










5. S. 1369-Mr. Huddleston 

Elimination of Income Tax Withholding on Certain Gambling 
Winnings 

Present law 
In certain circumstances, proceeds from wagers are subject to in- I 

come tax withholding at a rate of 20 percent (Code sec. 3402 (q) ). The 
general rule is that gambling winnings are subject to withholding if I 

the proceeds exceed $1,000 and are at least 300 times as large as the 
amount wagered. However, special rules apply to winnings from cer­
tain types of wagers. 

Proceeds of more than $5,000 from wagers placed with State-con­
ducted lotteries are subject to withholding. In addition, proceeds of 
more than $1,000 from (1) a wager placed in a sweepstakes, wagering 
pool, or non-State-conducted lottery, or (2) a wagering transaction 
in a pari-mutuel pool with respect to horse races, dog races, or jai 
alai, if the amount of such proceeds is at least 300 times as large as 
the amount wagered, are subject to withholding. 

Withholding is not imposed in the case of winnings from a slot 
machine, keno, or bingo. 

Every person who is to receive a payment of gambling winnings 
subject to withholding is required to furnish the payor with a state­
ment containing his name, address, and taxpayer identification num­
ber. The payor of gambling winnings is required to file Form W-2G 
(reporting of payment of gambling winnings) with the Internal 
Revenue Service. 

Background 
The Tax Reform Act of 1976 required the IRS to report to the 

House Committee on 'Vays and Means and the Senate Committee on 
Finance on the operation of the present reporting system as applied 
to winnings from keno, bingo, and slot machines, and to make a rec­
ommendation whether or not such winnings should be subject to 
withholding. In a report issued in December 1980 ("Compliance in 
Reporting Gambling Winnings"), the IRS recommended, among 
other things, that the existing withholding floors be lowered to $600; 
that withholding be requirea on winnings of $1,500 or more from 
keno: and that withholding be required on winnings of $1,200 or 
more from bingo and slot machines. 

Issue 
The issue is whether withholding on gambling winnings should be 

eliminated. 
Explanation of the bill 

The bill would repeal the provisions for withholding on gambling 
winnings. 

Effective date 
The bill would apply to payments of gambling winnings made 

after the date of enactment. 
Revenue effect 

The estimate of the revenue effect of the bill is not yet available. 
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6. S. 531-Senator Heflin 

Tax Credit for Planting of Certain Pecan Trees 

Present law 
Under present law, a corporation may deduct the amount of prop­

erty losses sustained during the taxable ~Tear which are not insured 
or otherwise recoverable (sec. 165). An individual may deduct the 
amount of an unrecoverable loss incurred in a trade or business, in a 
transaction entered into for profit, or (subject to a $100 floor per oc­
currence) as a casualty or theft loss (sec. 165 (e) ). 

In the case of partial loss caused by casualty, the amount of the loss 
equals the difference between the value of the property immediately 
preceding the casualty and its value immediately thereafter (Treas. 
Reg. § 1.165-7 (b) ). However, the deduction cannot exceed the prop­
erty's adjusted basis (sec. 165 (b)). If business or income-producing 
property is completely destroyed, the amount deductible is the adjusted 
basis of the property (Treas. Reg;. § 1.165-7 (b) ). 

The Internal Revenue Service has held that the costs of trees and 
other capital costs incurred in their development hecome eligible for 
the investment tax credit when they have reached the income-produc­
ing stage.! 

Issue 
The issue is whether taxpayers whose pecan trees were destroyed 

by Hurricane. Frederick, in September 1979, should be given a tax 
credit for replacing those trees. 

Explanation of the bill 
The bill w'ould provide taxpayers with a nonrefundable tax credit 

for expenses involved in the planting of pecan trees for the purpose of 
replacing pecan trees destroyed in September 1979 by Hurricane 
Frederick. The amount of the credit would be $10 per pecan tree. 
Excess credits could be carried forward to sucl'eeding taxable years. 

Effective date 
The credit generallv would be available to taxpayers in taxable 

years beginning after December 31, 1980, and before J annary 1, 1986. 
Howeyer, in the case of a taxpayer's first taxabk year beginning after 
December 31, 1980, the credit would be available for expenses in­
curred after August 31, 1979. 

Revenue effect 
The estimate of the revenue effect of the bill is not yet available. 

! Rev. Rul. 6:>-104, 1963- 1 CB28, as clarified by Rev. Rul. 66-183, 1966-2 CB47. 
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