 44B (relating to credit for employment of
certain new employees), exceed”’.

(8) CORPORATE REORGANIZATIONS.—

(A) Subsection (c) of section 381 (relating to items of the
distrbutor or transferor corporation) 18 amended by adding a
the end thereof the following new paragraph:

“(26) CrEDIT UNDER SECTION 44B FOR EMPLOYMENT OF CERTAIN
nEw EMPLOYEES.—The acquiring corporation shall take into
account (to the extent proper lo carry out the purposes of this section
and section 44B, and under such re, ions as may be prescribed
by the Secretary) the items required to be taken into account for
purposes of section 4B in respect oj the distributor or transferor
corporation.”

(B) Section 388 (relating to special limitations on unused
investment credits, work incentive program credits, foreign tares,
and capital losses), as in epect for tazable years éegmmng aﬂer
June 30, 1978, is am

1) by mscrtmg “to any unused new employee credit of

tha oorromtum under section 653(c),” after “‘section
50A(),”; and

(3s) by atriking out “WORK INCENTIVE PROGRAM
CREDITS,” in section heading and inserting in lieu
thereof “WORK INCENTIVE PROGRAM CREDITS, NEW
EMPLOYEE CREDITS,”.

C) Saction383 (as in effect on the day before the date of the
enactment of the Tax Reform Act of 1976) is amended—

(i) ingerting “‘lo any unused new employee credi!
of the which could otherwise be carried forward
under section 53(c),” after “section 60A()),”; and

(#) by striking oul “WORK INCENTIVE PROGRAM
CREDITS.” in the section heading and inserting in lieu
thereof “ WORK INCENTIVE PROGRAM CREDITS, NEW
EMPLOYEE CREDITS,

(D) The table of sections for padVofcubchaptch’ojdmp—
ter 1 18 by out “‘work incentive program
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eredits,” in the ilem relating to section 388 and inserting in
lieu thereof “‘work incentive program credits, new employee
credits,”’.
(4) STATUTES OF LIMITATION AND INTEREST RELATING TO NEW
ENPLOYER CEEDIT CARRYBACK.—

(A) Ass235MENT AND cOLLECTION . —Section 6601 (relating
to limitations on assessment and collection) 18 amended by adding
at the end thereof the following new subsection:

“(p) Nsw Eurrovex Crepir CarryBacxs.—In the case ?f a
deficrency attributable to the application to the taxpayer of a new employee
credit carryback (including iencies which may be assessed pursuant
to the promsions of section 6213(b)(3)), such deficiency may be assessed
at any time before the expiration of the period within whick a enc
for the tazxable year of the unused new employee credit which results in
such carryback may be assessed, or, with respect to any portion of a new
employee credit carryback from a tazable year attribu to a net oper-
ating loss carryback, an investment credit carryback, a work incentive
program credit carryback, or a capital loss back from a subsequent
tarable year, at any time before the expiration o; the period within which
a deficiency for such subsequent tazable year may be assessed.”

(B) Crepir or rxrunp.—Seciion 6511(d) (relating to
limitations on credit or refund) 18 amended by adding at the
end thereof the follounng new paragraph:

“(9) SPECIAL PERIOD OF LIMITATION WITH RESPECT TO NEW
EMPLOYEE CREDIT CARRYBACKS.—
‘“(A) Periop or riuirarions.—If the claim for credd or

refund relates to an overpayment ) lo a new employee
credit carryback, in lieu of the 3-year period of lim%n
prescribed in subsection (a), the iod shall be that period

which ends with the expiration of the 16th day of the 40th
month (or 39th month, 1n the case of a corporation) following
the end of the tazable year of the unused new employee credat
which results in such carryback (or, with respect to any portion
of a new employee credit carryback from a tazable year atirib-
ulable to a net oiaaﬁng loss carryback, an investment credit
carryback, a work incentive program credit carryback, or a
capilal loss carryback from a subsequent tazable year, the period
shall be that period which ends uwnth the expiration of the 16th
day of the month, or 39th month, in the case of a corporation
]folyomngt{wendofmchtambkww) orthepcriodprsscribeé
in subsection (c) in respect of such tazable year, whichever
ezpires later. In the case of such a claim, the amount of the
credit or refund may exceed the ion of the taz paid within the
period provided in subsection (b)(#) or (c), whic 18 appli-
%toﬂw extent of the amount of the overpayment attributable
{o .

‘;gi)ndArmw;nu xo‘ua.«»;lf the allowance of a credit
or refu an overpayment of laz aitributgble to a new em-
ployee crcd‘g 18 otherwise prevented by the on
of any law or of law other than section 71£2, ing to
compromises, such credit or refund may be allowed or made, if
clasm therefor is filed within the period provided in subpara-
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graph (A) of this paragraph. In the case of any such clain
for credit or refund, the determination by any court, in.
cluding the Taz Court, in any proceeding in which the decisior
of the court has become final shall not be conclusive with respect
to the new employee credit, and the effect of such credit, to the
extent that such credit is affected by a carryback which was
not in issue in such proceeding.”
Loty i e o veduees vy tarrybask o adgustmans
ng to income laz or nt for
cer!a‘inunu«ddedwiom)iamnddbyaddingaﬁecjnd
thereof the following new paragraph:

“(6) New EMPLOYRE CREDIT cARRYPACK.—If the credit allowed
by section 44B for any tazable year is increased by reason of a nev
employee credit carryback, such increase shall not affect the compu-
tation of interest under this section for the period ending with the
last day of the tazable year in which the new employee credit carry-
back arises, or, with r to any portion of a new employee cr’:r?iz
carryback from a ta year aitributable to a net operating loss
carryback, an investment credit carryback, a work incentive program
credit carryback, or a capital loss carryback from a eqient
taxable year, such increase shall not affect the computation of interes!
under this section for the period ending with the last day of such
subsequent tazable year.”

(D) InrerEsT ON OvERPAYMENTS.—Section 6611(f) (re-
lating to refund of income taz caused by carryback or adjust-
ment for certain unused deductions) is ame;Zd by adding at
the end thereof the following new paragraph:

“(5) Nzw EMPLOYER CREDIT CARRYBACK.—For purposes of
subsection (a), if any overpayment of taz imposed by subtitle A
results from a new employee credit carryback, such overpayment
shall be deemed not to have been made before the close of the tazable
year in which such new employee credit carryback arises, or, with
respect to any portion ol a new employee credit carryback from
a tazable year ! to a net operating loss carryback, an
investment credit carryback, a work incentive program credit carry-
back, or a capital loss carryback from a subsequent tazable year,
such overpayment shall be deemed not to have been made before
the close of such subsequent tazable year.”

(5) TENTATIVE CARRYBACK ADJUSTMENTS.—

(ALkAppucnwn roR ijqsrxxxr.—SedeGgi 1 (rdating
to qut in respect of teniative [fustments
. “% ed vork

4, iking out “‘or unused work incentive program
credit” each place it appears in such section and in-
serting in lieu thereof “‘unused work incentive program
credit, or unused new employee credit”,

(45) by inserting after “section 50A(b),” in the first
sentence of subsection (a) ‘“‘by a new employee credit carry-

; W in sechion 63(4:),"‘;
1 M&g ing out ‘“‘or a work incentive program carry-
badtctfrom" n second sentence of mbspe;twn (@) and
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inserting in lieu thereof *, a work incentive program
, or & new employee credit carryback from’, and

(tv) by etriking owt “investment credit carryback)” in
the second sentence of subsection (a) and inserting in lieu
thereof ‘‘investment credit , or, in the case of a
new employee credit , to an investment credit
aur? or a work incentive program carryback)’.

(B) TENTATIVE CARRYBACK ADJUSTMENT ASSKSSMENT
pariop.—Section 6501(m) (relating to tentative carryback
: assessment period) 18 amended—

(3) by striking out ‘‘or a work incentive program carry-
back” and inserting in lieu thereof “‘a work incentive
p;?ram carryback, or a new employee credit carryback”,
a

(i) by striking out “‘(7), or (0)" each it appears
and inserting in lieu thereof ‘(5), (o), or (p)”.

(6) Dxsrgnarion or n;cox: TAXY PAYMENT.— ecttgn 6098&2
(relating to designation of income tax payments lo President
Election Campaign Fund) 1s amended b strm out “and 44A" and
tngerting in lieu thereof ‘44 A, and 44B".

(¢) Errzcrive Dare.—The amendments made by this section shall
apply to tazable years beginning after December 31, 1978, and to credit
carrybacks such years.

And the Senate agree to the same.

Amendment numbered 65:

That the House recede from its disagreement to the amendment of
thﬁ Senate numbered 65, and agree to the same with an amendment as
follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment, insert the following:

SEC. 308, USE OF RESIDENCE AS DAY CARE FACILITY.

(8) IN GeNnErAL.—Subsection (c) of section 280A (relating to excep-
tiacn: jor) certain bwifia;a or rental use; limita'iitzz) on deductwnz or
such use) is amended by redesignating paragra as paragr )
and by inserting after paragraph (8) the jollom‘?ag new papr:gmpz?

“(4) USE IN PROVIDING DAY CARE BERVICES.—

“(A) In oEnzrar.—Subsection (a) shall not apply to
any ttem to the extent that such item is allocable to the use of
any portion of the dwelling unit on a regular basis in the taz-
payer’s trade or business of providing day care for children, for
individuals who have aitained age 65, or for individuals who
are physically or mentally incapable of caring for themselves.

“fB Licsnsing, zre., quvmxxmvr.-»—’gubpamgmph (A4)

challepplytoummingforapcriodonly@fmowmor
?ﬁe)rator of the trade or business referred to wn subparagraph
“(v) has applied for (and such application has not been

““(i3) has been granted (and such granting has not been
revoked), or granting
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_ '(1is) 18 exempt from having,

a license, certification, registration, or approval a2 a day car
center or as a family or group day care home under the T
of any applicable State law. This subparagraph shall appl,
only to ilems accruing in pe beginning on or after 1
first day of the first month which begins more than 90 days after
the date of the enaciment of the Taz Reduction and Simplifica-
tion Act of 1977.

(4 ArI0N poRMULA.—If a portion of the tazpayer '
dwelling unit used for the purposes described in subparagrapi
(A) 1is not used exclusively for those purposes, the amount of the
ezfemes attributable to that portion shall not ezceed an amoun
which bears the same ratio to the total amount of the items allo-
cable to such portion as the number of hours the portion
used for such purposes bears to the nu of hours the poriio,
12 avaiable for use.”

() Cownrorming AmxNpuENT—Paragraph (6) of section 280.1ic
of such Code (as redesignated by subsection (a)) 18 amended by strikin
c()}c)t ‘(‘glmgr&h (1) or (£)" and inserting in lieu thereof "pa.ragrapg

. , or "

(¢) Errecrive Dars.—The amendments made thia section shall
apply to tazable years deginning after December 81, 1975.

And the Senate agree to the same.

Amendment numbered 67:

That the House recede from its disagresment to the amendment
of the Senate numbered 67, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senste amend-
ment, insert the following:

SEC. 308. TREATMENT OF INTANGIBLE DRILLING COSTS FOR PUR-

POSES OF THE MINIMUM TAX.

() IN GENErar.—Paragraph (11) of section 67(a) (relating to
minimum taz) 18 amended to read as follows:
“(11) INTANGIBLE DRILLING COSTS.—

“(A) 1n aanEraL.—With respect to all o1l and gas properties
of the tazpayer, the amount (if any) by which the amount of the
ezcess intangible drilling costs arising in the tazable year u

than the amount of the net income of the taxpayer from

oil and gas properties for the tazable year.

“(B) ExcEss INTANGIBLE DRILLING cosTs.—For purpose
of subparagraph (A), the amount of the ezcess inlangible dnrilling
costs arising n the tazable year 18 the excess of—

“(1) the intangible drilling and cosls
described in section 263(c) pa:'?or incurred in connection
with oil and gas wells (other than costs incurred in drilling
Zmoducﬁwwdl)aﬂombkuﬂdert}&ischapmjort}u

year, over
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“(i1) the amount which would have been allowable for
the taxable year if such costs had been capitalized and
straight line recovery of intangibles (as defined in subsection

d)) had been used wnth respect to such costs.
“(C) Nzt wgucox: rzox o.-tir;s’e AND @48 pmxan.—ﬁ'or
purposes of subparagraph (A), the amount of the net income o
thctazpayerfromodandgaspropertiaforthetambkymi{

“(i) the aggregate amount of gross income (within the
meaning of section 613(a)) from all oil and gas pr;pem'zs of
the tazpayer received or accrued by the tazpayer during the
tazable year, over

“(11) the amount of any deductions allocable to such
properties reduced by the excess described in subparagraph
(B) for such tazable year.”

(b) Errecrive Dars.—The amendment made by subsection (a)
shall apﬁy with respect to tazable years beginning after December 31,
1976, and before January 1, 1978.

And the Senate agree to the same.

Amendment numbered 68:
That the House recede from its disagreement to the amendment
of the Senate numbered 68, and agree to the same with an amendment

as follows:
In lieu of the matter proposed to be inserted by the Senate amend-

ment, insert the following:
SEC. 309. TRANSFERS OF PARTIAL INTERESTS IN PROPERTY FOR CON-
SERVATION PURPOSES.

(@) In Generar.—Clause (i12) of section 170(f)(3)(B) (relating to
ezceptions from denial of deduction in case of certain contributions of
partial interests in property) is amended to read as follows:

“(111) a lease on, option to purchase, or easement with
respect to real property granud in perpetuity to an organi-
zation described 1n subsection (b)(1)(A) ezclusively for
congervation purposes, or’’.

(b) Errecrive DaTzs.—

(1) The amendment made subsection (a) shall apply with
respect to contributions or transfers made after June 13, 1977, and
before June 14, 1981.

(2) Paragraph (4) of section 2124(e) of the Tax Reform Act of
1976 iz amended by striking out “June 14, 1977 and inserting
in lieu thereof “‘June 14, 1981".

And the Senate agree to the same.

Amendment numbered 71:

That the House recede from its disagreement to the amendment of
thef Snenste numbered 71, and agree to the same with an amendment
as follows:

In lisu of the matter proposed to be inserted by the Senate amend-
ment, insert the following:




TITLE IV—MISCELLANEOUS PROVISIONS

And the Senate agree to the same.

Amendment numbered 72:

That the House recede from its disagreement to the amendment
of the Senate numbered 72, and agree to the same with an amendment
as follows:

On page 53, line 7, of the Senate engrossed amendments, strike oyt
““S8EC. 501’ and insert the following: SEC. 401

And the Senate agree to the same.

Amendment numbered 73:

That the House recede from its disagreement to the amendment
of the Senate numbered 73, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment, insert the following:

SEC. 402. RAPID AMORTIZATION OF CHILD CARE FACILITIES.

(a) RariD AMORTIZATION OF CHILD CARE FaCILITIRS —

(1) Subsection (c) of section 188 (relating to application of section
188) is amended by striking out “January 1, 1977 and inserting
in lieu thereof “January 1, 1982".

(2) Subsection (b) of section 188 (relating to definition of section
188 property) 1s amended by striking out “‘as a faculity for on-the-job
training of employees (or prospective employees) of the tazpayer, or’ .

6)) caption of section 188 18 amended by siriking out
“ON-THE-JOB TRAINING AND".

(4) The table of sections for part VI of subchapter B of chapter |
18 amended by striking out the 1lem relating to section 188 and insert-
ing in lieu thereof the following new item:

‘““Sec. 188. Amortization of certain ezpendilures for child care facilities."

(6) The caption of paragraph (10) of section 57(a) (relating to
iems of tax greference) 8 argended by striking out ‘“‘oN-THE-JOB
TRAINING AND”.

() Errective Date.—The amendments made by subsection (a)
shall apply with respect to expenditures made after December 31, 1976.

And the Senate agree to the same.

Amendment numbered 74 :

That the House recede from its disagreement to the amendment of
the Senate numbered 74, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment, insert the following:

SEC. 403. ELECTION OF FORMER RETIREMENT INCOME CREDIT PRO-
VISIONS FOR 1976.

A tazpayer may elect (at such time and in such manner as the Secretary
of the gg‘:asury or his delegate shall prescribe) to determine the amount
of hs credit under section 37 of the Internal Revenue Code of 1964 for
his first tazable year beginning in 1976 under the provisions of such
secton as they existed before the amendment made by section 603 of the
Taz Reform Act of 1976.

(20)
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And the Senate agree to the same.

Amendment numbered 76:

That the House recede from its disagreement to the amendment of
the Senate numbered 76, and agree to the same with an amendment as
follows: .
oon page 57, line 16, of the Senate engrossed amendments, strike
out “SEC. 505"’ and insert the following: SEC. ¢0¢

And the Senate agree to the same.

Amendment numbered 78:

That the House recede from its dis ment to the amendment of
the Senate numbered 78, and agree to the same with an amendment as
follows:

On page 62, line 22, of the Senate engrossed amendments, strike out
+gEC. 507"’ and insert the following: SEC. 05

And the Senate agree to the same.

Amendment numbered 80:

That the House recede from its di ment to the amendment of
the Senate numbered 80, and agree to the same with an amendment as
follows:

On page 64, line 18, of the Senate engrossed amendments, strike out
“gEC. 509"’ and insert the following: SEC. 06

And the Senate agree to the same.

Amendment numbered 81:

That the House recede from its disagreement to the amendment of
the Senate numbered 81, and agree to the same with an amendment as
follows:

On page 65, line 2, of the Senate engrossed amendments, strike out
“SEC. 510" and insert the following: SEC. 407

And the Senate agree to the same.

Amendment numbered 82:

That the House recede from its disagreement to the amendment
of the Senate numbered 82, and agree to the same with an amendment
as follows:

On page 65, line 21, of the Senate engrossed amendments, strike out
“SEC. 511" and insert the following: SEC. 408

And the Senate agree to the same.

Amendment numbered 84:

That the House recede from its disagreement to the amendment of
}hﬁ Senate numbered 84, and agree to the same with amendments as
ollows:

On e 67, line 14, of the Senate engrossed amendments, strike
out “TITLE VI” and insert the following: TITLEV |

On page 67, line 16 of the Senate engrossed amendments, strike
out ‘‘SEC. 601"’ and insert the following: SEC. 501

On R’age 71, line 24, of the Senate engrossed amendments, insert
after “brought,” the following: and

l(l)n page 72, line 3, of the Senate engrossed amendments, strike out
“that”’.

On page 72, line 10, of the Senate engrossed amendments, strike
out “GGovernment, or”’ and insert the following: Government,
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On page 75 of the Senate engrossed amendments, beginning ;;
line 3, stnke out *, when used in the context of section 459,”.

On gage 76, line 5, of the Senate engrossed amendments, strike oyt
‘“benefits (as defined” and insert the following: benefits (including o
periodic benefit as defined

On page 77 of the Senate engrossed amendments, strike out th:
period at the end of line 23 and insert a comma.

On page 78, line 3, of the Senate engrossed amendments, strike oyt
“and’’ and insert the following: or

On page 79, line 1, of the Senate engrossed amendments, strike out
‘““disposal”’ and insert the following: dwsposable

On page 79, line 23, of the Senate engrossed amendments, inser:
after ‘‘and” the following: which

On page 80, line 9, of the Senate engrossed amendments, strike
out ““SEC. 602"’ and insert the following: SEC. 502

On page 81, line 11, of the Senate engrossed amendments, strik«
out ““SEC. 603"’ and insert the following: SEC. 503

On page 82, line 1, of the Senate engrossed amendments, strike ut
““SEC. 604’’ and insert the following: SEC. 504

On page 82 of the Senate engrossed amendments, strike out lines 19
through 22 and insert the following:

“(C) the number of chﬂg supg:rt cases in each State during
each quarter of the fiscal year last ending before the report i.
submutted and during each quarter of the preceding fiscal year
(including the transitional period beginning July 1, 1976, and
ending September 30, 1976, in the case of the first report (.
which this subparagraph applies), and the disposition of
such cases;

On page 83, line 15, of the Senate engrossed amendments, strike out
““(26) (B) (ii) ; and”’ and insert the following: (26)(B)(11));

On page 84, line 22, of the Senate engrossed amendments, strike
out ‘“‘SEC. 605"’ and insert the following: SEC. 505

On page 85, line 12, of the Senate engrossed amendments, beforc
the period insert the following: of such Act

And the Senate agree to the same.

Amendment numbered 85:

That the amendment of the Senate numbered 85 is reported in
dis ment.

That the House recede from its disagreement to the amendment of
the Senate to the title, and agree to the same.

AL ULLMmAN,

JAMEsS A. BUrke,

DaN ROSTENKOWSKI,
CHARLEsS VANIK,

OMAR BURLESON,
BarBER B. CoNABLE, Jr.,

JoHN J. DuNcan,
Managers on the Part of the House.

RusseLL Lonag,
HERMAN TALMADGE,
ABraHAM RIBICOFF,
Harry F. Bynp, Jr.,
Lroyp BENTSEN,
Froyp K. HASkELL,
Managers on the Part of the Senate.



JOINT EXPLANATORY STATEMENT OF THE COMMITTEE
OF CONFERENCE

The managers on the part of the House and the Senate at the
conference on the disagreei.nivot.es of the two houses on the amend-
ments of the Senate to the bill (H.R. 3477) to amend the Internal
Revenue Code of 1954 to provide for a refund of 1976 individual
income taxes and other payments, to reduce individual and business
income taxes, to provide tax simpiiﬁcation and reform, and for other

urposes, submit the following joint statement to the House and the
Senate in explanation of the effect of the action (other than action of
a merely te:lrl)nical, clerical, or conforming nature) agreed upon by the

managers and recommended in the accompanying conference report:

REFUND OF 1976 INDIVIDUAL INCOME TAXES
(Senate amendment numbered 1A)

House bill.—The House bill provides a refund of 1976 individual
income taxes equal to $50 for each taxpayer and dependent, phased
out between income levels of $25,000 and $30,000. The refund is limited
to tax liability, excegt in the case of recipients of the earned income
credit and certain others who would be eligible for that credit but for
the income phaseout of that credit.

Senate amendment.—The Senate amendment deletes the House
provision.

Conference agreement.—The conference agreement omits this
provision of the House bill.

SPECIAL PAYMENTS
(Senate amendment numbered 1A)

House bill.—The House bill provides $50 payments to recipients of
benefits under social security, supplemental security income (SSI%,
railroad retirement, black lung programs, State-supplemented SSI,
aid to families with dependent children (AFDC), and Veterans’
Administration pensions and compensation. It prohibits double
payments to beneficiaries of more than one of these programs and
payments to beneficiaries of the programs other than DC who
also receive a tax refund.

Senate amendment.—The Senate amendment deletes the House
provision.

_Conference agreement.—The conference agreement omits this pro-
vision of the House bill.

(28)
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STANDARD DEDUCTION AND CHANGES IN TAX RATES,
TAX TABLES AND TAXABLE INCOME

(Senate amendments numbered 4, 5, 12, 15, 16, 17, 18, and 24)

House bill.—Under present law, the standard deduction is 16 per-
cent of adjusted gross income with a minimum of $1,700 for single
returns and $2,100 for joint returns, and a maximum of $2,400 for
single returns and $2,800 for joint returns. The House bill increasec
the present standard deduction to a flat amount of $2,400 for single

ersons and $3,000 for joint returns and simplifies the tax retum
orms. It adopts a tax table based on tax table income and the number
of exemptions and builds the general tax credit, the standard dedyc-
tion and the personal exemption into the table. For people who do not
itemize their deductions, ‘‘tax table’’ income equals adjusted gros.
income, as currently defined. Itemizers must subtract itemized
deductions in excess of the new standard deduction to obtain ‘‘tax
table” income. Conforming changes are made to the Code references
to taxable income. The bill also changes the tax rates to apply above
a ‘‘zero bracket amount’ equal to the new standard deduction amount.
The $35 per capita tax credit is made available for the extra age and
blindness exemptions, and married individuals filing separately are
limited to the $35 per capita credit. These changes apply to taxable
years beginning after December 31, 1976.

Senate a ment.—Senate amendments numbered 12, 16, 18, and
24 set the standard deduction at $2,200 for single persons and $3,200
for joint returns ($1,600 for married individuals filing separate return-®.
Senate amendments numbered 15 and 17 extend the $3,200 standard
deduction for joint returns to heads of households. (Under present
law, heads of households have the same standard deduction as single
t:ﬁayers.) Senate amendment numbered 5 changes the general tax
credit to apply only n.%a'mst the section 1 tax (and other taxes in lieu
of section 1 taxes), rather than against all the taxes imposed by Chap-
ter 1 of the Internal Revenue Code. Senate amendment numbered 4
substitutes tax rate tables to reflect the Senate amendments.! The
effective date is the same as the House bill.

Conference agreement.—The conference agreement is the same as
the Senate amendment except that the joint return standard deduction
is not extended to heads of households and conforming changes are
made. The effective date is the same as in the House bill and the
Senate amendment.

EXTENSION OF INDIVIDUAL TAX REDUCTIONS
(Senate amendments numbered 30 and 31)

House bil.—The House bill extends the general tax credit and the
earned income credit through 1978. Under present law, the genersl

tax credit equals the greater of $35 per taxpayer and dependent or 2

1 Technical Amendment numbered 20, relating to changes in the new tax tables, treats
dependents with an unused zero bracket amount equal to their earned income (among
others) as having elected to itemise deductions. In cases where these individuals have
earned income in excess of their itemized deductions, it is intended that the amount of
the excess earned income be treated as if it were an itemized deducton.
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percent of the first $9,000 of taxable income. The earned income
credit equals 10 percent of the first $4,000 of earned income and is
phased out as income rises from $4,000 to $8,000. It is available
only to people who maintain a household for a child who is either
under 19, a student or an adult disabled dependent. The earned in-
come credit (but not the general tax credit) may exceed tax lia-
bility. In addition to exten the general tax credit and the earned
income credit through 1978, the House bill authorizes an appropria-
tion for refunds of the earned income credit in excess of tax hability.
It also modifies the definition of ‘‘maintaining a household’’ so that
AFDC payments would be disregarded in determining whether a
person provides enough support for the household to qualify for the
carned Income credit.

Senate amendment.—The Senate amendments retain the basic
sxtension of the tax cuts. Senate amendment numbered 30 deletes the
authorization for refunds of the earned income credit in excess of
tax liability because the refunds now do not require such authorization.
Senate amendment numbered 31 deletes the provision in the House
bill modifying the definition of “maintaining a household” for purposes
of determining eligibility for the earned income credit.

(‘onference agreement.—The conference agreement follows the
Senate amendments.

FILING REQUIREMENTS
(Senate amendments numbered 34, 35, 36, 37 and 38)

House bill.—The House bill increases the income leval for filin
tax returns to $3,150 for a single person and a head of household an
to $4,500 for a joint return. The changes apply to taxable years
beginning after December 31, 1976.

Senate amendment.—Senate amendment numbered 34 changes the
filing requirement to $2,950 for a single person. Amendments 35 and
36 make the requirement $3,950 for a head of household. Amendment
37 makes the requirement $4,700 for a joint return. Senate amendment
numbered 38 establishes that individuals with unearned income who
are claimed as dependents on other individuals’ tax returns (and who
thus have an unused zero bracket amount) are subject to the special,
stricter filing requirements only if their unearned income exceeds
$750, because only in that case can they possibly have any tax liability
at income levels {elow the normal fiing requirements. %‘he effective
date is the same as the House bill.

Conference agreement.—The conference agreement sets the filing
requirement at $2,950 for single persons and heads of households
and $4,700 for joint returns. These increased levels in the filing re-
quirements conform to the increases in the standard deduction. The
effective date is the same as the House bill and the Senate amendment.

WITHHOLDING CHANGES
(Senate amendments numbered 41, 42, 43, and 44)

House bill.—The House bill requires the Secretary of the Treasury
to modify the withholding rates after April 30, 1977, to reflect the
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changes in the ‘“‘standard deduction” and to modify them further after
December 31, 1978, to reflect the expiration of the general tax credit

Senate amendment.—The Senate amendment is the same as the
House bill except that amendment numbered 44 permits heads of
households to claim an additional exemption to reflect most of the
higher ‘‘standard deduction” and amendment numbered 41 makes the
first withholding changes apply after May 31, 1977.

Conference agreement.—The conference agreement is the same .
the Senate amendment except that the additional exemption for heads
of households is not provided.

EXTENSION OF CORPORATE TAX REDUCTIONS
(Senate amendments numbered 56 and 57)

House bill.—The House bill extends through 1978 the tax reductions
for small business enacted in 1975 and subsequently extended through
1977. These tax cuts reduce the tax rate on the initial $25,000 of
corporate taxable income from 22 percent to 20 percent and reduce
the rate on the next $25,000 of corporate taxable income from 4s
percent to 22 percent.

Senate amendment.—Senate amendments numbered 56 and 57 are
clerical amendments to the House provision.

Conference agreement.—The conference agreement follows the
House bill as modified by the clerical Senate amendments.

NEW JOBS TAX CREDIT

(Senate amendment numbered 58)

House bill—The House bill provides a new jobs tax credit. The
maximum credit for each net new employee hired by an employer in
1977 or 1978 is $1,680 (40 percent of the first $4,200 of wages paid to
net new employees).

The credit generally is based on FUTA (Federal Unemployment
Tax Act) wages (the first $4,200 of an employee’s wages) tjmid by an
employer during the year in excess of 103 percent of FUTA wages
paid during the preceding year. Wages on which the credit is based
are limited to total wages paid during the year in excess of 103 percent
of total wages paid during the previous year.

The bill provides that any employer dismissing an employee in order
to secure the credit loses an amount of credit equal to twice the amount
that otherwise would have been gained by the dismissal.

For any year, the credit for a taxpayer or employer is limited to
$40,000.

The bill allows an additional 10-percent credit for increased employ-
ment of handicapped workers who receive vocational rehabilitation
training over the number employed in the previous year. The $40,000
limit does not apply to the additional cregit for the handicapped.

Senate amendment.—The Senate amendment increases the invest-
ment credit by 2 percent (to 12 percent plus the extra 1% percent
ESOP credit) through 1980. For 1977 and 1978, the additional credit
is allowed only if the new jobs tax credit is not elected.

The Senate amendment provides a jobs credit which is the same as
the House bill, except that the maximum credit for each net new
employee is $2,100 (50 percent of the first $4,200 of wages paid to net
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pew employees). In addition, the deduction for wages must be reduced
by the amount of the credit claimed.

“Further, the total wage limitation requires an increase over 105
percent of total wages paid during the previous year. The dismissal

rovision in the House bill is deleted. The 103-percent FUTA wage
Emitation and the 105-percent total wage limitation are each reduced
to 101 percent for a year for States with unemployment rates of
7§ percent or more for the previous year.

The amendment raises the $40,000 limitation on the amount of the
credit that any employer or taxpayer may receive under the House
hill to $100,000.

An additional 10-percent nonincremental credit is provided for all
new employees hired (without regard to the number employed in the
previous year) in the following categories: (1) handicapped individuals
(including handicapped veterans) who have received vocational re-
habilitation, (2) Vietnam-era veterans under 27 and certain
disabled veterans, and (3) low-income persons who are unemployed
15 or more weeks or who are AFDC recipients. The special 10-percent
credit is limited to one-fifth of the 50-percent credit which would have
been allowed before applying the $100,000 limitation.

To limit the credit available to a new or rapidly expanding business,
the Senate amendment provides that wages on which the credit is
based are limited to 50 percent of FUTA wages for the year. The
senate amendment does not provide a penalty for dismissing em-
loyees.

P ('onference agreement.—The conference ment omits the elective
2-percent increase in the investment credit and adopts the new jobs
tax credit contained in the Senate amendment with the following
changes: (1) the 103-percent FUTA limitation is reduced to 102
percent, (2) the special FUTA and total wage 101-percent limitations
for high unemployment States are eliminated, and (3) the additional
10-percent credit is limited to handicapped individuals (including
handicapped veterans) who have received vocational rehabilitation.

Under the conference a(freement, the 105-percent total wage limi-
tation is applied independently of the rule for new and rapidly ex-
{)andini businesses. For example, even though the new business rule
imits the amount taken into account as an increase in FUTA wages
for the year, the new business rule would not limit the amount taken
into account as an increase in total wages paid during the year. Also,
under the conference agreement, for 1978 the credit for a handicapped
individual (including a handicapped veteran) is computed, subject to
the one-fifth limitation, on the Ea,sis of the FUTA wages paid during
1978, reduced by FUTA wages paid to that individual during 1977.

SICK PAY
(Senate amendment numbered 60)

Houge hll.—No provision. :

Senate amendment.—The Senate amendment generally postpones for
one year the effective date of the revisions in the tax treatment of
-ick pay made by the Tax Reform Act of 1976. The amendment makes
the changes applicable to taxable years beginning after December 31,
1976. However, taxpayers preferring the revisions made by the Tax



28

lReform Act of 1976, may elect to file their 1976 returns under the new
aw.

Conference agreement.—The conference agreement follows the Senate
amendment.

EXCLUSION OF INCOME EARNED ABROAD
(Senate amendment numbered 61)

House bill.—No provision.

Senate amendment.—Senate amendment numbered 61 postpones
until taxable years beginning after December 31, 1976, the effec-
tive date for the changes made by the Tax Reform Act of 1976 (<.
1011) with respect to the section 911 earned income exclusion and
with respect to the foreign tax credit for taxpayers electing the
standard deduction. For taxable years beginning after December 31,
1975, the 1976 Act modified the section 911 earned income exclu~ior,
by (1) reducing the limit to $15,000 ($20,000 for charitable employee)
from $20,000 ($25,000 if resident overseas for more than 3 years), (2,
taking the excluded income from the lowest rate brackets ();dditional
income is taxed at the rates which would apply if the excluded income
were also taxed), (3) disallowing the foreign tax credit for taxes at-
tributable to the excluded amount, and (4) denying the exclusion for
income received outside the country in which earned in order to avoid
tax in that country. The 1976 Act also repealed, effective for taxable
years beginning after 1975, the provision in prior law which prohibited
taxpayers electing the standard deduction from also claiming the
foreign tax credit.

Conference agreement.—The conference agreement is the same as the
Senate amendment.

RELIEF FROM INTEREST, ADDITIONS TO TAX, AND
PENALTIES FOR UNDERWITHHOLDING OR UNDER-
PAYMENT ATTRIBUTABLE TO APPLICATION TO 1976
OF PROVISIONS OF THE TAX REFORM ACT OF 1976

(Senate amendments numbered 62, 63 and 64)

House hll.—No provision.

Senate amendment.—Senate amendment numbered 62 relieves indi-
vidual taxpayers for periods prior to April 16, 1977, and corporations
for periods prior to March 16, 1977, from additions to tax for under-
payments of estimated tax attributable to changes in the law made
applicable to 1976 by the Tax Reform Act of 1976. For the same peri-
ods, Senate amendment numbered 64 relieves individuals and corpora-
tions from interest charged against underpayments after the last date
for filing returns and paying tax if the interest is attributable to the
1976 Act changes. Senate amendment numbered 63 relieves employers
of Liability for failures to withhold on income paid before January 1,
1977, which was made taxable by the 1976 Act.

Conference agreement.—The conference agreement follows the Senate
amendaments.
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BUSINESS USE OF RESIDENCE FOR DAY CARE
SERVICES

(Senate amendment numbered 65)

House bill.-—No provision.

Senate amendment.—The Senate amendment provides that for tax-
able years inning after December 31, 1975, the exclusive use
requirement for deducting business expenses attributable to the
business use of a personal residence is not to apply in the case of a
residence used to provide day care services to children, handicapped
individuals, and the elderly. ¥i‘he deductible business expenses are to
be limited to the excess of the gross income from providing day care
services over the allocable portion of property taxes, mortgage interest,
etc., which are deductible in any event. The expenses allocable to the
business activity are to be determined on the basis of the space used
to furnish the day care services and on the basis of the time that space
is used to provide the services as compared to the total time that
space is available for all uses.

Conference agreement.—The conference agreement is in substance
the same as the Senate amendment except that, after the first day of
the first month beginning more than 90 days after enactment, the
exception to the exclusive use test will apply only if the day care serv-
ices comply with any applicable State licensing, certification, or
approval requirement. (The licensing requirement is identical to the
requirement provided under H.R. 3340, which was passed by the
House on April 18, 1977.)

STATE LEGISLATORS’ TRAVEL EXPENSES
(Senate amendment numbered 66)

House bill.—No provision.

Senate amendment.—The Senate amendment extends to 1976 the
clection to treat a State legislator’s place of residence within the
legislative district he represents as his tax home. If an election is
made, the legislator is treated as having expended for living expenses
an amount equal to the daily per diem allowed U.S. Government
employees multiplied by the number of days the State legislature was
in session or the legislator was formally recorded at a committee
meeting when the legislature was not in session.

Conference agreement.—The conference agreement is the same as
the Senate amendment.

MINIMUM TAX ON INTANGIBLE DRILLING COSTS
(Senate amendment numbered 67)

Housge bill.—No provision.
_ Senate amendment.—Senate amendment numbered 67 reduces an
individual’s minimum tax preference for intangible drilling costs pro-
vided under the Tax Reform Act of 1976 by the amount of his net
mncome from oil and gas properties. This amendment is effective for
taxable years beginning after December 31, 1976.
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Conference agreement.—The conference agreement follows the
Senate ame_s’x;dment, effective, however, only for taxable years whic}
in in 1977.
he conference agreement restates the Senate amendment t,
clarify and simplify the computation of the preference. Under the
conference agreement, the preference is to be computed by reducing
the amount of intangible gnllmg costs paid or incurred during the
taxable year, first, by the amount of those costs (i.e., the costs paid or
incurred in that taxable year) which could have been deducted in that
year had those costs been capitalized and amortized and, second, by the
taxpayer’s net income from all oil and gas properties. Income from ojl
and gas properties is to be determined in accordance with the rules for
determining gross income from oil and gas properties for p of
mcenta.ge depletion (sec. 613(a) of the e, without m the
imitations under sec. 613A). Net income is gross income from oil and
gas properties reduced by the amount of deductions properly allocable
thereto (including percentage depletion).?

CHARITABLE CONTRIBUTIONS OF CONSERVATION
EASEMENTS

(Senate amendment numbered 68)

House bill.—No provision.

Senate amendment.—Senate amendment numbered 68 extend:
through June 13, 1981, the period during which deductions are allow-
able for charitable contributions of remainder interests in real property
and perpetual or permanent leases on, options to purchase, or ease-
ments with respect to real property. Under provisions added by the
Tax Reform Act of 1976, deductions are allowable for contributions to
public charities and governmental units exclusively for conservation
purposes of leases on, options to purchase, or easements of with re-
spect to real property of at least 30 years’ duration, and remainder
interests in real property, only if contributed before June 14, 1977.

Conference agreement.—The conference agreement generally follow:
the Senate amendment. It extends through June 13, 1981, the period
during which deductions are allowable for charitable contributions of
remainder interests in real property. It also extends through June 13.
1981, the period during which deductions are allowable for charitable
contributions exclusively for conservation purposes of leases on,
options to purchase, and easements with respect to real property, but
only if the lease, option, or easement is perpetual. However, the confer-
ence agreement does not allow a deduction for contributions for con-
servation purposes after June 13, 1977, of leases, options, and ease-
ments which are not perpetual.

While it is intended that the term ‘‘conservation purposes’ be
liberally construed with regard to the types of property with respect
to which deductible conservation easements or remainder interests
may be granted, it is also intended that contributions of perpetual
easements and remainder interests qualify for the deduction only in
situations where the conservation purposes of protecting or preserving
the property will in practice be carried out. Thus, it is intended that a

3 The provision in the Senate amendment requiring that net income be reduced by the
amount of taxes allocable to that income is omitted because, except in an extremely

unusual case, no chapter one tax in allocable to income from oil and gas properties for
individuals whose intangible deductions exceed net income before tax
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contribution of a conservation easement or remainder interest qualify
for a deduction only if the holding of the easement (or, in the case of a
remainder interest, the property) is related to the purpose or function
constituting the donee’s purpose for exemgtiqn (organizations such as
nature conservancies, environmental, and historic trusts, State and
'ocal governments, etc.) and the donee is able to enforce its rights as
holder of the easement or remainder interest and protect the conserva-
tion purposes which the contrit?ution is intepded to advance. ’[‘he
requirement that the contribution be exclusively for conservation
purposes is also intended to limit deductible contributions to those
tran~fers which require that the donee hold the easement (or, in the
ca~ of a remainder interest, the property) exclusively for conserva-
tion purposes (i.e., that they not be transferable by the donee in ex-
change for money, other property, or services).

STUDIES OF IMPACT OF BILL BY GOVERNMENT
AGENCIES

(Senate amendments numbered 69 and 70)

House bull.—No provision.

Senate amendment.—The Senate amendment directs four govern-
ment agencies—the Treasury Department, the Council of Economic
Advisers, the Federal Reserve Board and the Congressional Budget
Office—to study the economic effects of the principal tax changes in
the bill and submit periodic reports to Congress.

(Jonference agreement.—The conference agreement omits the Senate
amendment.

INCREASED AUTHORIZATION FOR WORK INCENTIVE
(WIN) PROGRAM

(Senate amendment numbered 72)

House bill.—No provision.

Senate amendment.—The Senate amendment authorizes an ap-
propriation of an additional $435 million in each of fiscal years 1978
and 1979 for employment and supportive services for welfare re-
cipients, with no requirement for State matching funds.

Conference agreement.—The conference agreement is the same as the
Senate amendment.

FIVE-YEAR AMORTIZATION FOR CHILD CARE
FACILITIES

(Senate amendment numbered 73)

FHouse bill.—No provision.

Senate amendment.—The Senate amendment extends for 5§ years,
from January 1, 1977, through December 31, 1981, the provisions of
section 188 which allow an employer to elect to amortize capital
expenditures for child care facilities over a five-year period instead of
u?lils%gther depreciation methods. This provision expired at the end
0 .

Conference agreement.—The conference agreement is the same as
the Senate amendment.
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RETIREMENT INCOME CREDIT ELECTION

(Senate amendment numbered 74)

House hll.—No provision.

Senate amendment.—The Senate amendment allows taxpayers to file
amended returns in order to elect to claim the retirement income
credit for their first taxable year beginning in 1976 either under the
revised provision enacted in the Tax Reform Act of 1976 or under
prior law. If a married couple files a joint return, both spouses mu
make the same election under this provision. The Tax Reform Act of
1976 generally increased and simplified the 15-percent retirement in.
come credit for taxable years beginning after December 31, 1975, for
taxpayers age 65 and over. The maximum amount of the credit bas
was increased from $1,524 to $2,500 for single persons and from $2,25¢
to $3,750 for married persons. These maximums are reduced by
certain exempt income. The credit is phased out by $1 for every
$2 of adjusted gross income in excess of $7,500 for a single person
and $10,000 for a joint return. (The AGI phaseout does not apply
to public retirees under age 65.)

onference agreement.—The conference agreement follows the Senat.
amendment.

TAX CREDIT FOR PROVIDING HOME FOR AGED
DEPENDENTS

(Senate amendment numbered 75)

House bill.—No provision.

Senate amendment.—Senate amendment numbered 75 provides a
nonrefundable $250 income tax credit each year for individual tax-
payers who maintain a household which includes one or more de-
pendents 65 years of age or older. This amendment is effective for
taxable years beginning after December 31, 1976.

Conafcrmcc agreement.—The conference agreement deletes the Senate
amendment.

ACCRUAL ACCOUNTING FOR FARM CORPORATIONS

(Senate amendment numbered 76)

House bill.—No provision.

Senate amendment.—The Senate amendment postpones until taxable
years beginning after December 31, 1977, the effective date for re-
uiring accrual accounting by any farm corporation if either (a) two
amilies own at least 65 percent of the stock, or (b) three families own
at least 50 percent of the stock and substantially all (for example,
90 percent) of the remaining stock is owned by employees, their
families, or exempt retirement trusts established for the benefit of
the employees. The Tax Reform Act of 1976 had required certain
corporations engaged in farming to use the accrual method of ac-
counting and to capitalize preproductive period expenses for taxable
years beginning after December 31, 1976.

Conference agreement.—The conference agreement follows the
Senate amendment.
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TAX LIENS ON RESIDENCES

(Senate amendment numbered 77)

House bill.—No provision.

Senate amendment.—The Senate amendment repeals the require-
men: added under the Tax Reform Act of 1976 that a notice of a tax
lien is not treated as filed unless the filing is recorded in a public index
at the appropriate district office of the Internal Revenue Service.
However, a filed Federal tax lien on a residence (containing not more
than 4 dwelling units) would be discharged against an individual
urchaser if the lien was not properly recorded at the appropriate
.fice where the notice of lien is filed when the individual purchased
the property. Administrative and judicial remedies would be pro-
.ided to obtain a discharge of an unrecorded tax lien against a pur-
chased residence. A suit would have to be started within 6 years after
the notice of lien is filed.

The provision would apply generally to any lien imposed under the
1054 Code. The 6-year statute of limitations on discharge suits would
not apply to suits started before December 31, 1977.

‘onference agreement.—The conference agreement omits the Senate
amendment.

WITHHOLDING ON CERTAIN GAMBLING WINNINGS
(Senate amendment numbered 78)

House bill.—No provision.

Scnate amendment.—The Senate amendment modifies the require-
ment for withholding on gambling winnings to provide that withhold-
ing i required on proceeds of more than $1,000 from wagers placed in
.aurimutuel pools 1nvolving horses, dogs or jai alai, but only if the
amount of tge proceeds is at least 300 times as large as the amount
waczered. The provision applies to payments made after April 30, 1977.

( ‘'onference agreement.—The conference agreement is the same as the
Senate amendment.

In addition, the conferees understand that there has beer some
question as to the interpretation of section 3402(q)(3)(B), which
requires withholding on proceeds of more than $5,000 from wagers
placed in State-conducted lotteries. The conferees intend that this pro-
vision be interpreted to include State-conducted lotteries in which the
amount of the proceeds is determined by a parimutuel system. The
conferees understand that the Treasury Department and the Internal
Revenue Service agree with this interpretation.

CANADIAN TAX IMPACT ON UNITED STATES
BROADCASTERS

(Senate amendment numbered 79)

House bill.—No provision.

Senate amendment.—The Senate amendment expresses the sense
of the Senate that in view of the special relationship between the
United States and Canada, the President should discuss with the
Canadian Government the impact of recent Canadian Tax Code
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provisions on the United States broadcasting industry in order ¢,
adjust differences.

Conference agreement.—The conference agreement omits the Senat,
amendment.

TERMINATION OF 1975 PAYMENTS TO SOCIAL SECURITY
RECIPIENTS

(Senate amendment numbered 80)

House bill.—No provision.

Senate amendment.—The Tax Reduction Act of 1975 included ,
$50 payment to social security, SSI and railroad retirement recipient:
In certain cases, these payments are still being made. The Senate
amendment terminates the 1975 payments, effective on the date of
enactment.

Conference agreement.—The conference agreement follows the
Senate amendment.

PAYMENTS TO GOVERNMENTS OF VIRGIN ISLANDS,
AMERICAN SAMOA AND GUAM

(Senate amendment numbered 81)

House bill.—The House bill authorizes an appropriation for a pay-
ment to the governments of the Virgin Islands, Guam and American
Samoa to compensate them for the reduction in their tax receipts for
1976 and 1977 resulting from the refund of 1976 taxes, the increase in
the standard deduction and the modifications of the general tax credi:
in the House bill. (These possessions experience an automatic tax
reduction whenever the United States enacts a tax cut.)

Senate amendment.—Senate amendment numbered 1A deletes the
payment in the House bill, but Senate amendment numbered »I
authorizes a similar payment to these governments for 1977 which
applies only to the reduction in tax receipts for 1977 because of the
changes in the standard deduction and the modification of the general
tax credit.

Conference agreement.—The conference agreement follows the Senate
amendments.

WITHHOLDING OF COUNTY INCOME OR EMPLOYMENT
TAXES FROM FEDERAL EMPLOYEES

(Senate amendment numbered 82)

House bill.—No provision.

Senate amendment.—The Senate amendment requires that the
Federal Government withhold county income or employment taxes
from Federal employees if (1) the compensation is earned in the
county, (2) the Federal employees rigu]arl work in the county and
live in the State, (3) 500 or more Federal employees are regularly
employed in the county, and (4) the county requests such withholding.

he Secretary of the Treasury must enter a withholding agreement
within 120 days of the request by a county.

Conference agreement.—The conference agreement is the same as the
Senate amendment.
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INVESTMENT ANNUITIES
(Senate amendment numbered 83)

House bill.—No provision.

Senate amendment.—The Senate amendment s)ostpones the effective
Jate of Internal Revenue Service Revenue Ruling 77-85 (relating to
investment annuity contracts) from March 9, 1977, to March 9, 1978.
Corgmerencc agreement.—The conference agreement omits the Senate

amendment.
CERTAIN SOCIAL SECURITY ACT AMENDMENTS

(Senate amendment numbered 84)

House bill.—No provision.

Senate amendment.—The first section of the amendment clarifies
the law which provides for the garnishment of Federal payment for
purposes of child support and ony. This section: (1) specifically
wuthorizes the issuance of regulations by the three branches of Gov-
ernment charged with administering the garnishment law; (2) specifi-
callv includes the District of Columbia under the garnishment provi-
.ons; (3) provides specific conditions and procedures to be followed
under the garnishment provisions relating to service of legal processes;
4 defines the terms used in the garnishment provisions; and (5)
<t~ u limit of 50 percent on the amount of wages subject to garnish-
ment for child support and alimony for a person supporting a second
family and 60 percent for a person who is not (plus an additicnal 5
percent in each situation if there are outstanding arrearages under 12
weeks old).

The second section of the amendment: (1) requires bonding of all
State and local employees, or employees of contractors used by agen-
rie<, who handle the collection of child support payments, and (2)
provides that persons handling cash be separate from those in the
accounting function.

The third section of the amendment sets at 15 percent the propor-
tion of child support payments retained by the State in which the
recipient family i’ives which will be paid as an incentive to the political
subdivision within the State, or to another State, which makes the
collections.

The fourth section of the amendment relates to the annual report
on the child support program which must be submitted to the Con-
gress by the Secretary of Health, Education and Welfare. The section:
1) lists the specific kinds of information to be included in the annual
report; (2) requires that an annual report be submitted to the Con-
gzress within 3 months of the end of each fiscal year; and (3) requires
a special supplemental report on fiscal year 1976 and the transitional
quarter by June 30, 1977.

The fifth section: validates a letter of exception by the Department
of Health, Education, and Welfare to Georgia dated January 22,
1976, permitting that State until the end of calendar year 1976 to
work out a problem of interpretation concerning the treatment of
child support collections for purposes of reimbursement.

Conference agreement.—The conference agreement follows the
Senate amendment.
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EXTENSION OF COUNTERCYCLICAL REVENUE SHARINg
(Senate amendment numbered 85)

House bill.—No provision.

Senate amendment.—The Senate amendment extends and make
some minor technical revisions in the current countercyclical reveny,
sha.nng legislation which expires September 30, 1977. The celhng on

te authorization under current law occurred in April 197;
thh a distribution of $60 million to eligible State and localp govern.
ments. Accordingly, no more payments can be made under curren
law. Under the Senate amengment up to $1 billion in additional
funding is authorized for fiscal year 1977 and up to $2.25 billion i.
authonzed for fiscal year 1978. The aggregate amount to be provided
is amended to depend on tenths of unemployment percentages rather
than half percentage points. Currently, each half percentage point by
which the national unemployment rate exceeds 6 percent, generates
$62.5 million.

The amendment provides that each tenth of a percentage point

nerate $30 million for allocation in addition to the basxc $1256 mSlxon

he amendment further provides that payments be made to Puerto
Rico and the Virgin Islands on a formula basis. The amount to be
distributed equals 1 percent of the national aggregate amount and i.
in addition to the national amount. Allocation between Puerto Rico
and the Vi Islands is based on their relative population size, a:
determined by the Bureau of the Census.

The Senate amendment updates the data to be used in the formula.
Currently, the formula uses the unemployment rate in excess of 5.4

ercent and the fiscal year 1976 revenue sharing entitlement payments.
g‘he amendment provides that more up to date entitlement payment
data be utilized.

Conference agreement.—This amendment was reported in technical

disagreement.
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