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December 31, 1973. The bill also includes four amendments
to the Internal Revenue Code and provides for a joint HEW=-
Treasury study of wage reporting requirements. The six
provisions of the bill are discussed below.

Bicycle Parts. H.R. 6642 would continue until December 31,
1976 the suspension of duties on certain bicycle parts,
including generators, derailleurs and caliper brakes,
which terminated on December 31, 1973. The duty suspensions
on these parts were first enacted in 1971 in order to
improve the ability of domestic producers of bicycles to
compete with foreign manufacturers. The bicycle parts
covered by the bill are not generally available from
domestic sources and are normally subject to rates of

duty ranging from 15 to 19 percent. The suspension would
apply retroactively to December 31, 1973, so that articles
which entered between that date and the date of enactment
of H.R. 6642 would not be subject to any duty.

Enactment of H.R. 6642 would continue to benefit U.S.
bicycle manufacturers without detriment to other U.S.
interests. As before, the duty suspension would apply
only to imports from countries granted most-favored-
nation tariff treatment.

Reimbursement for moving expenses of uniformed services
members. Section 2 would authorize the Secretary of the
Treasury to enter into agreements with the Secretaries of
Defense and Transportation extending until January 1, 1976
a previous IRS moratorium on the application of moving
expense tax provisions to armed services personnel.

The most recent extension of the moratorium is due to

expire at the end of the present Congress, and Section 2

of H.R. 6642 would allow additional time for the Congress

to consider a draft bill submitted by the Defense Department
to resolve problems in this area which have arisen under

the Tax Reform Act of 1969.

Repeal of Filled Cheese Act. Section 3 would implement an
Administration proposal to repeal the excise tax and other
regulatory tax provisions on filled cheese. These pro-
visions were originally enacted in 1896 to insure purity
and inhibit the sale of factory-prepared foods in
competition with natural foods. They are now regarded as
obsolete, since the regulatory function of enforcing the
wholesomeness and purity of food falls within the Jjuris-
diction of the Food and Drug Administration. 1In addition,




use of the law to restrict the sale of manufactured
cheese products is no longer considered appropriate.
The revenue loss would be minimal ($10,000 revenue in
1973).

Tax on failure to distribute income. Section 4 would
amend the Internal Revenue Code provision (section 4942)
regarding tax on failure to distribute income, as applied
to the Herndon Foundation's stock holdings in the Atlanta
Life Insurance Company. The latter is the country's

only black-controlled life insurance company.

In order to prevent a shift to white control of the
Company, the Tax Reform Act of 1269 provided a special
exception from the excess business holdings provisions

of the Code to permit the Herndon Foundation to retain

51 percent of the Company's stock. Section 4942, however,
frustrates this congressional intent by requiring a
private foundation to make annual charitable distributions
of its adjusted net income or a percentage of its invest-
ment assets, whichever is greater. The effect of this
requirement would be to make it impossible for Herndon to
retain a 51 percent controlling interest in the company.

Section 4 of H.R. 6642 would amend the minimum distribution
provisions so that the Foundation would not be forced, in
order to make the required distributions, to sell stock
that the Congress intended it to be able to retain.

The Treasury Department indicated no objection to sub-
stantially identical legislation (H.R. 10169) in a report
to the House Ways and Means Committee, stating that enact-
ment would result in no revenue gain or loss.

Study of annual wage reporting system. Section 5 would
require Treasury and HEW to submit to Congress no later
than December 31, 1974 a joint report on the desirability
and feasibility of reporting wages on an annual basis
instead of on the present quarterly basis. Under existing
Treasury regulations, employers are required to submit
quarterly reports of the wages paid to their employees
which are subject to social security taxes. Employers
are also required to prepare the W-2 form which is used
to report an employee's annual earnings for income tax
purposes. '

The substitution of a single combined annual report of
wages for social security and income tax purposes has been
under study for several years. Treasury strongly supports
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the proposal on the grounds that it would reduce a heavy
paper work burden on employers, particularly small
businessmen. HEW supports the objective of combined
annual reporting, but has identified a number of adminis-
trative problems in the implementation of such a proposal.
HEW also believes that reporting wages only once a year
could, to a limited degree, affect the social security
benefits received by some beneficiaries. HEW, accordingly,
urged the Congress not to implement the proposal pending
completion of a joint HEW-Treasury study of the problem
initiated in the Spring of 1973. Both Treasury and HEW
favor enactment of Section 5.

Section 6 - Imposition and rate of tax on still wines.
This provision would increase the amount of carbon dioxide
permitted in still wine from 0.277 to 0.392 gram per
hundred milliliters of wine. This increase is intended

to extend the shelf life of wines with low alcoholic
content by permitting the addition of slightly more carbon
dioxide.

Treasury indicated no objection to similar legislation
(H.R. 3945) in a report to the House Ways and Means
Committee, stating that its revenue effect would be
minimal.

Pt okl

Assistant Director for
Legislative Reference

Enclosure



DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY

WASHINGTON, D. C. 20250

October 21, 1974

Honorable Roy L. Ash
Director
Office of Management and Budget

Dear Mr. Ash:

In reply to your reguest of October 17, the following
report is submitted on the enrolled enactment of H.R.
6642, a bill "To suspend the duties on certain
bicycle parts and accessories until the close of
December 31, 1976, and for other purposes.”

This Department defers to the judgment of the
Department of Commerce regarding this enrolled bill
since that Department has primary responsibility on
this matter.

This bill would amend items 912.05 and 912.10 in the
Appendix to the Tariff Schedules of the United States
(19 U.8.C. 1202) by striking out "12/31/73" as the
terminal date of the tariff suspension period for these
items and inserting in lieu thereof "12/31/76."

This bill would continue to provide temporary duty free
entry into the United States under Column I of the
T.S.U.8. for generator lights under item 912.05. This
bicycle part would otherwise be dutiable at 19 percent
under item 653.39. The bill also provides that the 15
percent tariff under item 732.36 continue to be
temporarily suspended for derailleurs, caliper brakes,
drum brakes, three-~speed hubs incorporating and not
incorporating coaster brakes, click twist grips, click
stick levers, and multiple free wheel sprockets used as
bicycle parts under item 912.10.

Sincer

Juder Seeretary



DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY

WASHINGTON, D. C. 20250

Honorable Roy L. Ash Qctober 25, 1974
Director

Office of Management and Budget

Washington, D. C.

Dear Mr. Ash:

This is to supplement our report of October 21, 1974, on the enrolled
enactment of H.R. 6642, a bill to suspend the duties of certain bicycle
parts. and accessories until December 31, 1976, Our previous report
inadvertently omitted any comments relative to the repeal of regulatory
taxes on filled cheese. These provisions of the bill would repeal all
regulatory provisions affecting filled cheese including: definition of
filled cheese; false branding, sale, packing or stamping in vioclation
of law; failure to pay special tax; property subject to forfeiture; and
appropriate cross-references and tables of parts in chapters 39 and 75
of the Internal Revenue Code of 1954.

The Department has no objection to the President's approval of H.R. 6642
provided appropriate provisions for developing standards of identity and
labeling of filled cheese are promulgated under Title 21 of the Code of

Federal Regulations, Food and Drug Administration, Department of Health,
Education, and Welfare.

This restates our earlier position of November 1970 concerning recommen-
dations made by the White House Conference on Food and Nutrition for
repeal of the Filled Cheese Act, and our report to the Chairman of the
House Ways and Means Committee, dated October 1, 1973, on the bill

H.R, 8676, a bill to repeal the filled cheese regulatory provisions of

the Internal Revenue Code. Our response, in both instances, stated that
the Filled Cheese Act could be repealed if adequate standards of identity
and minimum standards of quality were developed and adequate safeguards
provided with respect to the labeling and identification of these products
to prevent consumer deception.

Sincerely,

J. ?hil Cambbell
Acting Sechetary



U.S. DEPARTMENT OF LABOR
OFFICE OF THE SECRETARY
WASHINGTON

0CT 251974

Honorable Roy Ash |
Director, Office of Management :
and Budget
" Executive Office of the President
Washington, D. C. ~ 20503°

- Pear Mr. Ash:

This is in response to the request of your Office

for our views on the enrolled enactment of H.R. 6642,
"To suspend the duties on certain bicycle parts and
accessories until the close of December 31, 1976,

and for other purposes.” This Department would have
no objection to the President's approval of this -

" measure from the standpoint of its provisions

" relating to the suspension of duties referred to
above.

- The Department defers to the Department of the Treasury
regarding views on section 2 of the enrolled enactment
- concerning application of section 82 ‘and section 217

. of the Internal Revenue Code of 1954 to members of
“uniformed services; section 3 concerning repeal of

- regulatory taxes on filled cheese; section 4 concern-
ing application of section 4942 relating to a tax on

- failure to distribute income, and section 6 concerning
imposition and rate of tax on still wines. We also
defer to the views of the Department of Health,
Education, and Welfare and the Department of the
Treasury concerning section 5 of the bill regarding

a study of combined annual reporting for social security -
and income tax purposes.

Sincerely,




DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

ASSISTANT SECRETARY

0CT 81974

Dear Sir:

This is in response to your request for the views of
the Treasury Department on the enrolled bill H. R. 6642.

Section one of the enrolled bill would extend for
three years, that is until December 31, 1976, the suspen-
sion of duty on certain bicycle parts, presently provided
for in items 912.05 and 912.10 of Subpart B of Part 1 of
the Appendix to the Tariff Schedules. The Department
anticipates no unusual administrative difficulties under
this provision and has no objection to it.

Section two would authorize the Secretary of the
Treasury to enter into agreements with the Secretaries of
Defense and Transportation that would, in effect, extend
a prior administrative moratorium on the application to
members of the armed services of the moving expense pro-
visions of the Tax Reform Act of 1969. The Department of
Defense has submitted proposed legislation to resolve pro-
blems that have arisen under the 1969 Act amendments, and
the Treasury Department supports continuation of the admin-
istrative moratorium pending legislative consideration of
the proposed legislation.

Section three would repeal regulatory taxes on filled
cheese. Originally enacted in 1896, these taxes were in-
tended to ensure purity and to inhibit the sale of factory-
prepared foods in competition with natural foods. The
taxes themselves are relatively low and have generated
little revenue; the more important provisions have been
the accompanying packaging and labeling requirements. At
present, the regulatory function of enforcing wholesomeness
and purity of food is within the jurisdiction of the Food
and Drug Administration, and the Treasury Department supports
the repeal of these obsolete tax provisions.



Section four would amend section 4942 of the Internal
Revenue Code (respecting tax on failure to distribute income)
as applied to the Herndon Foundation's holdings of stock in
Atlanta Life Insurance Company ("Atlanta"), the country's
only black-controlled life insurance company. So that the
new private foundation would not force a shift in control of
Atlanta from the black to the white community, the Tax Reform
Act of 1969 provided a special exception from the excess busi-
ness holdings provisions to permit the Herndon Foundation to
retain up to 51 percent of the stock of Atlanta. This pro-
vision amends the minimum distribution provisions so that the
foundation will not be forced, in order to make the reguired
distributions, to sell stock that Congress intended it could
keep. Our report of January 21, 1974 (copy enclosed), on
H. R. 10169, a substantially identical provision, indicated
that we had no objection to such an amendment.

Section five would require the Departments of the Treasury
and Health, Education and Welfare to submit to Congress, no
later than December 31, 1974, a joint report on their study
of the desirability and feasibility of instituting a system
of combined social security-income tax reporting on an annual
basis. The Treasury Department strongly supports the in-
stitution of combined social security~income tax reporting
on an annual basis and believes that ideally such a system
would provide for annual reporting of annual wages (rather
than annual reporting of quarterly wages as has sometimes
been suggested). While the feasibility of combined wage re-
porting must be determined in part with reference to potential
increased social security coverage costs and any administrative
burden a change in reporting would cause for the Department of
Health, Education and Welfare, we would urge that resolution
of this issue be made an Administration priority as a matter
of government-wide concern and that, in its resolution, due
regard should be given to potential cost savings for small
and large business from more simplified reporting require-
ments. In any event, we understand that the completion of
the required report by December 31, 1974, will not create
any undue difficulties for either Department.
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Section six would increase the amount of carbon dioxide
permitted in still wine to 0.392 gram per hundred milliliters
of wine. This provision is substantially the same as H. R.
3945, on which we filed a no objection report on April 2, 1974
(copy enclosed), except that section six contains the delayed
effective date we requested in our report on H. R. 3945.

Accordingly, we would recommend that the President approve
this legislation.

.

rederic W. Hickman
ssistant Secretary

Director, Office of Management and Budget

Attention: Assistant Director for
Legislative Reference, Legislative
Reference Division

Washington, D. C. 20503

Enclosures
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220 ‘

ASSISTANT SECRCTARY

. 3

JAN 2 11974

Dear Mf. Chairman ‘ . :

This is in response to your request for the views of the Treasury

’Department on H.R. 10169, "A BILL To amend section 101(1)(3) of

“the Tax Reform Act of 1969 in respect to the application of section
4942(d) of the Internal Revenue Code of 1954 {o private foundations
subject to section 101(1){4) of the Tax Reform Act of 1969, " .

- One of the basic goals underlying the Tax Reform Act of 1969 was
fo eliminate the use of private foundations to maintain control of busi-
ness enterprises, Foundation control of business interests had pro-
duced a number of undesirable results, Competing businesses owned
and operated by taxable entities were placed at a competitive disad-
vantage; benefits fo charity were deferred ' through the accumuwlation
of funds in conirolled busincsses; and foundation managers became
primarily concerned with business affairs rather than with the chari-
table objectives of their foundations: Section 4843 was added to the
Internal Revenue Code by Congress in 1969 to limit the involvement
of private foundations in business enterprises by requiring dlvgsuture
of business holdings down to certain prescribed percentages.

Another basic, and closely related, goal underlying the provisions
of the Tax Reform Act of 1969 was to produce a guaranteed, cu’rrent
payout by private foundations for charitable purpcses. Under the law
prior to the Tax Reform Act, if a foundation invested in assets that
produced no current income, the foundation did not have’to make any
distributions for charitable purposes. . Secction 4842(d) was added to
the Code by Congress in 1969 to produce such charitable distributions
and to prevent avoidance of the income distribution requirement by
foundations which invested in closely held or growth stock, in non-
productive real estate, or in other low yield investments, Thus,
section 4942(d) requires a foundation to make current charitable
distributions of the greater of its-‘adjusted net income or a percen-
tage of its investment assets. . :

In formulating the provisions of the 1969 Act governing the dives-
titure of excess business holdings, Congress considered the unique
circumstances of the Herndon Foundation, Inc. of Atlanta, Georgia.
The Foundation was chartercd on November 22, 1950 and received
its exemption letter on December 18, 1952, The only asset of the
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Foundation, other than a nominal amount cf{ cash, is stock in Atlanta
Life Insurance Company. On December 31, 1/ 68 the FFoundation held
12,447 shares, or 20.7% of the total shares of the Company outstand-
ing. The creator of the Foundaton, Norris 3. Herndon, owned 42, 707
shares representing 71. 2%. Under the terms of Mr. Herndon's will,
and a revocable trust established by him, =21l of his stock will go to
the Foundation on his death. Mr. Herndon has ne close relatives.,

Atlanta Life Insurance Company is a unique example of black
capitalism, founded in 1905 by a former slave, Alonzo F. Herndon.
Atlanta Life stock has always been closely held. There is no present
market for this stock, and there does not exist in the black commu-~
nity sufficient financial strength to purchase the stock of the company
and maintain it as a going business. If a sale of the stock or a mer-
ger had been necessary to comply with the private foundation provi=
sions of the Tax Reform Act of 1969, control of the Company would
very likely have passed to the white commuulty. Substantial benefits

-in the form of jobs for black people and financial services in the
black community would have been lost. Such iz result would have
been anomalous at a time when major effert: were being made {o
encourage the ownership and operation of bluck business enterprises.

* When faced with the above circumomnces in 1969, Congress chose
to enact special legislation (section 101(i)(4) of the Tax'Reform Act
of 1969) specifically designed to ease the excess Lusiness holdings
divestiture requirements of section 4243 ol ihe Jode so that the
Herndon Foundation could permanently retain s gomty control over
Atlanta Life Insurance Company.‘

Section 101(1)(4) of the Tax Reform Act of 1969 permits the
Foundation to retain, without the impc.:iiicn of ihic taxes imposed
by section 4943 of the Code, 51% of the votina stont of the Company.
The manifest purpose of this savings provis.un v ¢ = to prevent
Herndon from being required to dispose of ifs conrirolling interesi

- in the Company which it would otherwise bave had to sell to comply
- with the Act's limitations on the permitted tioidings of interests in
business enterprises. ‘

It is now apparent that, absent furicer reiisf, this Congressional
purpose will be frustrated by the apphccu\) of section 4942(d) of the
Code. This provision requires a privaiz foundaiion to make annual
charitable distributions of the greater of its adjusted net income or
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a pertentage of its investment assets (known as the minimum invest-
‘ment return). Since the Company's stock normally can be expected
to produce a current yicld (approximately 1. 3%) substantially lower
than its minimum investment return, the Foundation would be required
to divest itself of such stock to fund its payout under section 4942(d).
The application of section 4942(d) in this case would ultimately
frustrate the purpose of section 101(1){(4) by making it impossible

for the intended 51% controlling intcrest to be retained. :

In order to effectuate fully the relief intended by Congress in
enacting this savings provision in 1969, H, R. 10169 provides that,
in applying section 4942(d) of the Code to a foundation described in
section 101(1)(4)(A) (i.e., the Herndon Foundation), the minimum
investment return (computed under section 4942(e)} and the adjusted.
net income (computed under .section 4942({)) shall be determined
without regard to the foundation's stock holdings described in sec-
tion 101(X4)(A)(ii) of the Reform Act (i. e., the Atlanta Life stock),
but the income derived from such stock holdings shall be added to
the annual amount that the foundation must pay out to public charity.

Although the Treasury Department objects to the principle of
H.R. 10169 insofar as it represents an exception to the disiribution
- requirements of section 4942, we also recognize the unique circum-
stances that motivated the Congressional decision to give special
treatment to the Herndon Foundation to prevent a black controlled
business from passing to the white community, and we appreciate
that H.R. 10169 may be a necessary complemcnt to section 101(1)(4)
to ensure thls obgectlve.

Thus, we are not opposed to H R 10169 in llght of the special
background and purpose of section 101{1}(4) and the unique circum-=-
stances of this case which were recognized and endorsed by Congress
in 1869, We remain opposed, however, to any erosion of the mini-

- mum distribution requirements which we proposed in 1969, Accord-
ingly, our position on H.R. 10169 does not constitute an endorsement
- of the principle of the bill, but rather a confirmation of the Congres-
sional recognition of the special c1ra,umstances of this case,

I enacted, H.R. 10169 would result in no estlmated revenue gain
or loss. _
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The Office of Management and Budget has advised the 'I‘reasury\

Department that there is no objection {rom the standpoint of the
Adminigtration's program to the presentation of thds report,

Sincerely yours,
8/, Frederic W.. Hickman

S : . Frederic W, Hickman
. . -+ Aspsistent Secretary

.

%

The Haharable o S S R
Wilbur D. Mills, Chairman : S g
Commitltee on Ways and Means T

L

Waslington, D.C. 20516 . o W e
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This 1o in rceponse to &our request for the views of this Depart-
ment on H. R. 3745 introduced by lr. Corman. H. R, 3945 would in-
erease the emount of cerbon dioxide permitted in gbilld vinc to

.ﬁo.opz grea per hundred millxllters of wine,

Currently, wines ere divided into two catcrorles for tax purpoues'

- 84111 winee, and champasne and other sparkling wines. The retes on

51111 vines are: 17 cents o gallon if containing not more than 14 par-
cent of alcohol by volume; 67 cents a gallon if containing more than
14 percent and not more than 21 percent of alcohol by volume; and
$2.25 a gallon 1f contadning more than 21 percent and not more than

24 percent of alcohol by volume, Charmpeogones and othex sp“rsling

~ wines are teed at $3.40 a gallon if naturally corbonated and $2.40 per

gallon if ertificially carbonated.

Prior to the Bxcise Tax Technical Changes Aét of 1953, the 1w

and regulations repgarding still wwines provided no tolerance as to

coxrbon dioxide content. This resulted in complionce and administrative
difficulties becouse a certain smownt of carbonation is & normal

 consecuence of the fermentation process by wihich irine 1s produced.
Furthermore, the addition to, or wetentlon in, stlll wine of small

cuantities of carbon dioxide improves itg character and flavor.

The aforcmentioned 1958 lepislation provided that still wines-
could contain not more than 0.256 gram of carbon dioxide per hundred
milliliters of wine. The tolerance level for carbon dioxide was
accepled with the understanding that 1% did not include effervescent
wine, - (llouse Report No. 481, 85th Cong., 1st. Sees., p. 111.) As
a matter of fact, the 0.256 gram level definitely achieved this
objective bocause the first 0.196 gram of carbon dioxide dissolves

in the wvine without a pressure incrcase and is cuite slovly released

when the wine 1o poured.

The permin sible carbon dioxide content oP +i11 winc wasg increa«ed
to 0.277 pram per hundred rmilliliters of wine by the Escise Tax
Reduction Act of 1965. The chenge was supported by the argument “that
the present definltion is too restrictive to serve esdecuntely the
purpose intended." (Sen. Report Xo. 324, 89th Cong., 1st. Sess., p. 52.

L4
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Whet the statement meant was that the degree of carbonafion then
- permitted was so low that there vere technical difficulties in
deterr:dmng when the limit wasg reached.

The professed objective of the proposed increase is $o improve .
the shelf life of wines of low clecholic content, say below 10 percent
of alcohol by volume. Etill wines today generally do not contain
less then 11-12 percent of aleohol by volume, but certain producers
aro working to expand the market for wines by producing vines with
leas than 10 percent of alechol by volume. llovever, as the clcoholic
- content of a wine decrecases, it tends to deterlorate more cuickly
because there is lecs alcohol to act as a prescrvative. I Jow

- aleohol content stlll wines were produced with a greater volume of

carbon éio:iide than now permitted, this would help precerve the color
and flavor by displocing some of the oxygen vhich reects with the
bacteria in the produet. Certain chemiczal additives provide on
alternative to increased carbon dloxide for stabilizing wine.

Wine contzining carbon dioxide at a level of 0.392 gram per
hundred mildiliters would hove some gppearance of elfervescence, 1l.e.,
there wonld be a very modest emount of bubbles relcased during the
" period the produet was in the consumer's glass. But the efferves-
cence would in no maner bo comparable to that of champagne or
similar wines vhich custonsrily have a carbon dlotide content of
T 0.980 - 1,170 grams per hundred milliliters. Consequently, we do
not feel that wines carbonated to the 0.392 gran level would be
purchased in liecu of champagne, or- spurkling wines with o similer
level of carbonation. ~ In addaition, it should be noted that labeling
and packnging of still wine {to mlsrcpresent i‘L a5 an effcrvescent
wine it prohibited by regulations {27 CIR % I4) implementing the
Federal /Alcohol Administration Act ond by zsectlon 5602 of the '
JInternal Revenue Code. Co

There is o cmall amount of carbonated and sparkiing wine
marketed which has a lovel of coarbonation not pgreatly in excess of
the ¢.392 gram level, c¢.g., some imporied hard ciders, which counld
‘be affected by ldberslizing the carbon dloxide content of still wine.
It might be possible for producers to reforamulate some of these.
products to coue within tha 0.392 gram 1limit, or soms consumers”
thercof might transfeor their purchases to still wines produced in
~aecordanco with the liberalized carbon dioxide loevel proposed by
H. R, 3945, These moderately carbonated wines enjoy on extremoly .
limited warket, however, ond the revenue from them is not significant.

.
L . -
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8ince practically all the revenus from carbonated and sparkling
winas comes from champegne and wines with a similar high level of
carbonation and we do not believe champagne sales would be affected
by the proposed liberalization of tha carbon dioxide content of
still wines, the revenus eifect of H. R. 3945 should be minimal.

In view of the above considerations the Treasury Department has
no objection to the enactment of H. R. 3945. This 48 the same positic
we took in our report to your Committee on April 17, 1972, on H. R. G71
92nd Congress, vhich proposed the same increase in the permissible
level of carbon dloxdde in still wine. As a matter of adminigtrative
convenience ve would prefer, however, that the effective date be
changed fram the first day of the first calendar month which begins
more than 10 days after enactment to the beginning of the month which
begins more than Q0 days after enactment.

T™e Office of Management and Budget has advised ths Treasury
Department that there is no objection from the standpoint of the
Administration's program to the presentation of this report.

Bincerely yours,
. s/ Frederic W. Hickman

Lo Frederic W. Nickman
~ ‘ " Assistant Secretary

The Honorable -
Wilbur D, Mills
Chairman, Committee on Ways and Means
House of Representatives
Washington, D, C. 20515



GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE
WASHINGTON, D. C. 20301

October 21, 1974

Honorable Roy L. Ash

Director, Office of Management
and Budget

Washington, D, C. 20503

Dear Mr. Ash:

Reference is made to your request for the views of the Department

of Defense with respect to the enrolled enactment of H. R, 6642,

an Act "To suspend the duties on certain bicycle parts and accessories
until the close of December 31, 1976, and for other purposes. "

The Department of Defense defers to other proponent Government
agencies with regard to the merits of Sections 1, 3, 4, 5 and 6.

The Department of Defense strongly supports Section 2 which will
authorize the Secretary of the Treasury to enter into agreement with

the Secretary of Defense and the Secretary of Transportation, with

res pect to the Coast Guard, under which the Secretary concerned will

not be required to withhold tax on, or to report, moving expense reim-
bursements made to members of the armed forces. This section will
also authorize the Secretary of the Treasury to permit members of the
armed forces not to include in adjusted gross income the amount of any
reimbursement in kind of moving expenses and to permit such taxpayer
to deduct from gross income any amount paid by him as moving expenses,
in connection with a required move, in excess of reimbursement received
for such expenses, to the extent otherwise deductible by law. The pro-
visions of this section will apply to taxable years ending before January 1,

1976.

In effect, Section 2 will approve continuation of a moratorium on the
moving expense reporting requirement, which was initially granted for
a two year period in 1970 by the Internal Revenue Service in order to
permit time for the Department of Defense to seek permanent legislative
relief. The moratorium has periodically been extended since, with the
current extension ending with the present session of Congress. It was



noted by the Internal Revenue Service that this would be the last
extension granted, short of legislative relief.

The Department of Defense has consistently sought legislative relief
from the moving expense reporting requirement due to its costs and
because of its inequity as applied to members of the military. In order
to establish and maintain the necessary reporting systems, it would
cost the services approximately $1.8 million in fixed costs and about
$6. 2 million in annual operating costs. These would not be offset to
any significant degree by increased tax revenue because moving expense
reimbursements included in gross income would be offset, in the great
majority of instances, by comparable deductions. Further, imposition
of the moving expense reporting requirement would allow full application
of the so called ''39 week' and '"50 mile' tax rules, which as applied to
the military are extremely unfair in that such members are required to
make frequent moves at the convenience of the Government.

The Department of Defense will continue to seek permanent legislative
relief from the military moving expense reporting requirement and

other objectionable provisions of tax law. H.R. 6642 will provide tempo-
rary relief, particularly in regard to the reporting requirement, and the
Department of Defense strongly recommends its approval by the President.

Sincerely,

Martin R, Hoffmann



OFFICE OF THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

OCT 18 174

Honorable Roy L. Ash .

Director

Office of Management and Budget
Washington, D. C. 20503

Dear Mr. Ash:

Reference is made to your request for the views of the
Department of Transportation concerning H.R. 6642, an
enrolled bill

"To suspend the duties on certain bicycle parts
and accessories until the close of December 31,
1976, and for other purposes.”

Only Section 2 of the enrolled bill directly impacts on
this Department. That section authorizes the Secretary

of the Treasury to enter into agreements with the Secretary
of Defense and the Secretary of Transportation under which
they will not be required to withhold a tax on moving expense
reimbursements made by them to members of the armed forces.
The Secretary of the Treasury could also authorize a member
of the armed forces not to include in adjusted gross income
the cash value of moving expenses paid by the armed forces.
Finally, the Secretary of the Treasury could authorize a
member of the armed forces to deduct any amount of moving
expenses paid by him incident to an authorized change of
station. The provisions of section 2 will apply to those
tax years ending before January 1, 1976.

The Department of Transportation supports the enactment of-

H.R. 6642. The authorization to exempt until January 1, 1976,
members of the armed forces from the application of the

Internal Revenue Service moving expense rules adopted in the

Tax Reform Act of 1969, will directly benefit the Coast Guard
and its military members. Additionally, it will allow the armed
forces sufficient time to seek a permanent legislative

solution to the problem of the moving expense provisions of

the Internal Revenue Code in regard to military transfers.



From the standpoint of our interest in the enrolled bill, the
Department recommends that the President sign H.R. 6642.

Sincerely,

/(4. LA
Rodhey E. fyster



DEPARTMENT OF HEALTH, EDUCATION. AND WELFARE

Honorable Roy L. Ash 0 CT 2 2 1974

Director, Office of Management
and Budget
Washington, D. C. 20503

Dear Mr. Ash:

This, is in response to Mr. Rommel's request of October 17,
1974, for a report on H.R., 6642, an enrolled bill "To
suspend the duties on certain bicycle parts and accessories
until the close of December 31, 1976, and for other
purposes,.”

Only sections 3 and 5 of the bill are of concern to this
Department. Section 3 would repeal provisions of the
Internal Revenue Code that impose taxes and related
requirements regulating the manufacture and sale of filled
cheese, a substance made of milk and vegetable oils or
other compounds. First enacted in 1896, the "Filled
Cheese Act," as it came to be known, was one of a number
of measures intended to ensure the purity and inhibit the
sale of a variety of manufactured foods that were then
coming into competition with natural foods. Since the
enactment of the Food, Drug, and Cosmetic Act, the regulation
of the purity of food has become the responsibility of this
Department. The Filled Cheese Act is therefore no longer
needed as part of the Internal Revenue Code to ensure the
product's wholesomeness.

Moreover, it seems no longer appropriate to inhibit the
competition of factory-prepared foods with natural foods.
Filled cheese is inexpensive and nutritious. Accordingly,
repeal of the Act was endorsed by the 1969 White House
Conference on Food, Nutrition, and Health and was proposed
to the Congress by the Department on February 8, 1974. We
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endorsed section 3 of the bill, as added by the Senate,
in the Department's letter of August 30, 1974, to the
House Committee on Ways and Means, and the Department
supports its enactment.

Section 5 of the bill would direct the Secretary of the
Treasury and the Secretary of Health, Education, and
Welfare to submit to the House Committee on Ways and Means
and the Senate Committee on Finance, by December 31, 1974,
a joint report on the desirability and feasibility of
instituting a system of combined social security-income
tax reporting on an annual basis. The Department supports
the objective of combined annual reporting and has, for
some time, been working with the Treasury Department to
develop a proposal which will meet that objective. The
results of that work will be available in the near future.
We therefore support section 5 of the bill.

The Department therefore supports enactment of H.R. 6642,

subject to consideration of the views of affected agencies
on the other provisions of the bill.

Sincerely,
Secretary



DEPARTMENT OF STATE

Washington, D.C. 20520

ocT 18 1974

Honorable Roy L. Ash, Director
Office of Management and Budget
Washington, D.C. 20503

Dear Mr. Ash:

- The Secretary has asked me to reply to your communica-
tion (Office of Management and Budget Memorandum, dated
October 17, signed by Mr. Rommel) requesting our views
on H.R. 6642, an enrolled bill extending the suspension
of the import duty on certain bicycle parts and acces-
sories.

The Department of State has no objection, from the stand-
point of the foreign economic relations of the United States,
to the enactment of the proposed legislation. In so
concluding, we note that the text of the bill includes a
number of provisions amending or repealing various sections
of the Internal Revenue Code and Social Security Act and
defer to other executive agencies on the effects of the
proposed amendments on our tax and social security policies.

Cordially,

Linwood Holton

Assistant Secretary for
Congressional Relations



GENERAL COUNSEL OF THE
DEPARTMENT OF COMMERCE
Washington, D.C. 20230

0CT 21 1974

Director, Office of Management
and Budget
Washington, D. C. 20503

Attention: Assistant Director for Legislative Reference

Dear Mr. Ash:

This is in reply to your request for the views of this Department
concerning H. R, 6642, an enrolled enactment

"To suspend the duties on certain bicycle parts and
accessories until the close of December 31, 1976,
and for other purposes,'

In addition to suspending the duties on bicycle parts, H.R. 6642
would amend the Internal Revenue Code to delete provisions
imposing taxes on filled cheese, amend the Internal Revenue
Code with respect to the tax treatment of certain charitable
foundations, provide for a study by the Secretaries of Treasury
and Health, Education, and Welfare of instituting a joint reporting
system for social security and income taxes and permit the addi-
tion of a greater amount of carbon dioxide to certain still wines,
Finally, the bill would continue until January 1, 1976 the morator-
ium now imposed administratively on taxation of moving expense
reimbursement for members of the armed forces.

The Department of Commerce would interpose no objection to
approval by the President of H. R. 6642,

Enactment of this legislation would involve no increase in
expenditures by this Department.

Sincerely,

Kaal €. RBakeh e

General Counsel



OFFICE bF THE SPECIAL REPRESENTATIVE
FOR TRADE NEGOTIATIONS

ExecuTtive OFrFice OF THE PRESIDENT
WASHINGTON
20506

October 21, 1974

W. L. Rommel, Esquire
Assistant Director for
Legislative Reference
Office of Management and Budget
Washington, D. C. 20503

Attention: Mrs. Garziglia
Dear Mr. Rommel:

Reference is made to your request of October 17,
concerning enrolled bills, H.R. 11452, H.R. 11251,
H.R. 13631, H.R. 12035, H.R. 7780, H.,R. 6191, H.R. 6642,
H.R. 11830, and yvour request of October 21 concerning
H.R. 12281.

This Office considers that the import duty
suspensions provided by these bills provide no reason
for withholding Presidential signature. We would,
however, yield to the Treasury Department as to the
advisability of the Administration's concurrence
with the tax riders to each of these duty suspension
bills.

| Sincerely,

}{
John Greenwald
Attor{ Advisor












THE WHITE HOUSE

™~ ACGTION MEMORANDUM WASHINGTON ' LOG NO.: 691
Date: mmmy,/ 1974 . Time: 12:00 Noon
FOR ACTION: ichael Duval cc (for information): Warren K. Hendriks
NSC/S Jerry Jones
Phil Buchen Paul Theis

Bill Timmons

FROM THE STAFF SECRETARY

DUE: Date: Friday, October 25, 1974 Time: 2:00 p.m,

SUBJECT: Enrolled Bill H.R. 6642 - Temporary Suspension
of Duty on Bicycle Parts and Accessories

.

ACTION REQUESTED:

- For Necessary Action XX For Your Recommendations

Prepare Agenda and Brief Draft Reply

e For Yourr Comments ... Draft Remarks

A, Dewrt”

Please return to Kathy Tindle - West Wing

REMARKS: y

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a o s
delay in submitting the required material, pleuse

Warren K.
telephone the Staff Secretary immediately. arren Hendriks

For the President



S — THE WHITE HOUSE

ACTION MEAMORANDUM WASHINGTON LOG NO.: 691

Date: QOctober 23, 1974 Time: 12:00 Noon

FOR ACTION: MicgHael Duval cc (for information): Warren K, Hendriks
c/s Jerry Jones
hil Buchen Paul Theis

Bill Timmons

FROM THE STAFF SECRETARY

DUE: Date: Friday, October 25, 1974 Time: 2:00 p.m,

SUBJECT: Enrolled Bill H.R. 6642 - Temporary Suspension
, of Duty on Bicycle Parts and Accessories

¥

ACTION REQUESTED:

e For Necessary Action ' XX For Your Recormmendations
e Prpaye Aggndu and Brief . . Draft Reply
. For Your Comments — Draft Remarks

REMARKS:

Please return to Kathy Tindle - West Wing

Wo A
A-C

PLEASE ATTACH THIS COPY TO I\‘IATERIAL'SUBMITTED.

If you have eny questions or if you anticipate a

celay in submiiting the required material, please .
Warren K. Hendriks

telephione tihe Staff Secrelary i iately.
Bty he Staf? 5 ary immediately For the President



THE WHITE HOUSE

WASHINGTON
October 24, 1974

MEMORANDUM FOR: MR. WARREN HENDRIKS \\g /
FROM: WILLIAM E, TIMMONSQW\Q\

SUBJECT: Action Memorandum ~ Log No. 691
. Enrolled Bill H, R. 6642 - Temporary
Suspension of Duty on Bicycle Parts
and Accessories

The Office of Legislative Affairs concurs in the attached
proposal and has no additional recommendations.

Attachment



THE WHITE HOUSE

ACTION MEMORANDUM WASHINGTON 1,0G NO.: 691

Date: October 23, 1974 Time: 12:00 Noon

FOR ACTION: Michael Duval cc (for information): Warren K. Hendriks
NSC Jerry Jones
Plril Buchen Paul Theis

ill Timmons

FROM THE STAFF SECRETARY -

DUE: Date: Friday, October 25, 1974 Time: 2:00 p.m.

SUBJECT: Enrolled Bill H.R. 6642 - Temporary Suspension
: of Duty on Bicycle Parts and Accessories

.

ACTION REQUESTED:

- F'or Necessary Bction ( XX For Your Recommendations
—_— Prepoare Agenda and Brief . Dyarft Repif,r
e For Your Comments e e Draft Remarks

REMARKS:

Please return to Kathy Tindle - West Wing

PLEASE ATTACH THIS COPY TO MATBRIAL‘SUBMI'I'I‘ED.

If you have ony questions or if you anticipate a
delay in submilling the required raterial, please

i i Wérren R. He i
felephone the Staif Secreicry immediately. ndriks

For the President












98p CoONGRESS HOUSE OF REPRESENTATIVES RreporT
1st Session : No. 93-611

EXTENDING THE TEMPORARY SUSPENSION OF DUTY
ON CERTAIN BICYCLE PARTS AND ACCESSORIES

OCTOBER 30, 1973.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. Fovron, from the Committee on Ways and Means,
submitted the following

REPORT

[To accompany H.R. 6642]

The Committee on Ways and Means, to whom was referred the bill
(H.R. 6642) to suspend the duties of certain bicycle parts and acces-
sories until the close of December 31, 1976, having considered the
same, report favorably thereon with an amendment and recommend
that the bill as amended do pass.

The amendment is as follows:

Strike out all after the enacting clause and insert the following:
That items 912.05 and 912.10 of the Appendix to the Tariff Schedules of the
United States (19 U.S.C. 1202) are each amended by striking out “12/31/73”’ and
inserting in lieu thereof ‘“12/31/76’.

Sec. 2 The amendments made by the first section of this Act shall apply with

respect to articles entered, or withdrawn from warehouse, for consumption after
December 31, 1973.

Purrose

The purpose of H.R. 6642, as reported, is to extend to the close of
December 31, 1976, the existing suspension of duties on imports of
certain bicycle parts.

GENERAL STATEMENT

The existing suspension of duty, which expires December 31, 1973,
was enacted to improve the competitive ability of domestic producers
of bicycles by reducing the landed cost of certain imported bicycle
parts and accessories which are not available from domestic sources.
In the Committee’s hearings on H.R. 6767, the Trade Reform Act
of 1973, and on other tariff and trade legislation pending before the
Committee, representatives of the domestic bicycle maunfacturers
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testified in favor of H.R, 6642,' on the basis that the existing suspen-
sion of duties on imports of certain bicycle parts has helped domestie
manufacturers to reduce their costs. No objection to H.R. 6642 was
raised by representatives of bicycle parts manufacturers who appeared
in the same hearings.

H.R. 6642 would extend for 3 years the existing suspension of duty
on generator lighting sets for bicycles, normally imported under item
653.39 of the tariff schedules and dutiable at 19 percent ad valorem.
These generating lighting sets are not produced domestically.

H.R. 6642, as amended by the committee, would also extend for
three years the suspension of duty on derailleurs, caliper brakes,
drum brakes, three-speed hubs incorporating coaster brakes, three-
speed hubs not incorporating coaster brakes, click twist grips, click
stick levers, and multiple freewheel sprockets. These parts and
accessories normally are dutiable under item 732.36 of the tariff
schedules at the rate of 15 percent ad valorem.

The committee is informed that with one exception the parts and
accessories imported under item 732.36, on which the duty would
continue to be suspended temporarily, are not produced domestically.
Your committee has amended the bill, as introduced, with regard to
hubs, whether or not incorporating coaster brakes, to provide for the
simple extension of the existing duty suspension rather than broad-
ening the duty suspension to other than three-speed hubs. The
amendment was made in order to avoid suspending the duty on such
bicycles parts which are produced domestically. Further, your com-
mittee is informed that the only domestic producer of click stick
levers does not object to the temporary duty suspension on the
article. In view of the above, your committee is of the opinion that
the extension of the duty suspension provided in H.R. 6642, as
reported, is desirable.

Your committee has received favorable reports from interested
Government agencies as well as an informative report from the U.S.
Tariff Commission. As indicated above, no objection to H.R. 6642
was received in the course of the public hearings on tariff legislation
pending before the committee, or otherwise from domestic producers
of bicycle parts.

Your committee unanimously urges the enactment of H.R. 6642,
as reported.

Errrecr ox THE REVENUES oF THE Birt AND VOTE OF THE
CoymyviTTeE IN REPORTING THE BILL

In compliance with clause 7 of rule X1II of the Rules of the House
of Representatives, the following statement is made relative to the
effect on the revenues of this bill. Your committee estimates that the
extension of the existing suspension of duties on bicycle parts provided
by the bill will not result in any additional revenue loss or adminis-
trative costs.

In compliance with clause 27(b) of rule XI of the Rules of the
House of Representatives, the following statement is made relative
to the vote by the committee on reporting the bill. This bill was
unanimously ordered favorably reported by the committee,

I Hearings before the Committee on Ways and Means, 98rd Congress, 1st. Session, on H.R. 6787, “Trade
Reform,” 1978, part 6.
H.R. 611
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CuangEes 1N Existing Law Mape 8Y TaE Biry, As REPORTED

In compliance with clause 3 of rule XIII of the Rules of the House
of Representatives, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italies, existing
law in which no change is proposed is shown in roman):

TARIFF SCHEDULES OF THE UNITED STATES
* * *® % * ® *

APPENDIX TO THE TARIFF SCHEDULES
PART 1.—TEMPORARY LEGISLATION

. Rates of duty
Ttero Articles Effeciive period
1 2
. - . . - * »
Subpart B.—Temporary Provisions
Amending the Tariff Schedules
* - (] . * L] -
912. 65 | Generator lighting sets for bicyeles | Freeo.oooooo. No change....| Onor before [12/31/78}
(provided for in item 653.89, part 12(31176.
3F, schedule 6).
912,10 | Derailleurs, caliper brakes, drum | Free ..caceo.. No change....| Onorbefore [12/31/73}
brakes, three-speed hubs incorporat- 1281176,

ing comster brakes, three-speed hubs
not incorporating coaster brakes,
click twist grips, click stick levers,
multiple freewheel sprocksts (pro-
vided for in item 732.38, part 5C,
schedul 7).

H.R. 611



Calendar No. 950

93p CoNGRESS  SENATE: - RepoRT
2d Session No. 93—986

EXTENDING THE TEMPORARY SUSPENSION OF DUTY
~ ON CERTAIN BICYCLE PARTS AND ACCESSORIES

JuLy 8, 1974.—Ordered to be printed

Mr. Long of Louisiana, from the Committee on Finance,
submitted the following

REPORT

[To accompany H.R. 6642]

The Committee on Finance, to which was referred the bill (H.R.
6642) to suspend the duties of certain bicycle parts and accessories
until the close of December 31, 1976, having considered the same,
reports favorably thereon with an amendment and recommends that
the bill as amended do pass.

iy
38-010—74——1 te




I. SUMMARY

o bill.—The House-passed bill would continue from January 1,
lglgﬁugﬁrough December g‘l, 1976, the suspension of duties ()It). celr)—
tain bicycle parts and_accessories, The committee bill does (xlxg_t'su i
stantively modify the House bill, but includes & number of additiona.
pr?ﬁ&?&ee amendment.—The first provision added by the commitiee
deals with the application of the moving expense rovmmnsd to mgxp-
bers of the armed services. The Tax Reform Act of 1969 maSe cer 1&11;
revisions with respect to the deduction for moving expenses. : everal gh
the changes made in the 1969 Act present. significant problems WlI
respect to their application to members of the armed z@rx71ces. 13
addition, changes dealing with reporting and withhol fmg vséqu
improve administrative burdens on the Department of Defense. ﬁlce
the enactment of the 1969 changes, the Internal Revenue Sgrﬁnce &St’,
by administrative determination, provided a moratorium W{)‘o res gl:
to the application of the new moving expense rules to mem erts o 2
armed services and to the Department of Defense. The m(’)I?h recen
extension of this moratorium expired at the end of 1973. The com-
mittee has by legislation extended this moratorium one Iifl()l_’el };gsar
until January 1, 1975, pending the development of a legislative
SO}%ﬁglzgecond committee provision repeals the tax and other ée%u-

tory provisions on filled cheese in the Internal ,Revemﬁe }? le.
“These provisions, which were originally enacted to regulate the v;r ) e:i
“omenoss and purity of cheese products, presently. serve xéo in .,irng,f
revenue purposes. Regulations as to the wholesomeness ant pl‘:xl‘(li . f
filled cheese products are now enforced by the Food and Drucg A tmin-
istration outside of the provisions of the Internal Revenue of e. 1

The third committee provision permits certain private 1Qun ?r
tions whose assets are largely invested in the stock of a mu Ité—?m e
regulated compan (described in section 101(1)(4) of the T%x I orrré
Act of 1969) to exclude the value of this stock in computing the ?mmén-
of their required charitable distributions under the prwateh o_urt zaLt
tion provisions. This amendment 13 designed to effectuate the ll)nt?n1
of Congress in the 1969 Act by preventing the charitable dlsié‘l utior
provisions from resulting in a forced divestiture of stock that -on%r(j,ss
determined certain types of foundations should be permitted to ]xf;e aén,

The fourth committes provision is designed to_reduce th gl E;X
reporting burden of the Nation’s employers by ma;kmgr11;})pqss:1t e aﬁ
change social security tax reporting from a quarterly basis to

is.
an%lﬁl ?i%ih committee provision increases the amount ofg 2carb(1)§
dioxide that may be contained in still wines from 0.277 to 0.3 grséhe
per 100 milliliters of wine. This increase 1s intended to improve th
shelf life of wines with low alcoholic content. This is beca:ilstt’ae as mz
alcoholic content of a wine decreases, the wine tends to g mo’f‘his
more quickly since ther](;L is less ];Llcghol t(i acg fast feféeég;\;z lrxlfsl: Lhus
t does not change the tax rates g ¢ )

2}?{)?3%(‘3?&6?0 resultin reducedgsales in carbonated and sparkling wines or
champagne. - @ |

‘I GENERAL EXPLANATION
- A, Bicycle Parts o

H.R. 6642 would continue the suspension of column 1 duties on
‘certain bicyele parts, including generators, derailleurs (derailers), and
caliper brakes, which terminated as of December 31, 1973. The duty
suspensions on these bicycle parts were first enacted in 1971 in order to
improve the ability of domestic producers of bicycles to compete with
foreign manufacturers of bicycles. The bicyele parts covered by the bill
are not generally available from domestic sources. Such parts would
normally be subjeet to rates of duty ranging from 15 to 19 percent.
Accordingly, the bill would help to reduce the landed cost of certain
imported bicycle parts and accessories necessary for the manufacture
of certain types of bicycles. '

The domestic bicycle producers are strongly in favor of this legisla-
tion. There is no domestic production of the parts covered by the bill,
except in the case of stick shift levers. And in this latter case, the firm
manufacturing this item is not opposed to the enactment of the tem-
porary duty suspension. ' o B

The Committee has received favorable reports on this bill from the
Department of Commerce and the Office of the Special Representative
for Trade Negotiations. Furthermore, no objection on H.R. 6642 has
been received by the Committee from domestic producers of bicycle
parts or any other interests, » o - ‘

B. Application of Moving Expense Provisions to Members of
SR U.S. Military Services R

¢+ The Tax Reform Act of 1969 made a series of revisions in the tax
treatment of moving expenses. Some of these allowed more generous
treatment than prior law and some were more restrictive. In the first
category the Act broadened the categories of deductible moving
expenses to include three new categories of deductible moving expenses
(under sec. 217) : (1) pre-move househunting trip expenses; (2) tempo-
rary living expenses for up to 30 days at the new job location; and
(3) qualified expenses of selling, purchasing of leasing a residence.
“These additional deductions were himited to an ovérall hmit of $2,500,
with a $1,000Tlimit on the first two categories. Prior law already allowed
deductions for thé moving of household goods to the new location and
the traveling expenses for the family (including meéals and lodging) to
‘the new loeation. S R o

** On the other hand, however; the 1969 “Act in 'certain respects
restricted the tax tréatment of moving expenses. First, it provided that
all reimbursements of moving from one residence to another wére-to he
included in the taxpayer’s adjusted gross-‘incomeé 'as eompensation

for services (under sec: 82) but with offsetting deductions allowed to

the extent they were the type of moving expeiisés’ deductible under
section 217. Second, the 1969 Act increased the miniraum: 20-mile tes$
(5 iive
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miles for a move to qualify for the deduction and third it modified
tﬁg gxisting 39-week rule(,lthe rule requiring a taxpayer to be e.mplo%ed
full time for 39 weeks out of the year éoléowtmg tl e relocation in order

igible for the moving expense deduction. o

toﬁﬁci%«%glg to the,Depargme& of Defense, the restrictive changss
made in the 1969 Act present significant problems \wth.respectt 3
their application to members of the military services. It is repé)r ed
that this is especially the case with the requirement (under sec. 8 axgs
the regulations thereunder) that all moving expense reimbursements,

whether in-kind or cash, be included in gross income as compensation .

and reported both to the individual and the Internal Revenue Service
?gi;ﬁ%holding fax purposes. The Department of ’Pefepse has indi-
cated that identification of in-kind “reimbursements’ for each servmf-
man where the Department of Defense pays for the moving e egse. 0
the mover, or does the moving itself, would involve subspautxﬁ o ml‘ra_-
istrative burdens for the department as well as increasing their costs

at no revenue gain to the Treasury.

The Department of Defense also has indicated that the requirements

tha lace of work be at least a 50-mile move and that the
fxixlgfvf(}llsa? %;vm% for at least 39 weeks at the new location represente%
hardships for military personnel since many mandatory persx?i?lne

moves are made for less than 39 weeks and for less than 50d des.
As a result, the servicemen involved _Would not be &llpwed any et ;}1};}—
tion for their moving expenses, but still would be required to repor 5 e
moving expense “reimbursemegt,”_ wlgether_pmzl by the Government or

i ctly to them as a cash reimbursement.

pagiin%lg etlgeyenactinent of the 1969 changes, the Internal Revenue
Service has by administrative determination provxdgd 8 ‘mprato;lg}?
on withholding and reporting with respect to the application o The
new moving expense rules to members of the military services.” The
most recent extension of this Internal Revenue Service miofatomurﬁ
expires at the enlés?f 1973. The moratorium does not apply (;otca,{s)

reimbursements of moving expenses, which are still required to be
reported. In addition, where the moving expenses paid by a serviceman
exceeds his reimbursements for his expenses, the excess &mgﬁnba n:lay
be allowable as a deduction if they are otherwise dedustible under

ion 217. : o L

Se(ff‘i)él Dlepa,—rtment; of Defense submitted legislative proposals fto
Congress in 1973 dealing with the application of the deduct;ond mt;
moving expenses to the military. Since the moratorium exp;;‘ec ab
the end of 1973, there was not sufficient time in. this §63819§ ci ( .eizg,
gress to analyze these proposals. As a result, the committee by ‘eg;s_qg
tive action 1s extending this moratorium as to the ap ,hqa;;(}gtgl
the 1969 changes in the moving expense rules to mem ,,7;';3 % the
military services for one more year, or until Ja,nu_arg 1,. 13? 5“% “?.
meantime, the committee has mstructed the staff of the ogn_l ® om—
mittee on Internal Revenue Taxation to review the prop?sg@ egisla
tion and present an analysis to the committee for its consideration. -

- ¢

This provision will not have any effect on revenues since 1t con-

tinues existing administrative rules.

e - : of: dekh; Alaability, orin-
T I test is walved if thd employee is unable to satisty it es a result o
iy e Gt e L bt Ths s e o PR R
?’39?&2?& %g‘vflmg}ql ervics, Public Information, Fact Sheet, November 36' 1970 diattt £ Secrstary of
Defense). .
ANEN
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C. Taxation and Regulation on_the Manufacture and Sale of

Filled Cheese ‘

Under present law an excise tax is impesed on the sale of filled
cheese at g rate of one cent, 'ﬁer pound for domestically manufactured
cheese and at a rate of eight cents per pound on imported cheese.
In addition, an occupational tax of $400 per year is imposed on each
factory of a manufacturer of filled cheese, a $250 annusl tax is imposed
on each wholesale distributor and a $12 annusl tax is imposed on
each retail dealer. The code also provides certain other requirements
as to the packaging, labeling &ng the posting of signs with respect
to the marketing of filled cheese. Criminal penalties are provided for
failure to pay these taxes or for violation of the stamping and labeling

‘réquirements. , ‘ ,

Filled cheese is defined in the Internal Revenue Code (sec. 4846)
to include “all substances made of milk or skimmed milk, with the
admixture of butter, animal oils or fats, vegetable or any other oils,
or compounds foreign to such milk, and made in imitafion or sem-
blance of cheese.”

The filled cheese taxes and regulatory requirements were originally
enacted in 1896. That legislation was one of a number of provisions
enactéd to insure purity and to inhibit the sale of factory-prepared
foods in competition with natursa! foods. ‘

Since the taxes imposed on filled cheese are relatively low, the taxes
alone have not inhibited the production of filled cheese. It is the
packaging and labeling requirements which have had the effect of
preventing all but a small amount of filled cheese from being sold,
although there is presently an increasing interest in its marketability.

The commiittee believes that one of the original purposes of the
filled cheese laws—to inhibit competition of factory-prepared foods
with natural foods—is no lon%er appropriate. The second of the
original purposes—to insure food purity—is no longer an appropriate
activity to be carried on by the Internal Revenue Service. Any require-
ments as to the quality and labeling of cheese products fall clearly
within the jurisdiction of the Food and Drug Administration and can
be administered by that agency separate from the tax laws. Further-
more, the committee understands that the Food and Drug Administra-
tion presently has the authority to regulate the marketability of filled
cheese, Since the provisions in the Internal Revenue Code serve no
internal révenue purposes and since appropriate regulation as to the
wholesomeness and purity of products falling in the filled cheese
category are enforced by the Food and Drug Administration outside

of the provisions of the Internal Revenue Code, the committee believes

that these provisions are no longer needed as part of the Internal

Revenue Code and should be repealed. ,

This provision is to become effective after the date of enactment.

Since the filled cheese provisions were not intended for revenue
raising purposes and actually only resulted in approximately $10,000
in revenues in. fiscal year 1973, the enactment of this provison will

result in a negligible eifect on revenues.
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D. Exception to'the Charitable' Distribution Requirements for
Certain Private Foundations

" Present law limits the involvement of private foundations 1n busi-
ness enterprises-by requiring diveéstiture of business hqldmgs in excess
of certain prescribed percéntages. An exception to this rule was pro-
vided in the Tax Reform Act of 1969 (sec. 101(1) (4)). That exception
permitted the retention of 51 percent of a business’ stock in the case of
any foiindation incorporated before January 1, 1951, wherg substam
tially all of its assets on May 26, 1969, consisted of more than 90
percent of the stock of an incorporated business enterprise which is
licensed and regulated, the sales and contracts of which are regulated,
and professional representatives of which "are licensed, by State
regulatory agencies in at least 10 States. In addition, m order to qualify
for the provision the foundation must have received its stock solely
by gift, devise or bequest.! , L . o
Under this éxception, the Herndon Foundation 1s permitted to retain
up to 51 percent of the stock in the Atlanta Life Insurance Company.
I—fowever, it has come to the committee’s-attention that the chaxllpa,l')le
distribution provisions, which require a private foundation to dlstmb~
iate currently the greater of its adjusted net income or a sta,ted per-
centage of its investment assets (the minimum mvestments'retum),
are forcing divestiture of the stock that Congress determined the
Herndon Foundation should be permitted to keep. -~ . . -~
As a result, the intent of Congress in 1969, that foundations like the
Herndon Foundation should be able to retain 51 ﬁergent' of the stpc,k;
of a company, is being frustrated because of the operation of ‘the
minimum investment return provision. To overcome this rf:sult, the
committee has provided that in the case of a private foundation of the
type referred to above (described in sec. 101 @) of the Tax ‘,Reform
Act of 1969) the minimum investment return and the ‘,‘ad‘jus’ted net
income are to be determined without regard to the foundation’s stock
holdings (or divided income on such holdings) in the company I
question. The dividend income derived from such stock, however, 1s to
be added to the amount that the private foundation is otherwise
required to.distribute currently. o L
‘ gl‘his provision shall apply githrespect to taxable years beginning
after December 31, 1971. E L
This provision will not have any, effect on the revenues to the

Treasury. . | |
E. Annual Wage Reporting for Social Security

The Committee added a provision to the House- assed 1pﬂl’whlch
is designed to reduce the tax reporting burden of the Nation’s erﬁl-
ployers. Under the Committee provision, the  Secretaries -of c‘l} 3
Treasury and of Health, Education, and Welfare wou}dbe prosg ed
with the authority they need to exchange information on & b SIS
which would make it possible to change social security tax reporting
from a quarterly basis to an annual basis. The Committes provision

i i derto go to the foun-
Iaced in trust before May 27, 1969, With provision for the remains
d;tisggeaklg ?setgg\axt)ea‘g %sp c%?ﬁhg under this provision if the foundation held on May 26, 1969, withont regard

to such trust, more than 20 percent of the stock of enterprise.

7

originated :ifi the recommendations of several Governmertal study
groups and its adoption would conclude -approximately two decades

of study and negotiation between the two departments involved.

" Under existing Treasury department regulations, employers are
required 'to submit quarterly reports of the wages paid to their em-
ployees which are. subject to social security taxes. These reports, on
Treasury Form 941-A, must list each employee by name, social
security” account number, and total wages paid to the employee with
respect to which social ‘security taxes are payable. The preparation
and filing of this quarterly report involves considerable effort and
expense ‘on the part of employers particularly in the case of small
and medium-sized companies which do neot have the advantage of
computerized payroll systems. An April 17, 1973 report issued by
the Select Committee on Small Business stated that its Subcommittee
on Government Regulation had found studies indicating that the
annual cost to small employers of submitting this form might total
as much as $235 million (Senate Report No. 93-125,p, 49).

The Committee provision would make possible the elimination of
this report by ehanging certain technical requirements of the social
security program which currently depend on data from the Form 941~
A and by providing the Internal Revenue Service and the Social
Security Adpministration authority which would enable them to enter
into an agreement for cooperative processing of arevised annual wage

reporting form (i.e. Form W-2) in a manner which will most effec- -

tively and efficiently provide each agency with the information it
requires, Thus, in place of the present requirement that each employer
submit 5 reports per year with respect to each employee (4 quarterly
reports on' Form 941-A and 1 annual report on Form W-2), the Com-
mittee provision makes possible a revision in Treasury Department
regulations to permit employers to file a single consolidated annual
wage report for each employee which will show both his total-earnings
for the year and the quarterly breakdown of his social security earn-
ings. '
The present Form 941-A provides for wage information used by the
Social Security Administration as the source of data for computing the
automatic increases in the amount of annual earnings subject to social
security taxes (the social security “wage base’’) and in the amount of
annual earnings which a beneficiary may have without any reduction in
his social security benefits (the “‘exempt amount.”) Under existing law,
whenever an increase in the cost of living triggers an automatic social
security benefit increase, the Secretary of Health, Education, and
Welfare is required to promulgate regulations increasing the wage base
and the exempt amount. :

Under current law these increases are based on the percentage rise
in the average amount of taxable wages up to the first quarter of the
year in which the determination of the amount of the increase is made,
and the increases become effective as of the start of the following year.
If employee wages are reported annually rather than quarterly, how-
ever, the necessary data to compute the inerease in wage base and
exempt amount would not be available until well after the beginning
of the year in which the increases are to be effective. The Committee
provision, therefore, moves back by one year the base period to be
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used for determining the amount of increases in taxable wages so that
" the Secretary of Health, Education, and Welfare will have sufficient
time to make his determinations on the basis of an annual wage report,
(However, no change is made in the benefit increase provisions of
present law.) Thus, for example, the increase in the wage base and
exempt amount which is to be effective as of January 1, 1975 would be
computed according to the growth rate in average taxable wages from
the grst quarter of 1972 to the first quarter of 1973 rather than ac-
cording to the growth rate from the first quarter of 1973 to the first
quarter of-1974. : ; :

Current law bases the automatic increases in the wage base and
exempt amount on the rise in average taxable wages from the first
quarter of one year to the first quarter of the next year rather than on
the annual increase in wage levels generally because the Social Security
Administration does not now receive the information necessary to
make a determination based on average annual wages in all employ-
ment. When the revised reporting regulations made possible by the
Committee provision are implemented, this information will become
available. Aceordingly, the Committee bill provides that, starting
in 1978, determinations as to the amount of future automatic increases
in the annual amount of earnings subject to social security taxes and

-in the amount of annual earnings a beneficiary can have without
reduction in benefits will be based on the growth from year to year
'in average annual wages in all employment rather than on the growth
of the amount of wages subject to social security taxes in the first
quarter of each year. As a practical matter, it is estimated that there
will be negligible impact on the way in which the automatic increase
provisions will operate, since the annual rate of growth is approxi-
mately the same for average first quarter taxable wages, average
annual wages in employment covered by social security, and average
annual wages in the national economy. ;

The Committee provision would not affect the responsibility of
employers for the collection and payment of social security taxes nor
would it alter in any way the requirements as to the dates on which
payments of these taxes are due. The provision would make no change
in the amount of work required in order to qualify for social security
benefits and no change would be made in the way benefits are com-
puted. Moreover, it would not have any impact on the financial status
of the social security program. ' :

In addition, the Committee notes that the amendment would have
no effect on the way in which State and local governments report
earnings to the Social Security Administration. The situation with
respect to State and local government employment covered by social
security is different than the situation with respect to private employ-
ment, and the procedures for reporting wages are governed by agree-
ments between the States and the Secretary of Health, Education, and
Welfare. A wide variety of patterns exists with respect to the types of
State and local employment which are or are not covered under a
multiplicity of agreements between the States and .the Federal gov-
ernment and, in turn, between the States and local governmental

entities. The existing reporting procedures, therefore, serve not only

the requirements of the Social Security Administration but also the
requirements of the State social security agencies which are responsible
for coordinating the activities with respect to social security of the
various governmental employers within each State. Accordingly, the

‘wines nor is it expected to result in reduce
:slé&rkhng wines. It is expected that this provision will have no revenue
e e
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Committee: expects that the Secretary. of Health ‘Educatio'n‘ and

Welfare will not modify the regulations and proced’ures with réspect
to t;klxe reporting t?f;o S?;ﬁml security wages in the case of State and local

empioyees except to the extent that modifications may b

between: him and the States involved. ~0:1 ' ;gy . e,afg:reiaed& 11??31
F. Increase in Amonnt of Carbon Dioiide‘i‘hht'May Be
: ‘ . Contained in Still Wines : :

Present. law imposes a tax on wines at different rates dependin g on

the alcoholic content of the wine and whether it is a stillp—wine or a
sparkling wine. Still wines are defined as those which contain not more
than. 0.277. gram. of carbon dioxide per 100 milliliters of wine. Still
wine is taxed at 17 cents a gallon if it contains not more than 14
percent of aleohol, 67 cents a gallon if it contains more than 14 per-
cent but not more than 21 percent of aleohol, and $2.25 a gallon if it
contains more than 21 percent but not more than 24 percent of alcohol.
Chg»mpaignes and other sparkling wines are taxed at $3.40 s gallon and
artificially carbonated wines are taxed at $2.40 a gallon. = -

Prior to the Excise Tax Technical Changes Act of 1958, there was
no tolerance .as to the carbon dioxide content of still wines. This
resulted in compliance and administrative difficulties because a certain
amount of carbonation is a normal consequence of the fermentation
Pprocess by which wine is produced. The 1958 Act provided that still
‘wines could contain not more than 0.256 gram carbon dioxide per 100
milliliters of ‘wine. In the Excise Tax Reduction Act of 1965, this.
permissible carbon dioxide content of still wine was increased to 0.277
gram per 100, milliliters of wine. The committee stated at that time
(Senate Report No. 324, 89th Cong., 1st Sess., p. 52) that “the existing
definition of still wines was adopted to clarify the distinction between

still wines and effervescent wines and to make it clear that some carbon

dioxide can be added to, or retained in, still wines to improve its
character and ﬁgwor without changing its tax status.” The increase in
zﬁetcgﬁbgn diotiﬁde content in 1965 was made because it was believed
that the level then was too restrictive to serve adequately th
intended. - . . , d : ¥ the puipose
The committee provision increases the amount of carbon dioxide

‘that may be contained in still wines from the present 0.277 level to

0.392 gram per 100 milliliters of wine. This increase is intended to
improve the shelf life of wines with low alcoholic content by permitting
the addition of a little more carbon dioxide. The committee under.
stands that wine tends to deteriorate more quickly as the alcoholic
-content decreases because there is less alcohol to act as a preservative.

If still wines with low-alcoholic content were produced with 4 greater

‘volume of carbon dioxide than now is permitted, this would helﬁ

preserve the color and flavor by displacing some of the oxyeen whic
‘reacts with the bacteria in the product. g ' Ve

This provision is to become effective on the first day of the first

‘calendar month which begins more than 90 days after the date of
-enactment of this Act.

The committee provision does not cha.nge atihe tax rate of- these
sales in carbonated and

ect.
S8.R. 986—2
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IIL. COSTS OF CARRYING OUT THE BILL ANDEFFEC

©~ ' ON THE REVENUES OF THE BILL TR
-1 ‘iance with section 252(a) .of the Legiala,tzi\je Bo‘eaganiza—
tiex? Aegﬁgalgm, the following statement 18 made relativa to the costs
to be incurred in carrying out this bill and the effect of the revenues
of the bill. The Committee estimates that the extensien of the existing
suspensions of dugies: on-hicycle. parts: provaded: by ;the . bill :will. not
result in apy additional revenue loss or administrative costs, The
‘committee estimates that the provisions of the committee: damendment
involve a negligible revenue effect, :

" [V. VOTE OF COMMITTEE ON REPORTING THE BILL

: : liance with soction 133 of the Legislative Reorgenization
AcItn a‘;o;nﬂ}i}ended, the following statement is made relative to the vote
“of the committee on reporting the bill. This bill was ordered favorably
reported by the committee without a roll eall vote and without

oblection: & CHANGES IN EXISTING LAW

‘ liance with subsection (4) of Rule XXIX of ‘the Standing
Rgﬁs(‘x:}?lzhé Senate, changes in existing law made by the bill, as
reported, are shown as follows (existing law proposed to be omitted
in enclosed in black brackets, new matter is printed in italic, existing
law in which no change is proposed is shown in roman):

TARIFF 8CHEDULES OF THE UNITED STATES
e P . . .

* 2t .’ .
' APPENDIX TO THE TARIFF SCHEDULES
" PART L—~TEMPORARY LEGISLATION
e v Rates of duty )
“Ttem | Articles ‘ Eftoctive period
Spemol - : o
. ., . * . ., . L o
) abpart ‘B Pemporary Provisions
; ISang the Tariff Schedules ! ‘ . I . .
. . % . . * - ‘
’ neratar 1 : : Defore T12/34/731
. lighting sets for bicycles | Froe..ceove-o No change....] Onor
8108 G?%yoﬁt?igg;?g% item 653.39, part ‘ 13/81/76. : .
pkivens ] § , .| On or befors [12/81/78
R - i . brakes, drum | Free..eceec.- No change. ...} ele ,
210 Dgrgkue‘fmtﬁregs Ped habs indsrporat- 18/31/%6.
inig -eoaster brakds, thret hubs )
not incorporating coaster brakes,
iy i e, i s el
ulti whe
g;de&pfgr in ftem ng.m, part §G,
schedule D).
* . . * L 4 . L] * *
SociaL SECURITY AcT A ;
IE TERUEREEES % T . % * L2 ®

~ar———.
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TITLE TI—FEDERAL OLD-AGE, SURVIVORS, AND DIS-
‘ ' ~ ABILITY INSURANCE BENEFITS o

FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND AND
o FEDERAL DISABILITY INSURANCE TRUST FUND

. Sec. 201, (a) * * * - o .
L I . * * » »*

(2)(1)(A) [There are authorized to be made available for expendi-
‘ture, out of any or all of the Trust Funds (which for purposes of this
; ar&graph shall include also the Federal Hospital Insurance Trust

und and the Federal Supplementary Medical Insurance Trust Fund
established by title XVII? , such amounts as the Congress may deem
appropriate to pay the costs of the part of the administration of this
title, title XVI! and title XVIII for which the Secretary of Health,
Edueation, and Welfare is responsible. During each fiscal year or after
the close of such fiscal year (or at both times), the Secretary of Health,
Education, and Welfare shall snalyze the costs of administration of
this title, title XVI and title XVIII during the appropriate part or
all of such fiscal year in order to determine the portion of such costs
‘Which should be borne by each of the Trust Funds and (with respect
to title XVI) by the general revenues of the United States and shall
«certify to the N{a,na, ing Trustee the amount, if any, which should be
transferred among such Trust Funds in order to assure that (after
appropriations made pursuant to section 1601, and reﬁaymenb to the
Trust Funds from amounts so appropriated) each of the Trust Funds
and the general revenues of the United States bears its proper share
of the costs incurred during such fiscal year for the part of the ad-
ministration of this title, title XVI; and title XVIIT for which the
Secretary of Health, Education, and Welfare is responsible. The
Managing Trustee is authorized and directed to transfer any such
amount (determined under the preceding sentence) among such Trust
Funds in accordance with any certification so made. _

[(B) The Managing Trustee is directed to pay from the Trust Funds
into the Treasury the amounts estimated by him which will be ex~

ended, out of moneys appropriated from t{e eneral funds in the

reasury, during each calendar quarter by the Treasury Department
for the part of the administration of this title and title XVIII for
‘which the Treasury Department is responsible. and for the administra-
tion of chapters 2 and 21 of the Internal Revenue Code of 1954. Such
payments shall be covered into the Treasury as repayment to the
account for reimbursement of expenses incurred in connection with
such administration of this title and title XVIII and chapters 2 and
21 of the Internal Revenue Code of 195;&»% L . '

The Managing Trustee of the Trust Funds (which for purposes of this
-paragraph shall wnclude also the Federal Hospital Insurance Trust Fund
and the Federal sz? lementary Medical Insurance Trust Fund estab-
Z:';'vsked by title XV1I. ﬁ 18 directed to pay from the Trust Punds into the

reasury— , .
. (1) the amounts estimated by him and the Secretary of Health,
 Education, and Welfare which will be ejxpended, .out of moneys
_appropriated from the general fund in the Treasury, during a three-
month. period by the Department of Health, Education, and Welfare
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< and the T’rewsurg‘Departmi for the administration of titles 11,
XVI and XVIII of this Act and subchapter E. of chapter 1 and
subchapter A of chapter 9 of the Internal Revenue Code of 1939, and

- chapters 2 and 21 of the Internal Revenue Code of 1951, loss. -

(%) the amounts estimatad (pursuant to the method prescribed by
the Board of Trustees under paragraph (4) of this subsection) by
the Secretary of Health, Education, and Welfare which will be ex-
‘pended, out of moneyw made available for éxpenditurés from the"Trust

. Funds; during such three-month perwod to cover the cost of earrying

. oul the functions of the Department of Health, Education, and Welfare

. specified i section 232, which relate 1o the administration of provi-
... 8uns of the Internal Revenue Code of 1954 other than those referred

Such _payments shall be carried into the Treasury as the nel amount of

repayments due the general fund account for reimbursement. of expenses

%fﬂgd in_connection with the administration of titles I, XI% 5. andl

XVIII of this Act and subchapter E of chapter 1 and subchapier A of

¢ lgeter 9 of the Internal Revenue Code of 1039, and chagters 2 and 21

of the Internal Revenue Code of 1954. A mﬁml accounting gf suckh pey-

ments for any fiscal year shall be made at the earliest practicable date after
the close. thereof. There are hereby authorized to be made available for
expendityre, out of any or all of the Trust Funds, such amounts as the

Congress may deem ap %az‘s to pay the costs of the part of the adminis-

tratuon of this title, ti 1, and title XVIII for 'wfwh the Becreiary of

Health, Education, and Welfare is responsible and of carrying. out the

SJunctions of the %artment of Health, g‘dm&on, and Welfare, specified

in section 232, which relate to the administration of provisions of the

Internal Revepue Code of 195/ other than those a‘czferreg to i clause (z)

of the first sentence of this subparagraph. - ;

B ;‘gmr the close of each fiscal year the Secretary of Health, Educa~

tion, and Welfare shall determine the tﬁortm of the costs, inewrred dury

such fiseal year, of administration of this title, title XV 1, and title XVI%

and of carrying out the functions of the Department of Ijealtk, Education,

and Welfare, specified, in section 232, which relate to the administration
of promsions ?f e Internal Revenue Code of 1964 (other than. those
rﬁﬁzrred to in clauses (1) of the first sentence of subparagraph (A4)), which
should have been borne by the general fund in the Treasury und the portion
of such eosts which should have been borne by eack of the Trust Funds;
except that the determination of the amounis to be borne by the general

Jund in the Treasury with respect to. expenditures incurred sn carrying

oul such functions specified in section 252 shall be made pursuant to the

method prescribed by the Board of Trustees under paragraph (4) of this
subsection. After such determination has been made, the Secretary of

Health, Education, and Welfare shall certify to the Managing Trustee

the smounts, if any, which should be transferred from one to any of the

other of sueh Trust Funds, and the amounts, if any, whi b

d be
transferred between the Trust Funds (or one of the Trust -Funds) and.the

general fund in the Treasury; in order to insure that each of the Trust
Funds and the general fund in the Treasury have borne their proper share
of the costs, incurred during such fiscal year, {artb/e part of the administra-
Yon of this title, title XV I, and title XVIII for which the Secretary of
Heqlth, Education, and Welfare is ms%fﬁd of earrying out the
functions of the Department of Health, jon, and Welfare, specified
an Section 232, which relate to the administration of provisions of the
Internal Bevenue Code of 1954 (other than those referred to in clause ()
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of the firat sentance of subparagraph (A)). The Managing Trustee is
aquddwmd t tzg;rger any such amounts in accordsnce with
ary cerBificabion: so maide.” . :

(2) The Mansaging Trustee is directed to pay from time to time
from the Trust Funds into the Tressury the amount estimated by
him as taxes imposed under seetion 3101(a) which are subject to
refund under section 6413(c) of the Internal Revenue Code of 1954
with respect to wages (as defined in section 1426 of the Internal
Revenue Code of 1939 and section 3121 of the Internal Revenue Code
of 1954) paid after December 31, 1950. Such texes shall be deter-
mined on the basis of the records of wages established and maintained
by the Secretary of Health, Education, and Welfare in aceordance
with the wages reported to the Commssioner of Internal Revenue
pursuant to section 1420(c) of the Internal Revenue Code of 1939 and
to the Secretary of the Treasury or his delegate pursuant to subtitle F
of the Internal Revenue Code of 1954, and the Secretary shall furnish
the Managing Trustee such information as may be required by the
Trustee for such purpose. The payments by the Managing Trustee
shall be covered into the Treasury as repayments to the account for
refunding internal revenue collections. Payments pursuant to the first
gentence of this paragraph shall be made from the Federal Old-Age
and Survivors Insurance Trust Fund and the Federal Disability In-
surance Trust Fund in the ratio in which amounts were appropriated
to such Trust Funds under clause {3) of subsection (&) of this section
and clause (1) of subsection (b) of this section.

(3) Repayments made under paragraph (1) or (2) shsall not be
available for expenditures but sh£1 be carried to the surplus fund of
the Treasury. If it subsequently appears that the estimates under
either such paragraph in eny particular period were too high or too
low, appropriate adjustments shall be made by the Managing Trustee
in future payments. v

(4y The Board of Trustees shall prescribe before January 1, 1977,
jt{sf ng&ztfao;igf getermin'm}) the costs wkéc%hauld be bor;e h? gw general

an _the Treasury of carrying out the functions of 1 epartment
of Health; ‘Edueation, and Weifare, specified in-section 832, which relate
fo the administration of provisions of the Internal Revenne Code of 1954
‘(other than those referred to in elause (3) of the ﬁrst sentence of paragraph
(1)(A)). If at any time or times. thereafier the Boards of Trustees of such
Trusé Funds deem such action advisable they may modify the method so

determiined.
. . ® . . . . % *

- REDUCTION OF INSURANCE BENEFITS
S MAXIMUM BENEFITS
SEc. 203. (a) * * *

I D T . * * s * .
(f) For purposes of subsection (b)—
1 =*+* ‘
. T T U TR S

_ (8)(A) Whenever the Secretary pursuant to section 215{i»
increases benefits effective with the month of June following &
cost-of-living computation quarter he shall also determine and
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" ““publish in the Fedérhl Register on'or before November 1-of the
» calendar year in which such quartér occurs a new exémpt amount,

. which shall be effective (unless such neW. éxempt amount. is pre-
+vented ‘from- becoming. effective by subparagraph: (C) of this

.....

- 'paragraph) with respect to any individual’s taxable year which

- ends after the calendar year in which such benefit-increase is .

" ‘effective (or, in the case of an individual who dies during the
calendar year after the calendar year in which the benefit in-
" crease is effective, with respect to such individual’s' taxable yesdr
" which ‘ends, upon his-death; during sich year). - B
~ (B) The exempt amount for each month of a particular tax-
- able year shall be whichever of the following is the larger—
(i) the exempt amount which was in effect with respect to
" months in the taxable year in which the determination under
subparagraph (A) was made, or
- (i) the product of the exempt amount deseribed in clause
" (i) and the ratio of (I) the average of the [taxable]} wages of
all employees as reported to the Secretary of the Treasury
for [the first calendar quarter of] the calendar year preceding
the calendar year in which the determination under sub-
paragraph (A) was made to (II) the average of the [taxable}
wages of all employees as reported to the Secretary of the
Treasury for the [first calendar quarter of 1973?, calendar
year 1972, or, if later, the [first calendar quarter of
year preceding. the most recent calendar year in which an in-
crease in the contribution and benefit base was enacted or a
determination resulting in such an increase was made under
section 230(a), with such produet, if not a multiple of $10,
- beinig rounded to the next }l)ﬁgher multiple of $10 where such
product is a multiple of $5 but not of $10 and to the nearest
multiple of $10 in any other case. : C
"« For purpose of this clause (ii), the average of the wages for the
calendar year 1976 (or any prior calendar year) shall, in the
case of delerminations made.under subparagraph (A) prior to
- December 31, 1977, be deemed to be an amount. to 400 per
céntum of the amount of the average of the tazable wages of all
-~employees as reported to the-Secretary for the first calendar
. -quarter of such calendar year. . - . .
K * R IR S T M e oW

“ ADJUSTMENT OF THE CONTRIBUTION END BENEFIT BASE *

. Sgzc. 230. (a) Whenever the Secretary pursuant to section 215(iy
increases benefits effective with the June following a cost-of-living
computation quarter, he shall also determine a,ng ublish in the
Federal Register on or before November 1 of the c:agendar year in
which such quarter oceurs the contribution and benefit base de-
termined under subsection (b) which shall be effective with respect
to remuneration paid after the calendar year in which such quarter
occurs and taxable years beginning after such year. .

calendar

e pp———. o
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(b) The amount of such contribution and benefit base shall be the
amount of the.contribution and benefit base in effect.in the yesr in
which' the determination is made or, if larger, the produect of—

(1) the contribution and benefit base which was in-effect with
respect to remuneration”paid in (and taxable years beginning in)
the calendar year in which the determination under subsection
(a) with respect to such particular calendar year was made, and
. (2) the ratio of (A) the average of the [taxable] wages of all
employees as reported to the' Secretary of the Treasury for the
[first calendar quarter of the] calendar year preceding the
calendar year in which the determination under subsection (a)
with respect to such particular calendar year was made to [the
latest of J (B) the average of the ‘[tzmabl«ai7 wages of all employees
as reported to the Secretary of the Treasury [for the first calendar
quarter of-1973 or the first calendar quarter of} for the calendar
year 1972 or, if later, the calendar year preceding the most recent
calendar year in which an increase in the conftribution and bene-
fit base was enacted or a determination resulting in such  an

+  increase was made under subsection (a). A
with such product, if not a multiple-of $300, being rounded to the
next higher multiple of $300 where such product is a multiple of $150
but not of $300 and to the nearest multiple of $300 in any other
case. il AR

For purposes of this subsection, the average lgf the wages for the cal-
endar year 1976 (or any prior calendar year) shall in the case of determina-~
tions made under subsection (@) prior to December 31, 1977, be deemed
to be an amount equal to 400 per centum of the amount of the average of
the taxable wages of all employees as reported to the Secretary for the
Jirst. calendar quarter of such calendar year. | B

L * . o* B I I T 3 *

- ‘ PROCESSING OF TAX DATA RIS

Sec. 232. The Secretary of the Treasury shall make available infor-
mation. returns filed }m’rsuant to part 111 of subchapter A of chapter 61
of subtitle F of the Internal Revenue Code of 1954, to the Secretary for
the purposes of this title and title XI. The Secretary and the Secretary
of the T'reasury are authorized to enter into an agreement for the proc-
essing by the Secretary of information contained in returns filed pur-
suant to part I11 of subchapter A of chapter 61 of subtitle F of the Internal
Revenue Code of 1964. Notwithstanding the provisions of section 6103 (a)
of the Internal Revenue Code of 1954, the Secretary of the Treasury shall
make available to the Secretary such documents as may be agreed upon as
being mecessary fo%urposes of such processing. The Secretary shall
process any unthholding tax statements or other documents made avail-
ableto-him by the Seeretary of the Treasury pursuant to this section. Any
agreement made pursuant to this section shall remain in full force and
gect until modified or otherwise changed by mutual agreement of the

ecretary and the Secretary of the Treasury. - o :
I DY R TR * * S

-
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INTERNAL REVENUE CODE OF 1954
[ 28 : *, R T LB L * . * *
SusTrrLE D«-—stqmnmﬁov‘s Excise Taxes
- * * * x *
CuarTER 39—Rucurarory TAXEs
* * * * % . * * &y

SYBCHAPTER C—ADULTERATED BUTTER AND FILLED CHEESE

Part I. Adulterated and proéess or renovated butter. %
Part I1. [Filled cheese.]
- * *

* * » * o
[Part II—Filled Cheese
ts'ubpnrt A. Tax on products.

Subpart B. Occupational tax.
Subpart C. Definitions.

[Subpart A—Tax on Products

Sec. 4831, Imposition of tax.
Sec. 4832. Stamps.
Sec. 4833. Requirements applicable to manufacturers.
Sec. 4834. Requirements applicable to wholesale and retail dealers.
Sec. 4835. {Repealed] ) .
Seoc. 4836. Cross references. _
[Skc. 4831. ImpositioN oF Tax. AR .

[(a) DomesTic.—There shall be imposed upon all filled cheese which
shall 'be manufactured a tax of 1 cent per pound payable by the
manufacturer thereof; and any fractional part of a pound in a package
shall be taxed as a pound. . )

L(®) ImponTEp.—There shall be imposed upon all filled cheese
imported from a foreign country, in addition to any import dut
imposed on the same, an internal revenue tax of 8 cents per pound;
and such imported filled cheese and the packages contai the same
shall be stamped, marked, and branded, as in the case of filled cheese
manufactured in the United States.

[Sec. 4832, Srames.
[(z) MerHOD OF PAYMENT.— _ '
" L(1) Stamps.—The taxes imposed by section 4831 shall be
represented by coupon stamps. -
[(2) AssEssmENT.— ‘
For assessment in case of omitted taxes, see subtitle F.
[(b) Emprrep Packaces—Whenever any stamped package con-
teining filled cheese is emptied, it shall be the duty of the person in
whose hands the same is to-destroy the stamps thereon. - .
[(¢) OraEr Stamp Provisions.—The previsions of law govetning
the engraving, issue, sale, accountability, effacement, and destruction
of stamps relating to tobacco and snuff, as far as applicable, shall
apply to stamps provided for by paragraph (1) of subsection (a).
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[SEc. 4833. REQUIREMENTS APPLICABLE T0 MANUFACTURERS.
[(a) Packine REQUIREMENTS.— S E S

[(1) Magrks, Stamps, AND PackaGEs,—Filled cheese sha)l be
packed by the manufacturers in wooden packages only, not be-
fore used for that purpose, and marked, stamped, and branded
with the words “filled cheese’” in black-faced letters not less than
two inches in length, in a circle in the center of the top and bettom
of the cheese; and in black-faced letters not’less than two inches
in length in line from the top to the bottom of the cheese, on the
side in four places equidistant from each other; and the package

- -oonfaining such cheese shall be marked in the same manner, and
in ‘the same number of places, and in the same description of
letters as above provided for the marking of the cheese; and all
sales or consignments made by manufacturers of filled cheese to
wholesale dealers in filled cheese or to exporters of filled cheese
shall be in original stamped packages. .

[(2) LaseL.—Every manufacturer of filled cheese shall securely
affix, by pasting on each package containing filled cheese manu-
factured by him, a label on which shall be printed, besides the
number of the manufactory and the district and State in which it
is situated, these words: “Notice.—The manufacturer of the filled
cheese herein contained has complied with all the requirements of
the law. Every person is cautioned not to use either this package
again or the stamp thereon again, nor to remove the contents of
this package without destroying said stamp, under the penalty
provided by law in such cases,”

. [E(b) Facrory NumBEr AND Signs.—Every manufacturer of filled
cheese shall put up such signs and affix such number to his factory as
the Secretary or his delegate may by regulation require. ,

[(c) Bonps.—Every manufacturer of filled cheese shall file with the
official in charge of the internal revenue district in which his manu-
factory is located such bonds as the Secretary or his delegate may by
regulation require. The bond required of such manufacturer shall be
in a penal sum of not less than $5,000; and the amount of said bond
may be increased from time to time, and additional sureties required,
at the discretion of the Secretary or his delegate.

SEC. 4834. REQUIREMENTS APPLICABLE TO WHOLESALE AND RETAIL

EALERS. '

[ (2) Siens.—Every wholesale dealer and every retail dealer in filled
cheese shall display in a. conspicuous place in his salesroom a sign
bearing the words “Filled cheese sold here”” in black-faced letters not
less than six inches in length, upon a white ground, with the name
and number of the revenue district in which his business is conducted.

(b) SeLLiNe RequirEMeENTs.—Retail dealers in filled cheese shall
sell oply from original stamped packages, and shall pack the filled
cheese when sold in suitable wooden or paper packages, which shall
be marked and branded in accordance with rules and regulations to
be prescribed by the Secretary or his delegate.

[Skc. 4835. REPEALED.

[Sxuc. 4836. Cross RErermNeEs. , - -
 [For definitions, pensalties, and other I{general and administrative
provisions, see secﬁdn 48@@ and subtitle F. T
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‘[Subpart B—OQccupational Tax

[Sec. 4841. Imposition of tax.
{ See. 4842, Cross references,

[SEc 4841, ImposiTioN, oF TAX..

[(s) Manuracrurers.—Manufacturers of filled cheese shall pay a
special tax of $400 a year for each and every factory. ,
- [(b) WroLesaLE DEALERS.— ‘ ‘

L[(1) In geNerAL—Wholesale dealers in filled cheese shall pay ‘

a special tax of $250 a year. _
* [(2) MANUFACTURERS SELLING AT WHOLESALE.—Any manu-
facturer of filled cheese who has given the required bond and paid
the required special tax, and who sells only filled cheese of his
~own production, at the place of manufacture, in the original
packages, to which the ta.x-f)aid stamps are affixed, shall not be
- required to pay the specia
-cheese -on acecount of such sales. , :
[(¢) ReraiL Deavers.—Retail dealers in filled cheese shall pay a
special tax of $12 a year. . ‘ o

[SEc. 4842. Cross REFERENCES.

‘ ,E](?a) DrrintTIOoNs.— ‘ ‘
or definitions applicable to this subpart, see section 48486. .

- L) Oreer ProvisioNs.—

[For penalities and other general and administrative provisions

applicable to.this subpart, see chapter 40 and subtitle F. - :
- [Subpart C—Definitions "

[Sec. 4846. Definitions.

[SEc. 4846. DEFINITIONS.

IFor the purposes of this part—— ; :
L) Cugese.—The word “cheese’” shall be understood to mean
the food product known as cheese, and made from milk or cream
and without the addition of butter, or any animal, vegetable, or
-other oils or fats foreign to such milk or cream, with or without
additional coloring matter. _ o
' (2) FiuLep caEEsE~—Certain substances and compounds shall
be known and designated as ‘“filled cheese”, namely: All substances
made of milk or skimmed milk, with the admixture of butter,
animsl oils or fats, vegetable or any other oils, or compounds
foreign to such milk, and made in imitation or semblance of
cheese. Substances and compounds, consisting principally of
cheese with added edible oils, which are not sold as cheese or as
substitutes for cheese but are primarily useful for_lmpam.gﬁ 8
‘natural cheese flavor to other foods shall not be considered “filled
cheese”” within the meaning of this part. { .
" [(3) ManuracTuRER.—Every person, firm, or corporation who
manufactures filled cheese for sale shall be deemed a manufacture:
of filled cheese. . Lo
[(4) WrOLESALE DEALER.—Every person, firm, or corporation
who sells or offers for sale filled cheese, in the original manufac-~
“turer’s packages for resale, or to retail dealers as defined in para-
graph (5) sh:ffl be deemed a wholesale dealer in filled cheese.

tax of a wholesale dealer in filled
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“[(5) Reran. pEaLER~Every. person who sells filled cheose at
retail, not for resale, and for actual consumption, shall be regarded

8s a retail dealer in filled cheese.}
* LU AT B RN Lok

SuptiTLE E—Avrcoson, ToBacco, anp Cerramy Oragr Excise
o Taxes - -
« o ox S I

Cuarrer 51—Disriirep Serarrs, Wixes, anp Beer
o x C® * * * *

Sec. 5041. ImposiTion aNDp RatE oF Tax. _
. (8) TmposrrioN.—There is hereby imposed on all wines (includi
imitation, substandard or artificial wine, and compounds sold as wine
having not in excess of 24 percent of alcohol by volume, in bond in,
produced in, or imported into, the United States, taxes at the rates
shown in subsection (b), such taxes to be determined as of the time of
removal for consumption or sale. All wines containing more than 24
percent of aleohol by volume shall be classed as distilled spirit$ and
taxed accordingly. Still wines shall include those wines containing not
more than [0.277] 0.8392 gram of carbon dioxide per hundred milli%iters
of wine; except that the Secretary or his delegate may by regulstions
prescribe such tolerances to this maximum limitation as may be
reasonably necessary in good commercial practice. T

* * * * ’ * * Tk

SuBTiTLE F—PROCEDURE AND ADMINISTRATION

o x ok * * * L

CraarreEr 61—INFORMATION AND RETURNS

* C % * . %k * % L

SUBCHAPTER B—MISCELLANBOUS PROVISIONS

* S * * * * *

Sxc. 6103. Purricity oF RETURNS AND Di1scLOSURE OF INFORMATION
As 1o Persons Fruinag Income Tax Rerurxs. -

(a) * * * _
* * * * * * ]
* Kk

(g) Di1scrosure oF INFoRMATION TO SEerrrary or Hrarrw, Epv-
carron, AND WELFarE.-~—The Secretary or his delegate is authorized to
make available to the Secretary of Health, Education, and Welfare infor-
mation returns filed pursuant to part I11 of subchapter A of chapter 61
of subtitle F for the purpose of carrying out, in accordance with an agree-
ment entered into pursuant to section 232 of the Social Security Act, an
effective information return processing program. ( :

™~ * e T W "% * - *
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. Coarrer 69—GENERAL PRrOVISIONS RELATING TO STAMPS
e B T Cw s R .

Sec. $808. Spegian ProvisIONs RELATING TO STAMPS.
For special provisions on stamps relating to—
S &);[Repea;led]_. oo T ‘ o
(2) Cotton futures, see subchapter D of chapter 39.
(3) Distilled spirits and fermented. liquors, see chapter 51.
(4) Documents and other instruments, see chapter 34.
(5) [Filled cheese, see subchapter C of chapter 39.J -
(6) Machine guns and short-barrelled firearms, see chapter 53.
(7) Oleomargarine, see subchapter F of chapter 38. B
(8) [Repealed] = v
(9) [Repealed] ' ) o
~(10) Process, renovated, or adulterated butter, see subchapter
- .. Cof chapter. 39. T ‘ ‘
: (11) Tobacco, snuff, cigars and cigarettes, see chapter 52.
(12) White phosphorous matches, see subchapter B of chapter

39.

L * * *® * * %
. . , ‘
L ‘ Craprer 78—BoNb3
- » * * * * * *

2
SUBCHAPTER A-—CRIMES
* IR N & * * Tk #

Part II—Penal}ies Applicable to Certain Taxes -

Sec. 7231. Failure to obtain license for collection of foreign items.

See. 7232. Failure to register, of false statement by manufacturer or producer of
gasoline or lubricating oil. :

Sec. 7233. Failure to pay, or attempt to evade payment of, tax on cotton futures,

_ahd other violations.

Sec. 7234. Violation of laws relating to oleomargarine or adulterated butter oper-

See.

See.

ations.

7235. Violation of laws relating to adulterated butter and process or renovated

7236.

See, 7237

Bec.
Sec.

7238,
7239.

butter.
[ Violation of laws relating to filled cheese.]
[Repealed
{Repealed ,
Violations of laws relating to white phosphorus matches.

Sec. 7240. Officials investing or speculating in sugar.
See. 7241, Penalty for fraudulent equalization tax certificates.

£

* % * * * »*

[SEC. 7236. VIOLATION OF LAWS RELATING TO FILLED
CHEESE.

[FaLse BranpiNG, SaLE, PACKING, OR STAMPING IN VIOLATION

Szc. 7103. Cross REFERENCES-—OTHER ProOVIsIONs For Bonps.

(apExreENnsions oF TiMB~— « 7
* ® x * * % &

(d) Bonps Requirep WiTH Respect To CERTAIN PRODUCTS.—
(1) For bond in case of articles taxable under subchapter B of
- chapter 37 processed for exportation without payment of the

tax provided therein, see section 4513(c).

(2) For bond in case of oleomargarine removed from the place of
manufacture for exportation to a foreign country, see section

orF Law.—Every person who knowingly sells or offers to sell, or de-
livers or offers to deliver, filled cheese in any other form than in new
wooden or paper packages, marked and branded as provided for and
described in section 4834 (b), or who packs in any package or packages
filled cheese in ahy manner contrary to law, or who falsely brands any
package or affixes a stamp on any package denoting a less amount of
tax than that required by law, shall upon conviction thereof be fined
for each and every offense not less than $50 and not more than $500,
or be imprisoned not less than 30 days nor more than 1 year.]

L] x * ® *® * *

4593(b).
(3) For requirement of bonds with respect to certain industries
see—
N (A) section 4596 relating to a manufacturer of oleomar-
garine; | ,
(B) section 4814(c) relating to a manufacturer-of process
orrenovated butter or adulterated butter;.
(C) [section 4833(c) relating to a manufacturer of filled
cheese; : '
(D) [Repealed] : ‘
(E) section 4804(c) relating to a manufacturer of white
phosphorus matches. : '
* o o R * . * o
Cuarrer 75—CrivEs, OrHER OFFENSES, AND FORFEITURES

Subchapter A. Crimes. :

Subchapter B. Other offenses.

Subchapter C. Forfeitures.. B o .
Subchapter I, Miscellaneous penalty and forfeiture provisions.

Ree.
See.

See.
Sec.
See.

See.
See.
See.
See.
See.

See.
See.
Sec.
See.

7261.
7262.

7263.
7264.
7285,

7266,
7267.
7268,
7269,
7270.
. T371,
7272,
7273,
7274,
7275,

SUBCHAPTER B—OTHER OFFENSES

Repr;zs}entatian that retailers’ exeise tax is exéluded from price of

article. :

Violation of ocecupational tax laws relating to wagering—failure to pay
_speeial tax. . )

Penalties relating to cotton futures.

Offenses relating to renovated or adulterated butter. .

Other offenses relating to oleomargarine or adulterated butter opera-
tions.

[ Offenses relating to filled cheese.}

(Offenses relating to white phosphorus matches. .

Possession with intent to sell in fraud of law or to evade tax.

Failure to produce records. :

Insurance policies.

Penaltjes for offenses relating.to stamps.

Penalty for failure to register. -

Penalties for offenses relating to special taxes,

Penalty for offenses relating to white phosphorus matches,

Penlty for offenses relating to certain airline tickets and advertising,

* # L # * #
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[Sec. 7266. OrrExsEs ReLaTiNG To FriLep CHEESE,

L(a) FAILUBE To Paxy Speciarn Tax.—Every person, firm, or
corporation—

L(1) ManuracTureErs.—Who ‘carries : on-the - business of a
manufacturer of filled cheese without having paid the special tax

_ therefor, as required by law, shall, besides being liable to the
payment of the tax, be fined not less than $400 nor more than
$3,000; and . . ‘

[(2) WHOLESALE DEALERs.—Who carries on the business of a
wholesale dealer in filled cheese without having paid the special
tax therefor, as required by law, shall, besides being liable to the
payment of the tax, be fined not less than $250 nor more than
$1,000; and ; : - : S

L[(3) ReTAIL DEALERS.—Who carries on the businéss of a retail
dealer in filled cheese without having paid the special tax therefor,
as required by law, shall, besides being liable for the payment
of the tax, be fined not less than $40 nor more than $500 for each
and every offense. = : :

- [(b) OruER .OFFENSES.—Any manufacturer of filled cheese who
fails to comply with the provisions of section 4833(b) and (c), or with
the regulations therein authorized, shall be deemed guilty of a mis-
demeanor and upon conviction thereof shall be fined not less than
$500 nor more than $1,000." =~ n ‘

[(c) FarLure or WHOLESALE AND REraiL DeargErs To Dispray
S1ans.—Any wholesale or retail dealer in filled cheese who fails or
neglects to comply with the provisions of section 4834(a) shall be
deemed guilty of a misdemeanor, and shall on conviction thereof be
gél&()l for each ,ai;d every offense not less than $50 and not more than

[(d) Omisston or Removar o¥ LaserL.—Every manufacturer of
filled cheese who neglects to affix the label provided for in section
4833(a)(2) to any package containing filled cheese made by him or
sold or offered for sale by or for him, and every person who removes
any such label so affixed from any such package, shall be fined $50 for
each package in respect to which such offense is committeed.

L(e) PurcrHasiNg WHEN SpeciaL Tax Nor Parp.—Every person
who knowingly purchases or receives for sale any filled cheese from
any manufacturer or importer who has not paid the special tax pro-
V%d$ed0f0r in section 4841 shall be liable, for each offense, to a penalty
of $100. ‘

[(f) PurcrasiNé WuHEN Nor StamPED, BRANDED, OR MARKED
AccorpiNg To Law.—Any person who knowingly purchases or re-
ceives for sale any filled cheese which has not been branded or stamped
according to law, or which is contained in packages not branded or
marked according to law, shall be liable to a penalty of $50 for each
such offense.]

* * * * * * *

SUBCHAPTER C—FORFEITURES .

Part 1. Property subject to forfeiture.
Part II. Provisions common to forfeitures.
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Part I—Property Subject to Forfeiture
& £ % ¥ % # ¥
Sec. 7303. OTHER PROPERTY SUBJECT TO FORFEITURE.

There may be seized and forfeited to the United States the following:
7 (1).CountERFEIT sTAMPS.—Every stamp involved in the offense,
described in section 7208 (relating to counterfeit; reused, cancelled,
etc., stamps), and the vellum, parchment, document, paper,
package, or article upon whieh such stamp was. placed or im-
pressed in connection with such offense. .

(2) RePEALED. . i

. (3) OFFENSES BY MANUFACTURER OR IMPORTER OF OR WHOLE-
SALE DEALER IN OLEOMARGARINE OR ADULTERATED BUTTER.—AIl
~oleomargarine or adulterated butter owned by any manufacturer
" or importer of or wholesale dealer in oleomargarine or adulterated
butter, or in which he has any interest as owner, if he shall know-
ingly or willfully omit, neglect, or refuse to do, or cause to be
done, any of the things required by law in the carrying on or
conducting of his business, or if he shall do anything prohibited
by subchapter F of chapter 38, or subchapter C of chapter 39.

(4) PUrRCHASE OR RECEIPT OF [FILLED CHEESE OR] ADULTER-
ATED BUTTER.—AIl articles of [filled cheese or] adulterated butter
(or the full value thereof) knowingly purchased or received by
any person from any manufacturer or importer who has not paid
the special tax provided in section 4821 [or 4841].

(5) PACKAGES OF OLEOMARGARINE [OR FILLED cHEESE].—AIl
packages of oleomargarine [or filled cheese] subject to the tax
under subchapter F of chapter 38 [, or part 11 of subchapter C
of chapter 39, whichever is applicable,] that shall be found
without. the ‘stamps or marks provided for in [the applicable
subchapter or part thereof.] that chapter.

(6) WHITE PHOSPHORUS MATCHES.—

(A) ‘All packages of white phosphorus matches subject to
tax under subchapter B of chapter 39 and found without the
stamps required by subchapter B of .chapter 39.

(B) All the white phosphorus matches owned by any
manufacturer of white phosphorus matches, or any importer
or exporter of matches, or in which he has any interest as
owner if he shall omit, neglect, or refuse to do or cause to be
done any of the things required by law in carrying on or
conducting his business, or shall do anything prohibited
by subchpater B of chapter 39, if there be no specfic penalty
or punishment imposed by any other provision of subchapter
B of chapter 39 for the neglecting, omitting, or refusing to
do, or for the doing or causing to be done, the thing required
or prohibited.

(7) FALSE STAMPING OF PACKAGES.—Any container involved
in the offense described in section 7271 (relating to disposal of
stamped packages), and of the contents of such container.

(8) FRAUDULENT BONDS, PERMITS, AND ENTRIES.—AIl property
to which any false or fraudulent instrument involved in the
offense described in section 7207 relates. ‘



TAX REFORM ACT OF 1969 (D) apply, for purposes of section 4942(f), in such a

‘ . O : ’ manner as to treat any distribution made to a private

* * * * * * * foundation in redemption of stock held by such private
' foundation in a business enterprise as not essentially
equivalent to a dividend under section 302(b)(1) if such

Sec. 101. PRIV{iTE FounpaTioNs
’ redemption is described in paragraph (2)(B) of this

(a)***

¥ ¥ * e * * T ] subsection; Land]
(1) SAviNGs PROVISIONS.— * (E) not apply to an organization which is prohibited
() * * = ’ , by its governing instrument or other instrument from
* * * * * * * distributing capital or corpus to the extent the require-

T s . . ments of section 4942 inconsistent with such prohibi-
(3) SecTioN 4942.—In the case of organizations organized ) ﬁslrll. s ol section are nconsis w p

before May 27, 1969, section 4942 shall— With respect to taxable years beginning after Decem-

(A) for all purposes other than the determination of
the minimum Investment return under section 4942(j)
(3)(B) (i), for taxable years beginning before January 1,
1972, apply without regard to section 4942(e) (relating
to minimum investment return), and for taxable years
be%'uming in 1972, 1973, and 1974, apply with an appli-
cable percentage (as’ prescribed in section 4942(e)(3))
which does not exceed 4% percent, 5 percent, and 5%
percent, respectively;

(B) not apply to an organization to the extent its
income is required to be accumulated pursuant to the
mandatory terms (as in effect on May 26, 1969, and at
all times thereafter) of an instrument executed before
. May 27, 1969, with respect to the transfer of income
. producing property to such organization, except that
section 4942 shall apply to such organization if the or-
ganization would have been denied exemption if section
504(a) had not been repealed by this Act, or would
have had its deductions under section 642(c) limited if
section 681(c) had not been repealed by this Act. In
applying the preceding sentence, in addition to the
limitations contained in section 504(a) or 681(c) before
its repeal, section 504(a)(1) or 681(c)(1) shall be treated
as not applying to an organization to the extent its
income is required to be accumulated pursuant to the
mandatory terms (as in effect on January 1, 1951, and
at all times thereafter) of an instruthent exeeuted
before January 1, 1951, with respect to the transfer of
income producing property to such organization before
such date, if such transfer was irrevocable on such date;

(C) apply to a grant to a private foundation de-
scribed in section 4942(g)(1)(A)(@ii) which is not de-
scribed iIn  section 4942(g)(1)(A)(i), pursuant to a
‘written commitment which was binding on May 26,
1969, and at all times thereafter, as if such grant is a
grant to an operating foundation (as defined in section
4942(7)(3)), i such grant is made for one or more of the
purposes described in section 170(c)(2)(B) and is to
.be paid out to such private foundation on or before
* December 31, 1974; '

ber 31, 1971, subparagraphs (B) and (E) shall apply
only during the pendency of any judicial proceed-
ing by the private foundation which is necessary to re-
form, or to excuse such foundation from compliance
with, its governing instrument or any other instrument
(as in effect on May 26, 1969) in order to comply with
the provisions of section 4942, and in the case of sub-
paragraph (B) for all periods after the termination of such
judicial proceeding during which the governing instru-
ment or any other instrument does not permit compli-
ance with such provisionsf.]; end

(F) apply, in the case of an organization described in
paragraph (4)(A) of this subsection,

(2) by applying section 4942(e) without regard to
the stock to which paragraph (4)(A4)(3) of this sub-
section applies,

(1) by applying section 4942(f) without regard to
dividend income for such stock, and

(12) by defining the distributable amount as the
sum of the amount determined under section 4942(d)
(after application of clauses (i) and (i2)), and the
amount of the dividend income from such stock.

% & * * * *

o



93p CoNGRESS HOUSE OF REPRESENTATIVES RerorT
2d Session No. 93-1400

EXTENDING THE TEMPORARY SUSPENSION OF DUTY
ON CERTAIN BICYCLE PARTS AND ACCESSORIES

OcToBER 1, 1974.—Ordered to be printed

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

CONFERENCE REPORT

{To accompany H.R. 6642]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (H.R. 6642) to
suspend the duties of certain bicycle parts and accessories until the
close of December 31, 1976, having met, after full and free conference,
have agreed to recommend and do recommend to their respective
Houses as follows:

That the House recede from its disagreement to the amendments of
the Senate numbered 1, 2, 8, and 4, and agree to the same.

The committee of conference report in disagreement the amend-
ments of the Senate numbered 5, 6, 7, 8, and 9, and the amendment of
the Senate to the title of the bill.

W. D. MiuLs,

Ar Uriman,

James A. Burks,

H. T. ScaNeEseL,

Harorp R. CoLiIer,
Managers on the Part of the House.

Ruossewn Lowg,

Herman E. TALMADGE,

Warrace F. BenngrT,
Managers on the Part of the Senate.

38-006



JOINT ‘EXPLANATORY STATEMENT OF THE
COMMITTEE OF CONFERENCE

The managers on the part of the House and the Senate at the con-
ference on the disagreeing votes of the two Houses on the .amend-
ments of the Senate to the bill (H.R. 6642) to suspend the duties of
certain bicycle parts and accessories until the.close of December 31,
1976, submit the following joint statement to the House and the Senate
in explanation of the effect of the action agreed upon by the managers
and recommended in the accompanying conference report:

Amendments Nos. 1,2, 3, and 4: The House bill extends the existing
suspension of duties on certain bicycle parts and accessories from Jan-
uary 1, 1974, until the close of December 31, 1976.,Senate amendments
numbered 1, 2, 3, and 4 make eonforming changes to the House:pro-
visions. The House recedes: with respect to-these amendments.

Amendment No. 5: The Senate amendment added a new section 2
to the bill. Since enactment of the 1969 Tax Reform Act, the Internal
Revenue Service has, by administrative determination, provided a
moratorium with respect to the application of the new moving ex-
pense rules to members of the armed services. The most recént exten-
sion of the IRS moratorium. is to expire at the end of the present
Congress. Senate amendment numbered 5 extends this moratorium
until January 1, 1975, to permit a staff study to be made of possible
legislative solutions pertainin w-the-difﬁcuﬁies presented.

gl’his amendment is reported in ‘technical disagreement. The man-
agers on the part of the House will offer the following motion: _

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

(1) On page 1 of the Senate engrossed amendments, in the seventh
line from the bottom strike out “Section 22 and insert “Section 82".

(2) On page 2 of 'the Senate engrossed amendments, strike out
“Secretary of Defense” each place it appears and insert “Secretary
concerned”. ol 2o

(8) On page 2 of the Senate engrossed amendments, strike out
“uniformed services” each place it appears and insert “armed forces”.

(4) On page 2 of the Senate engrossed amendments, strike out lines
18 through 23, and insert the following ‘

“(b) Definitions.—For purposes of this section, the term—
“(1) ‘armed forces’ has the meaning given it by section
101(4) of title 87, United States Code; = - ' o
. “(2) ‘Secretary concerned’-means the Secretary of Defense
.and, with respect to the Coast Guard, the Secretary of Trans-
portation; and’ ’ R T
: “(3). ‘adjusted gross income’ and ‘moving expenses’ have |
., the meanings given them by sections 62 and 217(b), respec-

_ . tively, of the Internal Revenne Code of 1954”.
. . (3), . Coevag

H.R. 1400



4

(5) On page 3, line 2, of the Senate engrossed amendments strike
out “1975” and insert “1976”.

The House amendments to Senate amendment numbered 5 extend
the moratorium with respect to the application to military personnel
of the moving expense rules adopted in the Tax Reform Act of 1969
until January 1, 1976, and make it clear that this moratorium alsp
applies to the Coast Guard as well as other branches of the armed
services. S e '

The managers on the part of the Senate will move to agree to the
amendments of the House to Senate amendment numbered 5.

Amendment No. 6: The Senate amendment repeals the tax and other
regulatory provisions relating to filled cheese which are in the Internal
Revenue Code. N . :

This amendment is reported in technical disagreement. )

The managers on the part of the House will offer the following
motion: ot ‘ '

That the House recede from its disagreement to Senate amendment
numbered 6 and agree to the same with the following amendments:

(1) On page 4 of the Senate engrossed amendments between lines
13 and 14 insert the following : o : ‘

(8) Section 7641 (relating to supervision of operations of
certain manufacturers) is amended by striking out “filled
cheese,”. ‘ o

(2) On page 4 of the Senate engrossed amendments after line 16,
insert the following : . :

(d) Amendment of Internal Revenue Code.—Whenever an amend-
ment in this section is expressed in terms of an amendment to or repeal
of a section or other provision, the reference is to a section or other
provision of the Internal Revenue Code of 1954. L

The effect of this motion is that the House recedes from its disagree-
ment to the Senate amendment, and agrees to the same with technical
amendments. :

The managers on the part of the Senate will move to agree to the
amendments of the House to Senate amendment numbered 6.

Amendment No. 7: The Senate amendment permits private foun-
dations whose assets are largely invested in the stock of a multistate
regulated company (which investment represents 90 percent or more
of the stock of the company) to exclude the value of this stock in
computing the amount of their required charitable distributions under
the private foundation provisions. This amendment is designed to per-
mit the retention of 51 percent of the stock of the company in cases
of this type by permitting such investments to be ignored in apply-
ing the charitable distribution provisions.

This amendment is reported in technical disagreement. ,

The managers on the part of the House will offer a motion that the
House recede from its disagreement to Senate amendment numbered 7
and agree to the same, , ’ :

Amendment No. 8: Senate amendment numbered 8 added a new
section 5 to the bill designed to make it possible to establish a system
of combined annual reporting of Social Security and income tax
which would replace present procedures which require that employers
make guarterly reports of the wages paid to employees which are sub-
ject to Social Security.

This amendment is reported in technical disagreement.
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* The managers on the part of the House will offer the following
motion :
That the House recede from its disagreement to the Senate amend-
rfn?nt numbered 8, and agree to the same with an amendment as
ollows: -
In lieu of the matter proposed to be inserted by the Senate amend-
ment, insert the following:

Sec. 5. Study of Combined Annual Reporting for Social Security
and Income T'ax Purposes.

T'he Secretary and the Secretary of Health, Education, and Welfare
shall (1) study the desirability and feasibility of instituting a system
of combined social security-income tax reporting on an anmual basis,
and the effect of such a system on social security beneficiaries, on the
costs to employers and to the social security program, and on the ad-
ministration of such program, and (2) submit to the Committee on
Ways and Means of the House of Representatives and the Commit-
tee on Finance of the Senate, no later than December 31, 197}, a joint
report of the results of such study containing their recommendations
as to the provisions, procedures, and requirements which might be in-
c}l;tded in such a system and the manner in which it might be put into
effect.

The managers on the part of the Senate will move to agree to the
amendment of the House to Senate amendment numbered 8.

- The managers note that the Senate amendment was not intended
to affect in any way the reporting of wages to the Department of
Health, Education, and Welfare by State and local Governments
which have elected Social Security coverage for their employees, and
express their understanding that the joint study will not recommend
any change with respect to the reporting of such wages.

Amendment No. 9: The Senate amendment increases the amount of
carbon dioxide that may be contained in still wines from 0.277 to 0.392
grams per 100 milliliters of wine. This increase is intended to improve
the shelf life of wines with low alcoholic content by permitting the
addition of a little more carbon dioxide.

This amendment is reported in technical disagreement.

The managers on the part of the House will offer a motion that the
House recede from its disagreement to Senate amendment numbered
9, and agree to the same.

Amendment to title:

The managers on the part of the House will offer a motion that the
House recede from its disagreement to the amendment of the Senate
to the title of the bill and agree to the same.

W. D. Miiis,

Ar UrLiman,

James A. Burke,

H. T, ScaxgeseLl,

Harowp R. Coriazr,
Managers on the Part of the House.

Russerr B. Loxg,

HerMan E. TavLmaper,

Warvace F. BeEnnerr,
Managers on the Part of the Senate.

O
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H. R. 6642

Rinetp-third Congress of the Wnited States of America

AT THE SECOND SESSION

Begun and held at the City of Washington on Monday, the twenty-first day of January,
one thousand nine hundred and seventy-four

An Act

To suspend the duties on certain bicycle parts and accessories until the close
of December 31, 1976, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That (a) items
912.05 and 912.10 of the Appendix to the Tariff Schedules of the
United States (19 1.S.C. 1202) are each amended by striking out
%12/31/78” and inserting in lieu thereof “12/31/76”.

(b) The amendments made by this section shall apply with respect
to articles entered, or withdrawn from warehouse, for consumption
after December 31, 1978.

SEC. 2. APPLICATION OF SECTION 82 AND SECTION 217
TO MEMBERS OF UNIFORMED SERVICES.

(a) In GexeraL—Notwithstanding the provisions of section 82
(relating to reimbursement for expenses of moving) and section 217
(relating to moving expenses), of the Internal Revenue Code of 1954,
the Secretary of the Treasury, in the administration of those sections,
is authorized-—- '

(1) to enter into an agreement with the Secretary concerned
under which the Secretary concerned will not be required to
withhold tax on, or to report, moving expense reimbursements
made to members of the armed forces;

(2) to permit any taxggaﬂy_er who is a member of the armed _
forces not to include in adjusted gross income the amount of any
reimbursement in kind of moving expenses made by the Secretary
conecerned ; and

(3) to permit any taxpayer who is a member of the armed
forces to deduct any amount paid by him as moving expenses in
connection with any move required by the Secretary concerned,
in excess of any reimbursement received for such expenses, with-
out regard to the provisions of section 217(c) (relating to con-
ditions), to the extent it is otherwise deductible under section 217.

(b) Derixrrions~For purposes of this section, the term—

(1) “armed forces” has the meaning given it by section 101(4)
of title 37, United States Code;

(2) “Secretary concerned” means the Secretary of Defense and,
wit(;ih respect to the Coast Guard, the Secretary of Transportation;
an

(3) “adjusted gross income” and “moving expenses” have the
meanings given them by sections 62 and 217(b), respectively,
of the Internal Revenue Code of 1954.

(¢) Errective Dare.—The provisions of this section shall apply
with respect to taxable years ending before January 1, 1976.

SEC. 3. REPEAL OF REGULATORY TAXES ON FILLED
CHEESE.

(a) Ix GENERAL—
(1) Part IT of subchapter C of chapter 39 (relating to regula-
tory provisions affecting filled cheese) 1s repealed.
2§) The table of parts of such subchapter is amended by strik-
ing out the item relating to part IT.
(b) TecuNIcAL AND ConrFormiNg CHANGES.—
(1) Section 7236 (relating to false branding, etc.) is repealed.
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(2) The table of sections of part II of subchapter A of chapter
75 1s amended by striking out the item relating to section 7236.

(3) Section 7266 (relating to offenses relating to filled cheese)
is repealed. :

(4) The table of sections of subchapter B of chapter 75 is
amended by striking out the item relating to section 7266.

(5) Section 7303 (relating to property subject to forfeiture) is
amended by striking out paragraphs (4) and (5) and inserting in
lieu thereof the following :

‘‘(4) PURCHASE OR RECEIPT OF ADULTERATED BUTTER.—AIl articles
of adulterated butter (or the full value thereof) knowingly pur-
chased or received by any person from any manufacturer or
importer who has not paid the special tax provided in section
4821.

“(5) PacracEs oF OLEOMARGARINE.—AIll packages of oleomar-
garine subject to the tax under subchapter F of chapter 38 that
shall be found without the stamps or marks provided for in that
chapter.”.

(6) Section 6808 (relating to cross references) is amended by
striking out paragraph (5).

(7) Section 7103(d)(3) (relating to cross references) is
amended by striking out subparagraph (C).

(8) Section 7641 (relating to supervision of operations of cer-
tain manufacturers) is amended by striking out “filled cheese,”.

(¢) Errective Date—The repeals and amendments made by this
section shall apply to filled cheese manufactured, imported, or sold
after the date of enactment of this Act.

(d) AmexpMENT OF INTERNAL ReveNue Cope.—Whenever an
amendment in this section is expressed in terms of an amendment to
or repeal of a section or other provision, the reference is to a section
or other provision of the Internal Revenue Code of 1954.

SEC. 4. APPLICATION OF SECTION 4942 TAX ON FAIL-
URE TO DISTRIBUTE INCOME.

(a) INn GeneraL—Section 101(1) (3) of the Tax Reform Act of
1969 (relating to savings provisions under section 4942 of the Internal
Revenue Code of 1954) 1s amended by—

(1) striking out “and” in subparagraph (D),
(2) striking out the period at t%fa end of subparagraph (E)
and inserting in lieu thereof “; and”, and
(3) adding after subparagraph (E) the following new
subparagraph:
“(F) apply, in the case of an organization described in
paragraph (4) (A) of this subsection,

“(i) by applying section 4942(e) without regard to
the stock to which paragraph (4) (A) (ii) of this sub-
section applies,

“(i1) by applying section 4942(f) without regard to
dividend 1ncome for such stock, and

“(iii) by defining the distributable amount as the
sum of the amount determined under section 4942(d)
(after the application of clauses (i) and (ii)), and the
amount of the dividend income from such stock.”. -

(b) The amendment made by this section shall apply to taxable
years beginning after December 31, 1971.

-
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SEC. 5. STUDY OF COMBINED ANNUAL REPORTING FOR
SOCIAL SECURITY AND INCOME TAX PUR-
POSES.

The Secretary and the Secretary of Health, Education, and Welfare
shall (1) study the desirability and feasibility of instituting a system
of combined social security-income tax reporting on an annual basis,
and the effect of such a system on social security beneficiaries, on the
costs to employers and to the social security program, and on the ad-
ministration of such program, and (2) submit to the Committee on
Ways and Means of the House of Representatives and the Commit-
tee on Finance of the Senate, no later than December 31, 1974, a joint
report of the results of such study containing their recommendations
as to the provisions, procedures, and requirements which might be
included in such a system and the manner in which it might be put
into effect.

SEC. 6. IMPOSITION AND RATE OF TAX ON STILL WINES.

(a) I~ GenerarL.—The last sentence of section 5041(a) of the In-
ternal Revenue Code of 1954 (relating to tax on wines) is amended
by striking out “0.277” and inserting in lieu thereof “0.392”.

(b) Errecrive Date—The amendment made by this section shall
take effect on the first day of the first calendar month which begins
more than 90 days after the date of enactment of this Act.

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.








