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INTRODUCTION 

The provisions described in this pamphlet reflect a series of changes 
which have been developed over a number of years as an attempt to 
simplify the tax laws by removing from the Internal Revenue Code 
those provisions which are no longer used in computing ourrent taxes 
or are little used and of minor importance. These provisions have been 
popularly referred to as the "deadwood bill." 

The "deadwood" bill has been introduced as Amendment No. 1322, 
adding a title II to R.R. 7727. This amendment was approved by the 
Finance Committee on December 18, 1975, as a committee amendment 
to be offered on the floor of the Senate. In a slightly different form, 
these provisions also appear as title XIX of R.R. 10612. 

The deadwood bill would repeal almost 150 sections of the Internal 
Revenue Code; it would amend about 850 other sections. These pro
visions also contain approximately 2,370 amendments to the Code (in
cluding the repealer provisions and changes where one section of the 
Code would be amended several times) . 

This deadwood bill would delete provisions in present law which 
deal only with past years, situations which were initially narrowly 
defined and are unlikely to recur, as well as provisions which have 
largely, if not entirely, outlived their usefulness. In addition, several 
amendments would eliminate sex discrimination in the Code. 

These provisions would also make simplifying changes, such as 
substituting the term "ordinary income" for "gain from sale or ex
change of property which is not a capital asset or property described in 
section 1231." The term "the excess of the net long-term capital ga;in 
for the taxable year over the net short-term capital loss for such year" 
is replaced by "net capital gain." In another simplifying change, all 
references to "the Secretary or his delegate" are amended to refer 
only to "the Secretary" (which term will include his delegates), ex
cept where an act or regulation is required to be done or issued by the 
Secretary of the Treasury personally, in which case the code will refer 
specifically to "the Secretary of the Treasury." 

While these provisions 'are an attempt to simplify the code by de
leting "deadwood," they do not attempt to achieve simplification 
through substantive changes in present law. 

F~ll?wing is a section-by-section explanation of the deadwood 
prOVISIOns. 

(1) 





PART I-AMENDMENTS OF INTERNAL REVENUE 
CODE GENERALLY 

SEC. 200 (AMENDMENT OF 1954 CODE) 
This section of the bill eliminates the need for repeated references 

to the Internal Revenue Code of 1954 in this bill by providing that, 
when the bill refers to an amendment or repeal of a section or other 
provision, that is to be considered an amendment or repeal of a section 
or other provision of the Internal Revenue Code. 

SEC. 201. AMENDMENTS TO SUBTITLE A; INCOME TAXES 

Chapter 1. Normal Taxes and Surtaxes 

Subchapter A. Determination of tax liability 

Seo. 1201 (a) (1) (amends seo.12 of the Oode)-definitions and speoial 
rules 

This amendment makes it easier to read a provision relating to 
the tax status of certain married individuals living apart. 
Seo.1201(a) (12) (amends seo.1l of the Oode)-surtax on oorporat.ions 

This amendment strikes out a reference to the surtax applicable to 
corporations for taxable years beginning before 1965. 
Seo. 1201 (a) (3) (repeals seo. 35 of the Oode)-partially tax-exempt 

interest reoe'i,ved by individnals 
This amendment repeals section 35 of the Code (relating to partially 

tax-exempt interest received by individuals), because there are no 
longer any outstanding Federal obligations producing interest which 
is partially tax-exempt under that section. 

Section 242 of the Code, relating to such interest received by cor
porations, is repealed by section 201 (a) (32) of the bill. Appropriate 
conforming amendments striking out references to Code sections 35 
and 242 and to partially tax-exempt interest in other Code sections are 
also made by the hill. 
S eo. 1201 ( a) (4-) (amends seo. 37 of 0 ode) -retirement inoome oredit 

This amendment strikes out a provision allowing a credit for retire
ment income-at a special percentage rate in the case of a taxable year 
heginning in 1964. If there is an individual whose 1964 tax year is 
oj)en, the higher percent~ge for that year would he preserved to that 
person because the effectIve date of the deadwood amendments would 
not reach back retroactively to foreclose that person's right to that 
higher 1964 rate. 
Seo. 1201 (a) (5) (amends sec. 39 of the Oode)-oredit for taxes paid 

on gasoline, special fuels, and lubrioating oil 
These amendments strike ont a transitional rule for the years 1965, 

1966, and 1967 and conform the last sentence in Code section 39 to an 
amendment made by section 206 (a) (32) (B) of the bill. 

( 3 ) 
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Sec. 201 (a) (6) (amend8 8ec. 46 of the Oode)-inve8tment credit 
. Subparagraph(A) corrects a clerical error in the Employee Retir~
ment Income Security Act of 1974 ("ERISA"). Subparagraphs (B) 
and (C) strike out special provisions which applied to an unused 
investment credit carryback to a taxable year beginning before 1962. 
Subparagraph (D) changes a citation to conform with current 
practice. 
Sec. 201. (a) (7) (amend8 8ec. 48 of the Oode)-definitions and 8pecial 

rule8· 
These amendments change citations to conform with current practice· 

Sec. 201 (a) (8) (amend8 8ec. 50A of the Oode)-work incentive credit 
This amendment corrects a clerical error in ERISA. 

Sec. 201 (a) (9) (repeaZ8 8ec. 51 of the Oode)-tam 8urcharge 
This amendment repeals tax surcharge provisions applicable to 1968, 

1969, and 1970. 

Sec. 201 (a) (10) (amend8 8ec. 56 of the Oode)-carryover8 of mini
mum/tam 

This provision corrects a clerical error. 
Sec. 201 (a) (11) (amend8 8ec. 57 of the Oode)-tam preference of 

emce88 investment interest for tam years before January 1, 1972 
These amendments eliminate the treatment of excess investment 

interest as a tax preference item for tax years beginning before J anu
ary 1, 1972. These provisions are now obsolete. The provisions of sec
tion 163 (d) of the Code replaced these provisions for subsequent tax 
years. Because the effective date of the amendments made by this title 
of the bill do not operate retroactively, the provisions of section 57 as 
in effect for tax years beginning before January 1, 1972, ·would con
tinue to control in those taxable years. 

Subchapter B. Computation of taxable income 

Sec. rJ201(a) (112) (amend8 8ec. 62 of the Oode)-penalties for early 
withdrawal of funds from certain savings account8 

Section 62 contains two paragraphs numbered (11). In 1974, Public 
Law 93-483 added to section 62 a new paragraph (11) (~llowing a 
deduction from gross income for interest "penalties" incurred upon 
early ,vithdrawals from time savings accounts or deposits). A few 
months earlier, ERISA had also added a new paragraph (11) (per
taining to lump sum distributions from certain pension plans). Sub
paragraph (A) of the present bill redesignates the paragraph added 
by Public Law 93-483 as paragraph (12). 

Subparagraph (B) corrects a clerical error in the paragraph re
designated as paragraph (12). 
Sec. 1201 (a) (13) (adds secs. 64 and 65 to the Oode)-definition8 of 

ordinary income and ordinary l088 
This paragraph adds t,,;o new sections to the Code. Both new sec

tions are intended to replace the cumbersome and lengthy terminology 
of present law ,,,hich describes certain gains from sales or exchanges 
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of property which do not qualify as capital gail-is. Many provisions 
of present law describe these gaihs (or losses) as: "gain (or loss) from 
the sale or exchange of property which is not a capital asset or prop
erty described in section 1231 (b)." 

For such language, the bill substitutes shorter terms: "ordinary 
income" and "ordinary loss". 

"Ordinary income" is defined as including "any gain from the sale 
or exchange of property only if such property is neither a capital asset 
nor property described in section 1231 (b)." "Ordinary loss" is defined 
as including "any loss from the sale or exchange of property only if 
such property is not a capital asset." Gains and losses described in 
present law as "deemed" or "considered" to be "gain (or loss) from 
the sale or exchange of property which is not a capital asset," etc., or 
gains and losses described with similar terms, are also to be treated as 
ordinary income or ordinary loss. 

Sec. 1301 (a) (14) (amends sec. 713 of the Oode)-anmtities/ certain 
proceeds of enam01nent and life insurance contracts 

SubparagTaph (A) strikes out an internal effective date (January 1, 
]954) and a reference to prior laws no longer needed. Subparagraph 
(B) corrects a clerical error in ERISA. 

Sec. 201 (a) (15) (repeals sec. 76 of the Oode)----mortgages made or 
obligations issued by joint-stock land banks 

This amendment repeals an obsolete provision relating to the tax
ation of income (except interest) from joint-stock land bank mortgages 
or obligations. Joint-stock land banks have not been permitted to 
make new loans after May 12, 1933, and it is understood that there 
are no joint-stock land bank mortgages or obligations currently out
standing. 

Sec. B01(a) (16) (amends sec. 83 of the Oode)-pl'operty transferred 
in connection with performance of services 

This amendment strikes out an internal effective date ("30 days after 
the date of the enactment of the Tax Reform Act of 1969") relating to 
a date by which a certain election could be made. 
Sec. 201 (a) (17) (amends sec. 101 of the Oode)-certain death 

benefits 
This amendment strikes out an internal effective date. 

Sec. 201 (a) (18) (amends sec. 103 of the Oode)-intel'est on ce'f'tain 
g01Jernmentalobligations 

These amendments strike out provisions relating to the tax-exempt 
status of interest on United States obligations, since there are no out
standing obligations of the United States or of any United States 
instrumentality which pay interest that is exempt from tax under this 
section. Also, the list of cross references in section 103 (e) of the Code 
is updated. 

Sec. 201 (a) (19) (amends sec. 10.4 of the Oode)-compensation fol' 
in,ju1'ies or sickness 

This amendment makes conforming changes in citations to other 
titles of the United States Code. 
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Sec. '201 (a) ('20) (amends sec. 115 of the Oode)-income of States, 
municipalities, etc. 

This amendment repeals subsections (b) and (c) relating to certain 
contracts entered into before September 8, 1916, and May 29, 1928 
(relating to certain public utilities and certain bridge acquisitions, 
respectively), since it appears that no such contracts are still in effect. 
Seo. '201 (a) ('21) (anwnds seo. 116 of the Oode)-partial exelu.non of 

dividends received by individuals 
This amendment strikes out an internal effective date. 

Sec. 201 (a) ('2'2) (amends seo. 1'24 of the Oode )-o1'os8 1'efere1wes to 
other Acts. 

This amendment updates a list of cross references to other Acts. 
Seo. 1301 (a) (133) (amends sec. 143 of the Oode)-determination of 

marital status 
This amendment makes section 143 (relating to determination of 

marital status) applicable for purposes of part V (deductions for 
personal exemptions) of subchapter B, as well as for purposes of part 
IV (standard deduction) of that subchapter. As a result of this 
amendment, section 153 becomes redundant and is repealed by section 
201 (b) (7) (A) (i) ofthe bill. 
Sec. '201 (a) (13.~) (amends sec. 151 of the Oode)-allowance of deduc

tions for personal exemptions 
This amendment replaces the definition of "educational institution" 

with a cross reference to a similar definition in section 170 (b) (1) (A) 
(ii). This consolidates in one section the definition of an "educational 
organization." The bill makes conforming amendments to 12 other 
Code sections to reflect this change. (Note that an educational orga
nization described in clause (ii) of sectioll 170(b) (1) (A) may be a 
a private, for-profit school. However, even though such a school could 
satisfy the requirements of the dependency provisions (relating to 
full-time students), it could not be an eligible donee of deductible 
charitable contributions, because it could not satisfy the requirements 
of any of the paragraphs of subsection (c) of section 170.) 

Sec. 1£01 (a) ('25) (amends sec. 15'2 of the Oode)-definition of 
dependent 

Subparagraph (A) deletes the "sick cousin rule," which includes as 
dependents certain distant relatives receiving institutional care who 
preyiously had resided with the taxpayer. This provision was added 
to the Code to cover an unusual situation unlikely to recur. 

Subparagraph (B) eliminates another provision allowing depend
ency deductions under two rarely used rules. Under one of these rules, 
a child residing in the Philippine Islands qualifies as a dependent. if 
he was born to, or adopted by, the taxpayer in the Philippmes before 
January 1, 1956: if the taxpayer was then a member of the U.S. 
Armed Forces. Under the other rule, a resident of the Canal Zone or 
Panama may be claimed as a dependent although he is not a citizen 
or national of t.he United States. 
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Sec. 201 (a) (26) (amends sec. 164 of the Oode)-deduction for tames 
These amendments strike out an effective date provision (sales a.£ter 

December 31, 1953) and an obsolete transitional rule, both of which 
relate to the apportionment of taxes on real property between seller 
and purchaser. 
Sec. 201 (a) (27) (amends sec. 165 of the Oode)-lossles 

These amendments strike out the provision that treats Cuban ex
propriation losses of individuals on personal-use assets as casualty 
losses, since this provision applies only to losses sustained before J anu
ary 1, 1964. 

Sec. 201 (a) (28) (amends sec. 167 of the Oode)-depreciation 
Subparagraph (A) substitutes "August 16, 1954," for "the date 0.£ 

enactment of this title" as the effective date of a provision. 
Subparagraph (B) deletes transitional rules for a change in the 

method of depreciation with respect to section 1245 property (applica
able to the first taxable year beginning after December 31, 1962). 

Subparagraph (C) substitutes "October 16, 1962" for "the date of 
enactment of the Revenue Act of 1962" as the effective date 0.£ a 
provision. 

Subparagraph (D) substitutes the exact date ("before Jlme 29, 
1970,") for "within 180 days after the date of enactment of this sub
paragraph," as the date by which an election must have been made 
under a provision. 
Sec. 201 (a) (29) (amends sec. 11'0 of the Oode)-charitable, etc., con

tributions and gifts 
Subparagraph (A) strikes out the unlimited deduction for charita

ble contributions, which, by its own terms, expires for taxable years 
beginning after December 31, 1974. 

Subparagraph (B) deletes a special percentage rate by which excess 
charitable contributions front a contribution year beginning before 
January 1, 1970, could be carried over to subsequent taxable years. 

Subparagraphs (C) and (D) eliminate an unnecessary citation and 
bring up to date statutory citations in the cross references at the end 
of sect.ion 170. 

Sec. 201 (a) (30) (amends sec. 172 of the Oode)-rwt operating loss 
deduction 

Subparagraph (A) deletes the special five year loss carryback per
mitted to American Motors Corporation in 1967 (sec. 172(b) (1) (E», 
which has now expired by its own terms. 

Subparagraph (B) strikes out an obsolete effective date provision 
(taxable years ending after December 31, 1953), relating to the defini
tion of net operating loss. 

Subparagraphs (C ) and (E) delete obsolete transitional rules for 
] 953 and 1954, for 1957 and 1958, and for 1955 and 1956. Subparagraph 
(D) deletes a reference to the date of January 1, 1954, which is no 
longer necessary. 

6!l-528-76-2 
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Sec. 201 ( a) (31) (amend8 8ec. 174- and 175 of the 0 ode) -re8em:clL 
and e;eperimental e;ependiture8 and 80il and water con8ervatwn 
e;ependitures 

These amendments delete "the date on which this title is enacted" 
and substitute the exact date, August 16, 1954. 
Sec. 201 (a) (32) (repeaZ8 8ec. 242 of the Oode)-partiaZly tam-e;eernpr; 

intere8t received by corporation8 
Section 242 of the Code is repealed because there are no longer any 

outstanding Federal obligations that pay interest that is partia}ly 
exempt from income tax under that section. (See the correspondmg 
repeal of sec. 35 of the Code, by sec. 201 (a) (3) of the bill.) 
Sec. 201 (a) (33) (amend8 8ec. 243 of the Oode)-dividend8 received 

by corporation8 
Subparagraph (A) adds a citation to the Investment Act of 1958. 
Subparagraph (B) strikes out a parenthetical clause which applies 

only in certain cases in which the taxable year of a member oorpora
tion in an affiliated group began in 1963 and ended in 1964. 
Sec. 201 (a) (34) (amend8 8ec. 247 of the Oode)-dividend8 paid on 

certain preferred 8tock of public utilitie8 
This provision revises section 247 (b) (2) of the Code (defining pre

ferred stock) to make it easier to read. The substance of the de,finition 
is unchanged. 
Sec. 201 (a) (35) (amend8 8ec. 248 of the Oode)-organizational 

e;ependit~tre8 

This amendment substitutes "August 16, 1954" for "the date of en
actment of this title" as the effective date of this provision. 
Sec. 201 (a) (36) (amend8 8ec. 265 of the Oode)-e;epense8 and inter

e8t rreZating to ta;e-e;eempt income 
This amendment strikes out an obsolete reference to tax-exempt in

terest from obligations of the United States issued after September 24, 
1917, and originally subscribed for by the taxpayer. No such obliga
tions paying tax-exempt interest are outstanding. 
Sec. 201 (a) (37) (amends sec. 269 of the Code)-acquisitions made to 

evade 01' avoid income ta;e 
This amendment repeals the presumption of a tax avoidance pur

pose in certain cases where the consideration paid ifor stock or assets 
of a corporation is disproportionate to the total of the adjusted basis 
of the assets of the acquired corporation plus the amount of tax bene
fits obtained through the acquisition (sec. 269 ( c) ). 

This presumption seems to be contrary to the purpose of the provi
sion; i.e., usually tax avoidance motives "ould be more apt to be pres
ent where the value of "tax benefits" was paid for, than they would be 
where the "tax benefits" were not given weight. Moreover, under gen
eral tax litigation principles, the Commissioner's determination of a 
tax avoidance motive is presumptively correct and the burden of proof 
is already on the taxpayer. 
Sec. B01(a) (38) (amend8 sec. 275, of the Oode)-nondeduGtible ta;ees 

This amendment deletes the obsolete reference to corresponding pro
visions of prior, i.e., pre-1954 Code, laws in the provision denying a 
deduction for income tax withheld from wages. 



Sec. 201 (a) (39) (amends sec. 2'78 of the Oode)-capital expenditures 
incurred in planting and developing citrus and almond groves 

Under present law, expenses of planting, cultivating, maintaining, 
or developing a citrus or almond grove, and which are incurred during 
the first four years of the planting of the grove, must be capita.lized 
(rather than deducted as paid on the cash method of accountmg). 
Exceptions to this rule are provided (1) for a grove replanted after a 
casualty loss, and (2) for a grove planted or replanted before Decem
~er 30, 1969, in the case of a citrus grove, or before December 30, 1970, 
m the case of an almond grove. 

The amendment removes the second of these exceptions as no longer 
needed (since the four-year period has now expired in those cases). 
Sec. 201 (a) (40) (amends sec. 281 of the Oode)-terminal railroad 

corporations 
Subparagraph (A) inserts a citation to the Interstate Commerce 

Act. 
Subparagraph (B) strikes a transitional provision applicable to 

taxable years ending before October 23, 1962. 

Subchapter C. Corporate distributions and adjustments 

Sec. 201 (a) (41) (amends sec. 301 of the Oode)-corporate distribu
tions 

This provision repeals section 301 (e) of the Code, which relates to 
distributions out of certain eal'llings and profits by corporations which 
were classified as personal service corporations under the Revenue 
Acts of 1918 or 1921. It is not believed that there are any such corpo
rations that have not already distributed the eal'llings and profits to 
which this section applies. 
Sec. 201 (a) (42) (amends sec. 311 of the Oode)-taxability of cor

poration on distribution 
Subparagraph (A) corrects a clerical errol' in subsection (d) (1) 

which occurred in 1969 when the two words "a gain" were erroneously 
printed as "again". 

Subparagraph (B) strikes out one of the exceptions to the general 
rule of subsection (d) (1) requiring recognition of gain at the corpo
rate level on a redemption distribution of appreciated property. The 
deleted exception relates to certain distributions required to be made 
before December 1, 1974. 

Subparagraph (C) strikes out two unnecessary statutes-at-large 
citations. 
Sec. 201 (a) (43) (amends sec. 312 of tlw Oode )-effect of distributions 

on earnings and profits 
Subparagraph (A) makes two clerical corrections in replacing ref

erences to "this Code" with references to "this title." 
Subparagraph (B) deletes a subsection providing rules for comput

ing eal'llings and profits with respect to distributions by personal serv
ice corporations under the 1939 code. Since eal'llings and profits adjust
ments for a taxable year are based on the Jaw applicable to that year, 
this amendment does not affect the current taxable year and future 
years. 
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Subparagraphs (C) and (D) strike out effective dates that do not 
apply to current taxable years. 
Sec. 201 (a) (44) (amends sec. 888 of the Oode)-eZection as to recog

nition of gain in certain liquidations 
This amendment strikes out an obsolete effective date provision 

( June 22, 1954) relating to adoption of a plan of liquidation of a 
corporation. 

Sec. 201 (a) (4-5) (amends sec. 384 of the Oode)-basis of property re
cei'L'ed in liquida-t'i,ons 

This amendment deletes an obsolete effective date provision (June 22, 
1954) relating to adoption of a plan of corporate liquidation. 
Sec. 21)1 (a) (46) (amends sec. 337 of the Oode)-gain 01' loss on sales 

or exchanges in connecti011 with certain liquidations 
These amendments delete obsolete effective date provisions (June 22, 

U)54, and .T anuarv 1, 1958) relating to adoption of a plan of corporate 
liquidation. • 

Sec. 201 (a) (47) (Tepeals sec. 342 of the Oode )-liquidation of cel'tain 
foreign pe1'8onal holding companies 

This amendment repeals the provision taxing, as short-term capital 
gain, gain on the liquidation of certain corporations that were foreign 
personal holding companies in 1937. The corporations affected by this 
provision were given a chance to liquidate at long-term capital gain 
rates for a period after this provision was enacted, and again in 1954 
through 1956. Moreover, the rule does not apply to sales of stock, and 
long-term capital gain rates could be obtained by selling the stock 
rather than lifluidating the corporation. It seems likely that the provi
'Sion will rarely, if ever, be applied, and therefore is deleted as unim
portant and rarely used . 
.Bec. 201 (a) (48) (amends sec. 351 of the Oode)-transfer to controlled 

corporations 
These amendments strike out an obsolete effective date (June 30, 

1967) and a transitional rule. They also make explicit the rule of 
present law that a transfer to an investment company (a so-called 
"swap fund") is not accorded tax-free exchange treatment under sec
tion 35l. 

.Bec. 201(a) (49) (repeaZs sec. 363 of the Oode)-effect on earnings 
and profits 

This provision repeals an unnecessary cross reference provision re
lating to the effect on earnings and profits of corporate organiza
tions and reorganizations. 

,Sec. 201 (a) (50) (amends sec. 871 of the Oode)-reorganization in 
c61'tain 1'eceivership and bankruptcy proceedings 

_. These ~me.ndments strike out unnecessary citation references and 
lllsert a CItatIOn to the U.S. Code. 

Sec. 1301 (a) (51) (amends sec. 37£ of the 0 ode) -basi8 in connection 
'with certa:in receive1'8hip and banlc7'uptcy proceedings 

This amendment strikes out an unnecessary citation reference to 
the Statutes at Large. 
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Sec. 1201 (a) (52) (repeal8 8ec. 3{'3 of the Oode)-l088 not recognized 
in certain railroad reorganization8 

This provision repeals the provisions for nonrec~gnition of los~ on 
transfers made before August 1, 1955, in certain raIlroad reorgamza
tions, pursuant to a court order. The related basis provisions are mov:ed 
to section 374(b) of the Code by section 201(b) (12) (B) of the blll. 
Sec. 201 (a) (53) (amend8 8ec. 3'74 of the 0 ode) -gain or l088 not recog-

nized in certain railroad reorganizabion8 
This amendment revises a citation to the Bankruptcy Act to con

form to current practice. 
Sec. 201 (a) (54) (amend8 8ec. 381 of the Oode)-carryover8 in certain 

corpomte acquisition8 
This amendment deletes an obsolete provision clealing with the 

deduction by the acquiring corporation of contributions to a pension 
plan made by its wholly-owned subsidiary whose assets were acquired 
in a liquidation subject to the 1939 Code. 
Sec. 201 (a) (55) (repeal8 8eC8. 391 through 395 of the Oode)-effective 

date of 8ubchapter 0 
This section strikes out the effective date provisions of subchapter C 

of chapter 1 of subtitle A. These provisions are not needed for trans
actions occurring after the effective date of the repeal (i.e., taxable 
years beginning after December 31,1975). 

Subchapter D. Deferred compensation, etc. 

Sec. 201 (a) (56) (amend8 8ec. 401 of the Oode)---relating to require
ment8 fol' qtlalification of certain retirement plans 

Subparagraphs (A), (B), and (C) replace references to "the date 
of enactment of the Employee Retirement Income Security Act of 
1974" or to "enactment of the Employee Retirement Income Security 
Act of 1974" with that clate of enactment (September 2,1974). Sub
paragraph (D) corrects an error in margination. 
Sec. 201 (a) (57) (amend8 8ec . .40£ of the Oode)-taxability of bene~ 

ficiary of employee8' trust 
Subparagraph (A) replaces an obsolete citation and it replaces 

four references to "basic salary" by references to "basic pay", in con
forming Code provisions relating; to Civil Service retirement laws to 
changes in those laws made by Public Law 89-554 in 1966. 

Subparagraph (B) deletes from the Code subsection (d) of sec
tion 402, an obsolete provision pertaining to certain trust agreements 
made before October 21, 1942. 

Subparagra ph (C) amends section 402 ( e) (4) (A) to make clear the 
intent of Congress in enacting the Employee Retirement Income Se
curity Act of 1974 that the distribution of an annuity contract is not 
in and of itself to be treated as a taxable lump sum distribution, al
though the value of the contract can affect the amount of tax imposed 
on account of distributions of other property. This amendment is made 
retroactive to the effective date of the lump sum distribution taxation 
provisions of the 1974 Act. 
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Seo.1201 (a) (58) (arnend8 8eo. 4-03 of the Oode)-1'oZlover of employee 
annuitie8 

This provision corrects an error in margination made in ERISA. 
Seo. 1201 (a) (59) (amend8 8eo. ¥J4 of the Oode)-oertain deductions 

for oontributions to a pen8ion plan 
This provision repeals section 404 ( d), which permits limited carry

overs of certain pension plan contribution deductions from 1939 Code 
years to 1954 Code years if the carryover deductions would have been 
allowable if the 1939 Code provisions had remained in effect. It is be
lieved that any such eligible carryovers have by now been used or lost. 
Seo. '201 (a) (60) (amend8 8eo. 4-10 of the Oode)-minimum partioi-

pation 8tandard8 
Subparagraph (A) is a clerical amendment to conform to current 

drafting style. Subparagraph (B) substitutes "September 2, 1974:" 
for "the date of enactment of the Employee Retirement Income Secu
rity Act of 1974". Subparagraph (C) substitutes "September 1,1974" 
for "the day before the date of the enactment of this section". 
Seo. 201 (a) (61) (amend8 8eo. 4-11 of the Oode)-minim;u.m ve8ting 

8tandard8 
Subparagraph (A) makes a change in wording 'to conform to cur

rent drafting style. Subparagraph (B) in three places substitutes Sep
tember 2, 197 4, for references to the date of enactment of ERISA. Sub
paragraph (C) corrects a typographical error in a heading. Subpara
graph (D) also twice substitutes September 2,1974, for references to 
the date of enadment of ERISA. SU'bparagraph (E) substitutes "Sep
tember 1, 1974" for a reference to the day before the date of enactment 
of ERISA. 

Seo. 201 (a) (62) (amend8 8ec. 4-12 of the Oode)-minim;um funding 
8tandard8 

Subparagraph (A) substitutes "September 1,1974" for 'a reference 
to the day before the date of enactment of ERISA. SubparagI'aph (B) 
substitutes "September 2, 1974" for a reference to the date of enact
ment of ERISA. 

Seo. 201 (a) (63) (amend8 8eo. 4-14- of the Oode)-definition8 and 8pe
oial rule8 

This amendment substitutes "September 2, 1974" for a reference to 
the date of enactment of ERISA. 

Seo. 201 (a) (64-) (amend8 8eo. 4-15 of the Oode)-limitations on bene
fit8 and oontribution under qualified plans 

These amendments correct clerical errors in ERISA. 
Subchapter E. Accounting periods and methods of accounting 
Seo. 201 (a) (65) (amend8 8eo. 453 of the Oode)-installment method 

Subparagraph (A) is a -clerical amendment substituting a reference 
to the 1954 Code for an erroneous reference to the 1939 Code. 

Subparagraph (B) corrects a grammatical error by striking the 
words "or section" which improperly appear in a list of Code sections. 
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Sec. ~Ol(a) (66) (amends sec. 455 of the Oode)-prepaid 8ub8cription 
~ncome 

This amendment strikes out an obsolete effective date provision (tax
able years beginning after December 31, 1957) relating to an election 
to have sootion 455 of the Code apply to certain prepaid :subscription 
income of the taxpayer. 

Sec. 1201 (a) (67) (av'Wnd8 8ec. 456 of the Oode)-prepaid due8 income 
of certain member8hip oTganization8 

This amendment deletes an obsolete effective date provision (taxable 
years beginning after December 31, 1960) relating to an election to 
have section 456 of the Code apply to certaill prepaid dues income of 
the taxpayer. 

Sec. 201 (a) (68) (amend8 8ec. 461 of the Oode)-general rule for tax
able year of deduction 

Subparagraph (A) deletes the obsolete transitional rule relating to 
~leduction by an accrual basis taxpayer of real property tll;xes deduct
Ible under the Internal Revenue Code of 1939 or deductIble for the 
taxpayer's first taxable year which began after December 31, 1953. 

Subparagraph (B) deletes an obsolete effective date provision (tax
able years beginning aft.er December 31, 1953) relat.ing t.o an election 
with respect to t.he deduct.ion of real propert.y taxes by a taxpayer using 
an accrual met.hod of account.ing. 

Sec. 201 (a) (69) (a1JU3nd8 8ec. 481 of tlw Oode)-adju8tment8 required 
by change8 in 1JU3thod of accounting 

These amendments delete special provisions which provide t.hat 
certain adjustments attributable to pre-1954 Code years resulting from 
a change in method of accounting be taken into account over a 10-year 
period beginning with the year of change. These provisions do not 
apply with respect to changes in met.hods of account.ing made in tax
able years beginning after December 31, 1963, and are therefore 
obsolete. 

Sec. 201 (a) (70) (amend8 sec. 508 of the Oode)-8pecial rules for 
certain exe'mpt O1'ganizations 

Subparagraph (A) strikes provisions stating that the time for new 
organizations to give the required notice to the Secretary regarding 
section 501 (c) (3) status and private foundation status shall not ex
pire before the 90th day after the day on which regulations first pre
scribed under section 508 (a) and (b) 'become final. Those regulations 
became final on December 21, 1972. 

Subparagraph (B) deletes a special rule for private foundations or
ganized before January 1, 1970. This rule applies to taxable years 
beginning before January 1, 1972. Subparagraph (C) is a conforming 
amendment to the changes made by subparagraph (B). 

Sec. 201 (a) (71) (amends sec. 514 of the Oode)-unrelated debt
financed inco1JU3 

Subparagraph (A) strikes out a transitional rule that applied to 
taxable years beginning before J annary 1, 1972. 



Subparagraph (B) strikes out the lengthy definitions of "business 
lease" and "business lease indebtedness". These definitions are needed 
only in connection with a rule of limited application set forth in sec
tion 514(b) (3) (C) (iii) and in the rule deleted by subparagraph (A). 
These definitions are replaced in subparagraph (0) with an appropri
ate reterence to prior law. 

Subparagraph (D) strikes the term "premises" from a definitional 
section because that term is no longer used in section 514. 

Subchapter G. Corporations used to avoid income tax on 
shareholders 

Sec. 201 (a) (72) (amends sec. 534 of the Oode)-bwoden of proof 
with respect to the accumulated earnings ta:e 

These amendments delete the obsolete transitional rules providing 
tor the retroactive application ot the 1954 Code burden of proot re
quirement with respect to the accumulated earnings tax to proceedings 
involving 1939 Code years. 

Sec. 201 (a) (73) (amends sec. 535 of the Oode)-accumu.lated taxable 
income 

This amendment strikes out a reterence to 1939 Code excess profits 
taxes that have been repealed. 

Sec. 201 (a) (74) (wn.ends sec. 537 of the Oode)-reasonable needs of 
the business 

These amendments strike out an internal effective date provision 
(May 26, 1969) relating to the definition ot excess business holdings 
redemption needs. 

Sec. 201 (a) (75) (amends sec. 542 of the Oode)-defin:ition of personal 
holding company 

Subparagraph (A) strikes out a provision that prevents certain 
exempt organizations trom being treated as individuals for purposes ot 
the personal holding company definition. The provision applies only it 
the organization owned all ot the corporation's common stock and 80 
percent ot its other stock at all times on or aIter ,r uly 1, 1950. It is likely 
that these corporations have been liquidated since 1955, when this pro
vision was enacted, because income trom investments would be taxable 
if held in such a corporation but would be tax-trc~c if held by the 
exempt organization directly. 

Subparagraph (B ) amends a provision limiting the ability ot a 
consolidated group to compute its personal holding company tax on a 
consolidated basis. The amendment strikes out un exception for groups 
ot railroad corporations that would be eligible to file a consolidated 
return under the provisions ot the 1939 Code before its amendment 
in 1942. It appears that this exception is no longer needed, since it 
would apply only to a group ot railroad corporations that files con
solidated returns and meets the five-or-tewer-shareholders test. 

Subparagraph (C) amends a cross reference to contorm to the 
amendment ot section 7701 (a) (19) by the Tax Reform Act of 1969. 

Subparagraph (D) adds a U.S. Code citation to conform to current 
practice. 



See.1301 (a) (76) (amends sec; 545 of the Oode)-undistributeri per'" 
sanal holding company ineome 

Subparagraph (A) strikes out a reference to repealed 1939 excess 
profits taxes. It also eliminates a. provision permitting a. personal hold
ing company thatdedueted taxes on the cash basis during 1939 Code 
years to continue to do so until it makes an irrevocable election to use 
the accrual basis. It seems unlikely that a significant number of com
panies have not elected to accelerate their deductions by using the 
accrual basis. 

Subparagraph (B) strikes out a provision allowing the deduction 
of am bunts used or set aside to retire indebtedness incurred before 
1934. It seems likely that virtually all of thisindebtedhess has'uow 
been retired. 

Subparagraph (C) strikes out "the date of enactment of this sub
section" insection 546(c) (2) (A) and substitutes the exact date {Feb;-
ruary 26, 1964). " 
See. 1301 (a) (77) (amends see. 5lp7 o/the Oode)----'-deWuction for defi-

ciency dividends ' 
'Fhis amendment deletes a 1954 Code effective date provision that is 

no longer'needed. . 

Sec. 1301 (a)(78) (amends see. 551 of the Oode)-ioreignp{rsor11il, 
holding cOmpooies ' 

This clerical amendmentinsert£ 'a word ("income") erroneously 
omitted from this section. 

8ec.1301(a) (79) (amends 8ee. 556 of the' Oode)-undistributed fOr-
eign personal holding company income' , 

This amendment deletes a rererenceto 1939 Code excess profits'taxes 
thatha vebeenrepealea; , , ", , 

Sec. 1301 (a) (80) (amends 8ec. 56lyoJthe Oode)----'-dividend carryover 
This amendment strikes, out a, transitional provisionxelatirig:to 

divi,~end carryovers from pre-1954 Code years forpurp'0ses of::,com~ 
putting the dividends paid 'deduction of a personal holding company. 

Subchapter H. Banking institutions 

See,~1 (/k) (81) (r>epeals8eo. 583 of the Oode )----'-deduetiOifrlJ of 8i1f-
idends paid on certain preferred stock " ' 

This amendment strikes out provisions relating to dedu,cniQhsof 
dividends paid on certain prefened stock by banks or trust companies. 
It appears tl),at;;none of this stoGk is now outstanding and thatth~e 
provisionsaretto longer needed. :' , '. , " " : 
Sec. ~01( a) (82}, (repeals sec. 591Z of'the {Jode )----'-deductioni 101' ",epa'!f~ 

mentof ce1'tfl,in loans , ' 
This paragraph' repeals the provision allowing'Ceriain mutual sav~ 

jngs,banks to deduct certain repayments of pre"SeptembeI:'l, 19'51; 
loans. All the loans described in the section have been repaid and'there-' 
foretM provision isnoli:mger applicable. ' 

69-528-76~3 
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See. '201 (a) (83) (amends see. 593 of the Ooae)-rese1'Ves /01' l088es 
onwans 

· Subparagmph (A) str~kes outth,e applicabl~ percentag~ tobe used 
by mutual savmgs banks m computmg theaddlhon to reserves for bad 
debts under the percentage of taxable income method for years 1969 
through 1975. '. '. . •. 
. Subparagraph (B) .deletes the obsolete portions of paragraphs (2) 

.through (5) of section 593 (c), which deal with the requir~dll-llocation 
of the bad debts reserves of mutual savings banks on December 31, 
1962. 

Subparagraphs (C) Imd (D) strike out a transitional rule. for a 
taxable year beginning in 1962 and ending in 1963 that deals with the 
treatment of bad debts reserves of mutual savings banks and make an 
internal conforming change. .,... 

See.' '201 ( a)( 84) (repeals sec. 6010/ the Oode )~spedal tieauetion jor 
b(J;nk affiliates. . . ' .. 

· This paragraph repeals a special deduction' allowed bank affiliates in 
computing the accumulated earnings tax and the persOnal· holding 
company tax. The deduction is for the amount of earnings and profits 
required to be invested in a reserve of readily mark~tl,l;bleassetsunder 
the Banking Act of .1933. This requirement was.eliminated.in 1966, 
and there is now no requirement that such a reserve be maintained. . 

Subchapter I. Natural resources 

See. '201 (a) (85) (amends see. 613A of t~ Ooae)-ilepletionjo1' oil 
· and natUl'al gas /1'0'ln seeondanJ or tertial'Y processes . .. . 

Subparagraph (A) eliminates.a reference to a subparagraph of the 
Code that was deleted by Public Law 94-12, the Tax Reduction Act of 
1975 (sec. 613(b) (1) (A) of the Code). The present section 613(b} (1) 
(A) was, prior to that act, section 613(b) (1) (B). '. . . 

Subparagraph (B) also corrects a clerical error in that act. . 

Seo~ '201 (a) (86) (amends see. 6140/ the Ooae)~efinition olprop~ 
~y • : 

These amendments strike out complex and seldom used provisions 
relating to recapture of taxes saved by delaying an election to aggre
gate mineral properties from the' date of first exploration to th~ date 
of development of thltmine. . 

See. '201 (a)(87) (1'epealssee. 615 olthe Ooae)-:pre-1970explo'ration 
expenditu1'e8. . . .' 

This amendment repeals section 615 of the Code, which provided 
a deductioll for certain mineral exploration expenditures paid or in
curred before January 1, 1970. Although a taxpayer could elect under 
section 615(b). to defer the deduction of such pre-1970 expenditures 
until the units of produced ores or minerals discovered by reason 
of such expenditures were sold, it is believed that no such elections 
are in effect. . , 

Conforming amendments include the addition of a new subsection 
(i) to section 617 of the Code. This new subsection (i) preserves the 
rules (formerly set forth in section 615(g) (2», which provide that 
amowlts deducted Ul1der.section 615 with respect to mineral property 
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bythetra.nsferoc of such property win be subject to recapture by the 
transfereein certain circmnstances under section 617 . " 

\,', ',' -' , .' . . 

Sec. fdOl(a) (88)' Aamends sec. 617 of the Oode)~eduction and 1'e
capture oj certain miningewploration ewpenditures 

This amendment strikes out a provision allowing the revocat:i(m 
withoutcOtiSent of an election if the revocation 'was made within 3 
monthsaiter the month in which final regulations were published 
underseption617(a) of the Code. Such.regulationswere puhlished 
onJ"lJ,~,3p,1972, so this provisionis po longer :r.eeded. 
Sec. fdOl (a)( 89) (repeals sec. 632~j the Oode )~nrwimul1~ tawon 

sales of certain oil orgas poperties 
This amendment strikes out a provision (sec. 632) which limits to 32 

percen~ the tax on sales of oil or gas properties the principal value of 
w hicll' has been, demonstrated by prospe.«ting or discovery done by the 
taxpayer himself. To qualify, the taxpayer must be an individual, not 
a corporation. ' , 

This provision was enacted in 1918 to encourage oil and gas develop.:. 
ment and to lower the tax rate on such a sale in view of the years that 
might be consumed in discovery work prior to such a sale. This provi
sion was deleted in 1934, but reinstated in 1936 t6encourage individ
uals iri.:oompetitionwitncorporaiions' a:ndbecal1~Congress ,believed 
tlutt.i>he 1934 del~ion had discouraged sales of su<:;h properties. 

Before 1969 this section was probably seldomu&ld because the 2:)~ 
percent alternative capital gain, rate was lower than the maximum tux 
rate under section 632. In ,the Tax Reform Act of 1969, Congress in
creased, the maximum capital gain tax rate for individuals to 35 per,.. 
cent. Congress did not then intend to create a preference rate which 
is lesstiian the general maximum capital gain rate., 

Subcltapt~r J. Estates, trusts, ben~ftciarieS, and decedents 

Sec. 201 (a) (f}{) (repeals sec. 6830/ the coq,fj).,--application of PI1fl't I 
of 'estate and trust proviisions 

This provision repeals the obsolete effective date provisions forpurt 
I of sl,lqchapterJ of chapter 1. '" , ' 
Sec. 1301(a) (91) (I1fInend8,sec;691 of theOode)~income inrespt,ct of 

decedents' , ", \ 
Thi,.<; a.mendnren't strikes out a reference tQ an obsol~teElffectivedatl~ 

provision (sec. ,683 of the Code) which is repealed by~ctioIP20f{ it)' 
(90) of. the bill. 

Sea. 1301 (a) (92) (amends sec. 692 of the Oode)~inbersofthe 
, A'l'fl1U3d Forces dying during aninduetwn period' ,', 

This is ~ clerical amendment changing "on" to "of" in theh~ading 
of the sectIOn. ",.' ',' , 

~,. ,. 

Subchapter K. Partners and partnerships 

8ee.fJ01(a) (93) (amendl! sec. 751 0/ the Oode)~pr'Ope'l'tie8 t'O be 
tr.eatltt1y:al{"'Unl'eali~etl;receivables.,", ';' . ' 

This·~nieiidlh~nt:· eliniinat¢s.' a'.derid~~.err6rwhich retaiIl~(l ~ii 'l.lrt .. 
necessary word ("or") in' a listihg of Code sections. ' . 
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Sec. 201 (a)(9.4) (1'epealssec. 771 of ,the Oode)-effep#!V.e d(lfe .. f[!'lYr 
vision of subchapter K '. ,... ' ,:", 

This provision deletes the obsolete effective date provisions(gen~ 
erany, December 31, 1954) for subchapter K or chapter 1 (relating to' 
partners and partnerships) .. The repeal of Code section 771(b) (;1) 
(relating to adoption of taxable year ) does ndtreqmi'e'aRy:existing 
partner or partnership to tihange to a different ta,xable yea:r or chan?,;e' 
his (or its) manner of reporting income. Thus, for example; ifaneKiBt
ing partnership adopted a fiscal year beginning before April 2, 1954; 
and an individual who subsequently becomes a principal partner in 
that partnership adopts a taxable year that is different from that. of 
the partnership, the repeal of section 771 (b) (l) by the bill does not. 
require either the principal partner or that partnership to change to 
the taxable year of the other. '" 

Subchapter L. Insurance companies 

Sec. 201 (a) (95) (amends sec. 802 of the Oode )-tax on Ufe insUrance 
comp'a'J'l-ies' . 

Subparagraph. (A). deletes an obsolete effective date provisioIi (t~x:;' 
able years beginning after December 31, 1957) relating to the imposi-
tion of tax on a life insurance company. . 

Subparagraph (B) deletes an obsolete effective date, provision(tax~ 
able years beginning after :December 31, 1961 )relating to<the alterna
tive tax in the case of capital gains of a.life insur~nce coinpany: .. ' . 

Subparagraph (C) deletes an . obsolete special rule for 'COIl1Puting 
thetax for a taxable year of a life insurance company beginni~gin 
1959 or 1960. . . .'. ._' 

Sec. 201 (a) (96) (amends scc.80.4of the Oode) .,-tamable irwestmen,t 
income 

Subpatagraph '(A) strikesout a special rnle''Which, in :e:ffect,. pro
vides for any adjustment necessary to prevent a life insurance, com
pany from being taxed oil tax-exempt ihterestor dividends qualifying 
for a dividends received deduction. This special rrileissnrp1usage 
because the basic lifeinsl1rance company tax provisions have' been held 
to prevent the imposition of tax on these items. ' 

Subparagraph (B) strikes out an internal effeetivedate proiVision 
(taxable years beginning after December 31, 1958) relating to the 
computation of life insurange yompany gross investm~nt income., 
See. 201(a)(97) (amendsseo. 805 of the Oode)-poUcy anq,(}the!f 

contract liability requirements·· . 
Subparagraph (A) strikes out an obsolete provision pertain.ing to 

the earnings rate of life insurance compaJties for taxabJe yearspegin-
ningbefQre January 1, 1958. . . .. ' . . - . . ...... _ 

Subparagraph' (B) strikes out a parenthetic!)'l clause which pro
vides that the adjusted basis of certain assets which a life itrsfirnnce 
company must take into account in computing its tlL"!{able income is 
determined without regard fo the fait market vallIe of the assets on 
J?ecember 31, 1958. This ~lause was ~urplusage. when e~acted all~ c9u
tmues to be surplusage smce the adJusted basIs of thesy a~sets IS not 
a~ect~dby their fair market value on Deceinber 31, 19'58., '. 



-C(;1$libparagf3,p1i~ (en . striKes 'out . tra.nsitional rules, relating'to. the 
'RIUount taken mto account as pefislonplan' reserves, for tax;able years 
beginning after December 31, 1957, and, be£cireJanuary1, 196L -
See;'~01'(a) (98) (ctJmendssec. 809 oj the Oode)-gain andZo88 from 

operations -. 
Subparagraph -(A)strikes'outa special rule which, in effect, pro

'Vid-es for any adjustments necessary to prevent a·life inSurance com
'pany from being taxed on tax-exempt interest or dividends qualifying 
for a dividends received deduction. This special rule is surplusage 
'because the basic life insurance company tax provisions have been held' 
tb prevent the imposition of tax ontheseitems. '. 

~ubparagraphs (B) and (C) strike out obsolet-e provisions relating 
to certain deductions for distribution!? made during the period 1958 
through 1962. 
Sec-. 201 (a) (99) (amend8 8ec. 812 of the Oode)-operations l088 

-, deduction 
This amendment strikes out obsolete transitional rules relating to 

years before 1958 to which operating losses of a life insurance com· 
pany could be carried. An obsolete internal effective date (taxa.bIe 
Y{lars beginning aiter December 31, 19:58) is also deleted. 
Sec. 201(a) (100) (amend8 8ec. 817 of the Oode)--1"ule8 relating to 

, . ". certain gains and l088es 
These amendments strike out special rules relating to capital losses 

of lifeinsurance.companies incurred in taxable years beginning before 
,January 1, 1959, and reinsurance transactions of life insural),Ce.com
panies occurring in 1958. 
Sec. 201 (a) (101) (amend8 sec. 818 of the Oode)-ac(}ounting pro· 

'viswns ,..,'; . 
This amendment deletes transitional rules applicable to chang(,B in 

a life insurance company's method of accounting from its taxable year 
1957 to its taxable year 1958. ',-

Sec. '201 (a) (102) (amends 8ec. 819 of the Oode)-foreign life in8ur
anoe companie8 

,.' Subparagraph (A) strikes out a transitional rule fur taX'ableyears 
beginning before January 1, 1959. 

Subp'aragraphs (B) and (0) make internal conforming amend· 
ments. 
- . . . 

Sec. 201 (a) (103) (amend8 sec. 820 ojthe Oode)-.optional,treatment 
of certain reinsurance policies 

. 'I'hE>$ amendments delete· an obsolete provi~ion relating to. a life 
insurance company's treatment of a reimbursement of Federal income 
tax fora taxa:ble year beginning before 1958. 
Sec; 201 (a) (104) (amends see. 821 of the Oode)-tam on mJUtual in-

surance companies . 
. Subp'aragraphs (A) and (B) strike out obsolete internal effective 
da~s (taxable years:!beginning after December 31, 1963) relating to 
the:imposition of tax. ....... . 
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Subparagmph ,(G}strrke~; out an obsolete transit~al, t,ule 'fur. tax
able years. beginning 'afte~ .December :31,~OO2,a~d be,f.or(f Jan,u,ary: J, 
1968 relatnig to underwrItmg losses of mutual msurancecompames. 
~e(J.,laOJ«(JJ(106) (amends sec. 89J9Jof t~,Oode)-determinatianof 

tamable investment inaome " 
Subparagraph (A) strikes out an obsol~ reference to tax-e~empt 

income from obligations of the United States issuedaft~r. Septem
bel' 24,1917, and origillally subscdbed for by the taxpayer. No such 
obligations ,that pay itJax-e~empt inte,restare, oJl~tap.Wng~, ' 
, ' Subparagrruph eB ) Strikes outandbsolete internal effective date 
(taxahle years beginning 'after December 31, 1962) relating to accrual 
of discount on bonds. . 

Sec. 201 (a) (106) (amends sea. 825 of the Oode )--1J;nused loss dedua
tions 

These amendments strike out an obsolete transitional date (taxable 
years beginning before January 1, 1963) relating to taxable years to 
which or from which certain unused losses may be carried. 
Sec. 201 (a) (107) (amends sea. 831 of the Oode)-taw on certain 

insuranoe aompanies 
This amendment makes a clerical change, changing the word "or" 

to "on". , 
Sec. 201 (a) (108) (amends sea. 832 of the Oode)-insurarice company 

'tamable inoome ", 
These amendments conform the name of the National Association 

of Insurance Commissioners by substituting "Association" for 
"Convention." 

Subchapter M. RegUlated investment companies and real 
estate investment trusts 

Sea. 201 (a) (109) (amends sec. 851 of the Oode)-definition 0/ regu-
, lated investment aompany , ' 

Subparagraph (A) makes a clerical change to conform a citation 
to other citations in the Code. 

Subparagraph (B) strike out an absolete effective date (taxabl~ 
years beginning after DeceJIloor 31. 1941) ,relating to the ,'tinie for 
making an election to be a regulated investment company. 
Sec. 201 (a) (110) (amends sec. 852 of the Oode)-tamation ojregu

lated investment companies and their shareholders 
Subparagraph (A) strikes out a special rule, relating to the deduc

tion for dividends paid, that applieS only to taxable years beginning 
beforeJ anuary 1, 1975. 

Subparagraph (B) deletes a transitional rule relating to an adjust
ment of the basis of the shares of a shareholder of a regulated invest
ment company based upon a percentage of the amount ofundistributed 
capital gains includible in the shareholder's income. The amendment 
deletes provisions relating to taxable years beginning before Janu
ary 1.; 1971. A special ruleis provided so that theameIidment made by 
subparagraph (B), shall ,not be considered to affect the amount of any 
increase in the basis ofst~kunder the provisions of section 853 (b) (3) 
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("B)(iii)' of the Code which is based upon amounts subject to tax: 
undersootion 1201 of the Code in taxable yeal'S beginningbefor6J"an-
uarylf 1975~' ," ,,' . 
Co~~paragraph (C) adds acitationreferenoo to the United States 

Sec.IDl(a)(111) (amends sea. 856 of the Oode)-deji.tnition of Teal 
. est~te investment tr'USt 

, 'Subparagraph (A) strikes out· an obsolete internal eWective.date 
(ta~ableyears beginning after December 31, 1960) relating to an elec
tion to be areal estate investment trust. 

Subparagraph (B) inserts a citation reference to the United States 
Code. 
8ec.20i(a) (112) (amends sec. 857 of the Oode)-tamation of real 

estate investment t1WSts and their beneficiaries 
This amendment strike,s out a special rule, relating to the deter

mination of the deduction for dividends paid, for taxable years begin-, 
ning before January 1,1975. 

SubchapterN. Tax based on income from sources within or 
without the ,United States 

Bec.f301 (a) (113) (amends sec. 864 of the Oode )-definitions 
These amendments and conforming amendments change' the terms 

"sale" and "sold" to "sale or exchange"and "sold or exchanged", 
respectively each place they appear in part I of subchapter N of chap-:
ter 1 ·of the Code. Definitions of the term "sale" as including "ex
~hange" and "sold" as including "exchanged" are then eliminated from 
section 864. , 
Sec. 201 (a) (114) (amends sec. 904 of the Oode)-limitation on/or-

eign tam credit· . 
Subparagraph (A) strikes out an obsolete clause limiting theelec

tion of the overall limitation to the foreign tax credit to taxable years 
beginning after 1960 and permitting taxpayers. who had elected the 
overall limitation tD revoke that election for their first taxable year 
beginning after December 31, 1969. ' 

Subparagraph (B) strikes ont the reference to the right ,to revoke 
the election for the first .taxable year beginning after December 31, 
1969, provided in subparagrllph(A). . , 

Subparagraph (C) strikes out provisions limiting carrybacks to 
years beginning after 1957 in cases of payments of foreign taxes in 
excess of the applicable foreign tax credit limitation. 

Subparagraph (D) deletes obsolete 1962 transitiona1 rules for 
carrybacks and carryforwards of foreign t~x payments in excess oIthe 
applicltble foreign tax credit limitation. 
Sec. 201 (a){115) (amends sec. 905>0/ the Oode)-proof offOr'eign 

tam credits 
This amendment deletes a special foreign tax credit rule relating to 

the treatment of taxes imposed by the Uhited.Kingdomwith·respect 
to scientific and industrialrqyaltie~ The treatment of these taxes is 
dealt with in the United States-United Kingdom income tax conven
tion and accordingly the special Code provision is no longer necessary. 
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Sec. 201 (a) (.116) (amends see. 911~ of theOode)~t@.ati()1l,o!non
cash rernunerationJrom sQurces witfl,ou,t the Unite!t States 

This amendment strikes out obsolete rules dealing with.eertain non
cash remuneration received in taxable years ending in 1963, 1964, or 
1965. 

Sec. 201 (a) (11'7) (amends sec. 921 of theOode)-lVestem Hemi-
8phere Trade Oorporations ' 

This amendment strikes but an obsolete provision relating to the 
determination of whether corporations met certain requirements of 
the 1939 Code in taxable years beginning before January 1, 1954; . 

Sec. 201 (a) (118) (amend88ec. 931 of the Oode )-income from 80UrCeS 
within United States posses8ions 

Theseamendments strike out an obsolete provision relating to citi
zens who were captured by the Japanese in the Philippine Islands dur
ing W orId 1Var II. 
See: 201 (a) (119) (amend8 sec. 93.4 of the Oode)-ta'w liability in

curred to the Virgin/8land8 
nis ,amendment strikes Ollt a provision, indicating that Oimounts 

received within the United States cannot be exclllded from'income by 
Virgin Island law pursuant to section 934. This was originally in
tended as a source of payment rule, but, as a result of misinterpreta
tions, it no longer serves any purpose in tax law~ 
See. 201 (a) (.120) (amend8 8ec.951 of the Oode)--amount&inclitded 

in gr08s income of United State8 8harelwlders ' , 
,·Thisamendment strikes out an obsoleteeffecti've date provision 
(taxable years beginning after December 31,1962) for this s(iction. 
Sec. 201 (a) (121) (repeal8 sec. 972 of the Oode)-consolid(J,tion of 
'. group of eaJport corporations . " .' 

This paragraph repeals the provision which allows the consolidation 
of export tmde corporations for purposes of the exception from sub
part F treatment (relating to certain income of controlled foreign cor
porations) which is provided for certain export-related income of these 
corporations. This provision haB been little used in the past and is not 
currently being used. ". 

Sec. 201 (a) (.122) (amends 8ec. 981 of the Oode )--election as to treat-
ment of income 8ubject to foreign comm'l,l,nity property laws, 

. These amendments. strike out an obsolete effective date prot;ision 
(taxable years beginning after December 31, 1966) and delete special 
rules relating to elections with respect to certain foreign community 
incolPcein taxable years beginning before January 1, 1967. 

Subchapter O. Gain or loss on disposition of property 

Sec. 201 (a) (123) (amend8 8ec. 1001 of the Oode )-dete'f"lhination of 
amount of and recognition of gain and l088 

, This amendment transfers to section 1001 ( c) of the Code the rules 
relating to recognition of gain or loss now in section 1002 of the. Code. 
A conforming amendment repeals section 1002. ~.. . . . 
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See .. 201(r;) (1~M) .(ameryls se(J.l01~ of the Oode)-basUJol,p'l'f(~rty 
aegu1,red by ·g'Zfts~ tr~fers 'Zntrust .' '. .. 

Th~ amendments:substitnte"September2,1958"for .th~ references 
tp "the date of the8;llleJl.dment of the·TeelmicalAmendments 1\£t,&f 
1958'~as.th:e eireclive:4ateof section 1Q15 (d). 
See. 201(a) (125) (a:rnends see. 1016 of the Oode)-adjustme'Jits .lto 

··:ba8i8· , .' . '. ." , .. '. 
This'ameudment deleteS 'from the Co'rle: section 1016 (a) (19), -whl6h 

req\rlr~ adj\istI?ents in the basis 'o! section 38 pro~ert:Y: in t~~~~rs 
begInning oofore'1965. To th~ e:s:tent future transactIons InvolVe prop
·erty.asto·whichtaxpayel'siail~tomakethesepre-1965ibasisa.dj~
ments, the repeal of section 1016(a) (19) does not prevent.theil'''doing 
so retroactively, ·atJeast :f()J.'pr~pective application,. !'l-in~tM';law 
governi.ng: adjustment of basis is the. law of theperiodd~ngw~eh 
the adjustment w~s, 1,'equired to bamade. See, e.g.,~s..Regs. 
§1.1016-3(f). . ._. '.. .: .. ', . 
See. 201 (a) (Je6)(amendsserJ; '10180/ the Oode)-i:.adj'UBt'me'itt 01 

eapitrilstrueture before September 22,1938' '. 
Thlsame:rrtlIrient strikes outlLn tUinecessarycitati(m. 

See. 201 (a) (127) (repeals see. 1020 of the Ooae)-eleetion in ref!Pe~t 
':(}/aepreciation rillowe'dcbe!ore 1952 .' .' 

This amendment repeals an obsolete provision re):ating to an elec;tion 
to adjust the basis Of pr6pertywith 'respect to depteciation'before 
19i'l2. No, election could. be mrude or revoked under' this. section .after 
December 31, 1954. The adjustment under section 1016 of the Code to 
the basis of. the property which was,the .subject of theelootionis'not 
affected by prospective repeal of section 1020. 
See.' 201 (a){128) (NperibJ see.1013~ofthe OOM)~basis 01 tfertal/n;/tYr

eignpe1's(Jnm holding company stoek 
Section 10220fthe Code is repealed because it is an unimportant and 

seldom used provision. Thisprovision was!l!ddedto the Code 'for one 
case (in which it was not used) . Section 1022 applies only withreS~ 
to the basis ofstook or securities of aCOl!poration which wMaforeign 
personal holding company for its most recent taxable year ending be
fore the death of a decedent dyiug after December 31, 1963, from. 
whom such stoCk or securities are acquired. Although it is llnlikelythat 
this provision has ever beenused,a.special effective date is provided 
so that the repeal applies only with respect to stock or securities ~c
quiredftoma decedent dying after the date 6f the enactment of this 
b~ . 

See. 201 (a)(129) (amends see. 102301 theOode)-eross referenees 
This amendtnent'Strikes out an obsolete reference to the Defense 

Production Acto:f1950. 
See. 201 (a) (130) (arnends see. 1033 of the Oode)~nvolootar:g 

eoriversioris 
Subparagraph (A) strike~ out an obsolete provisi~mal?l~licable to 

the cOnvenpon of property mto money where the dlSposltlOll()ffue 
'converted 'property occurred before 1951., 

69-528-76-4 
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Subparagtaphs (B) and (D) confortIl~ions1033 {~) (2)'and (c) 
to the chang~ made by subI;>aragraph (J\)~ Subparagraph(~) also 
makes a clencalchange to Include as new subparagraphs necessary 
definitions of "contro.l" and "disposition ,of converted propeIi~" that 
would otherwise be deleted by the amendment m.adeby subpal'agraph 
(A). '. ' " , , " , '. ' ,,';, ' '; 
Subi>ar~<rraph (0) strikes out an obsolete special rulerell\ting to 

certain conversions of property before January 1, 19i?4." ,,' ,', .. 
Subpa.ragraph (E) stnkes Qut an obsolete effective date provlslon 

" (December 31, 1957) relating to the disposition of certainproper:ty. 
, Sea. ~Ol(a) (131) (amend$ sec.' 1034, of theOode)-sale or erechuinge 
" ,of residence" 

Subparagraphs (A) and (B) strike out obsolete inrernaleffective 
dates (December 31, 1954) relating to the sale of a residence. " ' 

, Subparagraph (0) strikes out an obsoletereferencetotheIri~rilal 
Revenue Code of 1939. ' " ; , 
'Subparagraph (D) strikes out obsolete traB,sitional rules for the 
years 1951 through 1957., ," " " . 

Subparagraph (E ) strikes out an internal effective date (December 
31,11)50) which'is no longer needed. " , , 
See. 201«(J) (132) (amends SM. i037 ofthe(Jode)'~erta~n ereo,hirfnr/e8 

of Un#ed State8 obligation$ , ',' 
This amendment corrects an erroneous cross ref~rence. 

See. 201 (a) (133) (amend8'8ee.l0510/ the Oode ),....-property acquired 
during affiliation ' " .. 

This ,amendment strikes out the s~ntences in section 1051 that pro
vide that the basis of property aCquired or held dU'ringa' consolidated 

"return year is to be detenninoo. under the consolidated return regula
tions. This provision is unnecessary because adequate authority for 

, providing basis rules, in the consolidated return regul'ations is pro
vided under section 1502 and its predecessors. 
SEC. 201(a) (1.'34) (amends see. 1081 of the Oode)-diStrihutions re-
, quired by the Seeuritie8 ~Exchange Oommis8ion .. 

These amendments strike out a special rule for distributions of stock 
and rights to acquire stock before January 1, 1958, in pursuance of an 
order of the Securities and Exchange Commission~ . 

Subparagraph (B) also conforms a citation to current practice . 
. See. 201 (a) (135) (amend8 8ee, 1083 of the Oode )-containing ilefini-

tions of terms , 
These amendments eliminate unnecessary citations • 

. ' Sea. 201 (a,) (136) .( repeal8 8ee. 1111 of the Oode )-:-di8t:n.bution of 
, 8tock pur8uant to order enforeing the antitrust law8 . 

This amendment and conforming amendments repeal special pro
visions relating to the income tax treatment of cerbtin recipients of 
General Motors stock distributed pursuant to a court order in the 

·I)uPont anti-trust case (United State8v. E./. duPont deNemours and 
. Oompany, et'al., 353 U.S. 586 ,(1!)57) 'and 365 U.S. 806 (1961». Section 
1111 of the Code provides special rules for individual shareholdersanu J' 
shareholders not entitled to the corporate dividends received deduction 
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who receive such stock. Technical.amendments teIatmgtothe addition 
of section 1111 were added tos'ections 301, 312, 535; 543; 545; 5531 5Q6, 
and 5~1 of the Code. The dist~ibutions which are the subjeCt of these 
provisions haveooen com-pleted'and the rights of persons who ~ved 
such distributions are preserved~ Accordillgly, the 'hill 'repealss.eetion 
1111 ofthe Code andrelated provisions. 

The repeal of these provisions is ,notretruactive; Nor do thesere
peals alter the deteqnination, for purposes offu~ureyea~;:Of the lba$s 
of stiocIDwitih"rospect:to w:ni~hthedI.stributibns weJ:e made.. . 

Subchapt-erP. Capital gains 

See. Wl(a) (137) (a~nds sec. 1201 of the Oode)-alternative tare. 
on .capital gaim , . . 

.' Su1;>paragraph (A) makes Clerical amendments to eliminate refer
ences to "net section 1201 gain" in taking advanta~ of the newdefini
tion of "net capital gain" (sec. 201(a) (138)(B) of the bill).This 
subparag~"h'als(:)deletestransitionalrules fOJ:colllPutingilie&a;pttal, 
gains tax for (:orI>orations before 1975. (The effective 'date rule of the 
bill will preserve rights and liabilities with respect to pre-1975 years 
so long as they are, open under the statute of limitations.) 

Subparagraph (B) also eliminates references to "net 'section 1201· 
gain" made obsolete by the new definition of "net capitalgaih." In 
addition, obsolete transitional rales for computing, an individual's 
alteqtative capital gains tax in 1970 and 1971 are deleted. 

Subparagraph. (C) eliminates other transitional rules for noncor
poratffta~pl,tyers'with respect to years prior tQ' 1975. That elimination,. 
and a transfer to section 1201 (b) of the rule limiting to 25per~nt the 
alternative tax on the first $50,000 of net capital gain permits subsec-
tion (d) to De deleted. ' . 
Sec. ~Ol(a) (138) (amends sefJ.,1222 of the Oode)-,-terrruJ relating to 

capital gains rMUJ, losses . 
. Subparagraph (A) defines a new term, "capital gain fiet income," 

which replaces the former term, "net capital gain." The new term, like 
the £ormer term, refers to the ex.cess of the .gainsfl'om, sales or ex
chaIl,ges' of .. t1.ap~tl!;l· ~$ets .over thelossesfro'.{ll.sw~h. sales' or exchan~s. 
(~ec.1222(9». . . .... . ...... .. ..., . . 

Subparagraph (B) setS forth a new defuiitionof'''net capita,lgain". 
The term replaces the existing term, "net section 1201 gain," in section 
1222(11) ~ The new and former terms refer to the excess of the net long
term capital gain for the taxable year over the net short-term capital 
lOss for such year. These definitions make it possible to use these terms 
throughout the Code instead·of the lon~r phrases. . 
Sec. 201 (a) (139) (amends sec. 1233 o/tlre Oode)--gaimand l08ses 

jrpm slwrtsales .' '. '. . 
This amendment substitutes "August ,16, 19M'tfor'~the (late of 

enactment of this title" as the effective date of section 1233 (c}.·· .' 
Sec.~l(a)(14fJ)(amends sec. 1237 0/ tlfe .oode)--:real property' 
.8'Ubd~'I!i4ed forsak, ...... ' .• ". "" . 
. ' This aIiiendtnent strikes 01.1.tan obsol~tetefIectivedate (Deoomber..31, 1953); . .' .. .' .' ..... . ' ....... ' .. ... . 
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Sec. 2()1 (a),(1ItJ) ((lIlAe.nds 8e~. 12:]9 of theOode)-gain fr:om, scile. 
o!propertybetioeen (}ertairii'per8b~ . - '. . .'- . 

'r¥s,a,men<Plientski¥:es out an ob~ol.ete effective date (M~J 3;J:951} 
relatrng to, the.sale or exchange or 'property between spouses or~t;ween 
an individual and a controll~<l :coq>oration. . , 
Sec. 201 (a) (142) (1)epeais sec. 12l1J of the Oode)-'-tamability to e~ 

'ployee of certf%intermination payments . 
This amendment repeals the so-called Louis B. Ma:yerpr&visiens; 

This provision permits capital gain treatment ofa lump -sUm -settle-' 
ment of right.s i~ an e.m:el?y.mentcontra?t. Since the provi~ion contains 
narrow restnctlOns,lllcluding·the- reqUIrement that the rIghts be cre
ated before August 16, 1954, it is believed that it has no applicability 
today. " .. 

Sec~$01.(a).(14fJ) (amends fJ(3c.1245 of the Oode)-gain fr~.dis-
positionsqf cer;tain iIepreciaUe property' .. .... .. , 

This am«,mdment deletes SurplllSlal1guage added through a clerical 
err,orb.y Public Law 94,,81. . 

Sec.~01(a) (144) (cerne1iJllJ·sec. 124fj 01 the (Jode)-gain 'on /Q'rMgn' 
'?mvestment compa'Tft]/ stock .' . . . . .. : 

Tl,l.is amendment strUtes out an obsolete effective dale (Decem-
ber 31, 1962).' " -

Subchapter Q. Readjustment of tax between years andspeclal 
. limitations' . .. . 

Sec. 201 (a) (145) (amends gec. '1311 of 'the Oode) ---'frbitiflation o/effect 
of limitations . '. 

These amendments conform section '1311 to·the new'name .of·fhe' 
Tax Court . 

.sec. 201 (a) (146) (repeals 8ec. 13150f·theCode}~ffecUve dat.e . 
This provision repeals the obsolete effective date provision (N ovem

bel' 15, 1954) for. part II of subchapterQ of chapter 1. An obsolete . 
transitional rule relating to the ;application of the Internal Revenue 
Code of 1939 to certain determinations made beforeN ovember 15, 
1954, is also deleted. 

Sec. 1201 (a) (147) (repeals sec. 13f,1 of the Oode)---:involuntarryliflUi-
dation of LIFO inventories. .... 

This paragraph repeals an .obsolete provision relating t.oinv.oluntary 
liquidations' of LIFO inventories. The provision applies .only to inven
tories liquidated in,ta~able years ending after June 30, 1950,.:and 
before January 1, 1955, and only if the inventory was replaced::in;a . 

:taxable year ending before January 1, 1956. . 
. Sec. 201 (a) (148) (repeals sections 1331 through 1337 o/the OOOe)

'war l08s /f'eOoverie8 
This provision repeals the provisions dealing with World War II 

warJQssTecoveries effective with respect to recoveries in taxable years 
beginning after December 31, 1975. The basis .of .property recoyered -
. during prior taxable years will not be affected by the repeal. Future 
::recoveries; which appear tin likely, would be covered by the geneF:l11~ 
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tax o~n~fi.t rule, which accords .. simila,r (though' not identical) 
trea1;illent. . 
S.ea.:"201(a) (14fJ) (amends sec. 1$.1,1 of the Oode)~e8toration of 

. -(JJl}U)wrd held. under elGin'/, of right 
This amendment strikes out prov:isions:relating to certain retro

active payments by a subcontractor to a prime contractor,or by a 
s\lbcontractorto a higher tier subcontractor. These provisions are 
expressly limited to pa,yments made mider. a subcontract entered into 
before .. January 1, 1958, and it is believed that no such contracts are 
still outstanding~ '.,' 

Seo. 201 (a) (15.0) (repeals SM. 1342 of the Oode)-computatio.n- of 
tax on. certain amounts recovered as a result.of a patent infringe-
ment suit • 

This paragraph repeals special provisions relating to amounts taken 
into gross income because of the. reversal of a lower court decision 
in .:tpatent infringement suit. Because of the narrow circumstances 
in which this provision applies (e.g., the lower court decision must 
be reversed on the ground that such decision was induced by fraud or 
Undue influence), this provision is rarely used. 
Sec.201(a) (151) (repeals sec. 131r5 of the Oode)-recoveri; of uncon

stitutional Federal taxes 
This provision repeals special provisions, no longer needed, relating 

to the treatment of a recovery during the taxable year ofa tax im
posed by the United States which has been held unconstitutional. 
Sec. 201 (a) (152) (amends s-eG.1348 of the Oode)-----maximum tax rate 

on earned income 
Paragraphs (1) and (2) of section 1348(a) are amended to correct 

a technical error by replacing references to "the lowest amount of tax
able income on which the rate of tax under section 1 exceeds 50 per
cent"withreferences to "the highest amount of taxable income on 
which the rate of tax is not more than 50 percent." In addition, sub
paragraph (B) strikes out obsolete transitional rules that relate to 
taxable years beginning in 1971. 

Subchapter S. Election of certain small business corporations 
as to taxable income 

Sec. 201 (a) (15$) (amends sec. 1372 of the Oode)-eledtion by small 
, bU8ine88 corporation 

Under the minimum tax provisions of the Tax Reform Act of 1969, 
an electing small business corporation is subject to tax on certain 
capital gains. The amendment made by subparagraph A conforms sec
tion 1372 to these provisions by inserting a reference to the tax im-
posed by section 56 of the Code. . 

Subparagraph (B) strikes out a transitional rule, relating to the 
time for making an election bya small business corporation, that 
applies to a taxable year beginning in 1958. . . 

Subparagraph (C) strikes out a special rule that allowed certain 
shareholders who owned stock that was cornmunitypropecty tb file 
a consent prior to May 15, 1961, to an election by a small business 
corporation. 
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Sec. 1201 (a) (1.5+4)( amenduec.1374 of the Oode )-rwt operq,tingw88es 
of electing small bu:sine88 corporations . . . 

These amendments repeal' an obs61~te rule relating to carrybacKs to 
years before 1958 of the net operating loss of an electingsmalLoosi
ness corporation, by striking out section 1374:( d) • A rule ofcur.rent 
application now in section 1374:(d) (1) is transferredtose¢tion 
1374(b). 

Seo.1301(a) (15.5) (amend8 8ec.J375 of the Oode)-'-8pecial rules ap
plicable to distributions ofeleoting smallbu:siness corporations 

Subparagraph (A) provides a new heading for subsection 1375(b) 
to'reflect· the fact that individuals rtolortget ,receive adividen.ds.re
ceived credit. 

Subparagraph (B) strikes out a reference to a sU:bsection of section 
1375 that was eliminated in 1966 by Public Law 89-389. . 

Sec. 201 (a) (156) (amends sec. 1378 of the Oode)-tam imposed on 
certain capital gains of electing small bu:siness c01'Porations 

This amendment strikes out a provision relating to the determina
tion of the tax with respect to certain capital gains of an electing small 
business corporation for certain taxable years beginning before Janu
ary 1, 1975. 

Subchapter T. Cooperatives and their patrons 

Sec. 201 (a) (157) (amends sec. 1388 of the Oode)-patronage 
dividends 

Subparagraph (A) strikes out "the date of the enadment of the 
Reyenue Act of 1962" and substitutes the exact date, "October 16, 
1962". 

Subparagraph (B) strikes out "the date of the enactment of this 
subsection" and substitutes the exact date, "November 13, 1966". 

Chapter 2. Tax on Self-Employment Income 
Sec. 201 (a) (158) (amends sec. 1401 of the Oode )-sclf-employment 

tames 
Subparagraph (A) deletes obsolete rules providing rates of self

employment tax (for old age, survivors, and disability insurance) for 
taxable years that began Defore 1973. Similarly, subparagraph (B) 
strikes out obsolete rules providing rates of self-employment tax for 
hospital insurance for taxable years that began prior to 1975. (How
e\'er, the current rate of hospital insurance self-employment tax for 
years beginning in 1974 and ending in 1975 would be preserved 
through the operation of the effective date of this title of the bill.) 

Sec. 201 (a) (159) (amends sec. 1402 of the Oode )-definitions relat-
ing to the tam on self-employment income 

Subparagraph (A) deletes provisions relating to the determination 
of self-employment income for taxable years beginning before Janu-
ary 1. 1975, that are no longer needed. . 

Subparagraph (B) deletes an obsolete provision relating to the 
treatment of certain remuneration erroneously reported as net earn
ing'S from self-employment for taxable years ending after 1954 and 
before 1962. 
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,Subparagraph (C) strikes out a specialrulewhichall(}weda;:reqnest ' 
for an exemption from the tax on self-employment income for a tax
able year ending before December 31, 1967, to be filed on or before 
December 31, 1968. The general. rule provides that such request must 
be filed by the due date of the return for the first taxable year in which 
the individual has self -employment income. 

Chapter 3. Withholding of Tax on Nonresident Aliens and 
. '. Foreign' Corporations and Tax-Fre.e. Covenants 

Sec. £OI(a) (160) (repeals sec. 1465 of the Oode)-definition of with-
- holding' agent 

This section repeals section 1465, which defines "withholding 
agent", since that term is defined in section 7701(a) (16). 

Chapter 4., Rules Applicable to Recovery .of Excessive Profits 
on Government Contracts 

Sec. £01 (a) (161) (amends sec. 1481 of the Oode )-:-mitigation of effect 
o/renegotiation of government (]f)ntracts 

These amendments update section 1481 by deleting obsolete refer
ences to the Sixth Supplemental N ationalDefense Appropriation Act· 
and to the Renegotiation Act of 1948. 

Chapter 6. Consolidated Returns 

Sf)c. £01 (a) (162) (amends sec. 1551 of theOode)-disallowance f)f 
surtax exemption and accumulated earnings credit . 

. This amendment corrects an erroneous cross reference. 
Sec. 201 (a) (163) (amends sec. 155£ of the Oode)-earnings and 

profits of memberS. of an affiliated group 
This amendment deletes the effective date for thisproyision ("tax

aple years begining after December 31, 1953, and ending after the date 
of enactment of this title"). 
Sec. 201 (b )-cf)nforming and clerical amendments 

Section 201 (b) of the bill makes a series of clerical and con
forming amendments required by the amendments and repeals made 
by subsection 201 (a) of the bill. 
Sec. 201 (o)-ame1Ulments to provisions referring to Territories 

This subsection of the bill strikes out -references to "Territories" in 
Code sections 37, 105, 117, 162, 273, 581, 801, 861, 1014, and 1221. The 
United States no longer has any Territories. 

Tn general, these amendments are not intended to affect rights exist
ing under present law that were conferred because of Code provisions 
regarding Territories. . . 

Sec. 201 (d)-effective date 
This subsedion of the bill provides that unless otherwise expressly 

provided, the amendments made by section 201 of the bill shall apply 
with respect to taxable years beginning after December 31, 1975. 
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SEC.' 20~; AMENDMENTS OF SUBTITLE B; ESTATE AND 
GIFT TAxES 

Chapter 11. Estate Ta~ 

Sec. 12012(a) (1) (amend8 8ec. 12001 of the Oode)--1'ate of the e8tate 
t(W 

TMsamendment strikes out an internal effective. d.ate (relating to 
decedents dying after August 16, 1954, the date of enactment of the 
IntE}rnal Revenue Code.of 1954) which is no longer needed .. 
Sec. !202(a) (12) (amend8 8ec. 120112 of the Oode)-aredit f01' gift trw 

. These amendments provide headings fbr several . subsections .. and 
paragraphs in this· section and also substitute a comn':ra for a dash in 
conforming to generally accepted drafting style. . . 
See. f202(a) (3) (amend8 8ec. 2013 of the Oode)-aredit fo1' t(J,{)} on 

priOr' transfe1'8 
These amendments strike out obsolete references to prior laws. 

Sec. f2012(a) (.4.) (amend8 8ec.2038 of the Oode)--1'evocable l1'ansfe1'8 
-This amendment strikes out a provision of Iimited application which 

is no longer needed. (The provision relates to a decedent who has been 
under a mental disability for a continuous period since September, 
1947, and has been unable to relinquish certain powers to alter or 
revoke an interest in property transferred by him.) 
See. gJ()2(a) (5) (amend8 8ec. 120550f the Oode)-t1'anBfe1'8fOr' pUblic, 

charitable, and 1'eligious use 
Subparagraph (A) strikes out a provision of limited application 

V\\hich is no ,longer needed. This provision deals with highly unique 
circumstances involving a bequest in trust, the income from which 
is payable for life to the decedent's surviving spouSe (who must. be 
over 80 years old at the decedent's death) if such surviving spouse has a 
power of appointment over the corpus of such trust exercisable bywill 
in favor of, among others, certain charitable, religious, scientific, liter
ary, or educational organizations. No part of the corpus of such trust 
may be distributed to a beneficiary during the life of such surviving 
spouse and the surviving spouse must execute an affidavit within 6 
months -after the decedent's death specifying the organizations in 
favor of whom the power will be exercised (and the amount or pro
portion each is to receive). If the power of appointment is exercised 
in acCordance with such affidavit, then the bequest in trust, reduced 
by the value of the life estate, shall, to the extent the power is exercised 
in favor of such organizations, be deemed a transfer to those organiza-
tions 'by the decedent. . 

Subparagraph (B) strikes out several cross references that are no 
longer applicable and updates the remaining cross references. 
Sec. 1202(a) (6) (amend8 8ec. 12101 of the Oode)-p1'operty held by 

alien p1'ope1'ty 01/,8 todian 

This amendment strikes out an unnecessary citation. 
Sec. 12012 (a) (7) (amend8 8ec. 12106 of the Oode )-tawable e8tate 

Subparagraph (A) strikes out several cross references which are no 
longer necessary. 



31 

. Snbparagraph (B) strikes out~ pr6v~sion that exchides.£rom the 
tax.able estate ,obligatjons issued by the United States before MarchI, 
19-;1:1, ifheld by a decedent who was not engaged in business in the. 
United States at the time of his death. It is believed that no obligations 
issued by the United States before March 1; 1941, are still outstanding. 
Seo. 202 (a) (8) (amends sec. 2107 and seo. 2108 of the Oode)~state 

,ttW'On':expatriates and application of pre-1967'es.tate tax provisions. 
These amendments substitute "November 13, 1966n for "the date of 

enactment of this section" as the effective date of these provisions. 
See. 202(a) (9) (repeals seo. 2202 of the Oode):~-'Jnissi()naries;in for

eign serviee 
The bill repeals section 2202 of the Code, which provides that mis

sionaries dying in missionary service will be presumed to die as United 
States residents; evenif they intended to relfiain permanently in for
eign service. This provision is now unnecessary since the Foreign 
Inyestors Tax Act of 1966 increased the estate tax exemption of non-
residents from $2,000 to $30,000. ' 
See, 2OPJ(a)(10) (amends sec. 293.04 of the Oode)----disoharge of fiduci-

ary from personal liability , . 
This ,amendment corrects a typographical error in the Excise, Estate, 

and Gift Tax Adjustment Act of1970.· .. 

Chapter 12. Gift Tax 

Seo.!202(a) (11) (amends sec. 2501 of the Oode)~m,position of gt/t 
tfK!J 

This amendment strikes out an internal effective da,te (the first 
calendar: quarter of 1971) which is no longer needed. 
S'ed.2()2(a) (12) (amends sec. 2522 of theOode)-cross references 

This amendment strikes out a list of cross references which also 
appears in section 2055 (f) of the Code and inserts in lieu of such list 
a reference to section 2055 (f) . 
Seo.£OO(a) (13) (amends secs. 2011, 2016, 2053, 2055, 2056, 2106, 

13522, and 2523 of the Oode)-Terl'itories 
These sections are each amended by striking out references to Terri

tories because there are no longer any United States Territories. 
Hawaii, admitted to Statehood in 1958, was the last Territory. There 
are United States territories (in which instances the word "territory" 
is begun with a small letter ''t'') , of which American Samoa is an 
example. In contrast to Territories, territories are unincorporated. 
See. 202(b)-conforming amendments 

This .subsection of the bill makes conforming amendments to the 
table of sections for subchapter C of chapter 11, and to sections 6503 
(e) and 6167(1) (2) of the Code to reflect the repeal of section 2202 and 
the amenq.ment of section 2055 of the Code. 
Seo. 202 (c)-effective dates 

This subsection provides that the amendments made by paragraphs 
(1) through (9), and paragraphs (13) (A), (B), an4 (C) of sub
section (a), as well as by subsection (b), shallitpply III the-case of 
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e~lttesof' deced,ent$ dying: aftet .. thedate ;ofenactm:e~t .of!the.,;bi~l,:and 
th"8 amendment made by paragraph (10) of subsectIOn (a) shall ap
ply in the case of estates of decedents dying after December 31,1975. 
The amendments made by paragraphs (11), (12), and (13) (D) and 
(E) of subsection (a) shall apply to gifts made after December 
31,1975. 

SEC. 203. AMENDMENTS OF SUBTITLE C; EMPLOYMENT 
TAXES 

Ch,apier .21.; .F'~deral I¥su~ance ~o~trib:utions. Act 

Sec. 203(a) (1) (amends secs. 3101 and 3111 of tlw Oode)-rates of 
tax on employees and employers . 

Subparagraph (A) strikes out the employment tax rates for em- • 
ployees and employers for calendar years before 1975. These rates arc 
not effective for calendar years after 1974. 

Subparagraph (B) strikes out the pre-1975 tax rates on employers 
and employees for hospital insurance forthe same reason. . 

Sec.203(a) (2) (repeal~ sec. 3118 of the Oode)-applicatiO'n of social 
seaurity tax to District of Oolumbia Oredit Unions . 

This amendment repeals a provision relating to credit unions that 
were chartered under the Act of ,rune 23, 1932. No credit unions are 
now chartered under that Act. District of Columbia Credit Unions 
arenow Federal Credit Unionsulid as such al'esubjectto"section 3121 
(b) (6) (B) (ii) ofthe Code. . . 

Sec. 203(a) (3) (arnends sec. 3121 of the Oode)-employment.tam 
definitions . 

Subparagraph (A) strikes out a reference to the Internal Revenue . 
Code of 1939 that is no longer needed, and also eliminates an obsolete 
internal effective date provision ("service performed after 1954,")~ 

Subparagraphs (B) and (D) eliminate unnecessary citations. 
. Subparagraph (C) changes the term "Secreta.ry of the Treasury" to 

"Secretary of Transportation" in a provision pertaining to the 
Coast Guard. The Coast Guard is now within the Department of 
Transportation. 

Subparagraph (E) deletes provisions allowing certain exempt or
ganizations which filed certificates before 1966 or between 1955 and . 
August 28, 1958 (relating to social security coverage for their em
ployees). to amend the certificate to advance its effective date, or to 
request that the effective date be advanced, if the amendment was 
made before 1967, or if the request was made beforp 1960, re..'>pectively. 

Subparagraphs (F) and (G) strike out obsolete effective dates 
(J anuary 1, 1955, and Dec~mber 1956) relating to agreements entered 
into by domestic corporations with respect to certain social security 
coverage for employees of foreign subsidiaries and to service per
formed as a member of the uniformed services, respectively. 
Sec. ~03(a) (4) (amends sec. 3122 of the Oode)-Federal service 

These amendments change references to the "Secretary of the 
Treasury" to the "Secretary of Transportation" in provisions relating 
to the Coast Guard. since the Coast Guard is now part of the Depart
ment of Transportation. 
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Scp.2(l$(aH5) (arrwnd88cc. 3125, olthe. Ooite)~et¥~in the case 
olc~rtain governmental/employee8 ' " " , 

This is a clerical amendment changing "Commissioners of the Dis
trict Of Columbia" to "Mayor of the District of Columbia" in order to 
conform to the District of Columbia Self Government and Govern
mental Reorganization Act. 

Chapter 22. Railroad Retirement Tax Act 

Sec. 203 (a) (6) (amends 8ec. 32010l the Oode)-rate ol tax on Tail-
, ;7'(}afi, employee8 ' 

These amendments strike out an effective date (September 30, 1973) 
relating to the imposition of taxes with respect to services performed 
after that date, and delete references to the Internal Revenue Code of 
1954 which are not needed. ' 

Sec. 1303 (a) (7) (amend8 8ec. 3202 of the Oode)-ded1.wtion8 of tax 
from compensation 

Subparagraph (A) strikes out an internal effective date (Septem
ber 30, 1973), relating to the performance of services by emplOY(\('$ 
after that date and also deletes references to the Internal Revenue Code 
of 1954 which are not needed. 

Subparagraph (B) makes a clarifying change in language with 
respectto idemnification of an employee. ' 
See~203(a}(8) (amend8 see. 3211 ol the Oode)-rateolteu»on em

ployee repre8entative8 
These amendments correct a grammatical error, delete rererences 

to the Internal Revenue Code of 1954 which are not needed, and strike 
out an obsolete effective date (September 30, 1973). 
Sec. 203(a) (9) (amends 8ee. 3221 ol the Oode)--rate of tax on em-

plo:yer8 , , 
Subparagraphs (A) and (B) strike out an internal effective date 

(September 30, 1973), relating to the imposition of taxes with respect 
to services performed after that date, and also delete references to the 
Internal Revenue Code of 1954, which are no longer needed. ' 

SUbparagraph (C) deletes references to rates of tax applicable for 
services rendered before April!, 1970. 
Sec. S303(a) (10) (amends 8ec. 3231 of the Oode)-definitions 

This amendment deletes unnecessary Statutes at Large citations. 

Chapter 23. Federal Unemployment Tax Act 

Sec. S303(a) (11) (amends 8ec. 3301 of the Oode)-Federal unemplo-1l
rnent tax rate 

These amendments strike ont an internal effective date (calendar 
year 1970) and the tax rate with respect to wages paid during calendar 
year 1973, which are no longer needed. ," 
See. 203(a) (12) (amends sec. 3802 of the Oode)-eredit8 again8t tam 

Subparagraphs (A) and (B) strike out references to special tran
sitional rules relating to the lO-month period ending October 31, 1972, 
which are deleted by sections203(a) (14) (B) and 203(a) (13) of the 
bill. ' 
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Subparagraph (C) (i) strikes out .atransitional pro-vision re1ating 
to:alimitationon'credits against tbe.unemployment tax if aStakhas 
notyet.repaidanadvance under certain prior laws. This provision is 
nolonger applicable since all.the States.have repaid the advances made 
under those laws. 

Subparagraph (C) (ii) strikes out an ihtern.al effective dat~(the 
date of enactment.of the Employmoot Security Ayt 9f 19(0) which is 
no longer needed. Subparagraphs (C) (iii), (0) (iv) , (C) (v), and 
(C) (vi) are in the nature of amendments conforming to the amend-
ment made by subparagraph (C) (i) . . 
: Subparagraph (D) strikes out across reference to a 1958 statute 
(the Temporary .Unemployment Compensation Act of 1958) which is 
no longer applica;ble.. . . 
Sec. 203(a) (13) (amend8 8ec. 3303 of the Oode)-condition8 of addi-

tioMl credit allo.wance . '. 
This amendment deletes ·a transitional rule (from provisions relating 

to a finding by the Secretary of Labor with respect to certain State 
unemployment .funds) for the 10~month period ending October 31, 
1972. 
Sec. 1J03(a) (14) (amend8 8ec. 3304 of the Oode)-approval of State 

laws 
Subparagraph (A.) deletes an unnecessary citation. Subparagraph 

(B) eliminates a transitiona1.rule regarding the 10-month period end
ing October 31, 1972. 
Sec. 20,'J(a) (15) (a'l'J'l;eM8 sec. 3305 of the Oode)~applicability of 

State law ... 
Subparagraphs (A) and (B) st.rike out an obsolete effective date 

(July 1, 1953) which relates to service performed on or aiter that dft.te. 
Subparagraph (C) strikes out an obsolete effective date (Decem

ber 31, 1971), relating to taxes imposed with respect to taxable Y8ft.rs 
after· that date. 
Sec. 203 (a) (16) (amend8 sec. 33060/ the Oode)-definitions 

Subparagraphs (A.), (B), and (C) strike out unnece..<J'Sary citft.tioJl 
references and insert a reference to the United States Code. 

Subparagraph (D) strikes out an obsolete effective date (July 1, 
1953) relating to services performed on or a,iter such date. 

Chapter 24. Collection of Income Tax at Source on Wages 

Sec. 203(a) (17) (amend8 sec. 3402 of the Oode)-1,ncome tam col
. lected at the 80urce 
This paragraph is a clerical amendment to correct an erroneous 

cross reference. 
Sec; 203(b )-(}Onforml~ng amendment 

This amendment conforms the table of sections for subchapter (B) 
of chapter 21 to the repeal of section 3113. 
Sec.203(c)---,.(J.mendments to provi8ions relating to Territories 

This amendment strikes out references to Territories in sections 3401 
and 3404 of the Code because there are no more Territories of the 
United States. 
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See. 203 (d)-effeetive date .. '. '.. .' . '.. . 
The amendmeIits made 'by 'seCtion 203' 6ftlndji1l:ai-e to apply with 

respect,to ,wagesJpaidafter J)ecember ,3,1, J97!;l"e.x:cep.tthat t:he~en~7 
ments made to chapter 22 of the Code.;tretoapply WIth respect to rom
pen~tionpaid for seIWices rendered after Deeember 31/1975. 

',-' • - : .- •• , " > 

SEC. 204. AMENDMENTS 'OFSUBTITLE'D;MISCEULANE! 
, ODS'TAXES' .. ' . 

. Cllap\ter 31. ,Retailers 'Ex~ise Ta'Xes 

See. '204 (a) (1) (amend8 dkapter 310t 'the 'Ooi];e}-;'-JpetaiWrsex~ 
tames ' . , 

S~bparagri1ph CAY clianges the titre 'o'fchaptet 31fr0rri'''Retajl~r~ 
Excise Taxes" to "Special Fuels" and strikes'out ®stiletetables'Of sUb~ 
chapters1uld'sections'sinoolthe whole-.chapter, as;revised, will nOW have 
only one section. 

Snbplwagraph:(B) ancorpo-rates :intoseetion 404;1 (g) {relating to 
exemptions from fuel taxes) the existingprovisi!)ns for ~xeIllpti~ 
from fuel taxes for State alld local governments,. sales for export or 
shiplll~nt tOJ?ossE3Ssions, and n~nprofit educational org!miza~ns IioW' 
found III sectIOns 4055, 4056, ana 4057 of the Code. Code sootlOllS 4055, 
4056, and 4057 are repealed by subparagraph (D)' #f'this stibsection 
o£thebill. . '- . - ,. -',-

Subparagraph'( G)remendssectidn 4()l1J1 of the Gode:byadding:ttlIew 
snbsection (i ) which incorporates· the 'Provisiousof existing~o'de 
section 4054 (relating to sales by the United Stntes). :Sootion 40'54 is 
repealedhysubparagraph (D) ():£ this subse.ction of the,bill. .._ 

Subparagraph (D) repeals Code section 4042 (acJ!~s reference), 
4054, 4055,4056, 4057 .(thesubstance of which ,has been incoIporatoo:in 
Code sections 4041 (i) and 4041 (g) (2), (3), and (4)., ~ectively)" 
and 4058 (a cross.l'eference). ',' 

Chapter 32. Manufacturers Excise Taxes 

See. f204 (a) (£) (amenils8(}e. 4216 of-the Ooile)-definiti:otn 0-/ p;rrioe 
This paragraph isa clerical amendment redesignating subsootibns 

(e), (f), and (go) as sU'bseciions (d), (e), and (f), respectively. The 
previous subseCtion (d) '\Was repealel'lin 1958 .. 
Se(!~.~04(a) (3) (wmend8 8ee. 4217 0/ the 00 de )-'lease8 

This amendment strikes out a transitional rule for leases entered into 
before .Tanuary 1, 1959,th.ait are treated -as-sales subject tomanumc
turers excise taxes. . . _ 

Sec. <204-(a) (4.) (repeals sea. 4~260ffiheO(Jde)-llo'01"8took8taxelJ 
This provi~ion repeals floor stock tax provisions relating to specified 

iteT?s held il?- dealerS'stocksonvarious past dates, 'the most recent of 
whIch are tIres and tubes held by mallufacturers~ retail outlets on 
October 1, 1966. . ,-

See. 'f04(a) (5) {amenfl8 8ee. 42270/ t"MVoae)-ero88 riferenee8 
This.amendment deletes two -unnece$ary oross refer'ffilCes. 
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Chapter 33. Facilities and Serviees 

Sec. ~04 (a) (6) (amend~ sec. 4253 of the Oode)~exempt~I1'om 
',the tax (jfI,communications services . ' 
~rhis amendment transfers to section 4253 of the Code ,(relating to 

exemptions) provisions for exem:ptions for: communications ser:Vlces 
provided by section 4292 of the Code for State and local Governments 
and 'by section 4294 for nonprofit educational organizations. Sections 
4292 and 4294 are repealed by sections 204 (a)(9) and (10) of the bill .. 
Sec.1J04( a}(7':) ~ (d!mendssec:';,261 o/the Code) -tax on tvanspO'rt(ition 

of PeTsons'oyair ' ' 
This amendment strikes out references to an obsolete internal effec-

tive date (June 30, 1970). '" , 

Sec. !304(a) (8) {amends sec. ,4271 of the Oode)-tax ontranspo1'ta,. 
tion of property by air 

This amendment alsO strikes out a reference to the obsolete internal 
effective date of J une30, 1970 .. 
Sec. !304(a) (9) (repeals sec. ,4292 of the Oode)-exemption for State 

and local governments, frO'fn the communications services tax 
This amendment repeals the provisions I'elating~o e.xempt~0I?- of 

State and local governments from the tax on commulllcatlOns serVIces, 
These· provisions are transferred to section 4253 of the Code by section 
204 (a) (6) of this hill. Section 4253 is devoted. to exemptions. from 
the communications services tax. 
Sec. 204 (a) (10) (repeals sec. ,42.94 of theO'ode)-exemption for non .. 

profit edueatifYlUil organizations , . 
, This amendment deletes the provisions conferring exemptiOli' from 

the tax on communications services to nonprofit educational organiza
tions. These provisions are transferred by subsection 204(a) (6) to 
section 4253 of the Code, which is devoted to exemptions from this 
tax. . 

Sec. 204 (a) (11) (repeals gee.,4295 of the Oode)......-..c1'oss referenCe 
This ainendrilent repeals an unnecessa'ry cross reference . 

. Chapter 34. 'Doellmentary, Stamp' Taxes 

Sec! 204(a)(B3) (amends ~hapter 34 of the Oode)-doCwrn,.entary 
, stamp taxes, . 

. This amendment changes the title of chapter 34 of the Codt\ from 
"DOcumentary Stamp Taxes" to "Policies Issued by Foreign Insur
ers"; strikes out obsolete tables of subchapters and sections, andr~vises 
the remaining provisions. " . , ," , '. 

'Section 4371 of the Code is !limended to conform to the root that 
the tax imposed by that section is now paid by return and 110t by 
stamp. Section 4372 is amended to include the pertinent provisions of 
pre~nt section 4382 (a){l) and to make internal conforming amend
ments. . 
'Newi COdwseetiOJi\ 4373 corresponds.to, theprnsent;,sootionA373, 

exoopt'ior the deletion'ofanobsolefu.reference to Territories. 



37 
.. N~w.COde section 4374.oorresponds topresent·.Codesection 4384 
except that it is changed to reflect paymenthy return rather tJhan 'by 
~p. ...... ". . .........• 

Presertt'Code sections 4374, 4375, 4382, and 4383 are repealed to 
reflect the change from stamps ro :returns and to ,reflect the repeal in 

'1965()fother dooumeritarystamptaxe8. '..' . ' . .' , 
Present Code sections 4361, 4362, and 4363, rela.ting to a tax on 

" conveyances which expired on .J anuary 1, 1968,iare repealed.· ' 

Chapter 36. Certain Other Excise~a,xes 

·Sec.~e.a:)'6i1~)··· (dme1tds!'~eo:'J;/IJ3oJ;tlW Oode}-'-oertain' pel'so/ruJ 
engaged in fopeign air commerce ...' . 

-Theserunendments strike' out· an internal effective· date (J illy "1, 
1970) :relating to an election to pay a tentative tax with respect to 

, taxable civil aircraft. They also strike out a transitional rule for.3, 
year ooglilfiihgon'J'ulyl;'1970. . 

Chapter 37. Sugar. Coconut and Palm Oil 

Sec. W4(a}(14) (amends chapter 37 of the Oode)-taaJ onsuga:l', 
(JOC011;Ut and palm oil . ' . . , 

, This amendment changes. the title of chapter 37 from "Sugar, Coco
'nut arid Palm Oil" to "Sugar" to reflect the repeal in 1962 of taxes on 
coconut and palm oil. Obsolete tables of subchapt.ers are also delet.ed. 

Chapter 3S. Import Taxe~ 

Sec. 204(a) (15) (repeals secs. 4591 thrQUgh4597 of the Oode)~ 
import tawes on oleomapgarine 

This provision strikes out· provisions relating to taxes on imported 
oleomargarine. Requirements as to wholesomeness and purity are en

. foroodby the Food and Drug Administration outside the requirements 
of the Internal Revenue Code. No taxes are collected under these pro

. visions and at present they serve no internal revenue purpose. Since 
the other subchapters of this ch8Jpter were repealed in 1962, theentil'e 
chapter is now repealed. 

Chapter 39. Regulatory Taxes 

,See. 204(a) (16) (repeals sees. 1,801 thrQUgh 1,806 of the Oode)-taw 
on white phosp/wrus matclws . 

This provision repeals provisions relating to taxes on white phos
phorus matches. Any act taxable under these provisions is illegal under 
other provisions of Federal law and these provisions are not needed 
for effective enforcement~ No tax. is. collected under these provisions. 
See. 204 (a) (17) (repealssec8.1,811 tnrQUgh48'2fJ o/the Oode)-'-taaJ 0111 

- adulterated butter . . '.' , 
This amendment. strikes out· the tax on adulterated butter and' re

lated.Rr:Qyisi~s .. Itequire.me~ts ,as· to, wholesomeness and purity .~f , 
,·hrtttef,-;ftM infot.'.ced'hy tn:e\'Fooditlld':Qfug,A'dininisthti~Routside1i1fe" 
provisions of the Code. No taxes arecolleeted aato adulterate-dbutter. 
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This tax,d,ates from the 1890's, when it served the dual function o~ re
stri0~ingtrade in this"'item andinsurh\g purity. (e,~g.; restricting' tl~e 
use of rancid butter). Atpresent, the tax alid'related proVisions serve 

, no int~rnal. reve~uepurpose. ~pprot>riate regula.tion of c()mm~t:~ Mil 
be aGcomphshed III otheqirovlSlons oflaw. . , 
Sec. 9304(a) (18) (repeals sees. ;,881.th'fouflh-4886.0! tie O~)~t~ 

. on oirC'Ulation other: than, of itw,tio'MilbfIfY/Jes ' ' , ,', 
This ·pa:ragra'Ph 'repeals, pro'Visionsrelating to eir<mlation of oth~r 

than national banks. The Comptroller of the Currency has stated that 
any act taxltb}etundel'th~:pt'~~sionsiBtiJso iHe:galtIDrler other pro
visions of Federal law and that these provisions are not needed for 
effective enforcement. No taxis collected 'under these' provisions. ' . 

. \ 

Chll'pter40.' G~rteral Provisions'Relating,to OeeupationalTaxes 

i Sec. 9304~a).(19) (ameMs,sfX .. 4901 of theOod~)--p(lflJmentof oeoupa-
tional tames . '.' 

This amen~ment stri~es out. an obsolete pro~ision relating to pl,ty
ment of ceItltIll (}c.cu pa:tiorntl' taxes' by stamp,. SIllICe all taxes to which 
this provision applies are paid by return. 
Sec. "9304 (a) (930) (amends sec. 4905 of the Oode)~liability for,ocrJu-

pational tames in caseo! death or change inZocation .. " " 
. Section 4905 of the Code allows the wife (but not husband) of.a 
de~edent who paid a oortain occupational tax before his death tv carry 
on the same trade or business for the residue of the term for which the 
tax was paid without, liability fO'r addition:al ,tax. This amendment 
substitutes "spouse" for "wife"in this provision so that a widower 
will have the same privilege as a widow. 

Chapter 41. Interest Equalization Tax 

Sec. 9304( a) (£1) ('repeals secs. 4911throUflh 4931 of the OOde )~nte;'-
est equalization taw . .', 

This paragraph repeals provisions relating to the interest equaliza
tion tax, since this tax does not apply to acquisitions of stockan~ debt 
obligations made after June 30, 1974. A special effective date.is, pro
vided so that the repeal of chapter 41 (Code section 4911 through 
49.'H) is to applyonlyw-ith respect to acquisitions of stock and debt 
obligations made after .Tune 30, 1974 (or to loans and commitments 
made after that date). Thus the rights and obligations Of persons.with 
respect to acquisitions of stock and debt obligations prior to July 1, 
1974, are preserved. 

Chapter 42. Private ,Foundations 

Sec. 204 (a) (9393) (amend8 sec. 494£ of the Oode)~tawes onfaiiuure 
to distrilYute income . ,',.' 

These amendments strike out a rule relating to the deteririinatio1.1 of 
minimum investment return with respect to ptivate£onndations that 
is applicable only to taxable years beginning in 1970 and delete'at'e
la~d ~nternal effective date (taxable years beginning after 1970) 
WhlChlS no longer needed. ' 



; Chapter 43. QuaIified Pension, Ete~, Plans 

Sec. *04 (a) (2$) (arnwn<is sec. 497301 theOi)de)~tax on ew.cess oon
; "PrilYl.(,tians to certairn.retirement, plans 
, . Subparagraph (A }.~qrrects an error in margination. Subparagraph 
(B), corrects an erroneoUS reference. Both these errors were clerical 
errors in ERISA. 
Sec. 201;. (b ) ~eonforming ameruiriU3nts .. 

This subsection of the' bill' makes 'various conforming amend~ 
ments to the amendments and repeals made by subsection (a). These 
amendments include repeal of several Code sections that relate to vio
lations 6flaws and other offenses concerning oleomargarine or adul
terated butter (Code sections 7234 and 72(5), white phosphorus 
matches (Code sections 7239; 7267, 7214, and 7328), and adulterated 
butter and process or renovated butter (Code sections 7235 and 72(4). 
Amendments conforming to the repeal of chapter 41 of the.Code (re
lating to interestequa;lization taxes) include the repeal of Code sec
tions 263 (a) (3) and (d) (relating to the deduction of interest equal
ization taxes), 6011 (d), 6076, 6651 (e), 6680 (which relate to the filing 
requiuements for interest equalization tax returns) , 6611 (h) (relating 
to interest on overpayments of interest equalization tax), 6681, 7241 
(relating to false or fraudulent equalization tax certificates), and 6689 
~relating to failure by certain foreign issuers and obligors to comply 
with United States investm~nt equalization tax requirements). . 

Theamendmentsconformmgto the repeal of chapter 41 have vaTI
Qus:effective· date provisions to assure that rights.and liabilities (both· 
civiLand criminal) of taxplJ.yers or other persons with respect to acql:li
sitions of stock or indebtedness before July 1,1974 (or certain actions 
with respect to such acquisitions ), are not affected. Thus, for example, 
if a taxpayer is required to file an interest equalization tax return with 
respect to an acquisition of stock prior to July 1, 1974, and has failed to 
file such return, the repeal of section 60ll( d) of the Code by this bilI 
will not affect the requirement that such a return be filed .. 
Sec. 201;.( c)-ame'l1.liments to provisions referring to Territories 
\ Subsection (c) amends Code sections 4102 and 4482 (c) (1) by strik

ing out references to Territories because the United States has no more' 
Territories. 
Sec. 201;. (d)-effective date 

. Sub~tion( d) provides that the amendments. made by section 204 
(exCl?pt as othe~wise provided) shall take effect on the first day of the 
:ijrst month whIch begins more. than 90 days after the date of enact
ment of the bill. 

, .' ~ , ' 

SEC. 205. AM,ENDMENT8.0F SUBTITLE E;ALCOHOL, TO-
.. BACCO, AND CERTAIN OTHER EXCISE .TAXES' 

Chapier5L'Distilled Spirits, Wines,and Beer 

Subchapter A. Gallonage taxes 

Sec; 20B(a) (1) (ame'l1.li8 sec. SOOB of theOode)-pe'i'sons lwble for' 
tax ondiBtilled'8pirits .. . , 

This amendment strikes out provisions relating to an in.ternal effec
tive date ( July 1, 1959) which are no longer needed. 
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Sec. f205(a) (2) (amend8 8ee. 5008 of the Oode)-'-abatement, etc., of 
taw on di8tilled 8pirits in in8taffWes of l08s or aest'f'U(Jtion, ' ' , 

, Present law provides relief (under 'sec. (008) from the distilled 
spirits tax of section 5001 for voluntary destruction of the spirits on 
bonded premises or before the spirits are removed fmm the: bottling 
premises. Ininstallces of spirits already removed from bondedprem
:ises, tax relief is provided, under certain defined circumstances,for 
accidental destruction within the distilled spirits plant. Finally, tax 
relief is provided if spirits that have been withdrawn from bond ( with 
,tttxdetermination or'payment)'M'ethereaiter returned to the, lx?nded 
pl'emises for certain purposes specified in section 5215. ". 

B&'ause of a technical error, this relief is now provided only for the 
tax imposed on domestic distilled spirits 'under section 5001 or other 
provisions of Chapter 51 of the Code. Puerto Rico and Virgin Island 
spirits are taxed separately (under sec. 7652). A technical cOlTection 
is included in the bill to give the same type of tax relief to Puerto 
Rican or Virgin Island spirits as is now given for domestic spirits. 

This amendment also strikes out an obsolete internal effective date 
(.J uly 1, 1959). 

See. B05(a) (3) (amend 8ec. 5009 of the Oode)~rawback of taw 
This amendment deletes aTedundant.citation. 

Sec. f205(a) (4) (amend8 8ee. 5025 of the Oode)-e;cemption from, 
rectification taw 

This amendment permits stabilization (without payment of rectifi
cation tax) preparatory to export, thereby giving distilled spirits to 
be exported the same treatment, in this instance, as is given to distilled 
spirits preparatory to bottling. 

Sec~ B05(a) (5) (amend8 8ec. 5054 of the Oode)-stamp8 and other 
device8 a8 evidence of payment of taw on beer 

This amendment strikes out a beer stamp provision that has never 
been implemented and for which there is no intention of 
implementation. , 

Sec. B05(a) (6) (amends 8ec. 5061 of the Oode)~thod of collecting 
taw 

Subparagraph (A) strikes out a stamp tax requirement that is now 
obsolete in that the taxes to which it applies are now all paid by 
l·eturn. 

Subparagraph (B) strikes out authority to use stamps, coupons, 
tickets, or tax-stamp machines as alternative methods of collecting 
alcohol taxes since those methods neither have been implemented nor 
are to be implemented; The amendment also providl',s that taxes on 
illegal items are to be due .and payable immediately at the time given 
in the provisions imposing the taxes, or (if no specific time is pro
vided) when the event referred to in the provision occurs, and that 
these taxes are to be assessed and collected in accordance with the rules 
rega.rding taxes payable by return but for which no return has been 
m~ ,'. . . 

Subparagraph (0) strikes outa. provision no longer needed because 
it applies onIyto the unusual methods of collection stricken from the 
statute by subparagraph (B). In its place is substituted a provision 
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Plcil;kiug it clear th~t the g~nonage~axesondistilled spirits,rectifica
tion, wines, and beer. are generally impesed in addition to import 
duties .. This conforms to the Tariff Schedules. 
Sec.206(a)(7) (ainend88ec.6113 of'the Oode)~8ale8to limited retail 

dealer It . ' 

This amendment conforms to section 205 (a) (10) of the bill (amend ~ 
ing section .51.22 (c) ~f~he Code), w?ich. permits a limited retail dealer 
to dealm dIstIlled SPIrIts, as well as m wme and beer. . 
S:efJ. ~Of) (.a) (8) (amwnd8 sec';;117 of the 0 ode) -c:-pl:ohibited, 'P'I:J/nclwselJ 

by,'dealer8 . 
This amendment provides that a limited retail dealer may now pur

chase distilled spirits from a retail dealer in liquors. This is another 
change in.thenature of an amendment conforming to section 105(a) 
(10) of the bill. . 

Sec.1!06 (a) (9) (amends 8eo. 61'21 of the Oode)-imp08ition and rate 
of .tam on retail dealer8 

This paragraph provides that· a limited retail dealer in distilled 
spirits.is to pay a special (occupational) tax of $4.fiO per calendar 
month. This amendment is necessitated by the broadening of the defi
nition of "limited retail dealer" in section 105 (a) (10) of the bill to 
include lim'itedretail dealers in distilled spirits. 
Seo.1!05(a)(10) (wnena88ec. 61'2'2 of the Code)-definition of limited 

retail dealer . 
This provision. expands the definition of a limited retail dealer to 

include a limited retail dealer in distilled spirits, as well as in wine 
and. beer. 
Sec. 1!06(a) (11) (amend8 8ec. 6131 of the Oode)-dratoback ofta~ 

in.e'oent of 1wnbeverqge uses. . 
Section 5131 of the code permits drawback of distilled spirits tax if 

the spirits are put to cited nonbeverage, uses. Section 5131 requires the 
spirits thus used, to be eligiblefor the drawback, to have been produced 
in a domestic registered distillery or industrial alcohol plant and with
drawn from bond, or to be spirits withdrawn from the bonded prem
ises of a distilled spirits plant. Domestic distilled spirits used for the 
cited nonbevCirage: pur.poses must n..ecessarily' h:tveMen produced in a 
domestic registered distillery or industrial alcohol plant. Spirits so 
used may also have been iniported or brought into the United States, 
but, i£so, they need first have been transferred to the bonded premises 
of a distilled spirits plant before withdrawal £or.the nonbevera~uses. 
Trusamendment deletes the unnecessary. requirement that spirits 
"imported" or "brought intQ" the United States must first be trans
ferred to the bonded pre~ises of a distilled spirits plant. 
See. '!!06(a) (1'2) (amends sec. 614'2 of the Oode)-payment of tames 

This amendment replaces existing provisions that occupational taxes 
be paid by stamp with a requirement that they be paid by return. These 
taxes are now ~ in faet, being paid by return,as is required by Treasury 
regulations. This amendment also makes it clear that the tax on stills 
and condensers imposed by section 5101 isto he paid by return. 
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Subchapter :B.' Qualfficatlon requirements for distiIledspirits 
. pI'a~ts ' 

<' 

Sec. 205 (a )(13)( amems, sec .. 5171 of the Oode }-per"l'fl,it8 fw.cl,is-
tilled spirits plant8 .. 

, This amendment eliminates a transitional rule relating to the time 
in which qualified distillers, bonded warehousemen, rectifiers, amI bot
tlers of distilled spirits doing business as such on' June 30, 1959, could 
obtain the required permit to continue in business. In addition, a re-
dundant citation is deleted. . 
Sec. 205(a) (14) (ame1Uis 8ec. 5174 of the Oode)~ithdrawal bonds 
. This paragraph allows a proprietor of bottling premises to. withdraw 
distilled spirits which have been bottled in bond to his bottling pi'em-
ises under his withdrawal bond. The change would permit greater 
convenience in handling of bottled in bond cased goods and allow the 
same tax payment procedureS applicable to spirits bottled and cased 
on bottling premises to be applied to bottled in bond cased goods. 

Subchapter C. Operation: of distilled spirits plants 

Sec. 205 (a) (15) (amends 8ec~ 5232 of the Oode)-tra%8fer of dis-
tilled spirit8/,rom outside the United States 

. Under section 5314 of the Oxie, distilled spirits brought into the 
United States from Puerto Rico or the Virgin Islands are not treated 
as "imported,," but rather as "brought into" the United States. 
, The first sentence of section 5232 of the Code 'permits spirits im
ported or brought into the United States in bulk containers to be with
drawn from customs custody and transferred to the bonded premises 
of a distilled spirts plant without payment orthe internal revenu:e tax. 
The second sentence then transfers the liability for eventu:al payment 
orthwtax from the "importer"to the operator of the distilled spirits 
plant .. In order to coordinate the two sentences, this amendment 
amplifies the second sentence to·extend relief from tax .liability to 
persons who have brought such spirits into the UnitedBtates. 
Sec. 205(a) (16) (amends sec. 5233 of the Oode)---/f'elating to bottling 

requirement8 . 
This amendment eliminates a redundant citation. 

Sec. 205(a) (17) (mm..ends 8ec. 5234 of the Oode)-consolidation for 
further 8torage in bond 

This amendment conforms the time limit within which distilled 
spirits in bond storage may be mingled with the time limit in section 
5006 (a) (2) for storing distilled spirits in bond. The latter limit was 
raised from eight years to twenty years in 1958. 

Subchapter E. General provisions relating to distilled spirits 

Sec. 205{a) (18) (amend8sec. 5814 of theOodeY-ap'plication of cer-
,. tain provisions to Puerto Rico '. . 

This. provision corrects an erroneous cross reference. 
Sec. fd05(a) (19) (repeal8 8ec. 5315 of the Oode)-status of certain 

distilled Spirit8 on July 1, 1959 
This paragraph repeals a July 1, 1959, transitional provision. 



~bclt~pter .F.cB~dedand t~paid wineprexnises 
Sec. 205(a) (20) (I1fJ1WMS 8ec.5368 olthe (Jode)~gaugingand:matk

. ,>ing wine, , . . 
Subparagraph (A) eliminates a reference to stamps in the.heading 

of section 53'68 since stamps are not,userJ. to identi;f:y.wines,and theiUse 
of stamps is not contemplated. . .' . ' 

Subparagraph, (B) removes areierenceto.stamps in section 5368 
(b) and in the heading of that subsection. 
Sec. 205(a) (21) (arfnenil8 8ec. 5392 of theOode):""':"defoniti&n8relating 

to tamation of wine. ' 
. This amendment strikes out a citation that is redundant and un.:. 

necessary. 

Sub~hapter J. Penalties, seizures, and forfeituresrelating'to 
liquors . . .. 

Sec. 205(a) (22) (amend8 8ec. 5601 of the Oode)-"pre8'lJJrJtptio1uJ re-
lat·ing to crimVndl penaltie8 " 

This amendment strikes out paragraphs (1), (3.), and (4) of present 
section 5601 (b) -presumptions which either have been speCifically de
clared unconstitutional or which the Internal Revenue Service believes 
to be unconstitutionat 
Sec.' 205 (a) (23) (amend8 sec. 5685 olihe Oode)-peridltUr8fo1":pos-

8e88ion of certain. device8 . 
Thispimtgraph conforms cross references and a definition to changes 

in chapter'53made by the Gun Control Act of 1968. ' 
, - '" . 

Chapter 52. Cigars, Cigarettes, and Cigarette Papers and .Tubes 

Sed. 205(a) (24) (a1n:end8 ilec. 5701 of the Oode)~ate of 'laic onim-
p.orted tobacoo p:roductr/ . .' " ," .. 

. This amendment conforms the tax on imported tob:;tccoProducts and 
cigarette tubes ,and papers to Tariff Schedule iteJll804,.19 U.S,C; 1202, 
which provides, for articles previously exported from the Uriited 
States, a customs duty "in lieu of any other diltJ or tax". ' 
Sec. 205{a) (25) (a1MM8 8eq.5703 o/the Oode)-Uability!otitq,bacco 

tam and method of payment ' . '. 
Subparagraph (l\.) conforms provisions relating to tobacco tax'to 

:tdministrativ~ praetice and.to related provisions regarding win~ and 
distilled spirits. i, . ..... .,.. " 

Subparagraph (B) strikes out a traditional rule allowing tobacco 
taxes to continue to bel>aidbystamp until regYlations provide for pay
ment on the basis of return. Those regulations have been issued, and so 
the transitional rule no longer applies. ".:,. 
,Subparagraph(C) eliminates section 5703 (c), relating to the U$8 of 
stamps to evidence payment of thetQbaccotax. These starnp.provi.sions 
have n~ver,been i~plemented,.and the:r;e is no intention,to implement 
them." .. ' ., " ',' ..... 

Sec. 265 (a) (26) (mnend8 8ec. 5704of'theqoile)~obaccopro(1/Jj,ct8, 
etc., brought into or retnrnedtot7~eUnitedState8 .. , 

This amendment relaxes an unneeded restriction by permitting pro
prietors of export warehouses to import, under bond, tobacco products 
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and cigarette papers and tubes directly, rather than through atQba.cco 
products manufacturers, as is required by present law. '.,. 

Sec. 205(a) (27) (amends sec. 5712 of the Oode)-tobCwcobusine88 
permits '. ',' 

This paragraph deletes an obsolete transitional rule sllowmgper
sons lawfully in business as a tobacco products manufacturer or as a 
tobacco export wfl,rehouse proprietor to .remain in business after en
actm~ntQf the Excise Tax Technjcal Changes Act of 1958 until he 
has had Ii reasonable opportunity. to;6titain the, tobacco permit required 
by that Act. " . 

Sec. 205(a) (28) (amend8 sec. 5723 of the Oode)-packaging ~Qbacco 
prior to 1'errwval .. ' " 

This amendment strikes out a requirement that a tobacco p~6ducts 
manufacturer or a tobacco export warehouse proprietor must affix to 
his package of tobacco products, etc., prior to removal, such stamps 
as regulations may prescribe. The use of stamps to evidence payme~lt 
of the tobacco tax is being eliminated by the repeal of section 5703 ( c ) 
of the Code by section 205 (a) (25) (C) of the bill. ConformiIlg changes 
are made to the headings of section 5723 and 5723(b)., . 
Sec .. 20.5(b)-:-cpnjor:ming and clerical amendments 

This sub&ectioiq~rovides vario\lSc9ll~():qningamendmentgto'reflect 
the amendments and repeals made in the alcohol, tobacco, 'etc., 'excise 
tax provisions (subtitle E) . " , . 

Sec. 205 (c )-amend'fnents to p1'ovisions 1'e/e1''f'ing to Territo1'i(J8 
This subsection strikes out a number of l'eferences to "Territories" 

in the alcohol, tobacco, etc., tax provisions for the reason that there 
are no lo~ger allY "Territories" of the United States. Hawaii, 'which 
~e{l to be a Territory i~ 1958, was th.e:~l\~t. The .un!te,4"~~~tes·does 
nave Rnumber of territorIes" (spelled wIth a begmnmg small·Jetter 
"t"),but they have never been affeded by these provisions. Deletion 
of these references does not terminate the rights, duties~ powers, and 
liabilities that arose before the effective date of this bill. ; 
Sea. 205(d)-~ffeative date , 

This sUbsectionprovides.that the'effective date of the amendinents 
and repeals made to subtitle E is to be the first day of the first month 
beginning ~ore than 90 days after enactment/of this bill; 

f ; ,< T} fi '_ < \ l, 

SEC. 206. AMENDMENTS OF'SUBTI'fLEF;·PROCEDtJRE 
AND ADMINISTRATION ,' .. 

Chapter 61. Information and Returns '". ," 
," 

Sec. 1306 (a) (1) (amends sec. 6013 of tlw Oode)-.-:.joint 1'etufft.s. 
These amendments are elerical, such as the one which uses tlwnew 

name of Ule United States Tax Court. , . ' 
Sec.1!06(a)(2) (amend8 sec; 6015 of the Oode)-estimated t~ 

This amendment strikes out an obsolete, effective date provision 
(December 31, 1954) for this section. 
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Sec.f¥)6{ a} (3) (amends se(J~6037 of the Oorle ).,--:-'returns of suhc/:w.pter 
S corporationfl , " ., , '; " .. " .. 

This amendment corrects ,an error in a cross reference., 
Sec. 206(a) (4) (mnends sec. 6046 of the Oode)-inforrnationas to

organization of foreign corporations 
This amendment eliminates special rules (relating t.o information 

returnS with respect to foreign corporations} applicable to the first 
six,mQntM;~Oft1963. " , 
Se(J.~d6 ( a) (5) (arnends sec. 6051 of the Oode--'t'eceipts for employee.'] 

This is a clerical amendment striking out it, misplaced word. 
Sec., 206 (a) (6) (amends sec. 6065 of the Oode),.--f/)el'i.;fic~tion, oj 

returns ' 
This amendment eliminates tl}e authority to ~equire certain returns, 

stat.ements, and other documents, tQ be verified by oaths, rathel'. than 
under the penalty of perjury. This authority is not,now used and is 
not expected to be used. ' 

Oeo. 9306(a) (7) (amends sec; 610301 theOode)-'lYUblicity (Jf taw' 
retu1'1J,8 " 

ThIs amendment strikes out a reference to coconut, and palm oil 
~a~~~.ltj<f~:wete r~p~a,led,.inl~6~. '~sp~i~J ej{ectivedMe. provision. 
IS prOVIded so that returns made or reqmred to be made prIor tothut 
effective date will remain open to public inspection pursuant to section 
6103." , 

Sec. 2O(J(a) (8) ,(repeals sec. 6105 of the Oode)~(!ompilation o/data 
for certain excess profits ca~es " 

This amendment strikes out a provision for. the' compilation, .~ncf 
~ublication of data with respect to',exOO$s' profits tax:.cases.undew~r 
bon ,122 of the 1939 Code. . 
Sec. 9306(a) (9) (amends sec. 6110 of tlw Oode)~rOS8 references' 

This amendment sti'ikes out cross references to it prov;ision relating 
to cotton futures (see section 252 of the bill) and t.o provisions relat
ing to narcotics which were repealed by the Comprehensive 'Drug 
::A.bu~ ;Prevention ',and Control Act of 1970; .' 

Cltapter,&2 • . 'Fime.:and, Place: for,; PtQl:iqg T~x<" 
Sec. W6(a)(10) (a17UY(Uis 8ee.6J[;~ -01 theOode)-installment pay". 

ments by corporations 
, This, amendmeht strikes out a rule for taxable years ending before
December 31, 1954, which allowed, a corporation tDpay taxes imposed 
by chapter 1 in four installment.s. 
Sec. ff06(a) (11) (amends see. 6154 of the Oode)-installment pa ... iJ-

nwnts of estinwtea inc01ne tad:; by corporations ' ", . 
These amendments strike out various t.ransitional rules applicable 

t.o instaJhpents of estimated tax for taxable years beginning in 1968" 
1969,.19,'10,.1971, 1972, 1973, and 1974. ,.' ' 
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Sec.£06(a) (1£) (amends,sf3c. 6157 Qf theOodeJo---:-:payrnent oi',Fedr 
eral une1nployment taw quarterly or on other basis " 

These amendments strike out special rules relating .to the ,cpmputa
tion of Federal unemployment tax for calendar quarters or,.other, 
periods in 1970 and 1971. . 
Sec. iB06(a) (13) (repeal8 8ec. 616£ of the Oode)-:-ewtensiono/ tirne 

for payment of taw on the liquidation of certain personal holding 
companie8 

This amendment repeals a section dealing with an extension qf time 
for the payment of tax on gain on the liquidation before 1957 df~r
tain personal holding companies; 
Sec. £06(a) (14) (amendg 8ec. 6166 of the Oode)-"ewte7l.8ion 'of t£me 

for paynumt of e8tate taw . 
~hese amen~ments el:iminate a 1~58 e:ffec~iye date' provision and 

strIkeout sectlOn6166(I) (4), a speCIal proVlslOn relatmg to t!t:lt:able 
years ending before 1960. 

Chapter 63 •. As~essment 

Sec. £06(a) (15) (amends 8ec. 6£05 of the Oode)--:-relating to t~Du-
trict of Oolumbia as an employer . . 

. This.is a clerical amendment changing "Commissioner". or the 
District of Columbia". to "Mayor of the District of Columbia" .in, 
order to reflect the enactment or the District or Columbia Self Govern~ 
ment and Governmental Reorganization Act. 
Sec: £06(a)(16) (amends sec~ 60£7 of the (!oae)-;crOg8re/e~nci& 

The amendment strikes out a cross reference to provisions repealed 
in 1962. . 

Sec. £06(a) (17) (amends sec. 6~13 0/ the ·Oode)--:-re8trioti0n8ap-
pZicable to defidenciesj petitions to the Ta'JJ IOourt " , 

Thisl1mendment conforms the provision to the definition of '.'United 
Sta~s", used in. a g~ographical sense, that appears in section 
7701 (a) (9) 9£ the Code. . " 
Sec. £06(a) (18) (amends see; 6215 of the Oode);....,...assess111.e#)t .. (j! 

deficiency found by Taw 0 ourt 
This amendment strikes out· an~ unnecessary citatibh.· 

'Chapter 64. Collection . 

Sec. 206 (a) (1:9) (amends sec.630~ of the Oode)':-"'(JoZlevt'iotn ofoe'rliLin 
ewcise·tawes.. ;; ..... . 

This is a clerical amendment to strike out references to certain oh· 
Bolete provisions relating to taxespn coconut andpalmdil{rQ~aled 
ill 1962) and on narcotics. (repealed in 1970). ' 
Sec, £06(a)(130) (repeals see. 6304 of the Oode}-"'Oollectionu/lUiet the 

. TariffA.ct 0:11930 . . '.' . , : . 
This amendment repeals a cross reference to provisions repNiledin 

1962. 
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Sec. 206(a) (21) (amends sec. 6313 of the Oode)-fractional parts of 
a cent 

This amendment deletes a reference to taxes payable by stamp from 
the rules pertaining to rounding off fractional parts of a cent in the 
payment of taxes, since no tax now collected by stamp will be due in 
fractions of a cent. 
Sec. 206(a) (22) (amends sec. 6826 of the Oode)-cross references for 

sections relatin,q to lien for tames 
This provision conforms to current drafting style in striking out 

unnecessary Statutes at Large citations in paragraphs 2, 3, 4, and 5. 
Sec. 206(a) (23) (amends sec. 6865 of the Oode)-deflnitions and 

special rules . 
This amendment changes the term "Commissioner of the District 

of Columbia" to "Mayor of the District of Columbia" to reflect the 
provisions of the District of Columbia Self Government and Govern
mental Reorganization Act. 

Chapter 65. Abatements, Credits, and Refunds 

Sec. 206(a) (24) (amends sec. 6412 of the Oode)-floor stocks refunds 
This is a clerical amendment which renumbers two paragraphs. 

Sec. 206(a) (25) (amends sec. 6413 of the Oode)-special rules appli
cable to employment tames 

Subparagraphs (A) and (C) are clerical amendments substituting 
"Mayor" for "Commissioners" of the District of Columbia to reflect en
actment of the District of Columbia Self Government and Govern
mental Reorganization Act. 

Subparagraph (B) is a clerical amendment to reflect an increase in 
the social security wage base ceiling and to strike out certain rules 
applicable to special refunds or credits of certain employment taxes 
deducted from wages received in calendar years prior to 1975. A 
special eff,ective date is provided so that refunds or credits with 
respect to wages paid in calendar years before 1976 will not be affected. 

Subparagraph (D) strikes out an obsolete internal effective date 
(1967). 

Sec. 206(a) (26) (amends sec. 6416 of the Oode)-refund or credit of 
tames on special fuels 

Subparagraph (A) is a clerical correction redesignating two sub
paragraphs in section 6416(a) (3). 

Subparagraph (B) deletes provisions relating to credits or refunds 
of overpayments of taxes imposed on taxable sales or uses under 
section 4041 of the Code, but ultimately used or resold for exempt pur
poses (such as a use on a farm for farming purposes). These deleted 
provisions relate only to uses or resales prior to July 1, 1970. Exempt 
uses or resales after June 30, 1970, are covered by section 6427 of the 
Code. 

Section 6416 of the Code allows a credit to be taken "on any subse
quent return" for a number of overpayments, including those de
scribed in the deleted provisions of section 6416. It is possible, there-
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fore, that claims for overpayments on account .of sales an~ uses p~'ior 
to July 1, 1970, may still be open, and, accordmgly, the blll provIdes 
a special effective date for the deletions made in subparagraph (B) t.o 
preserve any such claims that may still be open. 
See. 206(a) (27) (repeal of sec. 6417 of the Oode)-coconut and palm 

oil 
This amendment strikes out a section of the Code relating to the 

former tax on coconut and palm oil that was repealed in 1962. 
Sec. 206(a) (28) (amends sec. 6,~20 of the Oode)-gasoline used on 

farms 
Subparagraph (A) deletes obsolete provisions c.oncerning claims for 

refund with respect to gasoline used before July 1, 1965. 
Subparagraph (B) corrects a typographical errol'. 
Subparagraphs (C) and (D) strike out obsolete effective date pro

visions (December 1, 1955, and June 30, 1965). 
Sec. 206(a) (29) (amends sec. 6421 of the Oode)-gasoline used for 

1wnhighway purposes or by local transit systems 
Subparagraph (A) strikes out an obsQlete internal effective date 

(June 30,1970). 
Subparagraph (B) deletes obsolete provisi.ons relating t.o claims for 

refund with respect to gasoline used before July 1, 1965. 
Subparagraphs (C) and (D) strike out obs.olete internal effective 

dates ( June 30, 1956, and June 30, 1965) . 
Sec. 206 (a) (30) (amends sec. 64122 of the Code)--cross references 

1'elating to credits and refunds 
This amendment deletes unnecessary citations t.o the Statutes at 

Large. 

Sec. 206 (a) (31) (a.mends sec. 6423 of the Ocde)-credit or refund of 
alcohol and tobacco taxes 

These amendments delete obsolete internal effective dates (April 30, 
1958, April 30, 1959, and June 15, 1957) relating t.o claims f.or credit 
or refund and suits filed with respect t.o alcohQland tQbaccQ taxes. 
See. 206(a) (32) (amends sec. 6424 of the Oode)-lubrieating oil not 

used in highvJoy motor 'uehicles 
These amendments strike out a transitional rule for taxable years 

beginning in 1965 and an obs.olete internal effective date (December 31, 
1965) relating t.o the use of certain lubricating oil. 

Sec. 206(a) (33) (amends sec. 6427 of the Oode)-fuels not used for 
taxable purposes 

These amendments strike out an obsolete effective date (June 30, 
1970) relating t.o repayment or credit of the tax on use of certain fuels. 

A special effective date for this provision ("fuel used or resold after 
June 30, 1970") is provided because credits and refunds for fuels used 
or resold prior to June 1, 1970, are governed by section 6416 (b) of the 
Code. 

Chapter 66. Limitations 

Sec. 206(a) (34) (amends sec. 6504 of the Oode)-cross references 
Subparagraph (A) is a clerical amendment t.o combine several cross 

references into .one paragraph. Subparagraph (B) renumbers the 
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paragraphs of section 6504: of the Code in conformance with the 
amendment made by subparagraph (A ) and the deletion of paragraphs 
(1), (6), and (7) by paragraphs (35) (C), (36) (C), and (38) (B) of 
section 201(b) of the bill. 

Sec. 206 (a) (35) (amend8 8ec. 6511 of the Oode)-limitation8 on credit 
01' re f1JlflLl 

These amendments strike out obsolete internal effective date pro
visions (September 1, 1959, and December 31, 1965) relating to cer
tain claims for credit or refund. 

Chapter 67. Interest 

Sec. 2Q6(a) (36) (amend8 8ec. 66.01 of the Oode)-intere8t on under
payments 

This amendment strikes out an obsolete reference to a provision of 
the 1939 Code relating to interest on estimated tax payments. 

Chapter 68. Additions to the Tax, Additional Amounts, and 
Assessable Penalties 

Sec. 206(a) (37) (amend8 8ec. 6654 of the Oode)-payment of e8ti
~tedincometax 

This amendment strikes out an internal effective date (December 31, 
1954) that is no longer needed. 

Chapter 69. General Provisions Relating to Stamps 

Sec. 206(a) (38) (amend8 8ec. 68.02 of the Oode)-8upply and dis
tribution of 8tamp8 

This paragraph is a clerical amendment substituting a period for a 
semicolon. 

Sec. 2.06 ( a) (39) (amend8 8ec. 68.03 of the Oode)-accounting and 8afe
guarding of 8tamp8 

These amendments redesignate subsections (b) (1) and (2) as sub
sections (a,) and (b) (the previous subsection (a) having been re
pealed in 1972) and strike out an obsolete cross reference. 

Chapter 70. Jeopardy, Bankruptcy, and Receiverships 

Bec. 206 (a) (4.0) (amend8 8ec. 6863 of the Oode)-8tay of collection of 
jeopardya88e88ment8 

This amendment strikes out an obsolete internal effective date (.Tan
uary 1, 1955) relating to a stay of sale of seized property pending a 
Ta,x Court decision. 

Chapter 72. Licensing and Registration 

Sec. 206(a) (41) (amend8 8ec. 7.012 of tlw Oode)-cr088 reference8 
This amendment strikes out a cross reference to the tax on white 

phosphorus matches (which is repealed by section 204(a) (16) of the 
bill), corrects an erroneous cross reference, and renumbers the remain
ing subsections. 
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Chapter 73. Bonds 

Seo.1206(a) (42) (amends seo. 71.03 of tlw Oode)-oross referenoes 
This amendment strikes out cross references to taxes on oleomar

garine, adulterated butter, filled cheese, opium for smoking, and white 
phosphorus matches repealed by sections 204(a) (15), (16), and (17) 
of the bill and by legislation enacted in 1962, 1970, and 1974. 

Chapter 75. Crimes, Other Offenses, and Forfeitures 

Seo. 1206(a) (43) (amends seo. 7271 of the Oode)-penalties for of-
fenses relating to stamps . 

This amendment strikes out an obsolete provision relating to pay
ment of certain taxes by stamp. 
Seo. 206(a) (44) (amends seo. /7272 of the Oode)-penalty for fail~tre 

to register 
This amendment strikes out cross references to narcotics provisions 

which were repealed by the Comprehensive Drug Abuse Prevention 
and Control Act of 1970. 
Seo. 206 (a) (45) (amends seo. 7326 of the Oode)-disposal of forfeited 

or abandoned property 
These amendments coned an erroneous cross reference and redes

ignate subsection (c) as snbsection (b), the previous subsection (b) 
having been repealed by the Comprehensiw Drug Abuse Prevention 
and Control Act of 1970. 

Chapter 76. Judicial Proceedings 

Seo. 2D6(a) (46) (amends seo. 742,13 of the Oode)-oi'ciZ actions for 
refttncl 

These amendments strike out an obsolete internal effective date 
(,June 15, 1942), relating to the effect of certain suits and Tax Court 
petitions filed after that date. 
Seo. 206(a) (47) (amends seo. 74137 of the Oocle)-omss peferenoes pe

lating to prooeedings by taxpayen 
Unnecessary Statutes at Large citations are struck out in this 

amendment. 
Seo. 206(a) (48) (amends seo. 7448 of the Oode)-annuities to widows 

and dependent children of Tax Oourt judges 
These amendments eliminate a distinction in present law bet,veen 

male and female judges of the Tax Court, in respect of annuities to 
surviving family members of Tax Court judges. As now worded, sec
tion 7448 refers only to 'a widow (defined as a surviving wife) of a 
Tax Court judge, and similarly to a mother of issue of a judge's mar
riage. However, it appears that there is nocontinuing intent to deny 
equal protection to the surviving spouses of all Tax Court judges 
regardless of sex. 

The bill eliminates any distinction based on sex and replaces the 
terms "widow", "wido\ver", "surviving wife", "mother", "her", and 
"she" with ~he terms "surviving spouse", "parent", and "such spouse", 
as appropI'late. 



51 

See. 1206 (a) (49) (amends see 71;71 of the Oode)-employees of Tam 
Oo'urt 

These amendments delete unnecessary Statutes 'at Large citations 
from subsections (a) and (b) of section 7471. 
See. 1206 (a) (50) (amends see. 71;76 of the Oode)-deeZaratory 

ju,dgments 
This amendment makes a clerical correction in placing the material 

in subsection (a) that follows paragraph (2) (B) at the flush left 
margin. This is done to make it clear that that material refers to all 
of subsection (a), and not merely to subsection (a) (2). 

Chapter 77. Miscellaneous Provisions 

See. 206 (a) (51) (amends see. 75012 of the Oode)-timely mailing 
treated as timely filing 

This paragraph is a clerical amendment changing a reference (relat
jng to postmarks) from the "United States Post Office" to the "United 
States Postal Service" to reflect the enactment of the Postal Reor
ganization Act. 

See. 9206 (a) (592) (amends see. 7'507 of the Oode)-ewemption for in
solvent banks 

These amendments strjke out an obsolete date (May 28,1938) relat
ing to assessment of certain taxes owed by insolvent banks. 
See. ~06(a) (53) (amends see. 11508 of the Oode)-time for perform,

'lng certain acts postponed by rea80n of war 
These are clerical amendments changing the heading of section 7508 

to refer to "service in a combat zone" and using the defined term 
"United States" (sec. 7701 (a) (9) of the Code) to replace "States of the 
Union and the District of Columbia". 
See. 1206(a) (54) (amends see. 7509 of the Oode)-ewpenditures by 

the Post Office Department 
Subparagraphs (A), (B), and (C) are clerical amendments to use 

the term "United States Postal Service" in lieu of "United States Post 
Office" to reflect the enactment of the Postal Reorganization Act. 

Subparagraph (D) eliminates a cross reference toa previously 
repealed subsection. 

Chapter 78. Discovery of Liability and Enforcement of Title 

See. 1206 (a) (55) (amends sec. 7621 of the Oode)-internal revenue 
districts 

This amendment eliminates the term "Territory" since there are no 
longer any Territories. 
Sec. 9206 ( a) (56) (repeals see. 7641 of the Oode )-supervision of opera

tions of certain manufacturers 
This provision repeals subchapter C of chapter 78, which contains 

administrative provisions relating to the taxes on filled cheese, oleo
margarine, process or renovated butter, and 'white phosphorus matches. 
The taxes on these items are repealed by other provisions of the bill 
or have been repealed by prior lavy. 
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Sec. 206 (a) (57) (amends sec. 7652 of the Code)-shipments to the 
United States 

Subparagraph (A) deletes an obsolete effective date (June 30, 1954) 
relating to the disposition of taxes collected on certain articles pro
duced in the Virgin Islands and transported to the United States. 

Subparagraphs (B), (C), and (D) strike out obsolete provisions 
relating to payments to the Virgin Islands of taxes collected in 1955 
and 1956. 

Sec. 206. (a) (58) (amends sec. 7653 of the Code) -shipments from the 
United States. 

This amendment deletes a citation to the Statutes at Large. 

Chapter 79. Definitions 

Sec. B06(a) (59) (amends sec. 7701 of the Code)-definitions 
Subparagraph (A) defines the term "Secretary" to mean the Secre

tary of the Treasury or his delegate. (The term "Secretary" is cur
rently defined as the "Secretary of the Treasury".) Subparagraph 
(A) also provides that the term "Secretary of the Treasury" means 
the Secretary of the Treasury, personally, not including any delegate. 

Subparagraph (B) redefines the term "or his delegate"for purposes 
of the Internal Hevenue Code. This term may include, for example, the 
Commissioner of Internal Hevenue. 

To make use of these new terms, subparagraph (A) of subsection 
(b) (14) of section 206 of the bill amends the Internal Revenue Code 
by striking out "Secretarv or his delegate" each place it appears and 
inserting in lieu thereof "Secretary". Paragraphs (B), (C), and (N) 
of subsection (b) (14) strike out" Secretary" and insert in lieu thereof 
'(Secretary of the Treasury" in 26 provisions of the Code which cur
rently use the term "Secretary" without reference to any of his 
delegates. 

Subparagraphs (D), (I), (J), (1,), and (M) of subsection (b) (14) 
change certain derivations of the term "Secretary or his delegate" 
(such as "Secretary nor his delegate") to "Secretary". 

Subparagraphs (E), (F), and (H) of subsectIOn (b) (14) change 
the term "Secretary" to "Secretary of Labor" in the following sec
tions of the Code: 3304( c), 3310 (d) (2), and 3310( e). 

Subparagraph (G) of subsection (b) (14) amends sections 3221(a) 
and 3221 ( c) of the Code by striking out the words "of the Treasury" 
following the word "Secretary" so that the notification of certain ac
tions by employers or by the Railroad Retirement Board required by 
such sections does not have to be made to the Secretary of the Treasury 
personally. 

Subparagraph (1\:) of subsection (b) (4) substitutes "to the Secre
tary of the Treasury (or to such person as the Secretary of the Treas
ury" for "to the Secretary or to such person as the Secretary". 

Chapter 80. General Rules 

Sec. 206(a) (CO) (amends sec. 7803 of the Code)-other personnel 
This paragraph is a clerical amendment redesignating subsection 

(d) as subsection (c), the previous subsection (c) having been re
pealed. 
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Sec. B06(a) (61) (amends sec. 7809 of the Oode)-deposit of collec
tions 

This amendment deletes cross references to provisions repealed by 
the Comprehensive Drug Abuse Prevention and Control Act of 1970. 
Sec. 206(b )-confo1'ming and clerical amendments 

This subsection of the bill makes clerical and conforming amend
ments to several sections and tables of sections of the Code to reflect 
the repeal of Code sections 6105, 6162, 6304, 6417, and 7641 'and the 
amendment of Code sections 6111, 6154. 6416, 6420, 6424, 7448, 7508, 
7509, and 7701 by section 206 (a) of the bill. 
Sec. B06 (c) -(J;1nenci1nents to sections 1'e ferTing to Territories 

This subsection amends sections 6871 (a), 7622 (b), and 7701 (a) (4) 
of the Code by striking ont references to Territories since there are no 
longer any United States Territories. 
Sec. 206(d)-effective date 

Section 206 ( d) provides that, except as otherwise expressly pro
vided, the amendments made bv section 206 are to take effect on the 
first day of the first month which begins m.ore than 90 days after the 
date of enactment of the bill, except that any amendment, when re
lating to a tax imposed by chapter 1 or chapter 2 of the Code is to 
apply with respect to taxable years beginning after December 31,1975. 

SEC. 207. AMENDMENTS OF SUBTITLE G; THE JOINT 
COMMITTEE ON INTERNAL REVENUE TAXA
TION 

Paragraph (1) of subsection (a) substitutes the name "Joint Com
mittee on Taxation" for "Joint Committee on Internal Revenue Taxa
tion" in section 8001. This change is made in the interest of brevity and 
does not change the functions of the Joint Committee. The duties of 
the Joint Committee are set forth in section 8022 of the Internal Reve
nue Code and relate only to internal revenue taxes and to the Internal 
Revenue Service (or any other agency to the extent it is charged with 
administration of those taxes ) . 

Paragraph (2) amends section 8004 to refer to the compensation of 
"the Chief of Staff" instead of "a clerk," thus conforming this provi
sion to the present language of section 8023 (b) . 

Paragraph (3) of subsection (a) strikes out an outdated limitation 
on the cost of stenographic services incurred by the Joint Committee. 

Paragraph (4) is a, clerical amendment to make more read ruble sec
tion 8023 (c), dealing with the inapplicabilitv of reorganization plans 
to the Joint Committee. v 

Paragraph (5) is a general provision that all references in any other 
statute, or in any rule, regulation, or order to the Joint Committee on 
Internal Revenue rraxation are to be considered to be made to the Joint 
Committee on Taxation. 

Subsection (b) provides conforming amendments for appropriate 
changes in references to the Joint Committee on Internal Revenue 
Taxation in sections 6103 ( d) (2) and 6405 (a) of the Code. Subsection 
(b) also makes conforming amendments to the heading of subtitle G 
and to the table of subtitles. 
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Subsection (c) provides that the amendments made by this section 
of the bill are to take effect on the first day of the first month which 
begins more than 90 days after enactment. 

PART II-AMENDMENTS OF CODE PROVISIONS WITH 
LIMITED CURRENT APPLICATION, REPEALS AND SAV· 
INGS PROVISIONS 

Sec. 2'51. Provisions of subtitle A 
Sec. i251 (a) (emplanation of references to sections) 

This subsection eliminates the need of repeated references to the 
Internaillevenue Code of 1954 in this section by providing that, when 
this section of the bill refers to an amendment or repeal of a section 
or other provision, that is to be considered an amendment or repeal 
of a section or other provision of the Internal Revenue Code. 
S cc. 951 (b) (1) (amends scc. 72 of the 0 ode) -certain joint and sur

'ci1Jor annuities 
Subparagraph (A) of this paragraph removes from the Code a 

special provision for joint and survivor annuities where the first an
nuitant died in 1951, 1952, or 1953. Subparagraph (B), however, pro
vides that the deleted provision is to continue to apply in cases of 
annuity contracts under which distributions were made in taxable years 
beginning before January 1, 1976, and to which the delet~d provision 
was applIcable. 
Sec. '251 (b) ('2) (amends sec. 1,08 of the Oode )-railroad corporations' 

discharge of indebtedness 
This provision strikes out a special rule of very limited current ap

plicability relating to an exclusion from the income of railroad corpo
rat~ons for income arising from the discharge, cancellation, or modifi
catIon of indebtedness pursuant to a receivership proceeding or re
organization proceeding; under section 77 of the BankI1lptcy Act which 
was commenced before J anu.ary 1, 1960. The special rule continues to 
apply, however, to any existing railroad corporation receivership or 
reorganization proceeding commenced before 1960. 

Sec. '251 (b) (3) (amends s6c.16.4 of the Oode)-payments for mu
nicipal-type services in Atomic Enepgy Oommunities 

This paragraph strikes out a provision that authorizes deduction of 
certain amounts paid to the Atomic Energy Commission (or its succes
sors, currently the Nuclear Regulatory Commission) for municipal
type services in atomic energy communities. However, the committee 
understands that payments are still being made for such services in 
Los Alamos, New Mexico. For this reason, the provision is to have 
continued application to amounts paid or accrued in a community in 
which the Commission's successor provided municipal-type services 
on December 31,1975. 
Sec. 9.51 (b) (.4) (pepeaZs sec. 168 of the Oode)-60-month amoptiza

tion of emergency facilities 
. This paragraph repeals the provision allowing five-year amortiza

tlOn of emergency facilities. The provision is largely obsolete since 
certification of an emergency facility is required if the rapid amortiza-
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tion is to be allowed, but the existing prQvision does not permit certifi
cation after 1959. 

SQme additional language in the bill's provision is necessitated by 
a confQrming amendment to' section 642 (f) of the Code. 

Sec. 251 (b) (5) (amends sec. 171 o.f the Oode)-amortizable bond 
premium for certain bonds acquired after J anttary 22, 1954, and 
before January 1, 1958 

This provision strikes from the CQde a special rule relating to the 
amQrtizable bond premium of taxable bonds (fQr which an election is 
made under section 171 ( c) of the Code) issued after January 22, 1951, 
with a call date not more than three years after the issue date, if 
acquired by the taxpayer after January 22,1954, and before January 
1,1958. 

Although stricken from the Code, this special rule is retained in 
the public laws for all such bQnds. 

Sec. 251 (b) (6) (amends sec. 33.'3 of the Oode)-liqtddations of cer
tain corporations affected by the ReVen1f;e Act of 1964 

This paragraph deletes a prQvisiQn allowing stockholders to' elect 
the application of certain nonrecognition Qf gain rules in cases of 
liquidation distributiQns of cQrpomtions that were not personal hold
ing companies in one of the twO' taxable years ending befQre Febru
ary 26, 1964 (the date of enactment of the Revenue Act of 1964) but 
which would in that year have been persQnal holding cQmpanies under 
the new, stricter provisiQns of that Act. 

Shareholders of such corpQratiQns may still claim the benefit of 
nonrecognition Qf gain rules applicable to' liquidatiQns after 1966 if 
their cQrporations meet certain tests and rel"juirements set Qut in the 
existing section 333 (g) (2). TherefQre, the bill retains those particular 
prQvisiQns in the public laws, althQugh they are deleted frQm the 
CQde. 

Sec. 251 (b) (7) (amends sec. 453 of the Oode)-certain installment 
sales prior to 1954-

This paragraph strikes frQm the Code references to the tax treat
ment Qf payments en installment sales Qf realty and casual installment 
sales ef personalty concluded before 1954. The special rule applicable 
to' thQse sales made befere 1954 is retained in the public laws, how
ever, fQr the continued use of taxpayers now eligible to use this rule 
because their sales were covered by sectien 44 (b) of the Internal 
Revenue CQde of 1939. (Before 1954, installment sales tax treatment 
for sales ef this class CQuld be Qbtained enly if there was a .paym~nt 
er payments of a total nQt exceeding 30 percent ef the sellmg prIce 
in the taxable year Qf the sale. After 1953, it was not required that 
there be any payment in the year ef sale.) 

Sec. 251(b) (8) (amends 8ec.512 of the Oode)-exclusions from 
unrelated business taxable income 

This paragraph deletes a prevision Qf the Code (sec. 512(b) (13» 
excluding from the definitiQn of unrelated business taxable incQme cer
tain inceme received by exempt trusts created by the wills Qf individ
uals whO' died between August 16, 1954, and January 1,1957, if that in
CQme is received by those trusts as limited partners (as defined). Also 
deleted is an exclusion of incQme used by a labQr, agricultural, 0'1' hQr-
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ticultural organization to establish, maintain, or operate a retirement 
home, hospital, or similar facility, if the income is deri~ed from agri
cultural pursuits on grounds contiguous to the facility· and if the 
income does not provide more than 75 percent of the cost of operating 
or maintaining the facility. 

For both cases, a savings provision is retained in the public laws 
to continue to allow these exclusions. 
Sec. 251 (b) (9) (amends sec. 545 of the Oode)-deductions allmrable 

in computing personal holding company inco1Jw 
'Jlhis provision strikes from the Code a paragraph (sec. 545 (h) (9» 

which permits the deduction from personal holding company income 
(upon which a special 70-percent tax rate is ,imposed) of the amount 
of any properly filed lien in favor of the United States to which the 
taxpayer is subject at the end of the taxable year. This provision 
appears to have rare, if any, usage now. It was enacted in 1951 for the 
benefit of a personal holding company which is no longer in existence. 

The paragraph to be deleted also requires the sum of the amounts 
deducted to be recaptured by their inclusion in the taxable income of 
the taxpayer for the year the lien is satisfied or released, and it permits 
the taxpayer's shareholders to compute the income tax on dividends 
attributable to amounts so included in income as though they were 
received ratably over the period the lien was in effect. These latter 
provisions are retained in the public laws for application to recaptures, 
on account of liens satisfied or released in taxable years beginning on 
o~ after January 1, 1976, of deductions taken in taxable years begin
mng before that date. 
Sec. 251 (b) (10) (amends sec. 691 of the Oode )-installment obliga

tions received from a decedent 
This paragraph deletes the provision allowing taxpayers to elect 

t? report, on a pro rata basis, installment payments on certain obliga
tIOns transferred from a decedent (in taxable years to which the 1939 
Code applied) without the necessity of maintaining a bond with the 
~nternal Revenue Service to guarantee the proper reporting of the 
mstll;llment payments, as had been necessary with respect to returns 
reqmred to be filed before September 3, 1964. 

It is believed either that none of these obligations are still outstand
ing' or, if any are, that the taxpayers have already exercised the 
election. This amendment preserves the rights of any taxpayers still 
reporting such installment payments who will have made the election 
with respect to taxable years beginning before January 1, 1976. 
Sec. 9251 (b) (11) (amends sec. 817 of the Oode)-life insu,rance com-

pany gains on transactions occurring prior to January 1, 1959 
This paragraph deletes from the Code section 817(d), which ex

cludes from taxation gains realized by life insurance companies in 
cases of gains from, or considered under the life insurance company 
tax provisions as from, the sale or other disposition of a capital asset 
(or of property which, except for section 817 (d), would constitute 
section 1231 assets) before 1959. Before 1959, such gains were usually 
not subject to tax in the case of life insurance companies. 

It is unlikely that this provision has any current applicability since 
taxpayers are not likely to be currently receiving gains from pre-1959 
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dispositions, except in the limited area of installment sales. In those 
cases, the number of transactions to which the provision might apply 
may be expected to decrease each year. For these reasons, the provision 
is removed from the Code, but retained in the public laws. 
Sec. '251 (b) (1'2) (repeal8 8ec.1347 of the Oode)-claim8 filed against 

the United State8 before January 1, 1958 
This paragraph deletes from the Code a provision limiting to 33 

percent of the amount paid (without taking into account the interest 
paid), the tax payable on payments by the United States on claims un
paid for 15 years and involving the acquisition of property. The pro
vision applied only if the claim was filed before January 1, 1958. 

It is believed that no claim of the type described in section 134'7is 
still outstanding. If any does exist, however, it will remain subject to 
the same tax treatment by virtue of the inclusion in the public laws 
of the provision deleted from the Code. 

Several conforming changes necessitated by the deletion of section 
134'7 are also made. 

Sec. '251 (b) (13) (repeal8 8ec. 1.~71 of the Oode)-1'ecovery of exce8-
8ive profit8 on Government contract8 subject to the Vinson-Tram
mel Act 

This paragraph deletes from the Code a provision relating to a few 
possible situations of excessive profits on Government contracts not 
covered by the Renegotiation Act. In addition, the provision would be 
fully operative if the Renegotiation Act should ever be allowed to 
expire. Since this provision does not involve taxation as such, but 
instead provides for collection of certain excessive profits as taxes are 
collected, it is removed from the Code but retained in the public laws. 
Sec £51 (b) (14) (amend8 8ec. 1481 of the Oode)-1'enegotiated ex-

ce88ive defense contract profit8 of taxable year8 governed by the 
Internal Revenue Oode of 1939 

This paragraph deletes from the Code a provision (section 1481 (d) ) 
regarding the readjustment of taxes for taxable years governed by the 
Internal Revenue Code of 1939 if excessive defense contract profits 
taxed in those years are recaptured by the Government pursuant to 
the Renegotiation Act of 1951, as amended. 

It is believed that no years governed by the Internal Revenue Code 
of 1939 (in general, taxable years beginning before January 1, 1954) 
are now in court or in the renegotiation process. However, it appears 
that some excessive profits renegotiated for years subject to the 1939 
Code are still being collected. In addition, defense contractors and sub
contractors who failed to file reports of renegotjable profits for those 
years could be required to file such reports (although this is con
sidered an unlikely possibility). For these reasons, the provision 
deleted from the Code is retained in the public laws. . 
Sec. £51 (b )-conforming and clerical amendment8 

This subsection provides conforming and clerical an,endments 
necessitated by the repeals made by section 251 (a) of the bill. 
Sec. 9251 (c )-ejfective date 

Subsection (c) provides that the amendments made by section 251 
(a) and (b) of the bill, except as otherwise expressly provided, are to 
apply to taxable years beginning after December 31, 1975. 
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SEC. 252. PROVISIONS OF SUBCHAPTER D OF CHAPTER 
39; COTTON FUTURES 

This section repeals provisions (sections 4851 through 4877 of the 
Code) taxing cotton futures contracts. These provisions impose pro
hibitory taxes upon cotton futures contracts which do not meet the re
quirements set forth in these provisions and in related Department of 
Agriculture regulations. No tax is collected under these provisions, 
which provide the necessary authority to regulate the cotton futures 
market. (See legislative findings in title 7 of the United States Code at 
section 5, 6a (first sentence), and 2101 (second and third sentences).) 
The bill reenacts these provisions (providing appropriate penalties), 
which results in transferring the law on this subject out of the Inter
nal Revenue Code. The material in this section has been reviewed bv the 
Department of Agriculture, the New York Cotton Exchange, and the 
staif of the Committee on Agriculture of the House of Representatives. 

A number of conforming and clerical amendments to the Code are 
necessitated by the repeal of sections 4851 through 4877 and are made 
by subsection (n). The provisions of this section of the bill are to take 
effect on the 90th day after the date of enactment. 

o 




