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JOINT EXPLANATORY STATIIENT OF THA
Cco EII TEZ 0 CONFEZREINCHE

to inhraase the low income allowance and tha pevcenuage stapdard

deducUlon, co n”OV‘d” a c:edlt for certaln earned 1ncome, to 1ncraasa

-

iy t

the ”nVESerPﬁ cred*t and the sur%ax exemotlon, and Tor o»her puvposeo,
submlt the following 301nt statement to the House and the Senatn""

an exnlanaulon of the eff ect of tne action agraed upon by the m,nagers

and reccmmended in the accompanglnv conference report-
: A

Digitized from Box 29 of The Ron Nessen Papers at the Gerald R. Ford Presidential Library
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FUND OF 1972 INDIVIDUAL Imcomz,TAxES;;“

1975: ;The amount of the refu :

‘fAuo to a maxirun refund of $200.  Each taxpayer 1s to reéé1;e a‘A
refund of at least $100 (cr the full amount of his or her.actual
tax liability ir i is less than $100) The refuna is to be phased kk
down from the max*mum of $200 to $100 as the taxpajer s adjustea
grcss income rises fron $2O OOG to $3O GOG. ;“'f~ 'f_f  ;;?*:f e

: Senate arendment.mmmhe Senate anendmant provides for a similar

‘“‘razund of 197& tax Liabilxty except that the amount of the refund
will be equal to 12 percent of tax liability up to a naximum,refund,f
of $2HO with a minimum of $120 (or the full amoant of the taXaner s

. ——

:;;::;~tax liability if it 1s less than $120)

Conference substi ute ~~The conférence substltute yrovxdesfﬂ“f‘* »

i for the same refund of 1974 tax llability as 1n,the.House blll. SR
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IN THE ADMINISTRATION OF FEDERAL PROGRAMS AND
:LD“RALLY ASSIS D PPOGRAMS

to receive bena’iis or assistance, or the amount or extent of benefits

.fqu'or assisuance under any Feﬂeral or Federally assistﬁd provram.

N'Senatn anendment.-—The Senate amendmnnt is 1aen*ical to the

L1 e

House provision.‘;n;

Conlerenbe substitute.——Tha conference sub3uitute 1s the same ‘
. as the house bill and Senate anendnent. n N '\ )
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R::CCxIO\ _Y I?DIVIDUAL INCGEE TAXES

Personal?Exam on Credlth“_ Ch

a,((low-lnco“e a2l awance")}yo;sl 9& | or 31nu‘e'persons and ﬁo'

f}g;~f $2 500 for joiznt returns» It alsa increases tha percentage

’7ijstandardydeductlon to 16 percent, thh a maX1mum of 32 500
V'ffor sxn,le persons and $3 000 for JOlnt returns.r These 1nﬁ

' 73 creases under>the-Housevb111 are effective only for the 1975 -

v'§g§§§gwg§g§§§g§t;~¥Instead of the inérease’in therléﬁ~ |
~1ncome allowance and the percentage standard deduc:zon prov1ded
s by tne House b111 the Senate amendment provxdes a 3280 optlonal

”»tax credzt for each personal eXemptlon deductlon to Whlch a __'

'ﬁ 1rs:'$4 000 of taxabmadlncome}T The $200 Optlenal tax

House bzll —~mha blll raxses»the mlnlmum standard deductlon f

f&ftaxpayer'ls entltled 1n lzeu of the $?50 deductlon and a re~‘3;;j;;;

iduCtlon of 1 percentaga p01nt in the tax rates applxcable to el T
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3“av*:es ‘hat taxaayersware to‘comoute2tneir

P4

h° amen""=*“

Ravanue Service will automatically chec& the computation nade on

each reuurn ana will refuna (or credit) any excess amounts naid

v

resuluino ?rom the overstatement of tax liabilitj.« Under tne amnnd~

nenu the personal exencu*on tax-eveait is to apply on a 1 year~ﬁ?~?;

 7’ bas*s for a taxable year beginning 1n 1975 only. V_&ﬁt T1.5:}}5;f

Tn_aaaihianwta~the*cntionﬁ7 +9v ovpﬂ** ?nr nansanal,exe_ntignss.”
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by 1 Ue”cenvave point.

Conzernnce SUbStituu83~-in6 con&erﬂnca auostituta ra1ses the -
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minimum standard deduction te 51,500 for single ersons and to
o>

300 for joinc returns, It also 1ncreases tha percentage

andard deduction to 16 nerwent 41th a naz*mum of 52 300 for

: sxnvle persons and

Th*s is- to be jj““““

éfféétive'fof~19?5.
in acd~twon, the conze*enCQ suostltute prowldes for a tax’

crédlﬁ ~in addition to the personal exemptlon, of $30 for each

taxéé&ér,vspouse, and depenﬂent‘ The credlt is efzectlve for




e
ZARNED T‘TCOL«__.. TAX CREDLT
4 ‘House Diii.--Th2 bill prov1des Lor a refundable credit of
. . \-—————-———"-—_—
- percenb of ezrmad income up to a max1mum of $200 ”he credit

Se*za.’ce a:::';:.enu.--T‘ne Sena’ce amendmont prov1des a. tax cref?*"{;
w
’, of 10 percent o ea.rned income un to a. max:.mum of $1LOO J.ne amount

of the cred_ 1s to be paa.sed out from the max:.mum amount dotrn to

——zero as 't:he ea.rned 1ncome (or ad,]usted gross 1ncome s i greater)

>

. - increases. from $LL OOO to $8 OOO , Only :md.lvz_dua.ls who ma.lnta.z.n
Vi a household in ‘the Um.ted Sta.tes for themselve.:. a.nd for 1 or more -

dependent children are el:.glble ’co cla.:.m the credlt zfmder tne Se’late

amendmenu .' As :m. 'che House blll, the Senate amendmen’c appl:x.es only

to taxable years bec'mn:x_ng in 1975

Senate amendment w1th reference to the :mcome be:.ng 'taken 1nto account

for welfare purposes,. however, is not 1ncluded as the con;erees

langnage appllcable :under presen‘t law 2.s not changed




‘1for'an earned ircona cradit’ pr'viaed‘in tne Ho

&Revenue Se“vi»e is reauired to calcu7ate with,

:percentage standa:d deductlon,

] ..\ '

{

»>

CHANGE IN WITHHOLDING‘RQTES
House bill.--Ths bill proviaes a new annual nercentage with-

noWd*nv tnble, wnich Llects the" increasea in the low inconev o

_alloxance, the DEPC&H»&éQ standard aeauction, ana the:provision

*her'periohs and for Jaga bracxet withholain

b

Senate arendnen -~”he Senaue amendment requires the Secretary

cf the,Treasur; to Drescribe new withholding tables which reflect
the 3200Vperso”a; exemntion tax credit provided by the Senate amend- i

h-pg, the reduction in 1ncowe tax rates provided by the Senaoe

!\)

v ,
enﬁment and the earned incone credit as modified by‘the Senate
i .

a:aﬁﬁnent. The changes 1ln the withholding tables are to taxe-~

sffect, as in the House bill, on May 1, 1975, -

Co”; ; S bstitu ~~The conference substltute requ1res~the

L L e

°:»ecretary'to brascrlbe rew~withho§d1na taoIﬂsmﬁﬁlwh’ré“Iect'ﬁh";“?fff”fi

temporary 1ncreases in the mznxmum standard deductlon and the
ESZKL trmnod AN st s

t“x_aataaf and the addltlonal tax credxt provided in the conference




DEDUCTION OF

EXRPLOYHET (CBILDCAR& DmDDCTIQ?)

_per year) and he inccne’

~enate amend,en

ﬁ',sanuvllmzus on aeduc§gale etpendlgureb {maxzmummof-$4 800

~£3’>

C:RT“LN EXDENSES NE CquARY FOR GAINFUL

inouse bill ~~Tnm “ouse blll does “o”

R

conta*n,thiS'prOV1s on.

—~ThevSenate a@andmont rewoves' he pre~ ;;7w1

ouf $l fo: each $2 of “dgusted gross 1ncome in excess of 318 080

'fé§fthe;husna dAand'r-&e)

itbmiZéd'deduc ion (dsductlble from adgusted gross 1ncome)

to a.”bu31nes; coductlon" (deductlble frow gross 13c0me 1n

- determin 130 AGI}

mafe deduct¢ble«

Payn nts tc rplated perscns are. also

if the transactlon 13 mada 1n an "arms~

Jen g*n" fashlon (pursuant to Traasury regulatlons)

fﬁIt changes the‘deduc»lonifrOm an

_The Senate amendment also provides for an optional tax -

credit for 50 percent of the allowable child care ekpensés;

-« .- up to a WKleum—Cfédlu of $50~§er moagh ($95 in the case of

marrled person flllnd a’ separa e tax return).'

a -

tne;Sena»e amendment arﬁ»effectlve:for taxable yvears beginning

after the date of

enactment.

Tne changes 1n‘"”



Wﬁpr*ov1sion effe tive for sales of resmdences after December 31,f

EXTENSION OF PZRICD FOR REDLACIKG'BiD RESIDEﬁCEV’

FOR PURPOSES OF NOWRE OGNITION OF GAIN

U\DHR SQCTION 1034

AHouse bvll ~~\0 n

7‘Se"a+e amendz ‘t.

" extens1on of the tinme nerxod in whlch a taxpayer may

'-nurchase a sub seqxent prlncipal res;dence and thereby defer -

1 galn, from ona ;ear to 18 months (before or after sale).;
The amendmen 2iso exteuds the perxo& 1n thch the taxpayer.‘
l kay constrhct a subsequent res;dance from 18 months to o
‘9& zonths (1f constructzon b901ns withxn 18 months aftér‘ _“
the sale of the former reSLdence). The extensxon is
f*ectlve for sales of resmdences after December 31, 1973

Qﬂgﬁmggng, substltLte.~—The conference substitute

'follows the~Senate amendment except that lt nakesvthe ,;”2;7*‘?77‘

“‘* ,.:,,_ ; -

A e

1974‘ k‘

e - - DT T T O w——————



TAX CREDIT FOR HOME PURCHASES

L*'ﬂjti‘ credit for tha :chhasevor constrnéé;on‘by an iﬁdlvidual tax—"
payer of a new nrznc;pal residence. Under the<amendment, the
*aeiinztznn of a new princzpal,resadence includes, but is not | ;,
llmztedwto, a single.famzly'structure a unit 1n a condcminlum :
or cooperatlye-housing project, and a moblle home.. The,rate - -
- of the qredit 1s.equal to 5 percent of the taxpayerf;'baéis" :
in thejﬁewzresidence»and the~apount’of"the credit isvlimited ST
to a2 maximum of‘$2 000. _ :
Generally, to be ellgible for the credit the tazpayer
must have acqulred the home as h1s prlncipal place of re51dence
LR after March 125 1975, ancz- befmfamary’]: 1976, Howevei-‘,’ el ~-
~the credit will apply to binding'contrapts-entered 1gto before :

Januéry*l, 1976, if settlement and occupancy occur before

January'l,'1977.

T

ub. tltutas;~Tha ggnference substitute follows
_5‘.,::,«,0,.\,,1:&21,&»&5&4 3 ore e p ;

was under construction before March 26, 1974. In additionm, to
be” ellvible for the credit the taxpayer must attach to his

" income tax return a certification by the seller that the-'

) %
]
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purchase price paid by

-the new residence was ever

~eriminal penalties will bs.

A
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T , INCREASE I IINVESTIENT C2& DIT
N - o |
¥ous2 bill.--Tn=z. House bill provide5~for‘an increase*
in the investnment credis rate Tor all taz nayers (includ*nv’
puslic utilities) o 1C percent from 7 Dercenc {& nercenv,in,,

“;creﬁit) , The ﬁe**en age llmlﬁ ;cr publlc utillty property is to
be increasad fra the general 50 percent llmit uo lOO percenﬁ of _-

~ th2 income tgx 1izbi 1 ity for 1975 and 1970.ffIn»aath’bf the next

-— o du [SS A

. : } .
Tive **“able yeg-a, he increase for pnbllc utllltles is to be .
redaceu OJ 10 percenuage poznﬁs until 1981, and thereafner, at .

which nlme the 50 per»ent leltatlon aﬁaln is effective, Addiﬁl@nallj;

-

e he House provw31 increases from 950 OOP to g73;900 the axount _ ;;;

"**”Of use. prOperty Wi 1ch can quallfy for the 1nveSument credi“ for
. { '

- L . ‘ . s S .

any 1 year.g

The 10 pervvnt 11veszment credlt rate lS Lo bd avallable

,Qleﬂ,-

‘acguired .
addition, in th2 case of property constructed, reconstructed,

or erected by thz tzpayer, the 10 percent investment credit

‘ L P
rat2 is To be zvallsble for property comoletad*by the~taxnayer‘é%'“:3\
> y .

; b

3o

after Tanu;-fgél, 1975, but only to the extent of the por*ion 2,
’ ’ ) \* : T
cf the "a7ua actt ally attributable to consuruccfcn, ebc., by - e S

.rer after Jinuavry-2L, 1975, andvbefore Jantary *;”LQYO,;ﬁ;ijf“
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The provisions increasing the amount of used property~wh1ch can

. 3 < P T ey e " P - rod
guellily Tor the Anvesiment CTCEL@ apgly to czable years bn;_nn ng

»

' ”ne provisions with mspec o0 progre. sp nent f'if;:f ‘ o

re:met 2 12 percent investment- credlt is

=tof5§f§§é§1able w‘*h espact to property acquired and placed

in s=rv1ce af:er aary'el, 19?5, and before January l 19?7

[ -
-

VS*“. *ly, 1n t“a case of property ainstructed recons*ructed

S “o* a*ected by tu, taxpayer, the 12 percent credxt 13 also to ba’i

53; zval able witn re pect to pronarty ccmpleted by the taxpayer afﬁer.;;'
VJ:*:a:y 21 1975, to the extent of the part of the basis of tne
prOperty proporly attrlbuuaype *o cons truction, etc., afﬁer .

fJanuary 21, 1975, and bofore January 1 1977.

wind s e -:.7.3-.—.-»...‘ Tarmm i i ™ T L T L e ™ TR

“an 1pvesument creﬁlt (qualzf*ed 1nvestment,1n prcnerty}

fo* a year exceeéa $10 OCO OOO the 12 percent rate 1s to be a"allaola

¥

omly 1f tne uazpaxer esnnbllsnos or' ainta¢ﬁf an emnlojea stock ouner*_f

Stotk'(oriéésh for the avcuiéi io fof ﬂuch SVOCK or sec *1ﬁles)

of uhe enclo;@* in a2n anm oung eoual to one-half OL tne addluiO 12l

i

2 p ercent aga cqznt i:creasa above the nnrnanent 10 percenu rate

S

-

{i. e one-twelfih of the total allow able 1ﬂvestment credlt in ,ja*“*d}g
1 Rt
this case). If hose qq* eﬁts are not saulsfied, »ne tuxpaye*'”' §?
- -;:',‘2;,.‘

71ill be eligible only:for‘tne lO_percent_investment credlt wnicn,sx




S

the committes oravlision zdopts—as 2 permanenc increase .in th=
investiient tax cradit rate. However, the 12‘percent rate wall be 5

eveileble without regard fo the requirenert ;ow an;emplorce stozk

Eﬁﬁﬁﬁﬁf pf@lan if <he Gualllled lnvestn At propprty of .the taxpayer

;\e Sen= te provision

1ncrease 1n the izvestment credlt whlch w111 be allowed to a public

ﬁwiutllxtyf;?Addltlowally, the Senate PIOVlSlon adoots the temporary
increase in the 50 percent.llmltatlon on the amount of tax llabillty

; . be
that may/offset by the investment credlt with the modlflcatlon that

such ‘increase shall be avallable for taxable years ending in.
”1975 rather than for=taxable years beglnnlng in 197% R "‘; A
D) The Senate - provmsxon also provzdes that the addltlonal . =

credit . i nrov1ded for a puollc utllltj bv ‘reason of the rate

- -

increase or uhe increase in bhe limitation based ot tax ljabllltj 1s

B i e o it - = - o
E s ot e e e e

S Lo o | ot ey T 3
=

Sy

BT e e O

gen°1 ll} not to be»ava Table 1f the a&d tional crcdlt is used to»

- reduce the rate base, unless the credlt is then restorod to the

rate base at leas» as fast as ratably over the'uoelul life of tbe

nal cred_t 1s genarally not to be allowed -

p;ggerty ;‘The addltlo

'*bve&it'i'*to apolyfal h respect to propertw,used predonlnate:y

in the trade or ousineas of the furnishin" or sale of electrlcay
energy, watﬂr, or se:age dlsposal <‘ervic:"s, gas through a 1oca1 : §; gf
a3 stril ion systen, uelepnone service _domesbic telearaph servibe, ;
or o»her ‘domestic communlcatlon service, if the rates for furnishing

S o—-or'sele are revulated by a governmerual body; iy “f i ':_;“:;fr‘
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If the governmantal regulzto y agancy requ:s.res ratable

flow through to income, it cannot reguire any adj;usment to

h2 rzte base; if the agency require's adjustmants to the rate

A spe c.a.al ele
£ through of the

sallo:'zence fin carta'

te ma.de by the= z:_.xoayer uit‘nin 00 dwys a.ftnr tha da.i:e OJ. enac»man*'" '

of the b::.ll. i ' 7n this case i;he ﬁaxpayer must nake the election a:b

l*l

it‘a ovmn oo“'cn on and xn’chou‘h regard 1’:0 snz, requlremen‘b izrposad ’oy a,

::eg,ula »omr f'e“cy

,If a regulatory agency réquires the flowing through of
a ccmoany s addltn.onal J.nvestmenf' credlt at a rate faster

'map pe:."‘ll‘tued or 1nsv sts upon a greauer rate base ad;;usment tna.n ;

A e g -

Wls parmi ed, ﬁnavaddlu:;.onal inveszmmnt credr" is ‘E:o be d:z.aalloued

f bu_; only a.ftez' a fina.‘}. determina‘cion. (made a.fter enactmeni; of i:his o

; p'f‘onsv cm) is nut 3.nv:o efg.ech,. The rules pwomded under present

on the

la:r Wit th respect ‘{:9 determinations

: o?}. we enmmu of usbd

1 i nvns tmen ¢ for t‘-e our-

poaes of 1‘:}1v ':.n'festme*zz, cw‘d ’c ibh respect to usec}.» proger’tyacquired

B

bythe t “»::33“5:‘ aft er J’czwuazy cl"’ .L)?’S,
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Confe*e:ce suhstitute.~-The conference substitute provides '

;or:a{Ideerce irvestinent credit for all taxpayers (1nclud1n0

;ggganuary‘l, 1977. In the

?Z'"*lnvestme

prov1ded under pre sent'IEW'ls to apply(éven if aequ&red—pu:suaat

; :t.oq.n order.\plaeed» by the taxpayer before—-ﬁz:rmr—h_ 1977
In the case of’constructed property, the 10-percent credit I8 !

> E ’.

to apply to- the portion of the basis attributable to construc-.

tion occurrlng after January 21 1975, and before January : 85

& =
o 3

21977 e e : —fz : L
In the casé of aléorporate taxpaygr, a taxpajer'ﬁaf‘eiect
an ll—percent'credit with réSpect to éﬁai;fied investmént for
the period beginﬁinv January 22 ‘1975 éﬁd én&ino December.3l,

-4 2
.....

11_an amount equal +£o one percent of the. qua1111ed gorr :

1976?

1nvestment is contrlbuted to an employee stock ownershlp plan.

The rules governina such employee stock-ownershlp plans

o

“amount of;suchvcontributlons, 25 soon as the contributzcns are

allocated to their accounts. Additionally, dlstrlbutlons of

g g g, -

'suchfcoﬁfribﬁtions“cannOt occur for 7 years (or may occur upon.

'death or dlsabillty)-,f

£ 3 £ o B T e e . e ey 8 7 st o S 25 S s e S e : 5 s




Tae conferenca sub st*tute is the same askthe Senata

t.

'amenc:ent Wnlch dele;ed‘the“

A_

bh resgect to hé;increase in the 50 percentmof tax -

‘11ml ﬁﬂo* for nL:T* tlllty progerty, the ccnference sub«gf‘

stltuze is the sarne a: the Senate amendment‘ R ,
ugﬁh ressect to the treatment of the. 1ncreased credzt 5

"

icr 111ty ra:amaklng purnoses, the conference substltute"

Pa

is the éémé as the Senate aaenément bﬁb for tecnnlcal chanves
Faich would maae new electlons by a publ;c utlllty unnecessary
%5 raﬁable flowthrough iar rauable rate base restoratlon
:treatgnnt already anplled to a utlllty under present law.<'
§1th respect to the lxmlcatlon on quallflad 1nvestmant 1n

used wroperty,ﬁthe~con;exence~substltute provxdebwan 1ncrease R -

to 8120, oao_from 350 000 for tamble years begmnmcr after

Dece¢ﬂer131'“19?4 and before January 1, 1977 ) Thereafter

the SDO,OOO~1 *ltatlon under present law is ta apply.A > 
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ALICUVAICIZ CF INVESTXEINI CREDIT WHERE CONS‘I‘RUCTIO

R ?.:P:.?.‘:"f :IHM TAXD MORE THEANCTWO YEARS

13 ta be available for*qnalified nrogress expanditures made 1na,

the period after—Jannazy*Ql, 1975 and before Janua:y 1 1976 In
ééﬁéral, the—prov131cns v1th,respect to progress payments annly to .
payments nade after January 21 1975, ln taxable years endlng after 7;

5

Decemcer 31, 19Tk L S 'f;f f'1;i@f+,f;"

ez Senate amendmanu.~~”he Senate amendment adopts the House'pvovision

for‘avo 953~pa ents umtho:t.chaaga»
C E Gl sl —

The‘ onferencaf

v e oo
ey T i
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lon 303 of tne house b111 pfov1des “or an

exa :ntlon ard et redu ulQn ln tne corporate rates are efzective
cor tafable years endlpg azcer Doce‘oer 31 197# They are to aanly,
::vsver, o&ly for 1 year and are to cease to apo y for taxable yea*s

,,

:‘ga‘fte"' December 31 975, -

{h

en

Qggggrence substitute.-~The Con¢erenﬂe substltuun is the same

as he,House 9111 and the Senate amendment thh regard to_the

1ncrease 1n the corporate surtaxrexemptlon from 325 600 to $aG 000
for L975 iny. Iniadditien, the canforence subst;tute prov&des a
redaction for 19?3 in the corporate normai tax rate from 22 percent

K

to 29 percent ou the fzrst $2a GGO of net 1ncom° (thh tha 29 per~

cent rate applzc“ble ta.the:sacom
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ELACTIOV TO SUBSTITUTE NET OPARQTING LOSS / 
; CARRYBACK YZARS FOR CARRYFORWARD YE&RS

"Q;House«b11l ~-The Honse'blll does not have thls provzslon.

‘ ?f:{Senate amendment »—The‘Senatﬁ

1taxpayers generally an electlon to convert carryover'periods?;vf»

Tor whlch ey are n*esently ellgible 1nto addztlonal

carryback years for net oPeratlng losses incnrred for fi1 :f:
o uaxable years'19 S and 1975 (Present law prov1des generally N
for a 3~year ‘carryback and a 5~year carryforward for net ”
atm&v losses ;ncurred by busmness taxpayers ) "
In addxﬁxcn, the Senaue amendment prnvidas thai
: ?here a corporation would receive a tax benefit under

this change of more than $10 million, 25 percent of ‘such

- tax beneflt from the~f1rst yeax of the extended 1059?7*ff5“ﬂ6ij’ﬁﬁrﬁfg

'carryback is to be placed 1n an employee stock ownershlp
plan over a 1l0-year perlod. A corporation could also putM -'
up to 50 percent of this amount (of the 25 percent)

1320 a supplemental unemployment benefit nlan '_ 

1f transzerred w1»h1n on

Confereﬂca subst1+ute°~—”he ccnaerence substltnte
" mprim——r—

does not contain this prov1sion.



is 3333“')78 1he~cvedit *s no» a’lowaole for an vne son Who

T L mreemge, Rl L

" has dlsplaced an 1nu1v1dua1 fronm emnloyment nor-for o migraﬁt

such flnanc1al assistance during the 90-day period 1mmed1ately

preceding the~date on which the individual is hzred by
the employer and the AFDC r901p1ent must have been
employed by the taxpayer for a2 period in excess of

30 consecutlve days on a full—tlme b331s before ~the credlt T S

~- e e o ‘—c..

e - = L TS

e s PR O = e

worker. TFor nonbusiness employers, there”is a limit of $1,600

per individual so employed each year,

The provisionm is effective for hirings after the

date"f enactmenu and.fargservvces

T it e od e

dered- to thée employer

e Lonie*ence sunstltute,puTheigonfereﬁce substitute follows
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TIME FOR MAKING CONTRIBUTIONS TO "H.R. 10" PLANS

House bill,~--No provision.

 Senate amendment.--The Senate amendmentfadded’a;prévisioh‘ ;ff'

under ﬁhich, as to 1974 and subsequent years;'a cOht:ibuﬁion '
to a pension, profit-sharing, etc., plan would be treated for

deduction purposes as being made for a given year even though

‘it was not in fact made until after the end of that year, but

" only if the contribution was in fact made by the time for filing

the tax return for that year (including extensions of time for

filing). This amendment would apply only to contributions

for plans of self-employed people (so-called "H.R.AIO" plans)
and only if the employer elects to have this rule apply. '
- Under present law (the 1974 pension act), this rule is

A 4

to apply as to 1976 and subsequent years for existing plans,

Conference substitgge.~~ﬁnder the conference substitute,

the rule of the Senmate amendment is to apply for 1975 and

subsequent years{?bét%ﬂfL f“ 5?7%>.
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REPEAL OF EXCISE TAX ON MOTOR VEHICLES.

House b111.~—N0 provmslon.

Senate amendment.w-The Senate amendment repeals the Ll

present 10~percent manufacturers exclse tax (5 percent on or
after October 1, 1977) on the sale of trucks and buses,
truck trailers and semiQtrailers,~and highway tractors used in

combination with trailers and semi~trailers. The Senate

" amendment also repeals the 8-percent manufacturers excise tax

(5 percent on oxr after October 1, 1977} on the sale of truck
and bus-related parts and accessories. The Senate émendment
also provides for floor stock refunds ana refunds for cértain'.
consuner purchases. V

Conference substluuteo--The confezence substltute does not

‘ 4

incliude the Senate amendment

-2 »_-..':;.Ai'.-w R e

Whlle the Conference Committee is quite aware of the
-
depressed condition existing in the truck manufacturing and
narketing industry, it felt that the repeal of.these excise

taxes should more properly be considered in conjunction with

ccnszders the Federal Hivhway Act and the nghway Trust

Fund of which these taxes are a part.

-_*ne PLbllC Works Commlttees} at a.late& date wnen Co re53?7£u .
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TAX CREDIT FOR QUALIFIED INSULATION AND
SOLAR ENERGY RQUIPMENT EXPENDITURE.

| -
|

House b111 --No provision. fij{fﬁ°”ﬁ"

Senate amendment ~~The Senate amendment prov1des a tax

‘credit for qualified 1nsulat10n expenditures for new and used

residences and commercial buildings of 40 percent of the first

SSOO and 20 percent of any excess expendltures. In addition,

a tax credit is allowed for qualified solar energy'equipmant
4;xpanditures for new and used residences and commercial buildings
of 40 percent on tﬁe first $i,000-of expenditures and 20 percent

of any excess up to $2,000. For new fesidénces, the credit is
available only to the extent the qualified'oriéinal iﬁsdlétion
materials exceed the minimum HUD. standards; thié limitation does:~

not apply to storm windows, storm dqors;aﬁd soiéfiheafihguéhé;"
cooling equipment.

| Under the Senate amendment, unused credits may bg cérr}ed
‘back to any year for which this provision is in effect and

carried over 4 vears. The provision is effectiée during taxable

Y2ATS beginning after December 31, 1974, and ending before

January 1, 1980

Conferance substltu*e.w-The conféreuce mubstltuge déns nét - -

' dmuLxxrﬁhﬁ**

contain thws prov131on. $$~wasmﬁe%ea—by»the He&se conferees #had

Corrnii ans ok baoatFhia J}‘twj)
\“"R}ncentlves For insulation and solar energy equipment expenditures

are being considered in the Ways and Means Committee energy bill.
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TAX EXZYPTION FOR HOMEOWNER'S ASSOCIATIONS ETC.,

House bill. --The Hause b111 does not contaln this prOVlSLOB._

Sena.te am._ndment -»-m» Senate amendment prondes that a o

. homeowner's a35001at10n, etc;, may be examnt from taxatlon

if it is organized and operated exclusively for the operation,
management, preservation, maintenance and repair of (1) the

residential units owned by its members or (2) the common areas

. or facilities owned by the association or its members. The

provision is effective for taxable years bewlnnlng after -

December 31, 1973

Conference;subst;;ute.-—The conference substitute does

‘ | .
not con»amn this provision, ~n—1 GWwLAwbawiLAb&L~ﬁL. Cormai dinsilcen

vf
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e -t PERCENTAGE D”?AETIO\ FOR OLT AND G%S

House Bill. -wThe Ho 15e b111 repeals percentage depletlon

“adgustmenu'axter that date to reflect repeal of denletlon.

Dealetion is also contlnued untll July l 1976 for gas sold 1n

Vebruary 1, 1970, to re;7ect repeal of deoletlon.;;_;Lﬁlg,,if‘ 7

e

For geothermal steam, present law is unaffected so that 1f B

steam is ultlmately'held bj the courts to be a gas entltled ta a :ji"
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Senate amendment.--Under the Senate amendment, the deduction

for percentage depletion is generallyﬂeliminated with respect to

011 and gas produced on or after January 1, 1973 Wluh certaln H_./7;

_;excepulcns‘; These lnclude the exceptlons,prov1ded_undervthe

House blll ; In addltlon,

‘the Senatevamendment retalns‘percent ge

: depletioqﬂon a permanent Das‘ mall 1ndenpndent!producer
“to the extent that his avera e dally producbxon of 011 does not

exceed 2 000 barrels a day, or his averawe dally pnsductxou of

'?natural gas does not exceed 12 000 000 cublc Ieet  ;Where the i 

e 1ndependent producer has both 017 and natural gas productlon, thc.

exemptxon must be allocated between the two types of productzon.f,




S # 50

In determining how much of a taxpayer's total production for

the year will be entitled to t&e 22~percent rate his total

year to arrlve a« an averaga dally flgure, reoardlesA,o;‘

property, his production from that property, for purposes

' of the exemptlon , will ba proport10na1 to hls 1nterest

fee o

,_‘/" . 9-

be treated as hav1ng used 200 barrels of hls exemptlon in- of”‘

' connection, wlth ’th.at property.

productlon Ior tae year 1s averaged over the entlre.taxable;'f

*Where'tao producer'hastakpartlal“lnteresttln mineral - -

For example, anm 1ndlv1dual ownlna ‘a 10.percent 1nterest 1n ;7

property with 2 000 barrels of average dally productlon wlll '

fhas an 1nterest The allocatlon is. made by totallng the

'productlon from all propertles and allocating to each pro— f

b

perty the same proportlon of the small production exemptlon

as thau properhy S to;a1 nroduCuloq bears to the taxpayer s

which are members of the same controlled group of corpora—

ax - .
tions\q?/flned in sec 1503(a), but wzth a 50 percent common

SRR Xty .—“"’“"

- N B -l

control test); among corporatlon trusts -and estates 1f 50

N Tww

-feet) exemption is to- he allocated (a) among'the corporatlons R




percent of the beneficial interest is owned by the same or

related persons; and {(c) among the taxpayer and his spouse

‘and mlnor ch 11dren.‘,

property transfered after Decemoer 31 1974 1f the princ1~ o

pal value of the propnrty has been demonstrated before the

transfer, except 1n the case of a transfer by reason of

death or a transfer pursuant to a sectlon 351 transaction.

Rl E

Also, the small produc:uﬁi exemptlon lS only to be

,avallable in the case of the 1ndependent oil or gas producer

The exemptzon ls not avallable to any producer ownxng or

controlllng a. reta11 outlet for the sale of 011 or naturalv,q

gas or petroleum products,“or for a producer who reflnes

] 01’37 am

‘than;SOYOOG barrels-of oxl.ox,any one day of;;hg;;ax;~

R able year*M"

The deductlon resultlng from the small producer exemp-'”

tlon may not exceed 50 percent of the taxpayer s net’ 1ncome

-

from all sources (ccmputed without revard to depletlon allcwuk-

>§d under ;he_small loss -

produuer exemption, net 0] eraﬁlng

'Vmay be carried forward on an unllmlted baszs and used in a

succeeding year (subgect to the 50 Percent limitation appllcék

able to that year).~¥”FQ**5g'?T€' SREIS
TILTORA TTUVHSTILL I T LT LR T W EATRATA L Ta :
In addltzon,*the deduction.resultingﬁfrom the small progw h 4\\
m ce . ) A .‘A"‘;\ 4% r? - ‘;;:‘* F s -] .
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w‘\"nj A ~f%~3:__,
ducer éxemption is to be available,.under the Senate amend~-
nent, only to the extent of the taxpayer s quallfled plow=- e

back 1nvestment for the year (as We11 as any quallfled plowW::

ihterest

-

,? Conference suostltute.~~The conference subatitute follows the f;v;r

N Senate amendment in provzdlnv a small producer exemptxon from ;ﬁ;f'

‘ the repeal of percentave depletlon for 011 and ¢35.  Inltlally
- ‘the exemmtion ("depleuable oil quantlty") is 2, 000 barrelsv“
oP average daily prcauculon (or 12 ,000 000 cunlc Leat o;

-l ratural«"as) Pcmevet, taa e emnt*on 1s to be pnased doun;, f:;;ﬁ;

A,,-

g”aduallj, buu not elaninsted, sc as to mlnlmlze tne 1mpact "ﬂ;~
. reduction - IR ,-%*";ﬁ.
of the c:r::i on small 1ndapendent pvoducers.4;ggf yiﬁ g1ffﬁkgfiLA'

"}?O Unde&wthe~subst1tute, trm.

Lf_200 barrels a. year for 5 years ?f%ﬁ;1976 uhrough 1}80

R whon tha permanenu exempulon of =2 barrels per »ay wll? “;'ﬁ;‘ﬂg
- be reacned. The denletion raue for oil gna gas covered u&dar the"

o
%‘ ) R 7 - ‘ '
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uvder the subst ﬁé;*n taxoaver w11l be Uermitted

Hr

to take pe*ceu»a*a dapletlon at a 22 percent rate, on 371 . LJ&%{,JE&
' /714

‘product4on ”csultinf-f om sscon dary or tert*ary recovory meunodi(/

o (ouu'not in excess of LQOO borrels per day)-

SE The deduction resultlnr from tne small producer exemntlon.;}fg

may not exceed 63 percent of the taxpayer s net 1ncome from'm
2ll sourCﬂs (connuted wzthont re*ard to denletlon allowed

Lnder tnp small producer'exemotlon net operatlns 1033'

e
)

'ca“”3ba s and ¢ ppita"lcs~'carrv(acks)
. - : - . e

.

Also, under the substltute, there 1s to'be ‘no plowbac&'f;i;:iiﬁg

requlrement in connectlan with percentage depletlon under

the small Droducer exemptlon

n
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LIMITATION ON FOREIGN TAX CREDIT FOR TAXES PAID
IN CONNECTION WITH FOREIGN OIL AND GAS INCOME

nggggwgii} ~-No prov131on. ,,}gJH¥153“;j:i;ﬂ4;~  '¥ “@}

“ailows»any taxes on that ‘income as a2 deductlon. Theiamendw'fﬂl
ment also provides that foreign oil-related income is to be
taxed at a 24-percent rate.»

Conference sabstltute.--The conference substltute

:Lmodifzes the Senate amendment and applies a strict lxmxtaQ‘
tion on the use of forelgn tax credits from forelgn oil

‘ extraction 1ncome*and forexvn 011~related income. ‘The sub—
stitute limits the amount of payments 1n'the form of;foreign :
taxes on féreign dii‘eitraction'inCOmerﬁhich willvbe tiéated‘x
as credltable taxes to 52 8 percent of taxable 1ncome from R

S forelgn 0il extraction io taxable years endlng 1n 1975

e e+ + 15 -t ~

| 50 4 percent of such taxable income in 1976 and 50 percent
of such taxable income in subsequent taxable years. An}‘
taxes paid in excess of that amount are to be dxsregarded o

and not allowed as a deductlon.AkAny excess credits thhln

Also, anﬁﬁpéyﬁéhté“tO'a foféiénﬁéaﬁﬁéfy in conné&tion

with the purchase and sale of oil or gas extracted in that
country are not to be considered as a tax if the taxpayer

has no economlc 1nterest in- the ‘oil-or 'gas to which

Fowsom s T T e R RS I R ]
P -l L S s"...-‘é-r&.




section 611 (a) of the code applies and either such purchase'

or such sale is made at a prlce other ‘than the falr market

the 011 or gas is subgact upon purchase.; ThlS prov151on, of

course, is pnot to apply to fees or other types of income

e o B

of oil or gas for another person. Any payments not allowed

- as taxes under this provzslon are to be allowed as deduct:ons -

In.addztxon the conferees agreed that beOLnnlng 1n S IET

1976 the per country llmltatlon on credltaolu forelgn taxes ffr |

1s not to apply to forelgn oxl—related 1ncome,; Instead the  V
amount of credltable taxes w1th raspect to such income is to

be calculated nnder the overall 11m1tat10n The conferees

-.‘.*—‘.._ "-,m-—-— ety i Wi T ——

recapt red aga*nst futh”e Lo*elv3'011~reiatﬁﬁ 1ncome b? :

B belleve that tnls chanve should be con51dered 51gniflcant 1n ff;f

gudczng requests to revoke consol;dated return electxons.t
The conferees also agreed that beginnzng in 19?5 any

losses w1th respect to forelan 011-related lncome should bej f{‘ff

The conference substitute is to apply to taxable years

ending after date of emactment. ~ . 7 . T T TR
- — C e eI lIaREY 2T TR ..’:-.;,,_.,‘4 S NEL o N . “:‘.. - e e e e . - .
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 TAXATION OF EZARNINGS AND PROFITS OF CONTROLLED
“FOREIGN CORPORATIONS AND THEIR SHAREHOLDERS .- -

House szl —~\o prOVL31on, L

;,Senate amendment —-The Senate ameﬁdﬁent prov1des thatvj~

x

U.Ss. persons holding a one-percent or greater 1nterest in

“-.forelgn corporatlees are to be taxed currently onvthexr pro- kf  '1

“"7f&port10nate—share of the : 1ncome from those corporatlans in -
+* cases where more than 50 percent of the stock of the corporations
?:118 controlled by U. S persons.

BT T Conference subst1tu+p »uThe conference substltute prov1des

j~::~‘~*"f<):1~ a‘number~of~spec1f;¢ measures which substantlally expand
the exteﬁt'to which foreign subsidiaries of u.s. corporetions o
are subgect to current U.S. taxatlon on tax haven types of
income undex the so-called subpart F rulés of the Code.
The conferees expressed thelr bellef the; the forelvn tax‘f.
prov151ons of present law relablng to the deferral of forelgn Me

income should be further reviewed at the earliest possible

date. The conferees indicated that thls rev1ew should

r; nvlude~ m’examfhetzon of uhe{Ldequacy of ex13t1qa; $0V13;on3”

deallng~w1th ﬁe dlsclosure and reportlng of 1ncomv '

"*“related deductlons} of forelan sub51dlar1es ofVU S. corporatio
The conference substitute repeals the minimum distribution
'exceptien to the subpart F rules which; under present 1aw,

permits a deferral of U.S. taxation on tax haven types of
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A

income in cases where the foreign corporation (or various

combinations of Iorelwn-related corporatlons) dlstrlbute

~income of forezgn snbsidlarzes of U;S. corporations Wthh..

is deemed to be tax haven income under the existing so-called

,;fuf;; subpart F rules of thevCoda.! An exceptlon to this provismon

.....

P I - -} _Brod'ucea’ ‘" cams ﬂ!ﬁnﬂ»/f.’ mR)’r‘T{)J’% awuf g’&u :
- was made»for agrzcultural commodities.notx?n&z-enaus to the '

‘Unlted States. Under the exception, these commodztles grown ‘;

(or raised) abroad are to be excluded from fcreicn base

company sales income, o o LR ff!J:::: /
The bonference agreement also repeals the exception from

~the subpart ¥ rules which presently‘perﬁits a'deferralxef
taxation in cases in Whlch the tax” haven income is relnvestedi‘fxg““‘~
. in 1ess~develqped countries. K ‘f . ;“%’ v:'v ‘jnf}

;
E

In éddition, the confe:ence agreement repeals the rule .

- of present law which permits a deferral of U.S. tax for

contlnued to the extent thét the profits of thesa corpora-

R

tions are reinvested in shipping operations. 7;




“Finall?, the éonferees'agreedrté*mddify fﬁé‘présent“**V"
the
~,rule 1n/éubpart F provxslons Wthh permlts,corporatlons

formmof tax haven incone to avgﬁd théicurrent taxat:onﬁﬁ'
prov:sions of subpart F. The conference substltute provides
that such tax haven income w:ll be taxed currently under‘:"'f‘ |
i}> '%Lhe subpart F rules in any case where 1t equals or exceeds
- 10 percent of gross 1ncome.\;

- o » ;, | |
These provzszons are to apply to taxable years '

becinnmng after December 31, 1974*"
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7section 4(b) of the Export Administration Act of 1969 The -

et < 13 2 1 e v Wt g
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ELIMINATION OF DOMESTIC INTERNATIONAL SALES CORPORATION
TREATMENT FOR CERTAIN NATURAL RESOURCES AND ENERGY PRODUCTS

House bill.,--No provision. .

Senate amendment.—-The Senate amendment denies the benefits

) provided for domestic internatidnal sales corporatibns (DIsC's)

for the export of natural resources and energy products

't

(1 e., products for which an allowance for cost depletion is

prOV1ded) and for products subgect to export control under

" provision applles to sales made after March 18, 1975.}w:*; .

Conference substitute.~~The conference substitute follows

the Senate amendment




INVESTMENT TAX CREDIT ON FOREIGN DRILLING RIGS

House bill.~--No provision.

Senate'amendment.—~TheVSenate amendment denies the'ipvest;
‘ment tax credit fof foreign situs drilling rigs used outside“
of the nbrthern half Qf the Western Hemisphere. " The prévision
applies té prope?ty placed in éervice after Maréhul3;'1975,”
'ﬁhless such property is covered by a binding contractﬁwhich

~was in effect on Apr11 1, 1974,

Conference substitute.-~The conference substltute follows

the Senate amendment.

& a2 F {* .
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. EXTENSION OF UNEMPLOYMENT COMPENSATION ACT
OF 1974 R

'ﬁouse bill,.--No provision,

Senate amendment.--The Senate amendmenf extends ‘the

benefits of the Emergency Unemployment Compensatlon Act of

1974 for an add;tzonal 13 weeks to those who have exhausted '

!‘52 weeks of benefits. This is available only for the.

period ending June 30, 1975,
Secretary of Labor shall at the earliest practicable date
after the enactment, propose to each State with which he -

has in effect}en agreement under section 102 of the 1974 -

Act a modification of such agreement designed to cause

. payments4of emergency compensation as provided in fhe_

” -
o g
e

Senate amendment

Conference substitute.-—The conference substitute

follows the Senate amendment.-'

v .

The provision states that the'
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SPECIAL‘PAYHENTS TO PEOPLE RECEIVING BENEFITS UNDER
SCCIAL SECURITY RAILROAD RETIREMENT, OR SUPPLEMENTAL
SECURITY INCOME PROGRAMS .

[

House bill,.--No provision.

Senate amendment .,--The Senate améndment‘added a pro#isioﬁr

to the bill, under which a one~time special payment of $100 is
to be made by the Secretafy of the Treasury to‘each individual

who, for March, 1975, was entitled to monthly insurance

benefits under title II of the Social Security Act, to monthly

" pension or ahnuityibenefits under the Raiiroad Retirement

A
LA

TR

Acfs,°or»to supplemental security income benefits. An indivi- .

dual could receive only one such $100 special payment, e&én

though he was entitled, for March 1975, to beneflts under '

2 or more of the above—mentioned programs.
The Secretary of Health Education, and Welfare and the

Railroad ‘Retirement Board are to prov1de the Treasury wzth

such data and informatlon as may Be necessary to datermlnevwiJ

who is entltled to these snecial payments.

O

Recelpt of the spe01al payment by an indiv1dual is nbt to f

affect his ellglbllluy for, or the amount of, the aid or. 

assistance which he 6r his family would otherwise be entitled

to receive under a welfare-type program, Federal financial

participation in any State (or local) welfare-~-type program -
4 . .

is to cease if that provram violates the “disregard” fequire-

ment descrlbed in the preceding sentence.‘ o
gemllss
Conference subst1tute.~—The conference substxtute follows

[ e AT RO \-3»».

the Senate amendment, except that the amountwpf the spe01al

é{f”

payment is to be

g e
v
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1

é&“—ﬂ%e conference substituté réstricts it to'residgnfs
of the United States who have appiied for benefits |
undexr one of the three'programs prior to'April 1, 1975;f
and who actually receive a benefit for thé month of March
1975 which is paid by August 31, 1875. The conferemce

agreement includes the requirement that these payments

be disregarded in determining eiigibility under other
programs and clarifies their non-taxable ngturé_for -
income’ta; pﬁrposes.‘?&he conferees empﬁaéizé*[tﬁat' .
these péyments are not social securitf'benéfits in anf,l,

sense but are intended to provide to the aged; blind,.and

disabled a paymant‘comparable in nature to the taxgiebates R

vhich the bill provides to those who are working. These -
payments, therefore, should be clearly identifiable as
Treasury Department payments aqﬁ not be included in or

Tl emeaTl e T i e

wconfused with soczal security benefit checks.
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°efj{j'DYEING OF CERTAIV HEATING OIL B
House bill.--No provis;on.

Senate amendment.—-The Senate amendment requires that

certain heating fuel oil b° colored with an oil soluble dye,.

so that such nontaxed fuel 011 may be distingulshable from vf

taxable diesel fuel 011 for highway use. The Adm;nlstrator
. of the Federal Energy Administration is to.determine the
appropriate soluble dye and the point of the peiroleum dis-

- ~

- i

tribution system fo add the dye; and he may enfer the premiees

7(during'business hours)'to inspect for violations. Violators

are to be subject to a fine of not more- than $25 000 or im~ ,';'

pr;sonment of not more than 5 years, or both |
The provis1on is to be effective on the date of enact-

- ment. L : e - TS w |

- Conference substitute.—-The conferencexsubstitute>doee

not contain this prOViSIOn. ltgzu;;uﬂuthJKuﬁnuuh—by e.
dudorard, Fhiv Ao ‘fﬁ

fa 2 3

' ,Bsu.sa-conierees '&ﬁthe subject would be reviewed during: the

Ways and Means Committee consideration of the energy bill
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