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J:t f~ct Ive 
Uat e: 

eJi tends Insular Poss~ ~ .. Ion .. · tar Iff 
t r eatment to Free lv A ossoc lAte(j State!> 
(FA S ) tflru General tieacJnota 3( .. ). 

AI lows FA'Ci t o ta Ji U . S. pRrSOIlS o n Il1come 
earned In or prorfur. t s con S llrneri In FAS. 

(a) e .. empt5 FA S ctt lums dOl"t c lted In 
FAS from U.S ta ll on U .S. sou,.ce nas s lve 
1 ncome . 

( b ) E II emp t s rI\. Sc i t I zen s dom I c I I "tI 
FA!. from U .S . es tat s, gift. all" 
gene rat ton-&kl pp ing tallt' 5. 

(a) FA S lIIaV leU Illl. lJIf'le thHI r ~sl " .... ,,, ~ 
receive from SOHrce~ oHtsll te FA ~ . 

(b) Resl derlt of FA S 15 9l1e,npt frvon U.<i. 
ta- H Il1come Is ta_ ert by FAS. (R esi rtpnt 
Is any pP"'son phy~l ca lly prest!nt III FA~ 
fOl ' l(JJ cJays Uur-In~ a t a_allie yeAr.) 

P ' o v\ sILJII~ or CoLl fO tltttl epulft!d ttl 
n oss e ssinns CIS of Jawlary I , 19tHl , wOllld 
he anpliprt to FA S f OI , years after the 
CUIlIJ)act lIe co llle s eff Hc t Ive . Then, tltt! 
U. S . pi o lldses 1 0 glvp. to FA S I.enef It s 
" substantively equivalent .. t o th e 1900 
posse~s.I(HIS ru les . 

Income eaf~"er1 and transact ion!' (IC C ", rl"9 
On or aftt!1 Oc tober' , 1985 

~ ~ ~ ASSOCIATION 

E_tt'flrJ~ tariff tr'eetmant a cc ordecJ 
h@nettctary cnuntries to FA S, 

No change. 

(a) No change . 

(I.>' No c hange . 

(it' No £'hange . 

(ll) OverrlcJe this ,)lu .... I:-;.lol1 . 

Bus 'nt!~~ I,.v~st,"eflt hlLt!nt tves of C:ode 
that app l i ed to pOSSQs~lo lls as of January 
I , 1985, would apply to FA S. If Congress 
Changes the Inc.anttves. they would still 
SlpJJly to FAS for 2 yearS, penrtlng 
negot let iOI) to give to FAS benef its 
"stlhstant 'ally eQu1valent" to the 198-; 
possess' OflS ru I es. 

N o lesser Inc entives shall l,te appl t c able 
t o U . S. Vtr-gln IslancJs, GURm, AmfO,-' c all 
Samoa. No r t hern Mar t <JI\a I s I anLls al1lJ 
Pvel 10 RIc..o for 15 y~a,~ . 

1'1come t:>ar'l1flU and trall sac tlons nC (. \"TII1Y 

on or at-ter October '. 1985 

Joint Committee on Ta_ation 
JCK-9- 1985 
July 18, 1985 

Treat 95 fore'gn count,·y elIgible for 
benef tt5 under gp.uera l Ized 3y~tem of 
nrefergnces. 

CAl Overr lelp. thl3 provision C I.e • U . ~ . 

can ta_ any U .S . source passive Income) 

(tl) Oller ride th's provision for U.~ . 

perso" s (Le .• U. S. can 'mtJo 5e tf8l1sf~r 
ta ... es 011 wor-Idwlde assets of U .~. 

c;til:~ns anLl dumlctllaries.) 

(a) 

lb) (lVrofrrlrlp thlos provision . tonsl-.;tpnt 
wIth nossesslol'ls treatment. tll81e Is nn 
eJicluslo l1 fOI for t!19" earnecJ InLom ... ( SIIC . 
911) . 

Bus'nes ~ investment tnee"t'ves of Code 
that apply to po ... sesslons 85 they chan99 
f r 01" t, tnt! tot i me .. 011 I d atJP 1" to FA S. bu t 
FAS oJ"" U.S ... oulo heve to agree to 
ellchenge taJi Infor'nlet 101'1 I), the k 11'1(j 
listed 11'1 the tel Act by Jopuery I , l!:lS7 . 
To the ell tant that Im: ent Ives are r .. ,lured 
In the future. a t .thorlze a"nroprlat ton5 
to FAS . 

Income earned ano transact Ions n r:C',1I1 ill 
on or af ter Oc totJer I, 19ft 5 




