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REVENUE AND EXPENDITURE CONTROL ACT OF 1968

JUNE 10, 1968.-Ordered to be printed

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

CONFERENCE REPORT
[To accompany H.R. 15414)

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (H.R. 15414) to
continue the existing excise tax rates on communication services and
on automobiles, and to apply more generally the provisions relating
to payments of estimated tax by corporations, 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 amendment

of the Senate to the text of the bill and agree to the same with an
amendment as follows:
In lieu of the matter proposed to be inserted by the Senate amend-

ment insert the following:
SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.--This Act may be cited as the "Revenue and
Expenditure Control Act of 1968".

(b) TABLE OF CONTENTS.-
TITLE I-INTERNAL REVENUE CODE AMENDMENTS

Sec. 101. Amendment of existing law.
Sec. 102. Imposition of tax surcharge.
Sec. 103. Payment of estimated tax by corporations.
Sec. 104. Special rules for application of sections 102 and 103.
Sec. 106. Continuation of excise taxes on communication services and on automobiles.
Sec. 106. Timely mailing of deposits.
Sec. 107. Industrial development bonds.
Sec. 108. Advertising in a political convention program.
Sec. 109. Tax-exempt status of certain hospital service organizations.
Sec. 110. Submission of proposals for tax reform.

TITLE II-EXPENDITURE AND RELATED CONTROLS
Sec. 201. Limitation on the number of civilian officers and employees in the executive

branch.
Sec. 202. Reduction of $6 billion in expenditures during fiscal year 1969.
Sec. 03. Reduction of $10 billion in new obligation I authority.
Sec. £04. Specific recommendations for $8 billion rescission in old obligational

authority.Sec. 206. Application of certain formulas.
85-006 0-68----1
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TITLE II-SOCIAL SECURITY ACT AMENDMENTS
Sec. 801. Limitation on number of children with respect to whom Federal paymener

may be made under program of aid to families with dependent children.Sec. 0S2. Aid to families with dependent children in case of unemployed fathers re.
ceiling unemployment compensation.

Sec. 308. Federal payments under medical assistance program for certain serpiae
includible under supplementary medical insurance program.

TITLE I-INTERNAL REVENUE CODE
.AMENDMENTS

SEC. 101. AMENDMENT OF EXISTING LAW.
Except as otherwise expressly provided, whenever in this title an

amendmen or repeal is expressed in terms of an amendment to, or repealof, a section or other provision, the reference shall be considered to b(
made to a section or othersprovision of the Internal Revenue Code of 1954.
SEC. 102. IMPOSITION OF TAX SURCHARGE.

(a) IMPOSITION OF TAX.-Subchapter A of chapter 1 (relating to
determination of tax liability) is amended by inserting at the end thereofthe following new part:

"PART V-TAX SURCHARGE
"Sec. 51. Tax surcharge.

"SEC. 51. TAX SURCHARGE.
"(a) IMPOSITION OF TAX.--

"(I) CALENDAR YEARS.--
"(A) INDIVIDUALS (OTHER THAN ESTATES AND TRUSTS).-

In addition to the other taxes imposed by this chapter, there is
hereby imposed on the income of every individual (other than
an estate or trust) whose taxable year is the calendar year a tai
as follows:

CALENDAR YEAR 1968

TABLE 1.-Single person (other than head of household) and married person filin;
separate return

If the adjusted tax fi: If the adjusted tax is: If the adjusted tax is:
The tax The tax -

t lu u
At least But less is- At least But lea is- At least But less 4-

than than than

0 $148 0 rS76 $f8s $2o $657 $640 t$
$148 165 1 S8S 288 21 640 663
165 162 2 288 298 tt 663 667
162 168 3 298 313 23 667 680 g
168 176 4 S313 S7 24 680 693 44
175 182 6 327 s40 25 695 607 4
182 188 6 340 363 f6 607 620 g4
188 195 7 563 367 t7 6O0 6S33
195 S20 8 367 $80 28 63SS 647 48
SOS s08 9 380 393 t9 647 660 45
08 216 10 393 407 30 660 67S 50

216 2 11407I 4O0 31 673 687 61
s22 228 It 420 4S3 3s 687 700 5t
S8 236 13 4S 447 3S 700 713 53
S256 42 14 447 460 S4 713 77
42 248 15 460 4753 3 7 73455S48 266 16 473 487 36 734 and over, 7.6% of the adJfwU
266 S61 17 487 600 37 tax
S262 68 18 600 615 38
268 765 19 613 627 39

9.869604064

Table: Table 1.--Single person (other than head of household) and married person filing separate return
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TABszs .-Head of household

Ifte adjusted lax is:
The tax

At leat But less i-
than

0 tf2 o0

217 tO3 6
160 t67 6
267 *63 8
£53 tn 7
fn0 77 8
rt? t83 9

tf90 10
90 t297 II
t97 305 1t
90 $10 IS
310 317 14
317 38 16
3$ M30 16
30S $37 17
37 343 18
343 350 19

Ifthe adjusted tax k'
The tax

At least But less i-
than

S360 S7 s0W
367 S3 tSl
$63 S70 tt
$70 S77 *3
377 3834
38 390 S
380
597
403
410
417
4*3
430
457
447
460
473
487
600
613

897
403
410
417

4S7
447
460
473
487
600
613
6t7

t6M
27
t8
t9
30
31
3S

35
36
57
38
39

Ifthe adjfutd tu is:
The tax

-At least But less Is-
than

t5S7 S , 40
640 6S 41
6S 667 41
667 680 4
6t0 693 44
653 607 46
607 6B0 46
680 63m 47
6S 647 48
647 660 49
680 673 60
673 687 61
687 700 C6
700 713 6.

*71 727 64
7*7 734 65

734 and ocer, 7.6% of the adjusted
tax

TABLE S.-Married persons or surviving spouse filing joint return

Ifthe adjusted tax is:
The tax

Atleatt But less Is-
than

0 t*9S o
t3 300 $1
300 307 8
307 313 3
313 300
310 387
317 33 6
333 340 7
340 347 8
347 363 9
35 360 10
360 367 11
367 373 I1
373 380 13
380 387 14
387 393 15
SS 400 16
400 407 17
407 413 18
413 4to 19

Ifthe adjusted tax fs:
The tax

At least But less is-
than

440

460
467
473
480
487

607
613
620
6t7
633
640
647

t427

447
46S
460
467
473
480
487
493S
600
607
613
620
6t7
633S
640
547
663

$90
1
2o

M
ft

S6
S7
28
19
30
31
3t
33
34
5

36
37
58
39

Ifthe adjusted tax is:
The tax

At least But less t-
than

66 $660 $40
680 667 4
667 673
673 680
680 693
698 607
607 0 46
63 647 48
67 660 49
660 67S 60
673 687 61
687 700 6*
700 713 63
713 717 64
7s7 7S4 66

734 and over, 7.6% of the adjusted
tax

CALENDAR YEAR 1969

TABLE 1.-Single person (other than head of household) and married person filing
separate return

Ifthe adjusted tax is:
The tax

At least But less is-
than

0
$160
170
180--
190
*00

ff0
I30NOt60
60

$160
160
170
180
190
tOO
S10
tWO*0

30S60
S70

0
$1
3
4
56
0
7
8
9
10
11
IS

I/the adjusted tax is:
The tax

At least But less 1s-
than

$o70
S80
190
310
33M
360
370
390
410
4S0
460
470
49O

St80
t90
310
SO330
360
370
390
410
430
460
470
610

14
is
16
17
18
19
20
V1

S3
S4
S5

Ifthe adjusted tax is:
The tax

At least But less is-
than

$f610 60 $26
30 660 S7
660 670 t8
670 690 89
690 610 30
610 6S0 31
650 660 St
660 670 33
670 690 S4
690 710
710 730 36

730 and over, 6% of the adjusted tax

._ _

. - - -

I-

--- --

-- ---

9.869604064

Table: Table 2.--Head of household


Table: Table 3.--Married persons or surviving spouse filing joint return


Table: Table 1.--Single person (other than head of household) and married person filing separate return
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TABLX B.-Head of household

If the adjusted tax t:

At kast But leI
than

0

15

16
305
315
366
376

286

S0S
S16

SU5

tM5
$16

336

t5

165

S06
318
3S1
335
345

The ta
fl-

0

6
7
8
9
10
11
Is

Ifthe adjusted tax is:
At leat But ltc

than

$345
356

S76375
886
395
405
415
46
470
490

$36
$65
376
385
396
405
416
4*S

470
610

The tax
1f-

$I$

16
17
18
19
10
f1

13

If the adjusted tax is:
At lead But leet -.

than

$510 s
650 660 f7
660 670 t8
670 690 19
690 610 30
610 63O 81
630 660 St
660 670 3
670 690 S
690 710 8
710 730 3

7S0 and ocer, 6% of the adjusted tu

TABLE S.-Married persons or surviving spouse filing joint return

If the adjusted tax is:
At leat But eks

than

0
195
306
316

566

576386
$85
405
406

W06
316

335S36
346
366

S76
856

395
406
416

The tax
fi-

0
$1

3
4
6
6
7
8
9
10
11
It

If the adjusted tax is:
At least But less

than

$415
4t6
435
445
466

46

616
68t
65

Xt6$46435
445
465
466
475
486
496
606
615
165
635
546

The tax
Is--

$15
14
15
16
17
18
19
10
1tl
tt

24
15

I/the adjusted tax is:
The ta

At least Butls i6-
than

$646 666555
665 666 t
665 676 18
676 690 19
690 610 30
610 6O0 l3
630 660 31
660 670 33
670 690 34
690 710 36
710 7S3 36

730 and over, 6% of the adjusted t4

"(B) OTHER PERSONS.-In addition to .the other tazes
imposed by this chapter, there is hereby imposed on the income
of every corporation, and on the income of every estate and
trust, whose taxable year is the calendar year, a tax equal to
the percent of the adjusted tax (as defined in subsection (b))
for the taxable year specified in the following table:

Percent
Calendar year

Estates and trusts Corporationt

1968----.-----... . ..............--.....--...------7.6 10.0
1969.. ....................... ............. . ........60 5.0

"(2) FISCAL AND SHORT TAXABLE YEARS.-
"(A) IN GENERAL.-In addition to the other taxes imposed by

this chapter and except as provided in subparagraph (B),
in the case of taxable years ending on or after the effective dte
of the surcharge and beginning before July 1, 1969, there is
hereby imposed on the income of every person whose taxable
year zs other than the calendar year, a tax equal to-

"(i) 10 percent of the adjusted taxfor the taxable year,
multiplied by

_I.

_ . __

9.869604064

Table: Table 2.--Head of household


Table: Table 3.--Married persons or surviving spouse filing joint return


Table: [No Caption]
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"(ii) a fraction, the numerator of which is the number
of days in the taxable year occurring on and after the
effective date of the surcharge and before July 1, 1969,
and the denominator of which is the number of days in
the entire taxable year.

"(B) LIMITATION.-In the case of--
"(i) a husband and wife (or surviving spouse) who file a

joint return under section 6013 and whose adjusted tax for
the taxable year is less than $580,

"(ii) an individual who is a head of a household to
whom section 1 (b) applies and whose adjusted tax for the
taxable year is less than $440, and

"(iii) any other individual (other than an estate or
trust) whose adjusted tax for the taxable year is less than
$290,

the tax imposed by subparagraph (A) shall not be greater
than an amount equal to twice the tax which. would be imposed
by subparagraph (A) if the tax were imposed on the amount
by which the adjusted tax exceeds $290, $220, or $145, re-
spectively.

"(C) E'iFECTIVE DATE DEFINED.--For purposes of subpara-
graph (A), the term 'effective date of the surcharge' means-

"(i) January 1, 1968, in the case of a corporation, and
"(ii) April 1, 1968, in the case of any other taxpayer.

"(b) ADJUSTED TAX DEFINED.-For purposes of this section, the term
'adjusted tax' means, with respect to any taxable year, the tax imposed by
this chapter for such taxable year, determined without regard to-

"(1) the taxes imposed by this section, section 871(a), and section
881; and

"(2) any increases in tax under section 47(a) (relating to certain
dispositions, etc., of section 88 property) or section 614(c)(4)(C)
(relating to increase in tax for deductions under section 615(a) prior
to aggregation),

and reduced by an amount equal to the amount of any credit which woudd
be allowable under section 37 (relating to retirement income) if no tax
were imposed by this section for such taxable year.

"(c) ESTIMATED TAx.-For purposes of applying the provisions of
this title with respect to declarations, amended declarations, and payments
of estimated tax the time prescribed for filing or payment of which is
on or after-

"(1) in the case of an individual, September 16, 1968, or
"(2) in the case of a corporation, June 15. 1968,

sections 6654(d) () and 6655(d)(1) shall not apply with respect to any
taxable year for which a tax is imposed by this section.

"(d) WESTERN HEMISPHERE TRADE CORPORATIONS AND DIVIDENDS
oNv CERTAIN PREFERRED STOCK.-In computing, for a taxable year
of a corporation, the fraction described in-

"(1) section 244(a)(2), relating to deduction with respect to
dividends received on the preferred stock of a public utility,

"(2) section 247(a) (2), relating to deduction with respect to certain
dividends paid by a public utility, -or

"(3) section 922(2), relating to special deduction for Western
Hemisphere trade corporations,the denominator shall, under regulations prescribed by the Secretary or

his delegate, be increased to reflect the rate at which tax is imposed under
susbection (a) for such taxable year.
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"(e) SHAREHOLDERS OF REGULATED INVESTMENT COMPANIES.-In
computing the amount of tax deemed 'paid under section 862(b) () (D)(ii)
and the adjustment to basis described in section 852(b)(3)(D)(iii), the
percentages setforth therein shall be adjusted under regulations prescribed
by the Secretary or his delegate to reflect the rate at which tax is imposed
under subsection (a).

"(f) SPECIAL RULE.-For purposes of this title, to the extent the taz
imposed by this section is attributable (under regulations prescribed by
the Secretary or his delegate) to a tax imposed by another section of thi
chapter, such tax shall be deemed to be imposed by such other section."

(b) TECHNICAL AMENDMENT.-Section 963(b) (relating to receipt of
minimum distributions by domestic corporations) is amended-

(1) by striking out the heading of paragraph (1) and inserting
in lieu thereof the following:

"(1) TAXABLE YEARS BEGINNING IN 1963 AND TAXABLE YEARS
ENTIRELY WITHIN THE SURCHARGE PERIOD.-", and

(2) by striking out the heading of paragraph (3) and inserting in
lieu thereof the following:

"(3) TAXABLE YEARS BEGINNING AFTER 1964 (EXCEPT TAXA-
BLE YEARS WHICH INCLUDE ANY PART OF THE SURCHARGE
PERIOD).-", and

(6) by adding after the table in paragraph (8) the following:
"In the case of a taxable year beginning before the surcharge period and
ending within the surcharge period, or beginning within the surcharge
period and ending after the surcharge period, the required minimum
distribution shall be an amount equal to the sum of-

"(A) that portion of the minimum distribution which would be
required if the provisions of paragraph (I) were applicable to the
taxable year, which the number of days in such taxable year which
are within the surcharge period bears to the total number of days in
such taxable year, plus

"(B) that portion of the minimum distribution which would be
required if the provions of paragraph (3) were applicable to such
taxable year, which the number of days in such taxable year which
are not within the surcharge period bears to the total number of days
in such taxable year.

As used in this subsection, the term 'surcharge period' means the period
beginning January 1, 1968, and ending June 30, 1969."

(c) WITHHOLDING ON WAGES.-
(1) PERCENTAGE METHOD OF WITHHOLDING.-Subsection (a)

of section 3402 (relating to requirement of withholding) is amended-
(A) by inserting before table 1 therein the following:

"(1) In the case of wages paid on or before the 15th day after the
date of the enactment of the Revenue and Expenditure Control Act
of 1968 or after June 30, 1969:"; and

(B) by adding at the end thereof the following:
"(2) In the case of wages paid after the 16th day after the date of

the enactment of the Revenue and Expenditure Control Act of 1968
and before July 1, 1969:

"Table 1-If the payroll period with respect to an employee is WEEKLY

"(a) Single Person-Including Head of Household;
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If the amount of wages is:
Not over $4----------------------
Over $4 but not over $13----------8-
Over $13 but not over $23-.----------
Over $23 but not over $85.....6---__
Over $86 but not over $169....,------
Over $169 but not over $212....-
Over $212....----------------------
."(b) Married Person:

If the amount of wages is:
Not over $4 ----------------------
Over $4 but not over $3.S------------
Over $3 but not over $58....68-----
Over 568 but not over $169 .---------

Over $169 but not over $840-.. _
Over $840 but not over $423.....
Over $423---------------- ---

The amount of income tax to be withheld
shall beF

0.
14% of excess over $4.
$1.26 plus 15% of excess over $18.
$2.76 plus 19% of excess over $23.
$14.54 plus 25% of excess over $86.
$33.02 plus 28% of excess over $169.
$46.06 plus 33% of excess over $212.

The amount of income tax to be withheld
shall be:

0.
14% of excess over $4.
$2.66 plus 15% of excess over $23.
$7.91 plus 19% of excess over-$68.
$29.00 plus 22% of excess over $169.
$66.62 plus 28% of excess over $340.
$89.86 plus 33% of excess over $4S3.

"Table 2-If the payroll period with respect to an employee is BIWEEKLY

"(a) Single Person-Including Head of Household:

If the amount of wages is:
Not over $8
Over $8 but not over $27...----------
Over $27 but not over $46------------
Over $46 but not over $169 ---------

Over $169 but not over $338.....
Over $338 but not over $423.---
Over $423...------------_--------
"(b) Married Person:

If the amount of wages is:
Not over $8 ......................

Over $8 but not over $46-............
Over $46 but not over $115.---.----
Over $116 but not over $338..........
Over $338 but not over $681------
Over $681 but not over $846.......:--
Over $846................

The amount of income tax to be withheld
shall be:

0.
14% of excess over $8.
$2.66 plus 16% of excess over $27.
$6.51 plus 19% of excess over $46.
$28.88 plus 22% of excess over $169.
$66.06 plus 28% of excess over $338.
$89.86 plus 33% of excess over $423.

The amount of income tax to be withheld
shall be:

0.
14% of excess over $8.
$5.32 plus 15% of excess over $46.
$15.67 plus 19% of excess over $116.
$58.04 plus 22% of excess over $338.
$133.60 plus 28% of excess over $681.
$179.70 plus 33% of excess over $846.

"Table S-If the payroll period with respect to an employee is SEMIMONTHLY
"(a) Single Person-Including Head of Household:

If the amount of wages is:
Not over $8-------- ------------__
Over $8-but not over $29............
Over $29 but not over $50------------
Over $60 but not over $183...........
Over $183 but not over $367.........
Over $367 but not over $468 ---------

Over $4568...............
"(b) Married Person:

If the amount of wages is:
Not over $8 --------------------

Over $8 but not over $60--..........
Over $60 but not over $126...........
Over $126 but not over $367 ---------
Over $367 but not over $738..........
Over $738 but-not over $917..........Over $917.........

The amount of income tax to be withheld
shall be:

0.
14% of excess over $8.
$2.94 plus 16% of excess over $29.
$6.09 plus 19% of excess over $50.
$31.36 plus 22% of excess over $183.
$71.84 plus 28% of excess ove:' $367.
$97.32 plus 33% of excess over $458.

The amount of income tax to be withheld
shall be:

0.
14% of excess over $8.
$6.88 plus 15% of excess over $60.
$17.13 plus 19% of excess over $156.
$63.11 plus 22% of excess over $367.
$144.73 plus 28% of excess over $738.
$194.86 plus 33% of excess over $917.

9.869604064

Table: [No Caption]


Table: [No Caption]


Table: "Table 2--If the payroll period with respect to an employee is BIWEEKLY


Table: "Table 3--If the payroll period with respect to an employee is SEMIMONTHLY
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"Table 4-If the payroll period with respect to an employee is MONTHLY
"(a) Single Person-Including Head of Household:

If the amount of wages is:
Not over $17 ---------------------

Over $17 but not over $58 -----------

Over $58 but not over $100. -----

Over $100 but not over $367 ------

Over $867 but not over $733S -------

Over $753 but not over $917 -------
Over $917.----------------------
"(b) Married Person:

If the amount of wages is:
Not over $17----------------------
Over $17 but not over $100,..- ------
Over $100 but not over $260..------
Over $260 but not over $7335 --------

Over $753 but not over $14756-------
Over $1476 but not over $1833 -------

Over $1833.------------------

The amount of income tax to be witMl
shall be:

0.
14% of excess over $17.
$5.74 plus 15% of excess over $58,
$12.04 plus 19% of excess over $100.
$62.77 plus 22% of excess over $367.
$143.29 plus 28% of excess over $7S3.
$194.81 plus 3S% of excess over $917.

The amount of income tax to be withheld
shall be:

0.
14% of excess over $17.
$11.62 plus 16% of excess over $100.
$34.12 plus 19% of excess over $250.
$126.89 plus 22% of excess over $783,
$289.13 plus 28% of excess over $1476.
$389.37 plus 33% of excess over $1883.

"Table 5.-If the payroll period with respect to an employee is QUARTERLY
"(a) Single Person-Including Head of Household:

If the amount of wages is:
Not over $60----- ------

Over $50 but not over $1765,.--------
Over $176 but not over $300 --------

Over $300 but not over $1100 -----

Over $1100 but not over $2200----
Over $2200 but not over $27560.--
Over $75760-------------------

"(b) Married Person:
If the amount of wages is:

Not over $560 ------------.---
Over $60 but not over $300-------
Over $300 but not over $760 -------

Over $760 but not over $2200 --

Over $2200 but not over $4425-6-----
Over $4426 but not over $556600-----
Over $556600-..--------- ---------

The amount of income tax to be withheld
shall be:

0.
14% of excess over $50.
$17.50 plus 15% of excess over $176.
$36.26 plus 19% of excess over $300.
$188.26 plus 22% of excess over $1100.
$430.25 plus 28% of excess over $2t00.
$684.25 plus 33% of excess over $2760.

The amount of income tax to be withheld
shall be:

0.
14% of excess over $50.
$35.00 plus 15% of excess over $300.
$102.50 plus 19% of excess over $760.
$378.00 plus 22% of excess over $2S0.
$867.60 plus 28% of excess over $446.
$1168.60 plus 33% of excess over $6600.

"Table 6-If the payroll period with respect to an employee is SEMIANNUAL

"(a) Single Person-Including Head of Household:

If the amount of wages is:
Not over $100------------------
Over $100 but not over $350--.60--..-
Over $350 but not over $600 --.--..--
Over $600 but not over $2200---......
Over $2200 but not over $4400-----
Over $4400 but not over $5600--------
Over $5500 - ----- ------------

The amount of income tax to be wiothld
shall be:

0.
14% of excess over $100.
$35.00 plus 15% of excess over 360.
$72.50 plus 19% of excess over 600.
$376.60 plus 22% of excess ow

$2200.
$860.60 plus 28% of excess8o

$4400.
$1168.60 plus 33% of excess ow

$5500.

9.869604064

Table: "Table 4--If the payroll period with respect to an employee is MONTHLY


Table: "Table 5.--If the payroll period with respect to an employee is QUARTERLY


Table: "Table 6--If the payroll period with respect to an employee is SEMIANNUAL
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"(b) Married Person:
The amount of income .tax to be withheld

If the amount of images is: shall be:
Not over $100 ------. ---.------ 0.
Over $100 but not over $600....------ 14% of excess over $100.
Over $600 but not over 1600-- - - - - $70.00 plus 15% of excess over $600.
Over $1600 but not over $4400 - - --- $206.00 plus 19% of excess over $1600.
Over $4400 but not over $8860 -- --- $756.00 plus 22% of excess over $4400.
Over $8850 but not over $11,000----. $1756.00 plus 28% of excess over

$8860.
Over $11,000 --------------.-- - $28S7.00 plus 33% of excess over

- $11,000.
"Table 7-If the payroll period with respect to an employee is ANNUAL

"(a) Single Person-Including Head of Household:

If the amount of wages is:
Not over $ROO -------------------
Over $200 but not over $700-- - - -

Over $700 but not over $1200 -------

Over $1200 but not over $4400.......
Over $4400 but not over $8800........
Over $8800 but not over $11,000.....
Over $11,000......................

"(b) Married Person:
If the amount of wages is:
Not over $200.---.--. ------

Over $200 but not over $1200RO....
Over $1200 but not over $8000....
Over $3000 but not over $8800.....
Over $8800 but not over $17,700 -----

Over $17,700 but not over $22,000 ---

Over $22,000 .....................

The amount of income tax to be withheld
shall be:

0.
14% of excess over $200.
$70 plus 16% of excess over $700.
$146 plus 19% of excess over $1200.
$753 plus 22% of excess over $4400.
-1t,721 plus 28% of excess over $8800.
$2,337 plus 33% of excess over $11,000.

'The amount of income tax to be withheld
shall be:

O.
14% of excess over $200.
$140 plus 15% of excess over $1200.
$410 plus 19% of excess over $3000.
$1,612 plus 22% of excess over $8800.
$3,470 plus 28% of excess over $17,700.
$4,674 plus 33% of excess over $22,000.

"Table 8-If the payroll period with respect to an employee is a DAILY payroll
or a miscellaneous payroll period

"(a) Single Person-Including Head of Household:

If the amount of wages divided by the
number of days in the payroll period
is:

Not over $0.50 ..........-- .......
Over $0.60 but not over $1.90
Over $1.90 but not over $S.30 -------

Over $3.30 but not over $12.10-------
Over $12.10 but not over $24.10-----
Over $24.10 but not over $30.10 -----
Over $30.10.....................--..

"(b) Married Person:
If the amount of wages divided by the

number of days in the payroll periodis:
Not over $0.50------.............
Over $0.60 but not over $3.80.--------
Over $3.30 but not over $8.20- ------
Over $8.20 but not over $24.O0---.--Over $24.10 but not over $48.60 -----

Over $48.50 but not over $60.30 -----

Over $60.30--------.------.------

The amount of income tax to be withheld
shall be the following amount mul-
tiplied by the number of days in such
period:

0.
14% of excess over $0.60.
$0.20 plus 15% of excess over $1.90.
$0.41 plus 19% of excess over $3S.0.
$2.08 plus 22% of excess over $12.10.
$4.72 plus 28% of excess over $24.10.
$6.40 plus 33% of excess over $t0.10.

The amount of income tax to be withheld
shall be the following amount mul-
tiplied by the number of days in such
period:

0.
14% of excess over $0.60.
$0.39 plus 15% of excess over $3.30.
$1.13 plus -19% of excess over $8.S0.
$4.16 plus 22% of-excess over $24.10.
$9.62 plus 28% of excess over $48.60.
$12.82 plus 33% of excess over $60.80."

H. Rept. 1533 0, 00-2--2
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(2) WAoE BRACKET WrITHHOLzDIN.-Subsectin (c) of section 3SB
(relating to wage bracket withholding) is amended by adding at the end
thereof the following new paragraph:

"(6) In the case of wages paid after the 16th day after the date ofthe
enactment of the Revenue and Expenditure Control Act of 1968, and
before July 1, 1969, the amount deducted and withheld under -para
graph (1) shall be determined in accordance with tables prescribed
by the Secretary or his delegate in lieu of the tables contained in
paragraph (1). The tables so prescribed shall be the same as t
tables contained in paragraph (1), except that amounts and rate
set forth as amounts and rates of tax to be deducted and withhed
shall be computed on the basis of table 7 contained in subsection
(a (2)."

(d) CLERICAL AMENDMENT.-The table of parts of subchapter A of
chapter 1 is amended by adding at the end thereof the following:

"Part V. Tax surcharge."
(e) EFFECTIVE DATE.-Except as provided by section 104, the amend-

ments made by this section (other than subsection (c)) shall apply-
(1) Insofar as they relate to taxpayers other than corporations,

to taxable years ending after March 31, 1968, and beginning before
July 1, 1969.

(2) Insofar as they relate to corporations, to taxable years ending
after December 31, 1967, and beginning before July 1, 1969.

SEC. 103. PAYMENT OF ESTIMATED TAX BY CORPORA.
TIONS.

(a) REPEAL OF REQUIREMENT OF DECLARATION.-Section 6016
(relating to declarations of estimated income tax by corporations) and
section 6074 (relating to time forfiling declarations of estimated income
tax by corporations) are repealed.

(b) INSTALLMENT PAYMENTS OF ESTIMATED'INCOME TAX BY CORPO-
RATIONS.-Section 6164 (relating to installment payments of estimated
income tax by corporations) is amended to read as follows:
"SEC. 6154. INSTALLMENT PAYMENTS OF ESTIMATED IN.

COME TAX BY CORPORATIONS.

"(a) CORPORATIONS REQUIRED To PAY ESTIMATED INCOME TAX.-
Every corporation subject to taxation under section 11 or 1201(a), or
subchapter L of chapter 1 (relating to insurance companies), shall make
payments of estimated tax (as defined in subsection (c)) during its taxabl
year as provided in subsection (b) if its estimated tax for such taxabe
year can reasonably be expected to be $40 or more.

"(b) PAYMENT IN INSTALLMENTS.-Any corporation required under
subsection (a) to make payments of estimated tax (as defined in subsectiow
(c)) shall make such payments in installments as follows:
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Thfe oorc rcentage of the
ctfmoed tax thaU be paid on

"Ifthe requirement of tubsedOn (a) are firt met- the It day ofthe-
4t 6th 9ha Ith

month monthmonhmo month

Before the 1t day of the th month of the taxable year........... .............. 5.. *6.

Art the last day of the 3d month and before the let day of the 6th month of the
txaeyear.........-- ............--..............---..--------------....--- 33 33 S$

After the lat day of the 6th month and before the let day of the 9h month of the
taxable ear..........----.......... , ,,,,---------------,,.-..--- .. -- 60 60

After te last day of the th month and before the 1t day of the ltth month of the
tableyear......---------------..-------1.0.......0

"(c) ESTIMATED TAX DEFINED.-
"(1) IN GENERAL.-For purposes of this title, in the case of a

corporation the term 'estimated tax' means the excess of-
"(A) the amount which the corporation estimates as the amount

of the income tax imposed by section 11 or 1201(a), or sub-
chapter L of chapter 1, whichever is applicable, over

"(B) the sum of-
"(i) the amount which the corporation estimates as the

sum of the credits against tax provided by part IV of sub-
chapter A of chapter 1,

"(ii) in the case of a taxable year beginning after
December 31S,1967, and before January 1, 1977, the amount
of the corporation's temporary estimated tax exemption for
such year, and

"(iii) in the case of a taxable year beginning after
December 31, 1967, and before January 1, 1972, the
amount of the corporation's transitional exemptionfor such
year.

"(2) TEMPORARY ESTIMATED TAX EXEMPTION.-
"(A) IN GENERAL.-For purposes of clause (ii) of para-

graph (1)(B), the amount of a corporation's temporary esti-
mated tax exemption for a taxable year equals the applicable
percentage (determined under subparagraph (B)) multiplied
by the lesser of-

"(i) an amount equal to 22 percent of the amount which
the corporation estimates as its surtax exemption (as
defined in section 11(d)) for such year, or

"(ii) the excess determined under paragraph (1) without
regard to clauses (ii) and (iii) of paragraph (1) (B).

"(B) APPLICABLE PERCENTAGE.-For purposes of sub-
paragraph (A) and section 6655(e) (2), the applicable percent-
age s-

"In the case of a taxable year beginning in-
1968, 1969, 1970, 1971, and 1972--------------------------- 100 percent
197 ..--------------------------------------------------80 percent
1974-.---_---------------------------------.----- 680 percent
1975..--...---------------------------------------- 40 percent
1976 -----------------------------------... -------. 0 percent.

"(S) TRANSITIONAL EXEMPTION.-
"(A) IN GENERAL.-For purposes of clause (iii) of para-

graph (1)(B), the amount of a corporation's transitional
exemption for a taxable year equals the excusion percentage
(determined under subparagraph (B)) multiplied by the lesser
of-
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"(i) $100,000, reduced by the amount of the corporation's
temporary estimated tax exemption for such year, or

(ii) the excess determined under paragraph (1)without regard to clause (iii) of paragraph (1)(B).
"(B) EXCLUSION PERCENTAGE.-For purposes of subpara

graph (A) and section 6655(e) (3), the exclusion percentage is-
"In the case of a taxable year beginning in-

1968....-- ..-----..--..---- ---------------------880 percent
1969---------------------------------------0 percent
1970--------------------------------------- 40 percent
1971---------- ------------- ---------------- 0 percent.

"(d) RECOMPUTATION OF ESTIMATED TAX.-Ij, after paying any
installment of estimated tax, the taxpayer makes a new estimate, the
amount of each remaiinig installment (if any) shall be the amount which
would have been payable if the new estimate had been made when the first
estimate for the taxable year was made, increased or decreased (as the
case may be) by the amount computed by dividing-

"(1) the difference between--
"(A) the amount of estimated tax required to be paid before

the date on which the new estimate is made, and
"(B) the amount of estimated tax which would have been re-

quired to be paid before such date if the new estimate had been
made when the first estimate was made, by

"(2) the number of installments remaining to be paid on or after
the date on which the new estimate is made.

"(e) APPLICATION TO SHORT TAXABLE YEAR.-The application of
this section to taxable years of less than 12 months shall be in accordance
with regulations prescribed by the Secretary or his delegate.

"(f) INSTALLMENTS PAID IN ADVANCE--At the election of the corpo.
ration, any installment of the estimated tax may be paid before the date
prescribedfor its payment.

"(g) CERTAIN FOREIGN CORPORATIONS.-For purposes of this section
and section 66655, in the case of a foreign corporation subject to taxation
under section 11 or 1201(a), or under subchapter L of chapter 1, the tai
imposed by section 881 shall be treated as a tax imposed by section 11."

(c) FAIrLRE BY CORPORATION TO PAY ESTIMATED TAX.-
(1) RAISING 70 PERCENT REQUIREMENT TO 80 PERCENT.-

Subsections (b) and (d) () of section 6655 (relating to underpayment
of estimated tax) are amended by striking out "70 percent" eacl
place it appears therein and inserting in lieu thereof "80 percent".

(2) DEFINITION OF TAX.-Subsection (e) of section 6655 Crelating
to definition of tax) is amended to read as follows:

"(e) DEFINITION OF TAX.--
"(1) IN GENERAL.--For purposes of subsections (b) and (d), tf

term 'tax' means the excess of-
"(A) the tax imposed by section 11 or 1201 (a), or sub

chapter L of chapter 1, whichever is applicable, over
"(B) the sum of-

"(i) the credits against tax provided by part IV f
subchapter A of chapter 1,

"(ii) in the case of a taxable year beginning after Decem-
ber 31, 1967, and before January 1, 1977, the amount of
the corporation's temporary estimated tax exemption for
such year, and
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"(iii) in the case of a taxable year beginning after
December 31, 1967, and before January 1, 1972, the
amount of the corporation's transitional exemption for
such year.

"(2) TEMPORARY ESTIMATED TAX EXEMPTION.-For purposes
of clause (ii) of paragraph (1)(B), the amount of a corporation's
temporary estimated tax exemption for a taxable year equals the
applicable percentage (determined under section 6154(c) (2) (B))
multiplied by the lesser of-

"(A) an amount equal to 22 percent of the corporation's
surtax exemption (as defined in section 11(d)) for such year, or

"(B) the excess determined under paragraph (1) without
regard to clauses (ii) and (iii) of paragraph (1)(B).

"(S) TRANSITIONAL EXEMPTION.-For purposes of clause (iii)
of paragraph. (1)(B), the amount of a corporation's transitional
exemption for a taxable year equals the exclusion percentage (deter-
minled under section 6154(c)(3)(B)) multiplied by the lesser of-:

"(A) $100,000, reduced by the amount of the corporation's
temporary estimated tax exemption for such year, or

"(B) the excess determined under paragraph (1) without
regard to clause (iii) of paragraph (1)(B).

"(4) SPECIAL RULE FOR SUBSECTION (d)(1) AND (2).-In apply-
ing this subsection for purposes of subsection (d) (1) and (2), the
applicable percentage and the exclusion percentage shall be the
percentage for the taxable year fur which the underpayment is being
determined."

(d) ADJUSTMENT OF OVERPAYMENT.-
(1) ALLOWANCE OF ADJUSTMENT.-Subchapter B of chapter 65

(relating to rules of special application) is amended by adding at the
end( thereof the following new section:

"SEC. 6425. ADJUSTMENT OF OVERPAYMENT OF ESTI-
MATED INCOME TAX BY CORPORATION.

"(a) APPLICATION FOR ADJUSTMENT.-
"(1) TIME FOR FILING.-A corporation may, after the close of the

taxable year and on or before the 15th day of the third month thereafter,
and before the day on which it files a return for such taxable year,
file an application for an adjustment of an overpayment by it of esti-
mated income tax for such taxable year. An application under this
subsection shall not constitute a claim for credit or refund.

"(2) FORM OF APPLICATION, ETC.-An application under this
subsection shall be verified in the manner prescribed by section 6065
in the case of a return of the taxpayer, and shall befiled in the manner
and form required by regulations prescribed by the Secretary or his
delegate. The application shall setforth-

"(A) the estimated income tax paid by the corporation during
the taxable year,

"(B) the amount which, at the time offiling the application,
the corporation estimates as its income tax liability for the tax-
able year,

"(C) the amount of the adjustment, and
"(D) such other information for purposes of carrying out

the provisions of this section as may be required by such regula-
tions.

H. Rept. 1533 0, 90-2--3
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"(b) ALLOWANCE OF ADUSTMENT.-
"(1) LIMITED EXAMINATION OF APPLICATION.- Within a period

of 45 days from the date on which an application for an adjustment
is filed under subsection (a), the Secretary or his delegate shall make,
to the extent he deems practicable in such period, a limited examina-
tion of the application to discover omissions and errors therein, and
shall determine the amount of the adjustment upon the basis of the
application and the examination; except that the Secretary or his
dlegate may disallow, without further action, any application
which he finds contains material omissions or errors which he deems
cannot be corrected within such 46 days.

"(2) ADJUSTMENT CREDITED OR REFUNDED.-The Secretary or
his delegate, within the 45-day period referred to in paragraph (1),
may credit the amount of the adjustment against any liability in
respect of an internal revenue tax on the part of the corporation and
shall refund the remainder to the corporation.

"(3) LIMITATION.-No application under this section shall be
allowed unless the amount of the adjustment equals or exceeds (A)
10 percent of the amount estimated by the corporation on its applica-
tion as its income tax liability for the taxable year, and (B) $500.

"(4) EFFECT OF ADJUSTMENT.-For purposes of this title (other
than section 6666), any adjustment under this section shall be treated
as a reduction, in the estimated income tax paid, made on the day
the credit is allowed or the refund is paid.

"(c) DEFINITIONS.-For purposes of this section and section 6655(g)
(relating to excessive adjustment)-

"(1) The term 'income tax liability' means the excess of-
"(A) the tax imposed by section 11 or 1201(a), or subchapter

L of chapter 1, whichever is applicable, over
"(B) the credits against tax provided by part IV of subchapter

A of chapter 1.
"(2) The amount of an adjustment under this section is equal to

the excess of-
"(A) the estimated income tax paid by the corporation during

the taxable year, over
"(B) the amount which, at the time offiling the application,

the corporation estimates as its income tax liability for the
taxable year.

"(d) CONSOLIDATED RETURNS.-If the corporation seeking an adjust-
ment under this section paid its estimated income tax on a consolidated
basis or expects to make a consolidated return for the taxable year, this
section shall apply only to such extent and subject to such conditions,
limitations, and exceptions as the Secretary or his delegate may by reg-
ulations prescribe."

(2) AMENDMENT OF SECTION 6655.-Section 6655 is amended by
adding at the end thereof the following new subsection:

"(g) EXCESSIVE ADJUSTMENT UNDER SECTION 6425.-
"(1) ADDITION TO TAX.-If the amount of an adjustment under

section 6425 made before the 15th day of the third month following
the close of the taxable year is excessive, there shall be adiled to the
tax under chapter 1 for the taxable year an amount determined at
the rate of 6 percent per annum,upon the excessive amount from
the date on which the credit is allowed or the refund is paid to such
15th day.
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"(2) ExcessivE AMOUNT.-For purposes of paragraph (I), the
excessive amount is equal to the amount of the adjustment or (if
smaller) the amount by which-

"(A) the income tax liability (as defined in section 6426(c))
for the taxable year as shown on the return for the taxable
year, exceeds

"(B) the estimated income tax paid during the taxable
year, reduced by the amount of the adjustment."

(e) CONFORMING AMENDMENTS.-
(1) Section 6666(d)(1) is amended by striking out "reduced by

$100,000".
(2) Section 24S(b)(S)(C)(v) is amended to read asfollows:

"(v) surtax exemption, and one amount under sections 6164
(c)(2) and (S) and sections 6665(e)(2) and (3), for purposes
of estimated tax payment requirements under section 6154 and
the addition to the tax 'under section 6666 for failure to pay
estimated tax."

(3) Section 6020(b)(1) is amended by striking out "section 6016
or 6016)" and inserting in lieu thereof "section 6016)".

(4) Section 6651 (c) is amended by striking out "or section 6016".
(6) Section 7203 is amended by striking out "section 6015 or

section 6016)," and inserting in lieu thereof "section 6016),".
(6) Section 7701a) (4)(B) is amended by striking out "section

6016(b)" and inserting in lieu thereof "section 6164(c)".
(7) The table of sections for subpart B of part II of subchapter A

of chapter 61 is amended by striking out the item relating to section
6016.

(8) The table of sections for part V of subchapter A of chapter 61
is amended by striking out the item relating to section 6074.

(9) The table of sections for subchapter B of chapter 65 is amended
by adding at the end thereof the following:

"Sec. 6425. Adjustment of overpayment of estimated income tax by
corporation."

(f) EFFECTIVE DATE.-Except as provided by section 104, the amend-
ments made by this section shall apply with respect to taxable years
beginning after December 31, 1967.

SEC. 104. SPECIAL RULES FOR APPLICATION OF SEC-
TIONS 102 AND 103.

(a) PAYMENT OF ESTIMATED TAX FOR TAXABLE YEARS BEGINNING
BEFORE DATE OF ENACTMENT.-In determining whether any taxpayer is
required to make a declaration or amended declaration of estimated tax,
or to pay any amount or additional amount of estimated tax, by reason
of the amendments made by sections 102 and 103-

(1) such amendments shall apply (A) in the case of an individual,
only if the taxable year ends on or after September 30, 1968, and
(B) in the case of a corporation, only if the taxable year ends on
or after June 30, 1968,

(2) in applying sections 6016, 6073, and 6654 of the Internal
Revenue Code of 1964, such amendments shall first be taken into
account as of September 1, 1968, and

(3) in applying sections 6016, 6074, 6164, and 6666 of such
Code, such amendments shall first be taken into account as of May
31, 1968.
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In the case of any amount or additional amount of estimated tax payable,
by reason of such amendments, by a corporation on or after June 16,
1968, and before the 15th day after the date of the enactment of this Act,
the time prescribed for payment of such amount or additional amount
shall not expire before such date (not earlier than the 16th day after the
date of the enactment of this Act) as the Secretary of the Treasury or his
delegate shall prescribe.

(b) PAYMENT OF TAX SURCHARGE FOR TAXABLE YEARS ENDING
BEFORE DATE OF ENACTMENT.-In the case of a taxable year
ending before the date of the enactment of this Act, the time prescribed for
payment of the tax imposed by section 51 of the Internal Revenue Code of
1964 shall not expire before September 16, 1968.

SEC. 105. CONTINUATION OF EXCISE TAXES ON COM-
MUNICATION SERVICES AND ON AUTOMO.
BILES.

(a) PASSENGER AUTOMOBILES.-
(1) IN GENERAL.-Subparagraph (A) of section 4061 (a) (2) (relat-

ing to tax on passenger automobiles, etc.) is amended to read as
follows:

"(A) Articles enumerated in subparagraph (B) are taxable at
whichever of the following rates is applicable:

"If the article
is sold- The tax rate is-
Before January 1, 1970_------------ -------------------- 7 percent
During 1970 ---------------- ----------------------o percent
During 1971----.----------------------------------- S percent
During 197fI----------------------------------------- percent.
The tax imposed by this subsection shall not apply with respect to
articles enumerated in subparagraph (B) which are sold by the
manufacturer, producer, or importer after December 31, 1972."

(2) CONFORMING AMENDMENT.-Section 6412(a)(1) (relating to
floor stocks refunds on passenger automobiles, etc.) is amended by
striking out "May 1, 1968, or January 1, 1969," and inserting in
lieu thereof "January 1, 1970, J , 9 January1971 Ja1, 1972,
or January 1,. 1973,".

(b) COMMUNICATIONS SERVICES.-
(1) CONTINUATION OF TAx.-Paragraph (2) of section 4261(a)

(relating to tax on certain communications services) is amended to
read as foUows:

"(2) The rate of tax referred to in paragraph (1) is as follows:
"Amounts paid pursuant to

bills first rendered- Percent-
Before January 1, 1970.------.---------------------------------- 10
During 1970----------------------------------------------.. ---
During 1971.---------------------- ..---------------------- 3
During 1972------------ --------- ---------- ---------- ."

(2) CONFORMING AMENDMENTS.-Subsection (b) of section 4261
(relating to termination of tax) is amended by striking out "January
1, 1969" and inserting in lieu thereof "January 1, 1973", and
subsection (c) of section 4261 is amended to read as follows:

"(c) SPECIAL RULE.-For purposes of subsections (a) and (b), in the
case of communications services rendered before November 1 of a calendar
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year for which a bill has not been rendered before the close of such year,
a bill shall be treated as having been first rendered on December 31 of
such year."

(3) REPEAL OF SUBCHAPTER B OF CHAPTER ss.--Effective with
respect to amounts paid pursuant to bills first rendered on or after
January 1, 1978, subchapter B of chapter 33 (relating to the tax on
communications) is repealed. For purposes of the preceding sentence,
in the case of communications services rendered before November 1,
1972, for which a bill has not been rendered before January 1, 1973,
a bill shall be treated as having been first rendered on December 31,
1972. Effective January 1, 1973, the table of subchapters for chapter
33 is amended by striking out the item relating to such subchapter B.

(C) EFFECTIVE DATE.--he amendments made by this section shall
take effect as of April 30, 1968.
SEC. 106. TIMELY MAILING OF DEPOSITS.

(a) TIMELY MAILING TREATED AS TIMELY DEPOSIT.-Section 7602
(relating to timely mailing treated as timely filing and paying) is
amended by adding at the end thereof the following new subsection:

"(e) MAILING OF DEPOSITS.- -

"(I) DATE OF DEPOSIT.-If any deposit required to be made
(pursuant to regulations prescribed by the Secretary or his delegate
under section 6302(c)) on or before a prescribed date is, after such
elate, delivered by the United States mail to the bank or trust company
authorized to receive such deposit, such deposit shall be deemed
received by such bank or trust company on the date the deposit was
mailed.

"(2) M11AILING REQUIREMENTS.-Parraraph (1) shall apply only
if the person required to make the deposit establishes that-

"(A) the date of mailing falls on or before the second day
before the prescribed date for making the deposit (including
any extension of time granted for making such deposit), and

"(B) the deposit was, on or before such second day, mailed
in the United States in an envelope or other appropriate wrapper,
postage prepaid, properly addressed to the bank or trust company
authorized to receive such deposit.

In applying subsection (c) for purposes of this subsection, the term
'payment' includes 'deposit', and the reference to the postmark date
refers to the date of mailing."

(b) EFFECTIVE DATE.-The amendment made by subsection (a) shall
apply only as to mailing occurring after the date of the enactment of this
Act.
SEC. 107. INDUSTRIAL DEVELOPMENT BONDS.

(a) AMENDMENT OF SECTION 103.-Section 103 (relating to interest
on certain governmental obligations) is amended by relettering subsection
(c) as subsection (d) and by inserting after subsection (b) the following
new subsection:

"(C) INDUSTRIAL DEVELOPMENT BONDS.-
"(1) SUBSECTION (a)(1) NOT TO APPLY.-Except as otherwise

provided in this subsection, any industrial development bond shall be
treated as an obligation not described in subsection (a) (1).

"(2) INDUSTRIAL DEVELOPMENT BOND.-For purposes of this
subsection, the term 'industrial development bond' means any obli-
gation-
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"(A) which 'is issued as part of an issue all or a major por-
tion of the proceeds of which are to be used directly or indirectly
in any trade or business carried on by any person who is not an
exempt person (within the meaning of paragraph (S)), and

"(.B) the payment of the principal or interest on which (under
the terms of such obligation or any underlying arrangement)
is, in whole or in major part-

"(i) secured by any interest in property used or to be
used in a trade or business or in payments in respect of
such property, or

"(ii) to be derivedfrom payments in respect of property,
or borrowed money, used or to be used in a trade or business.

"(S) EXEMPT PERSON.-For purposes of paragraph (2) (A),
the term 'exempt person' means-

"(A) a governmental unit, or
"(B) an organization described in section 501(c)(3) and

exempt from tax under section 601(a) (but only with respect
to a trade or business carried on by such organization which
is not an unrelated trade or business, determined by applying
section 51S(a) to such organization).

"(4) CERTAIN EXEMPT ACTIVITIES.-Paragraph (1) shall not
apply to any obligation which is issued as part of an issue substan-
tially all of the proceeds of which are to be used to provide-

"(A) residential real property for family units,
"(B) sports facilities,
"(() convention or trade show facilities,
"(D) airports, docks, wharves, mass commuting facilities,

parking facilities, or storage or training facilities directly
related to any of the foregoing,

"(E) sewage or solid waste disposal facilities or facilities
for the local furnishing of electric energy, gas, or water, or

"(F) air or water pollution control facilities.
"(5) INDUSTRIAL PARKS.-Paaragraph (1) shall not apply to any

obligation issued as part of an issue substantially all of the proceeds
ofwhich are to be usedfor the acquisition or development of land as the
site for an industrial park. For purposes of the preceding sentence,
the term 'development of land' includes the provision of water, sewage,
drainage, or similar facilities, or of transportation, power, or com-
munication facilities, which are incidental to use of the site as
an industrial park, but, except with respect to such facilities, does
not include the provision of structures or buildings.

"(6) EXEMPTION FOR CERTAIN SMALL ISSUES.-
"(A) IN GENERAL.-Paragraph (1) shall not apply to any

obligation issued as part of an issue the aggregate authorized
face amount of which is $1,000,000 or less and substantially all
of the proceeds of which are to be used (i) for the acquisition,
construction, reconstruction, or improvement of land or property
of a character subject to the allowance for depreciation, or (ii) to
redeem part or all of a prior issue which was issuedfor purposes
described in clause (i) or this clause.

"(B) CERTAIN PRIOR ISSUES TAKEN INTO ACCOUNT.-If-
"(i) the proceeds of two or more issues of obligations

(whether or not the issuer of each such issue is the same)
are or will be used primarily with respect to facilities
located in the same incorporated municipality or located
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in the same county (but not in any incorporated munici-
pality),"(i) the principal user of suchfailities is or will be the
same person or two or more related persons, and

"(izi) but for this subparagraph, subparagraph (A)
would apply to each such issue,

then, for purposes of subparagraph (A), in determining the
aggregate face amount of any later zssue there shall be taken into
account the face amount of obligations issued under all prior
such issues and outstanding at the time of such later issue (not
including as outstanding any obligation which is to be redeemed
from the proceeds of the later issue).

"(0) RELATED PERSsogs.-For purposes of this paragraph
and paragraph (7), a person is a related person to another
person if-

"(i) the relationship between such persons would result
in a disallowance of losses under section 267 or 707(b), or

"(ii) such persons are members of the same controlled
group of corporations (as defined in section 166S(a),
except tat 'more than 60 percent' shall be substituted for
'at least 80-percent' each place it appears therein).

"(7) ExcEPTIoN.-Paragraphs (4), (5), and (6) shall not apply
with respect to any obligation for any period during which it is held
by a person who is a substantial user of the facilities or a related
person."

(b) EFFECTIVE DATE.--
(1) IN GENERAL.-Except as provided by paragraph (2), the

amendment made by subsection (a) shall apply to taxable years
ending after April 30, 1968, but only with respect to obligations
issued after such date.

(2) TRANSITIONAL PROVISIONS.-Section 103(c)(1) of the Internal
Revenue Code of 1954, as amended by subsection a), shall not
apply with respect to any obligation issued before January 1, 1969,
if before May 1, 1968-

(A) the issuance of the. obligation (or the project in connection
with which the proceeds of the obligations are to be used) was
authorized or approved by the governing body of the govern-
mental unit issuing the obligation or by the voters of such
governmental unit;

(B) in connection with the issuance of such obligation or
with the use of the proceeds to be derived from the sale of such
obligation or the property to be acquired or improved with such
proceeds, a governmental unit has made a significant financial
commitment;

(C) any person (other than a governmental unit) who will
use the proceeds to be derived from the sale of such obligation
or the property to be acquired or improved wuth such proceeds
has expended (or has entered into a binding contract to expend)
for purposes which are related to the use of such proceeds or
property, an amount equal to or in excess of 20 percent of such
proceeds; or

(D) in the case of an obligation issued in conjunction with a
project where financial assistance will be provided by a gov-
ernmental agency concerned with economic development, such
agency has approved the project or an application for financial
assistance is pending.
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SEC. 108. ADVERTISING IN A POLITICAL CONVENTION
PROGRAM.

(a) ALLOWANCE OF DEDUCTION.--Section 276 (relating to certain indi-
rect contributions to political parties) is amended by redesignating sub-
section (c) as (d), and by inserting after subsection (b) the following new
subsection:

"(c) ADVERTISING IN A CONVENTION PROGRAM OF A NATIONAL
POLITICAL CONVENTION.-Subsection (a) shall not apply to any amount
paid or incurred for advertising in a convention program of a political
party distributed in connection with a convention held for the purpose of
nominating candidates for the offices of President and Vice President of
the United States, if the proceeds from such program are used solely to
defray the costs of conducting such convention (or a subsequent convention
of such party heldfor such purpose) and the amount paid or incurred for
such advertising is reasonable in light of the business the taxpayer may
expect to receive-

"(1) directly as a result of such advertising, or
"(2) as a result of the convention being held in an area in which

the taxpayer has a principal place of business."
(b) EFFECTIVE DATE.-The amendments made by subsection, (a) shall

apply with respect to amounts paid or incurred on or after January 1,
1968.

SEC. 109. TAX-EXEMPT STATUS OF CERTAIN HOSPITAL
SERVICE ORGANIZATIONS.

(a) EXEMPTION FROM TAx.-Section 601 (relating to exemption from
tax on corporations, etc.) is amended by redesignating subsection (e) as
subsection (f) and by inserting after subsection (d) the following new
subsection:

"(e) COOPERATIVE HOSPITAL SERVICE ORGANIZATIONS.-For pur-
poses of this title, an organization shall be treated as an organization
organized and operated exclusivelyfor charitable purposes, i-

"(1) suc organization is organized and operated solely-
"(A) to perform, on a centralized basis, one or more of the

following serves which, if performed on its own behalf by a
hospital which is an organization described in subsection (c) (3)
and exemptfrom taxation under subsection (a), would constitute
activities in exercising or performing the purpose or function
constituting the basis for its exemption: ata processing, pur-
chasing, warehousing, billing and collection, food, industrial
engineering, laboratory, printing, communications, record
center, and personnel (including selection, testing, training, and
education of personnel) services; and

"(B) to perform such services solelyfor two or more hospitals
each of which is-

"(i) an organization described in subsection (c)(S)
which is exempt from taxation under subsection (a),
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"(ii) a constituent part of an organization described in
subsection (c)(S) which is exempt from taxation under
subsection (a) and which, if organized and operated as a
separate entity, would constitute an organization described
in subsection (c)(8), or

"(iii) owned and operated by the United States, a State,
the District of Columbia, or a possession of the United
States, or a political subdivision or an agency or in-
strumentality of any of the foregoing;

"(2) such organization is organized and operated on a cooperative
basis and allocates or pays, within 8% months after the close of its
taxable year, all net earnings to patrons on the basis of services
performed for them; and

"(8) if such organization has capital stock, all of such stock
outstanding is owned by its patrons.

For purposes of this title, any organization which, by reason of the
preceding sentence, is an organization described in subsection (c)(8) and
exempt from taxation under subsection (a), shall be treated as a hospital
and as an organization referred to in section 503(b)(6)."

(b) EFFECTIVE DATE.-The amendments made by subsection (a) shall
apply to taxable years ending after the date of the enactment of this Act'

SEC. 110. SUBMISSION OF PROPOSALS FOR TAX REFORM.

Not later than December 31, 1968, the President shall submit to the
Congress proposals for a comprehensive reform of the Internal Revenue
Code of 1954.

TITLE II-EXPENDITURE AND RELATED
CONTROLS

SEC. 201. LIMITATION ON THE NUMBER OF CIVILIAN
OFFICERS AND EMPLOYEES IN THE EXECU-
TIVE BRANCH.

(a) Except as otherwise provided in this section-
(1) No person shall be appointed as a full-time civilian employee

to a permanent position in the executive branch during any month
when the number of such employees is greater than the number of
such employees on June 30, 1966.

(2) The number of temporary and part-time employees in anydepartment or agency in the executive branch during any month
shall not be greater than the number of such employees during the
corresponding month of 1967.

(b)(1) During any period when appointments are otherwise pro-
hibited under subsecton (a)(1), the head of any department or
agency may, except as otherwise provided in this subsection, appointa number ofpersons asfull-time civilian employees in permanent positions
in such department or agency equal to 76 percent of the number of vacancies

.L .ent. 1633 0. 90-2- 4
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in such positions which have occurred during such period by reason ofresignation, retirement, removal, or death.
(2) For purposes of paragraph (1), all agencies which, on the first

day of any period when appointments are otherwise, prohibited under
subsection (a)(1), have 60 or fewer full-time civilian employees in perma-
nent positions shall be treated as one agency, and the Director of the
Bureau of the Budget (hereinafter in this section referred to as the "Di-
rector") shall determine the vacancies in each such agency which may be
filled by reason of paragraph (1).

(3) For purposes of paragraph (1), the Director may reassign va-
cancies from one department or agency to another department or agency
when such reassignment is, in the opinion of the Director, necessary or
appropriate because of the creation of a new department or agency,
because of a change injunctions, or for the more effiient operation of
the Government.

(4) If a full-time civilian employee in a permanent position is trans-
ferred from one department or agency to another department or agency-

(A) such transfer shall be taken into account under paragraph
(1) as an appointment by the head of the department or agency to
which he transfers, and

(B) subsection (a)(1) shall not apply to an appointment to
the vacancy in the department or agency from which he transferred
and such vacancy shall not be taken into account under paragraph (1).

(c) For purposes of subsection (a)(2), the Director may reassign
authorized temporary and part-time employment from one department or
agency to another department or agency when such reassignment is, in
the opinion of the Director, necessary or appropriate because of the
creation of a new department or agency, because of a change in functions,
or for the more efficient operation of the Government.

(d) For purposes of this section, there shall not be taken into account-
(1) any position filled by appointment by the President by and

with the advice and consent of the Senate, other than for purposes of
determining under subsection (a)(l) the number offull-tzme civilian
employes in permanent positions in the executive branch at any
time,

(2) casual employees or employees serving without compensation,
and

(3) those employees (not exceeding 70,000 during any month)
appointed under the President's program to provide summer employ-
mentfor economically or educationally disadvantaged persons between
the ages of 16 and 22.

(e) The Director shall maintain a continuous study of all appropria-
tions and contract authorizations in relation to personnel employed
and hall reserve from expenditure the savings in salaries and wages
resulting from the operation of this section, and any savings in other
categories of expense which he determines will resultfrom such operation.

(f) The departments and agencies in the executive branch shall submit
to the Director such information as may be necessary to enable him to
carry out his functions under this section.
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(g) The Director shall submit to the Senate and the House of Repre-
sentatives at the end of each calendar quarter, beginning with the quarter
ending September 30, 1968, a report on the operation of this section.

(h) Nothing in this section shall supersede or modify the reemployment
rights of any person under section 9 of the Military Selective Service Act
of 1967 or any other provision of law conferring reemployment rights upon
persons who have performed active duty in the Armed Forces.

(i) The Director shall prescribe such regulations as he deems necessary
or appropriate to carry out the provisions of this section.

(j) This section (other than subsection (i)) shall take effect on the first
day of the first month which begins after the date of the enactment of
this Act.

SEC. 202. REDUCTION OF $6 BILLION IN EXPENDITURES
DURING FISCAL YEAR 1969.

(a) Expenditures and net lending during the fiscal year ending June
30, 1969, under the Budget of the United States Government (estimated
on. page 55 of House Document No. 226, Part 1, 90th Congress, as
totaling $186,062,000,000), shall not exceed $180,062,000,000, except
by expenditures and net lernding-

(1) which the President may determine are necessary for special
support of Vietnam operations in excess of the amounts estimated
therefor in the Budget,

(2) for interest in excess of the amounts estimated therefor in the
Budget,

(3) for veterans' benefits and services in excess of the amounts
estimated therefor in the Budget, and

(4) for payments from trust funds established by the Social
Security Act, as amended, in excess of the amounts estimated therefore
in. the Budget.

(b) The President shall reserve from. expenditure and net lending,
.from appropriations or other obligational authority heretofore or hereafter
made available, such amounts as may be necessary to effectuate the pro-
'isions of subsections (a).
SEC. 203. REDUCTION OF $10 BILLION IN NEW OBLIGA-

TIONAL AUTHORITY.-
(a) The total new obligational authority and loan authority for the

fiscal year ending June 30, 1969, provided by law heretofore or hereafter
enacted (estimated on page 55 of House Document No. 225, Part 1,
90th Congress, as $201,723,000,000) shall not exceed $191,723,000,000,
except for new obligational authority and loan authority-

(1) which the President may determine are_ necessary for special
support of Vietnam operations in excess of the amounts estimated
therefor in the Budget,

(2) for interest in excess of the amounts estimated therefor in
the Budget,

(8) for veterans' benefits and services in excess of the amounts
estimated therefor in the Budget, and
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(4) for payments from trust funds established by the Social
Security Act, as amended, in excess of the amounts estimated thereforin the Budget.

(b) In the event that the total amount of new obligational authority and
loan authorityfor the fscal year ending June 30, 1969, exceeds the limita-
tion prescribed by subsection (a), the President shall reserve from such
obligational and loan authority such amounts as may be necessary to
effectuate the provisions of subsection (a). The amounts 80 reserved (other
than any amounts reservedfrom trustfunds) are hereby rescinded as of the
close of June 0S, 1969. The President, at the time of the submission of the
Budget for the fiscal year ending June 30, 1970, shall make a report to
the Congress identifying the amounts reserved pursuant to this paragraph.
SEC. 204. SPECIFIC RECOMMENDATIONS FOR $8 BILLION

RESCISSION IN OLD OBLIGATIONAL AU.
THORITY.

The President shall cause a special study and analysis to be made
of unobligated balances of appropriations and other obligational and loan
authority available for obligation or commitment during the fiscal year
ending June 80, 1969, which will rem aina lable for obligation or com-
mitment after June 30, 1969, and make a report thereon to the Congress.
Such report shall be made at the time of the submission of the Budgetfor
the fiscal year ending June 30, 1970, and shall include specific recom-
mendations for legislation to rescind not less than $8,000,000,000 of such
unobligated balance.

SEC. 205. APPLICATION OF CERTAIN FORMULAS.
In the administration of any program as to which-

(1) the amount of expenditures or obligations is limited pursuant
to section 202 or 203, and

(2) the allocation, grant, apportionment, or other distribution of
funds among recipients is required to be determined by application
of a formula involving the amount appropriated or otherwise made
available for distribution,

the amount available for expenditure or obligation (as determined by the
President) shall be substituted for the amount appropriated or otherwise
made available in the application of the formula.

TITLE 111-SOCIAL SECURITY ACT AMENDMENTS
SEC. 301. LIMITATION ON NUMBER OF CHILDREN WITH

RESPECT TO WHOM FEDERAL PAYMENTS
MAY BE MADE UNDER PROGRAM OF AID TO
FAMILIES WITH DEPENDENT CHILDREN.

Subsection (d) of section 403 of the Social Security Act is amended
(I) by inserting "(1)" immediately after "(d)", (2) by inserting "(except
the succeeding paragraphs of this subsection)" immediately after "Act",
(3) by striking out "June 30, 1968" and inserting in lieu thereof "June
30, 1969", and (4) by adding at the end of such subsection the following
new paragraphs:
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"(2) In the case of any State which is determined by the Secretary to
have efectuated, in compliance with or in reliance upon or in considera-
tion of a judicial decision (as defined in paragraph ()), a policy of
providing aid to families with dependent children under its State plan
approved under this part to or on behalf of individuals who, except for
such policy, would not be eligible for such aid, the average monthly
number of dependent children under the age of 18 who have been deprived
of parental support or care by reason of the continued absence from the
home of a parent with respect to whom payments under this section were
made to the State for the calendar quarter beginning January 1, 1968,
shall, for purposes of applying the provisions of paragraph (1), be
increased by the average monthly number, in the calendar quarter be-
ginning April 1, 1969, of children under the age of 18 who are deprived
of parental support or care by reason of the continued absence from the
home of a parent and who by reason of such policy began to receive such
aid after March 1968 and received such aid during the calendar quarter
beginning April 1, 1969.

"(S) As used in paragraph (2), the term 'judicial decision' means
any decision by a court of the United States of competent jurisdiction il
any case or controversy in which there is decided the issue of the validity,
under the United States Constitution, of any law, rule, regulation, or
policy of a State under which aid to families with dependent children is
denied( to individuals otherwise eligible therefor because of failure to meet
duration of residence requirements or because of the relationship between
a male individual and the mother of the child or children with respect
to whom such aid is sought."
SEC. 302. AID TO FAMILIES WITH DEPENDENT CHIL REN

IN CASE OF UNEMPLOYED FATHERS RECEIV-
ING UNEMPLOYMENT COMPENSATION.

Section 407(b) (2)(C) of the Social Security Act is amended to read as
follows:

"(0) for the denial of aid to families with dependent children
to any child or relative specifiedin subsection (a)-

"(i) if, andfor so long as, such child's father is not cur-
rently registered with the public employment offices in the
State, and

"(ii) with respect to any week for which such child's
father receives unemployment compensation under an un-
employment compensation law of a State or of the United
States."

SEC. $03. FEDERAL PAYMENTS UNDER MEDICAL ASSIST-
ANCE PROGRAM FO,R CERTAIN SERVICES
INCLUDIBLE UNDER SUPPLEMENTARY MEDI-
CAL INSURANCE PROGRAM.

(a)(1) Section 1903(b)(2) of the Social Security Act is amended by
striking out "1967" and inserting in lieu thereof "1969".

(2) Section WS(d) of the Social Security Amendments of 1967 is
amended by striking out "1967" and inserting in lieu thereof "1969".
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(b) The amendments made by subsection (a) shadl be effective with
respect to calendar quarter beginning after December 31, 1967.
And the Senate agree to the same.
That the House recede from its disagreement to the amendment of

the Senate to the title of the bill and agree to the same with an
amendment as follows:
Amend the title so as to read: "An Act to increase revenues, to

limit expenditures and new obligational authority, and for other
purposes."
And the Senate agree to the same.

W. D. MILLS,
CECIL R. KING,
HALE BOGGS,
JOHN W. BYRNES,

Managers on the Part of the House.
RUSSELL LONG,
GEO. A. SMATHEBS,
CLINTON P.-ANDERSON,
JOHN J. WILLIAMS,
FRANK CARLSON,

Managers on the Part of the Senate.



STATEMENT OF THE MANAGERS ON THE PART OF
THE HOUSE

The managers on the part of the House at the conference on the
disagreeing votes of the two Houses on the amendments of the Sen-
ate to the bill (H.R. 15414) to continue the existing excise tax rates
on communication services and on automobiles, and to apply more
generally the provisions relating to payments of estimated tax by
corporations, submit the following statement in explanation of the
effect of the action agreed upon by the conferees and recommended in
the accompanying conference report:
The Senate amendment to the text of the bill struck out all after

the enacting clause and inserted new text. Under the conference agree-
ment, the House recedes with an amendment which substitutes new
text explained below.
Section 1. Short title; tdble of contents
Section l(a) of the conference substitute provides that the bill

when enacted, may be cited as the "Revenue and Expenditure Controi
Act of 1968." Section l(a) of the bill as passed by the House provided
as the short title the "Tax Adjustment Act of 1968." Section 1 of the
Senate amendment provided as the short title the "Balance of Pay-
ments and Domestic Economy Act of 1968."
Section 1(b) of the conference substitute provides a table of con-

tents which sets forth the titles and sections of the bill.

TITLE I-INTERNAL REVENUE CODE AMENDMENTS

Section 101. Amendment of existing law
Section 101 of the conference substitute provides that, except as

otherwise expressly provided, whenever in title I of the bill an
amendment or repeal is expressed in terms of an amendment to, or
repeal of, a section or other provision, the reference is to be con-
sidered to be made to a section or other provision of the Internal Rev-
enue Code of 1954. This corresponds to section l(b) of the bill as
passed by the House and to section 5 of the Senate amendment.
Section 10e. Imposition of tai surcharge
Section 102 of the conference substitute corresponds in substance to

section 17 of the Senate amendment. Subsection (a) of section 102
amends subchapter A of chapter 1 of the 1954 Code by adding at the
end thereof a new part V, consisting of a new section 51 which imposes
a 10 percent income tax surcharge for the period January 1, 1968,
through June 30, 1969, in the case of corporations, and for the period
April 1, 1968, through June 30, 1969, in the case of individuals.

Imposition of tax surcharge
Subsection (a) of the new section 51 imposes the tax surcharge.

Paragraph (1) relates to calendar years. Subparagraph (A) imposes,in addition to the other taxes imposed by chapter 1 of the 1954 Code,
(27)
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on the income of every individual (other than an estate or trust) whose
taxable year is the calendar year, a tax which is shown in the applica-
ble table in such subparagraph. For the calendar year 1968, the tables
are based on a tax of 7.5 percent of the adjusted tax. For the calendar
year 1969, the tables are based on a tax of 5 percent of the adjusted tax.
The tables also are based on-

(1) An exemption from the tax surcharge for single persons
(other than a head of household) whose adjusted tax does not
exceed $145, heads of households whose adjusted tax does not ex-
ceed $220, and married persons and surviving spouses filing joint
returns whose adjusted tax does not exceed $290; and

(2) A limitation on the tax surcharge applicable to single per-
sons (other than a head of household) whose adjusted tax does
not exceed $290, heads of households whose adjusted tax does not
exceed $440, and married persons and surviving spouses filing
joint returns whose adjusted tax does not exceed $580.

Subparagraph (B) imposes the tax surcharge on corporations, and
on estates and trusts, whose taxable year is the calendar year. In the
case of corporations, the tax for the calendar year 1968 is to be 10
percent of the adjusted tax, and the tax for the calendar year 1969 is
to be 5 percent of the adjusted tax. In the case of estates and trusts,
the rates are 7.5 percent for 1968 and 5 percent for 1969.
Paragraph (2) of subsection (a) imposes the tax surcharge in the

case of taxpayers whose taxable year is a fiscal year or a short year.
The tax is comparable to the tax for the calendar year and is deter-
mined, in general, by multiplying 10 percent of the adjusted tax for
the taxable year by a fraction determined by the number of the days
in the taxable year which are within the period during which the sur-
charge applies.

Adjusted tax defined
Subsection (b) of the new section 51 defines the term "adjusted tax"

as meaning the tax imposed by chapter 1 of the 1954 Code for the
taxable year, determined without regard to the taxes imposed by
sections 51 (as added by the bill), 871(a), and 881 of such code and
without regard to certain specified increases in tax, and reduced by an
amount equal to the retirement income credit which would be allow-
able under section 37 of such code if no tax were imposed by section 51
for the taxable year. Except for this reduction for the retirement in-
come credit, the amount of the surcharge is determined before credits
(such as the foreign tax credit and the investment credit), but the
credits provided by part IV of subchapter A of chapter 1 are allowed
against the amount of the surcharge. In the case of an alternative tax
computed by reference to a partial tax (such as sec. 1201, in the case of
capital gains), the tax surcharge applies only to the alternative tax
and is not taken into account in determining the partial tax.

Estimated tax
Subsection (c) of the new section 51 provides that with respect to

declarations, amended declarations, and payments of estimated tax,
the time prescribed for filing or payment of which is on or after
September 15, 1968, in the case of an individual, or June 15, 1968, in
the case of a corporation, the rules in section 6654(d) (1) and 6655(d)
(1) of the Code (which permit taxpayers to base their estimated tax
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payments for a taxable year on the tax liability shown on the return
for the preceding year) are not to apply with respect to any taxable
year for which a tax is imposed by the new section 51.

Technical amendments
The remaining subsections of the new section 51 contain technical

and conforming provisions relating to (1) Western Hemisphere trade
corporations and dividends on certain preferred stock of public utili-
ties, (2) shareholders of regulated investment companies, and (3) the
attribution of the tax surcharge to the section imposing the tax on
which the surcharge is based.
Subsection (b) of section 102 of the bill as agreed to in conference

is a technical amendment relating to the receipt of minimum distribu-
tions by domestic corporations from controlled foreign corporations.

Withholding on wages
Subsection (c) of section 102 of the bill as agreed to in conference

relates to withholding on wages.
Paragraph (1) of subsection (c) sets forth new tables for the per-

centage method of withholding. These tables are to apply in the case
of wages paid after the 15th day after the date of the enactment of
the bill and before July 1, 1969. The tables provide for withholding
amounts of tax including the 10-percent tax surcharge which is to be
in effect during this period.
Paragraph (2) of subsection (c) relates to the wage bracket method

of withholding on wages during the period referred to in paragraph
(1). The amount deducted and withheld under this method is to be
determined in accordance with tables prescribed by the Secretary of
the Treasury or his delegate. The tables so prescribed are to be the
same as the tables now in the law, except that amounts and rates set
forth as amounts and rates of tax to be deducted and withheld are to
be computed on the basis of table 7 (percentage method of withhold-
ing if payroll period with respect to an employee is annual) set forth
in the amendment made by paragraph (1) of subsection (c).
Subsection (d) of section 102 of the bill as agreed to in conference

makes a clerical amendment to a table of parts.
Effective date

Subsection (e) of section 102 of the bill as agreed to in conference
provides effective dates. The amendments made by section 102 (other
than subsection (c), relating to withholding on wages) are to apply
(1) insofar as they relate to taxpayers other than corporations, to
taxable years ending after March 31, 1968, and beginning before July
1, 1969, and (2) insofar as they relate to corporations, to taxable years
ending after December 31, 1967, and beginning before July 1, 1969.
For explanation of special rules with respect to the application of

the new section 51 of the 1954 Code in the case of (1) payments of
estimated tax for taxable years beginning before the date of the en-
actment of the bill, and (2) payments of tax surcharge for taxable
years ending before such date of enactment, see the explanation of
section 104.
Section 103. Payment of estimated income tax by corporations
Section 103 of the conference substitute corresponds to section 3 of

the bill as passed by the House and section 7 of the Senate amend-
ment. Except for technical and conforming changes and as noted
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below, the provisions of the bill as passed by the House, the Senate
amendment, and the conference substitute are the same.
Under existing law, a corporation is required to make payments of

estimated income tax to the extent its estimated income tax liability
(after credits) exceeds $100,000. Under the bill as passed by the
House, the $100,000 exemption is ultimately eliminated and a corpora-
tion is required to make payments if the tax liability can reasonably be
expected to be $40 or more. Under the Senate amendment, the $100,000
exemption is ultimately reduced to an amount equal to 22 percent of its
surtax exemption (this amount is $5,500 or, in the case of certain con-
trolled groups of corporations, the portion thereof allocated to the
corporation). Both the bill as passed by the House and the Senate
amendment make their respective changes in the $100,000 exemption
over a 5-year transitional period. Under the conference agreement, the
$100,000 exemption is reduced in the manner provided by the Senate
amendment in five annual stages, and is then eliminated in five addi-
tional annual stages. Payments of estimated tax are not required unless
such estimated tax (tax liability, reduced by credits against tax and
the exemptions) call reasonably be expected to be $40 or more.
Under the bill as passed by the House and under the Senate amend-

ment, a corporation which overpays its estimated income tax may file
an application for an adjustment ("quick refund") of the overpay-
ment. Under the bill as passed by the House, the application may not
be allowed unless the amount of the adjustment ("quick refund")
equals or exceeds (A) 5 percent of the amount estimated by the corpo-
ration on its application as its income tax liability for the taxable year,
and (B) $200. The Senate amendment changed 5 percent to 10 percent,
and changed the $200 amount to $500. The conference agreement ac-
cepts the changes made by the Senate amendment.
The bill as. passed by the Hfouse, the Senate amendment, and the

conference substitute provide that the amendments relating to the
payment of estimated income tax by corporations are to apply with
respect to taxable years beginning after December 31, 1967. The Sen-
ate amendment contained in addition, a special provision relating to
the payment of estimated tax (attributable to the enactment of the
bill) required of any corporation on April 15, 1968. Under the con-
ference agreement, the special rules relating to the application of this
section of the-ill and section 102 (including its effect on declarations
and payments of estimated tax) are contained in section 104.
Section 104. Special rules for applications of sections 102 and 103

Section 104 of the conference substitute provides certain special
rules with regard to the due dates for additional payments of esti-
mated tax attributable to sections 102 and 103 of the bill, and the due
date for certain payments of the tax surcharge imposed by the new
section 51 of the Code.

Pay?/mnt of estimated tax for taxable years beginning before
date of enactment

Subsection (a) of section 104 provides that in determining whether
any taxpayer is required to make a declaration or amended declara-
tion of estimated tax, or to pay any amount or additional amount of
estimated tax, by reason of the amendments made by sections 102 and
103, such amendments are to apply only if the taxable year ends on or
after September 30, 1968, in the case of an individual, or on or after
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June 30, 1968, in the case of a corporation. Subsection (a) further pro-
vides that with respect to estimated tax requirements, the amendments
made by sections 102 and 103 of the bill are to be first taken into ac-
count as of September 1, 1968, for individuals, and May 31, 1968, for
corporations. Thus, for example, in the case of a calendar year cor-
poration the requirements of the amended section 6154 (installment
payments of estimated tax by corporations) will be first applied as
of May 31, 1968, and any increase in the amount of estimated tax re-
sulting from the amendments made by sections 102 and 103 are to be
reflected in the corporation's estimated tax installments beginning
with the installment due June 15, 1968. In the case of an individual
whose taxable year is the calendar year, any increase in the amount
of estimated tax resulting from the tax surcharge is to be reflected
in the individual's- estimated tax installments beginning with the
installment due September 15,1968.
Subsection (a) also provides that in the case of any amount or addi-

tional amount of estimated tax payable, by reason of the amendments
made by sections 102 and 103, by a corporation on or after June 15,
1968, and before the 15th day after the date of the enactment of the
bill, the time prescribed for payment of such amount or additional
amount shall not expire before such date (not earlier than the 15th
day after the date of the enactment of the bill) as the Secretary of the
Treasury or his delegate shall prescribe.

Payment of tax surcharge for taxable years ending before date
of enactment

Subsection (b) of section 104 provides that in the case of a taxable
year ending before the date of enactment of this bill, the time pre-
scribed for payment of the surcharge imposed by new section 51 shall
not expire before September 15, 1968. Since taxpayers whose taxable
years ended during 1968 before the date of enactment of the surcharge
may have filed their returns without taking any liability for the sur-
charge into account, the Internal Revenue Service may require a state-
ment. to be filed with the payment due on September 15. Such statement
will not constitute a return for purposes of the Internal Revenue Code
of 1954. Therefore, neither the period of limitations on assessment and
collection nor the period of limitations on credit or refund, if other-
wise measured from the time the return is filed, will be extended by
the subsequent filing of such statement. In the case of any interest,
penalty, or addition to tax, the period of underpayment will not begin
with respect to the surcharge before September 15, 1968. Thus, for ex-
ample, interest on an underpayment of surcharge due, under section
104(b), on September 15,1968, will be measured from such due date.
This results from the application of section 6601 of the Internal
Revenue Code which provides, generally,. that interest will be
measured onl an underpayment from the last date prescribed for
payment.. Similarly, in the event of an overpayment of tax, interest on
such overpayment attributable to a surcharge payment made on or
before September 15, 1968, will not be allowable with respect to any
period before September 15. This results from the application of
sections 6611 ann 6513 of the Internal Revenue Code which provide,
generally, that interest shall be allowed on an overpayment of tax
from the last day prescribed by law for payment of such tax, or, if
later, from the date of such overpayment.
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Under section 6152 of the Internal Revenue Code, a corporation may
elect to pay its tax in two equal installments. If both installments are
due before September 15, 1968, then the additional payment required
to reflect the.surcharge must be paid on or before September 15. If the
first installment is due on or before September 15, but the second
installment is due after that date, the corporation must pay one-half
of the amount of the surcharge on or before September 15, 1968. The
remaining half of the surcharge due will be paid as a part of the
second installment on the due date for that installment.
Section 105. Continuation of excise taxes on communication services

and on automobiles
Section 6 of the Senate amendment is identical to section 2 of the

bill as passed by the House. These provisions are retained as section
105 of the conference substitute, except that the amendments are to
take effect as of April 30, 1968, rather than March 31, 1968, in order
to conform to the one month extension provided by Public Law 90-285,
approved April 12,1968.
Section 106. Timely mailing of deposits

Section 4 of the bill as passed by the House amends the Code to
prescribe rules under which deposits delivered by United States mail
to the bank or trust company authorized to receive the deposits are
to be treated as timely deposited. Section 8 of the Senate amendment
is identical to section 4 of the bill as passed by the House. These pro-
visions are retained as section 106 of the.conference substitute.
Section 107. Industrial development bonds

Sections 9 and 10 of the Senate amendment relate to industrial
development bonds. In past years the Internal Revenue Service had
ruled that the interest paid an obligations commonly known as in-
dustrial development bonds was exempt from income tax under sec-
tion 103 of the Code (Rev. Rul. 54-106, Rev. Rul. 57-187, and Rev.
Rul. 63-20). On March 23 of this year the Internal Revenue Service
published proposed regulations providing that the interest paid on
industrial development bonds described in the proposed regulations
would no longer be considered to be exempt under section 103. The
proposed regulations represented a change in the position previously
taken by the Internal Revenue Service and were based on the theory
that industrial development bonds described in the proposed regula-
tions were not "obligations of a State * * * or any political sub-
division" within the meaning of section 103 since the primary obligor
was not a State or political subdivision. These proposed regulations
also contained a series of rules to provide a transition from the prior
rulings to the rules set forth in the new regulations applicable to
those who had committed themselves in particular ways to projects in
reliance on the Service's prior position.
Section 9 of the Senate-amendment would have, in effect, suspended

the application of the proposed regulations by requiring the con-
tinued application of the revenue rulings referred to above until Con-
gress acted on the subject. Section 10 of the Senate amendment would
have provided a specific rule for determining the tax status of indus-
trial development bonds issued after January 1, 1969. In general, sec-
tion 10 denied tax-exempt status to industrial development bonds de-
scribed in such section issued after January 1, 1969. Section 10 also
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provided specific exemptions to this rule. The effect of sections 9 and
10, taken together, would have been to extend the Internal Revenue
Service's prior interpretation of the tax status of industrial develop-
ment bonds until section 10 became effective.
The conferees, in agreeing to a substitute incorporating features of

sections 9 and 10, have for the future provided exclusive rules for in-
dustrial development bonds essentially of the type referred to in the
prior revenue rulings and within the definition contained in the substi-
tute, specifying the types of such bonds which in the future are to be
taxable and the types of such bonds which are to be tax exempt.
Under the conference agreement, the substitute becomes effective on
May 1, 1968, and there is a continuing exemption, in addition to the
specific exemptions, for issues of under $1 million. The May 1 1968,
effective date does not apply with respect to obligations issued before
,January 1, 1969, if before May 1, 1968, any of the conditions specified
in section 107 (b) of the conference substitute are satisfied.
The conference substitute does not affect the tax status of any obli-

gation which is not an industrial development bond as defined in the
substitute.

(a) Amendment of section 103.-Section 107(a) of the conference
substitute amends section 103 of the Code, relating to interest on cer-
tain governmental obligations, by relettering present section 103(c)
as section 103(d) and by inserting after present section 103(b) a new
subsection (c), relating to the tax treatment of interest paid on indus-
trial development bonds.
Section 103(a) (1) not to apply
Paragraph (1) of new subsection (c) provides that, except as other-

wise provided in new subsection (c), aly industrial development bond
(as defined in new subsection (c) (2)) shall be treated as an obligation
which is not described in present section 103(a) (1) of the Code. The
interest, paid on any obligation which is an industrial development
bond will, therefore, be taxable except as otherwise provided by the
new subsection (c).

Industrial de eloplment bond defined
Paragraph (2) of new subsection (c) contains the definition of the

term "industrial development bond" for purposes of new subsection
(c). Any debt obligation which satisfies both the trade or business
test (contained in new subsection (c) (2) (A)) and the security interest
test (contained in new subsection (c)(2)(B)) is an industrial devel-
opment bond.

Trade or business test
Subparagraph (A) of new subsection (c) (2) contains the trade or

business test. This test is met by any obligation which is issued as part
of an issue all or a major portion of the proceeds of which are to be
used directly or indirectly in any trade or business carried on by any
person who isnot an exempt person (within the meaning of pagrgraph
(3) of the new subsection (c)). The term "obligation which is part of
an issue" includes a single note issued in connection with a bank loan.

Security interest test
Subparagraph (B) of new subsection (c) (2) contains the securityinterest test. The test is met by any obligation the payment of the prin-



34

cipal or interest on which (under the terms of such obligation or any
underlying arrangement) is, in whole or in major part, secured in the
manner described in clauses (i) or (ii) of new subparagraph (B).Clause (i) of new subsection (c) (2) (B) provides that the securityinterest test is met when the payment of the principal or interest on an
obligation is (in whole or major part) secured either (1) by any in-
terest in property used or to be used in a trade or business, or (2) by
any interest in payments in respect of such property.
Clause (ii) of new subsection (c) (2) (B) provides that the security

interest test is met when the payment of the principal or interest on
an obligation is (in whole or major part) to be derived from payments
to be made in respect of property, or borrowed money, used or to be
used in a trade or business.

Exempt person
Paragraph (3) of new section 103(c) defines the term "exempt per-

son" for purposes of paragraph (2) (A) to mean-
(1) a governmental unit (that is, a State, a territory, or a pos-

session of the United States, or any political subdivision of any
of the foregoing, or of the District of Columbia), or

(2) an organization described in section 501(c)(3) of the
Code and exempt from tax under section 501(a) of the Code (but
only with respect to a trade or business which is not an unrelated
trade or business).

In determining whether a trade or business is an unrelated trade or
business, the definition of such term in section 513 (a) of the Code is
to be applied to the organization without regard to whether it is an
organization subject to the tax imposed by section .511 of the Code.
Under paragraphs (2) and (3) of the new section 103(c), an obli-

gation (1) which is issued as a part of an issue all or a major por-
tion of the proceeds of which are to be used directly or indirectly in
any trade or business carried on by any person who is not an exempt
person, and (2) which meets the security interest test of paragraph
(2) (B) is an industrial development bond. In determining whether
all or a major portion of the proceeds of an issue are to be used directly
or indirectly in any trade or business carried on by any person who is
not an exempt person, the indirect, as well as the direct, use of the
proceeds is to be taken into account. Thus, if all or a major portion
of the proceeds of an issue are to be loaned by the issuer to one or more
persons who are not exempt persons for use by such person or persons
in trades or businesses carried on by them, such proceeds are to be
used in a trade or business carried on by a person who is not an exempt
person and the obligations comprising such issue are industrial devel-
opment bonds. If such proceeds are to be used to construct facilities to
be leased to any person who is not an exempt person and who is to use
such facilities in a trade or business carried on by him, such proceeds
are to be used in a trade or business carried on by a person who is
not an exempt person and the obligations comprising such issue are
industrial development bonds. If such proceeds are to be used to con-
struct facilities to be leased to any person who will in turn lease them
to another person who is not an exempt person for use in a trade or
business carried on by him, such proceeds are to be used in a trade
or business carried oni by a person who is not an exempt person and
the obligations comprising such issue are industrial development
bonds.
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Therefore, under paragraphs (2) and (3) of the new section 103(c),
when all or a major portion of the proceeds of an issue which meets
the security interest test of paragraph (2) (B) are to be used directly
or indirectly in any trade or business carried on by any person who
is not an exempt person, the obligations comprising such issue are
industrial development bonds, unless all or a major portion of such
proceeds are to be used directly or indirectly only in a trade or
business carried on by a person who is all exempt person, and are not
to be used in any trade or business carried on by any person who is
not an exempt person. The fact that the governmental unit engages in
a series of loan transactions of the types referred to above does not
mean that the bonds relating to the loans in each case are not industrial
development bonds so long as the other person uses the loans (for ex-
ample, to acquire or construct property) in a trade or business carried
on by a person who is not an exempt person.

Examples
The application of the rules contined in paragraphs (2) and (3)

of new section 103(c) are illustrated by the following examples:
E',Tample (1).-Governmental unit A and corporation X enter into

an arrangement under which A is to provide a factory which X will
lease for 20 years. The arrangement provides (1) that A will issue-
$10 million of bonds, (2) that the proceeds of the bond issue will be
used to purchase land and to construct and equip a factory in accord-
ance with X's specifications, (3) that X will rent the facility for 20
years at an annual rental equal to the amount necessary to amortize
the principal and pay the interest on the outstanding bonds, and (4)
that such payments by X and the facility itself will be the security
for the bonds. The bonds are industrial development bonds since they
are part of an issue of obligations (1) all of the proceeds of which are
to be used (by purchasing land and constructing and equipping the
factory) in a trade or business by a person who is not an exempt per-
son, and (2) the payment of the l)rinci)al and interest on which is
secured by a security interest in, and is to be derived from payments to
be made in respect of, property to be used in a trade or business.
Enxaple7 (2).-The facts are the same as in example (1) except that

instead of providing that X will lease the facility for 20 years, the
arrangement provides that (1) X will purchase the facility, and (2)
annual payments equal to tle amount necessary to amortize the prin-
cipal aid pay the interest on the outstanding bonds will be. made by
X. The bonds are industrial development bonds for the reasons set
forth in example (1).
Example. (3).-Governmental unit B and corporation X enter into

an arrangement under which the governmental unit is to lend $10 mil-
lion to X. Tile arrangement provides that (1) B will issue $10 million
of bonds, (2) the proceeds of the bond issue will be lent to X to pro-
vide additional working capital and to finance the acquisition of cer-
tain new machinery, (3) X will repay the loan in annual installments
equal to the amount necessary to amortize the principal and pay the
interest on the outstanding bonds, and (4) the payments on the loan
and the machinery will be security for the bonds. The bonds are
industrial development bonds since they are debt obligations part of
an issue (1) all of the proceeds of which are to be used in a trade or
business by a person who-s not an exempt person, and (2) the payment



36

of the principal and interest on which is secured by payments to be
made in respect of property to be used in a trade or business.
Example (4).-The facts are the same as in example (1), (2), or

(3) except that the annual payments required to be made by corpora-
tion X exceed the amount necessary to amortize the principal and pay
the interest on the outstanding bonds. The bonds are industrial devel-
opment bonds for the reasons set forth in such examples. The fact that
corporation X is required to pay an amount in excess of the amount
necessary to pay the principal and interest on the bonds does not affect
their status as industrial development bonds.
Example (6).-The facts are the same as in example (1), (2), (3),

or (4) except that the bonds also are general obligation bonds and the
governmental unit is required to pay principal and interest out of gen-
eral revenues in the event of a default by corporation X. Tile bonds are
industrial development bonds for the reasons set forth in such ex-
amples. Governmental unit A's arrangement to pay the principal and
interest on the bonds out of its general revenues in the event of default
is a guaranty of corporation X's primary obligation to make the neces-
sary payments. Governmental unit A's guaranty does not affect the
status of the bonds as industrial development bonds.
Example (6).-Governmental unit C issues its general obligation

bonds to purchase land and build a housing project principally for
residential purposes. The bond indenture provides (1) that C is to
own and operate the project as a rental facility, and (2) that the
project itself and the rental payments are the security for the bonds.
The bonds are not industrial development bonds since the project is to
be owned and operated by C (an exempt person) and a major part of
tlhe proceeds of the issue are not to be used indirectly by any other
person in any trade or business.
Example (7).-Governmental unit D issues its obligations to finance

the construction of dormitories for educational institution Y which
is an organization described in section 501(c) (3) of the Code and
exempt from tax under section 501 (a) of the Code. The dormitories
are to be owned and operated by Y and do inot constitute an unrelated
trade or business. The bonds are not industrial development bonds
since the'proceeds are not to be used in a trade or business by a person
who is not an exempt person.
lExample (8) .---Governmental unit E issues its obligations to finance

the construction of various facilities that are to be leased to numerous
unrelated corporations for use in their trades or businesses. The obli-
gations are secured by revenues that governmental unit E will derive
from such leases. The bonds will constitute industrial development
bonds notwithstanding the fact that the activities of governmental
unit E, an exempt person, may amount to a trade or business of leasing
property, since the property involved will be used by each of the cor-
porations in their respective trades or businesses.

Certain exempt activities
Paragraph (4) of new subsection (c) provides that new subsection

(c) (1) shall not apply to any obligation which is issued as part of an
issue substantially all of the proceeds of which are to be used to pro-
vide certain designated types of facilities. Obligations issued to finance
such facilities may be industrial development bonds, but they are to
be treated as obligations described in section 103(a) (1) of the Code.
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Subparagraph (A) of new subsection (c) (4) applies in respect of
obligations issued to provide residential real property for family units.
A family unit is a building or portion thereof which contains com-
plete living facilities which are to be used on other than a transient
basis by only one family consisting of one or more persons. Thus, an
apartment which is to lbe used on other than a transient basis by one
family, which contains complete facilities for living, sleeping, eating,
cooking, and sanitation constitutes a family unit. Hotels, motels,
(ornitories, fraternity and sorority houses, rooming houses, hospitals,
sanitariums, rest homes, andl parks and courts for mobile homes do
not constitute residential real property.
The term "residential real property for family units" includes land

and facilities which are functionally related and subordinate to the
space used for family units. In addition, it is not intended that the
fact that a minor portion of the facility is used-for other nonfamlily
unit purposes (such as for at (rugstore or other retail establishment)
would cause the project not to be within the term.
Subparagraph (B) of new subsection (c) (4) applies in respect of

obligations issued to provide sports facilities. Tlhe term "sports facili-
ties" includes facilities (such as stadiums) for watching baseball, foot-
ball, and other sports events as well as facilities for the participation
of the general public in sports activities such as golf, skiing, or swilm-
minlg. Any other facility which is functionally related and subordinate
to tlhe sports facility such as a parking lot, club house, ski slope
warming house, or bath house, is considered to be a )part of the ex-
emlpt sports facility. Tile portion of the proceeds of a borrowing which
are expended in connection with any functionally related and sub-
ordinate facility are taken into a count in determninig whether sub-
stantially all of the proceeds of thle borrowing are used to provide a
sports facility. A facility which is primarily a hotel or motel but which
includes facilities for sports, such as a golf course, swimming pool, or
tennis courts, is not within the meaning of the term.
Subparagraph (C) of new subsection (c) (3) applies in respect of

obligations issued to provide convention and trade show facilities.
These facilities are the meeting halls, display areas, and facilities
functionally related and subordinate to them, which are needed to
house ta convention or trade show. The term does not include hotel
facilities available to the general public whether or not intended pri-
marily to house persons attending or participating in a convention or
a trade show.
Subparagraph (D) of new subsection (c) (4) applies in respect of

obligations issued to provide airports, docks, wharves, mass commut-
ing facilities, parking facilities, or storage or training facilities
directly related to an airport, dock, wharf, mass commuting facility, or
parking facility. For example, a grain elevator or warehouse which is
on or adjoins a dock or wharf and which is directly related to it is an
exempt storage facility. A facility located at an airport at which flight
personnel are trained for their duties is an example of an exempt
training facility.
Sul)paragraph (E) of new subsection (c) (4) applies il respect of

obligations issued to provide (1) sewage or solid waste disposal facili-
ties or (2) facilities for the local furnishing of electric energy, gas, or
water. Solid waste disposal means the collection, storage, treatment.
utilization, processing, or final disposal of solid waste (as defined in
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the Solid Waste Disposal Act, 42 U.S.C. § 3252 (4)). Facilities for the
local furnishing of electric energy, gas, or water do not include facili.
ties for regional or broader transportation of gas or water by pipeline
or long line trnsmission of electric energy.
Subparagraph (F) of new subsection (c) (4) applies in respect of

obligations issued to provide air or water pollution control facilities,
such as, for example, those described in subparagraphs (B) (i) and
(C) (i) of section 48(h) (12) of the Code (relating to water and air
pollution control facilities).

Industrial parks
Paragraph (5) of new subsection (c) provides that new subsection

(c) (1) shall not apply to any obligation which is issued as part of an
issue substantially all of the proceeds of which are to be used for the
acquisition or development of land as the site for an industrial park.
An industrial park, is, for purposes of new subsection (c)(5), a

tract of land suitable for industrial, distribution, or wholesale use, the
control and administration of which is usually vested in a govern-
mental body. The uses of the tract are usually regulated by protective
minimum restrictions, ordinarily including the size of sites, parking
and loading regulations, and building set-back lines.
For purposes of paragraph (5), the term "development of land"

includes the provision of water, sewer, drainage, or similar facilities,
or of transportation, power, or communication facilities. Such facili-
ties are, however, included within the meaning of the term only to the
extent that they are incidental to the use of the site as an industrial
park. A water pump house or a railroad siding might be incidental
to the use of a site as an industrial park. Except with respect to such
facilities, the term does not include the provision of structures or
buildings.

Exemption for certain small issues
Paragraph (6) of new subsection (c) provides a special exemption

for industrial development bond issues of $1 million or less. If the pro-
visions of paragraph (6) are applicable to an issue of industrial
development bonds, the interest on such bonds will be tax exempt
notwithstanding new subsection (c) (1).
In general.-Subparagraph (A) of new subsection (c) (6) provides

that new subsection (c) (1) shall not apply to any obligation issued as
part of an issue if (1) the aggregate authorized face amount of such
issue is $1 million or less and (2) substantially all of the proceeds of
such issue are to be used either (i) for the acquisition, construction,
reconstruction, or improvement of land or property of a character
subject to the allowance for depreciation under section 167 of the Code
(relating to depreciation), or (ii) to redeem part or all of a prior issue
which was issued for the purlposes described in clauses (i) or (ii) of
new subsection (c) (6) (A).
Substantially all of the proceeds of a $1 million or less issue must be

used for tlhe acquisition, construction, reconstruction. or iml)rove-
ment of land or of delreciable l)rol)erty if the obligations are to
qualify for the small issue exemption. This $1 million exemption is
not applicable if a substantial portion of the proceeds are loaned to a
borrower for use as working capital or to finance inventory.
Under the refunding rule of clause (ii), all or a part of the proceeds

of a new $1 million or less issue may be used to redeem either (1) part
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or all of any prior issue which qualifies under clause (i), or (2) part
or all of any prior issue which was used (either itself or one of its
predecessor issues) to redeem an issue which qualified under clause
(i). For example, a new $1 million issue of 4.5 percent obligations
might in the future be used to redeem an outstanding $1 million issue
of 6 percent obligations. In addition, if the outstanding issue was
$700,000, a new issue of $1 million would be tax exempt if the $300,000
additional proceeds were used in the manner described in clause (i).
Certain prior issues taken into aceount.-Subparagraph (B) of new

subsection (c) (6) provides rules for taking into account outstanding
prior small issues in determining whether a subsequent $1 million or
less issue qualifies for the special exception. Subparagraph (B) pro-
rides that if the requirements of clauses (i), (ii), and (iii) of sub-
paragraph (B) with respect to a prior issue of obligations are appli-
cable, then, for purposes of applying the special exemption of sub-
paragraph (A), in determining the aggregate face amount of any
later issue there shall be taken into account the face amount of obli-
gations issued under all prior such issues which are outstanding at the
time of such later issue. The face amount of any outstanding obliga-
tion which is to be redeemed from the proceeds of the later issue is not,
however, taken into account.
The requirement of clause (i) of new subsection (c) (6) (B) is that

the proceeds of two or more issues of obligations (whether or not the
governmental unit issuing such obligations is the same unit for each
such issue) which qualify under new subsection (c) (6) (A) and which
are issued after April 30, 1968, are or will be used primarily with
respect to facilities located or to be located in the same incorporated
municipality or located or to be located il the same county in an
unincorporated area in such county.
The requirement of clause (ii) of new subsection (c) (6) (B) is that

the principal user of such facilities is or will be the same person or
two or more related persons (as defined in new subsection (c) (6) (C)).
The requirement of clause (iii) of new subsection (c) (6) (B) is that,

but for subparagraph (B), new subsection (c)(6) (A) would apply
to each such issue of obligations.
The application of the rules contained in subparagraphs (A) and

(B) of new subsection (c) (6) are illustrated by the following example:
Examplle.-(a) County B and corporation Y enter into an arrange-

ment under which the county is to provide a factory which Y will
lease for 20 years. The arrangementll1ovides (1) that B will issue
$1 million of'bonds on November 1, 1968, (2) that the proceeds of the
lond issue will Ixb used to lurclhase land in Town M and to construct
and equip a factory in accordance with Y's specifications, (3) that Y
will rent the facility for 20 years at an annual rental equal to the
;amount necessary to amortize the princil)al and pay the interest on the
outstanding bonds, and (4) that such payments by Y and the facilityitself shall be tile security for tlle bonds. Although the bonds issued
are industrial development bonds within the meaning of new subsec-
tion (c)(2), by reason of the small issue exemption of subparagraph
(A) of new subsection (c)(6), they are to be treated as obligations
described in section 103 (a) (1) of the Code.

(1) Subsequently, corporation Y proposes to Town M that the
Town build a $400,00 warehouse in the Town for the use of corpora-
tion Y under terms similar to the factory arrangement. On the issue
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date of the new bond issue, $750,000 of the first issue of bonds are out-
standing. If M issues $400,000 of bonds for such purposes, the issue
will not qualify under the small issue exemption since the prior
outstanding issue of $750,000 must be taken into account, inasmuch as
(1) the facilities under both issues are to be located in Town M, (2)
the same taxpayer will be the principal user of the new warehouse,
and (3) but for subparagraph (B) of new subsection (c)(6), sub-
section (c) (6) (A) would apply to the new bond issue.

Related persons.-Subparagraph (C) of new subsection (c) (6) de-
fines the term "related person" for purposes of paragraphs (6) and
(7) of new subsection (c).
Subparagraph (C) provides that a person is a "related person" to

another person if-
(1) under clause (i), the relationship between such persons

would result in a disallowance of losses under section 267 of the
Code (relating to disallowance of losses, etc., between related tax-
payers) and section 707 (b) of the Code (relating to losses disal-
lowed, etc., between partners and controlled partnerships), or

(2) such persons are members of the same controlled group of
corporations, as defined in section 1563 (a) of the Code, relating to
definition of controlled group of corporations (except that "more
than 50 percent" shall be substituted for "at least 80 percent" each
place it appears in section 1563 (a)).

Exception
Paragraph (7) of new subsection (c) provides that paragraphs (4),

(5), and (6) of new subsection (c) shall not apply with respect to
any obligation for any period during which it is held by a person who
is a substantial user of the facilities or a related person (as defined in
subparagraph (C) of new subsection (c) (6)). Thus, the interest paid
on an obligation which is issued to provide certain facilities, issued to
finance an industrial park, or issued under the small issue exemption,
will be taxable while the obligation is held by a substantial user of the
financed. facilities or a related person. For example, if a baseball or
football club held the bonds of a stadium in which it played its home
games for the season, the bond interest would be taxable. Similarly, if
the users of the sites in an industrial park hold the industrial park
bonds, the interest would be taxable.

(b) Effective date.-
In general

Paragraph (1) of section 107(b) -.of the conference substitute pro-
vides that, except as provided by paragraph (2) of section 107 (b), the
amendment made by section 107(a) is to apply with respect to taxable
years ending after April 30, 1968, but only with respect to obligationsIssued after such date.

Transitional provisions
Paragraph (2) of section 107(b) of the conference substitute pro-

vides that section 103 (c) (1) of the Code, as amended by section 107 (a)
of the conference substitute, is not to apply with respect to any obliga-
tion issued before January 1,1969, if beforeMay 1,1968, any one of the
conditions contained in subparagraph (A), (B), (C), or (D) of see-
tion 107 (b) (2) is satisfied.
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For purposes of section 107(b)(2), obligations are considered to
be issued on the date on which there is a physical delivery of the
evidences of indebtedness in exchange for the amount of the issue
price. For example, a bond issue is "issued" when the issuer physically
exchanges the bonds for the underwriter's (or other purchaser's)
check. Obligations which are taken down after December 31, 1968, by
purchasers pursuant to a delayed delivery agreement with thetissuer
are, therefore, subject to the rules contained in new section 103(c)
of the Code.
Subparagraph (A) of section 107(b) (2) of the conference substitute

provides that new section 103(c) (1) of the Code shall not apply to
such an obligation if, before May 1, 1968, the issuance of the obligation
(or the project in connection with which the proceeds of the obligations
are to be used) was authorized or approved by the governing body of
the governmental unit issuing the obligation or by the voters of such
governmental unit. Therefore, if the governing body of the govern-
mental unit issuing industrial development bonds has, prior to May 1,
1968, adopted a resolution or an ordinance which authorizes or
approves either (1) the project being financed or (2) the bond issue,
then new section 103(c) (1) of the Code will not apply to the bonds
involved. Similarly, if the voters of the governmental unit have
approved the issuance of such bonds for a designated project, such
section will not be applicable.
Subparagraph (B) of section 107(b) (2) of the conference substitute

provides that new section 103(c) (1) of the Code shall not apply to
such an obligation if, before May 1,1968, a governmental unit has made
a significant financial commitment in connection with the issuance of
such obligation, with the use of the proceeds to be derived'from the
sale of such obligation, or the property to be acquired or improved
with such proceeds. The governmental unit making the significant
financial commitment with respect to a project financed by the proceeds
of an industrial development bond issue need not be the governmental
unit issuing the bonds. For example, the condition of subparagraph
(B) is satisfied if a State makes a significant financial commitment
to build access roads to a project in one of its counties which will
issue the bonds. Similarly, the condition is satisfied when a city or
county makes a significant financial commitment to build roads, power-
lines, or sewer lines to a project within its jurisdiction which is being
financed by a separate governmental unit such as an industrial
development board.
For purposes of this subparagraph, the term "significant financial

commitment" means the expenditure of (or a commitment to ex-
pend) a sizable amount of money. The amount involved need not be
compared to the size of the financed project. For example, a commit-
ment to expend $250,000 in connection with a $10 million project
would be considered significant.
Subparagraph (C) of section 107(b)(2) of the conference sub-

stitute provides that new section 103(c) (1) of the Code shall not apply
to such an obligation if, before May 1, 1968, any person (other than
a governmental unit) who will use the proceeds to be derived from
the sale of such obligation, or who will use the property to be acquired
or improved with such proceeds, has expended (or has entered into a

binding contract to expend), for purposes which are related to the
use of such proceeds or property, an amount equal to or in excess of
20 percent of such proceeds.
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For purposes of this subparagraph, a prospective user of the pro-
ceeds of an industrial development bond issue or property to be ac-
quired with such proceeds will be considered to have entered into a
binding contract to expend money for purposes related to-the projectif (1) such person has entered into a contract for fuel, power, water,
or raw materials and (2) any conditions to which the obligations of
one or more parties to such contract are subject are beyond the control
of such parties. For example, a binding contract for alumina entered
into in connection with the financing of an aluminum reduction mill
or such a contract to purchase timber land in connection with a paper
mill are contracts related to the use of the financed facility. For pur-
poses of determining whether the expenditures of the prospective user
are equal to or in excess of 20 percent of the bond proceeds, binding
contracts will be taken into account on the basis of the amounts to be
expended over the term of the contract.
Subparagraph (D) of section 107 (b) (2) of the conference substitute

provides that new section 103(c) (1) of the Code shall not apply to
such an obligation if, before May 1, 1968, in the case of an obligation
issued in conjunction with a project where financial assistance will be
provided by a governmental agency concerned with economic develop-
ment, such agency has approved the project or an application for
financial assistance is pending.
For purposes of this subparagraph, "financial assista.lnce" includes

a guaranty of the payment of the principal and interest on an obli-
gation by a governmental unit as well as a direct financial grant. For
example, new section 103(c)(1) of the Code does not apply if the
Federal Economic Development Administration has approved a grant
in connection with a project to be financed by industrial development
bonds. Similarly, where a State agency has approved a project and the
agency has guaranteed the payment of the principal and interest on
the bonds, new section 103(c) (1) of the Code does not apply. The gov-
ernmental unit concerned with economic development may be a Fed-
eral, State, or local agency.
Section 108. Advertising in a political conventionprogram

Section 276(a) of the Internal Revenue Code of 1954 provides, in
part, that no deduction otherwise allowable for income tax purposes
shall be allowed for any amount paid or incurred for advertising in a
convention program of a political party.

Section 108 of the conference substitute (which is substantially the
same as sec. 13 of the Senate Iamendment) amends section 276 of the
Code by adding a new section 276(c). The new section 276(c) pro-
vides that section 276(a) shall not apply to any amount paid or in-
curred for advertising in a convention program of a political party
distributed in connection with a convention held for the purpose of
nominating candidates for the offices of President and Vice President
of the United States, if the proceeds from such program are used solely
to defray the costs of conducting such convention (or a subsequent
convention of such party held for such purpose) and the amount paid
or incurred for such advertising is reasonable in light of the business
the taxpayer may expect to receive (1) directly as a result of such
advertising, or (2) as a result of the convention being held in an area
in which the taxpayer has a principal place of business:
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For purposes of the new section 276(c), an amount paid or
incurred for advertising will not be considered as "reasonable" if
such amount is greater than the amount which would be paid for
comparable advertising in a comparable convention program of a
nonpolitical organization. The use of the word "directly" in para-
graph (1) of the new section 276(c) does not permit the deduction
of amounts paid or incurred for institutional advertising; it does not,
for example, permit a deduction of amounts paid or incurred for
advertising of a type not designed to sell specific goods or services to
persons attending the convention.
The new section 276 (c) does not permit the deduction of any amount

described therein which is not otherwise allowable as a deduction
under section 162 of the Code (relating to trade or business expenses),
nor does it permit the deduction of any amount to which section 276 (a)
applies other than an amount which satisfies the requirements of the
new section 276(c). Therefore, in order for any such amount to be
deductible, it must first satisfy the requirements of section 162; in addi-
tion, it also must satisfy the more restrictive requirements of the new
section 276(c).
This amendment applies with respect to amounts paid or incurred

on or after January 1, 1968.
Section 109. Tax-exempt status of certain hospital service organi-

zations
Section 109 of the conference substitute (which corresponds to sec.

12 of the Senate amendment) adds a new subsection to section 501 of
the Internal Revenue Code which, in effect, provides a tax-exempt
status for certain cooperative hospital service organizations. In order
to qualify for a tax-exempt status, a hospital service organization must
be organized and operated solely to perform services specified in the
new subsection which, if performed directly by a tax-exempt hospital,
would constitute activities in the exercise or performance of the pur-
pose or function constituting the basis for its exemption, and must
perform these services solely for two or more tax-exempt hospitals.
The new subsection does not grant tax-exempt status if the hospital
service organization performs any services other than those specified
in the new subsection (for example, laundry services), or performs any
services for any person or organization other than a tax-exempt hos-
pital. In addition, such organization must be organized and operated
on a cooperative basis and, if it has capital stock, all of its stock out-
standing must be owned by its patron-hospitals. Under the amend-
ient, a hospital service organization which meets these requirements
and thereby qualifies for tax-exempt status is to be treated, for pur-
loses of the Internal Revenue Code, as a hospital and as an organiza-
tion referred to in section 503 (b) (5) of the Code.
This amendment applies to taxable years ending after the date of

enactment of the bill.
Section 110. Submission of proposals for tax reform

Section 20 of the Senate .amendment provides that not later than
I)ecelmber 31, 1968, the President is to submit to the Congress pro-
p1osals for a comprehensive reform of the Internal Revenue Code of
1954. This section is retained as section 110 of the conference substitute.
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TITLE II-EXPENDITURE AND RELATED CONTROLS
Section 201. Limitation on the number of civilian officers and em-

ployees in the executive branch
Subsection (a) of section 201 of the conference substitute provides

the general rules that except as otherwise provided in section 201-
(1) No person shall be appointed as a full-time civilian em-

ployee to a permanent position in the executive branch during any
month when the number of such employees is greater than the
number of such employees on June 30, 1966, and

(2) The number of temporary and part-time employees in any
department or agency in the executive branch during any month
shall not be greater than the number of such employees during
the corresponding month of 1967.

Subsection (b) of section 201 relates to the application of section
201 (a) (1). Paragraph (1) provides that during any period when ap-
pointments are otherwise prohibited under section 201 (a)(1), the
head of any department or agency may (except as otherwise provided
in section 201(b)) appoint a number of persons as full-time civilian
employees in permanent positions in such department or agency equal
to 75 percent of the number of vacancies in such positions which have
occurred during such period by reason of resignation, retirement, re-
moval, or death.
Paragraph (2) of section 201 (b) provides that, for purposes of para-

graph (1), all agencies, which on the first day of any period when ap-
pointments are otherwise prohibited under section 201(a) (1), have
50 or fewer full-time civilian employees in permanent positions are
to be treated as one agency, and the Director of the Bureau of the
Budget is to determine the vacancies in each such agency which may
be filled by reason of paragraph (1).
Paragraph (3) of section 201(b) provides that, for purposes of

paragraph (1), the Director of the Bureau of the Budget may re-
assign vacancies from one department or agency to another depart-
ment or agency when such reassignment is, in the-opinion of the Di-
rector, necessary or appropriate because of the creation of a new de-
partment or agency, because of a change in functions, or for the more
efficient operation of the Government.
Paragraph (4) of section 201 (b) provides that, if a full-time civilian

employee in a permanent position is transferred from one department
or agency to another department or agency (1) such transfer is to be
taken into account under paragraph (1) as an appointment by the
lead of the department or agency to which he transfers, and (2) sec-
tion 201 (a) (1) is not to apply to an appointment to the vacancy in the
department or agency from which he transferred and such vacancy is
not to be taken into account under paragraph (1).
Subsection (c) provides that, for purposes of section 201(a) (2),

the Director of the Bureau of the Budget may reassign authorized
temporary and part-time employment from one department or agency
to another department or agency when such reassignment is, in the
opinion of the Director, necessary or appropriate because of the crea-
tion of a new department or agency, because of a change in functions,
or for the more efficient operation of the Government.
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Subsection (d) provides that, for purposes of section 201, there shall
not be taken into account (1) any position filled by appointment by
the President by and with the advice and consent of the Senate, other
than for purposes of determining under section 201 (a) (1) the number
of full-time civilian employees in permanent positions in the execu-
tive branch at any time, (2) casual employees or employees serving
without compensation, and (3) those employees (not exceeding 70,000
during any month) appointed under the President's program to pro-
vide summer employment for economically or educationally disad-
vantaged persons betwen the ages of 16 and 22.
Subsection (e) requires the Director of the Bureau of the Budget

to maintain a continuous study of all appropriations and contract
authorizations in relation to personnel employed and to reserve from
expenditure the savings in salaries and wages resulting from the oper-
ation of this section, and any savings in other categories of expense
which he determines will result from such operation.
Subsection (f) requires the departments and agencies in the execu-

tive branch to submit to the Director of the Bureau of the Budget
such information as may be necessary to enable him to carry out his
functions under section 201.

Subsection (g) requires the Director to submit to the Senate and the
House of Representatives at the end of each calendar quarter, begin-
ning vith the quarter ending September 30, 1968, a report on the
operation of section 201.

Subsection (h) provides that nothing in section 201 shall supersede
or modify the reemployment rights of any person under section 9 of
the Military Selective Service Act of 1967 or any other provision of
law conferring reemployment rights upon persons who have per-
formed active duty in the Armed Forces.
Subsection (i) provides that the 'Director of the Bureau of the

Budget shall prescribe such regulations as he deems necesary or ap-
propriate to carry out the provisions of this section.
Subsection (j) provides that section 201 (other than subsection (i)

which takes effect on enactment) shall take effect on the first day of
the first month which begins after the date of the enactment of the
bill.
In administering section 201, the managers both on the part of the

House and on the part of the Senate expect the Director of the Bureau
of the Budget and the heads of departments and agencies to exercise
control to prevent circumvention of its provisions by contracting for
personal services to be performed by persons who are not government
employees.
In keeping with the June 30, 1966, date, the provision is carefully

designed so that it can be operated in such a fashion that whenever
any agency has reached its June 30, 1966, level, then it can be in a
position to resume full appointment. To this end, the conferees be-
lieve that the more efficient operation of the Government means that
the Director of the Budget generally should reassign vacancies to any
agency whicl has reached its June 30, 1966, level. For example, in
applying this provision in the case of the Veterans' Administration
(including all such employees working in veterans' hospitals), no re-
duction should be required in employee levels below that of June 30,
1966, in the case of permanent or full-tinie employees.
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Section 202. Reduction of $6 billion in expenditures during fiscal year
1969

Subsection (a) of section 202 of the conference substitute provides
that expenditures and net lending (collectively referred to in the
Budget as budget outlays) during the fiscal year ending June 30, 1969,
under the Budget of the United States Government (estimated on p. 55
of H. Doc. No. 225, pt. 1, 90th Cong., as totaling $186,062 million) shall
not exceed $180,062 million, except by expenditures and net lending-

(1) Which the President may determine are necessary for spe-
cial support of Vietnam operations in excess of the amounts
estimated therefore in the Budget;

(2) For interest in excess of the amounts estimated therefor in
the Budget;

(3) For veterans' benefits and services in excess of the amounts
estimated therefor in the Budget; and

(4) For payments from trust funds established by the Social
Security Act, as amended, in excess of the amounts estimated
therefor in the Budget.

The amounts estimated in the Budget (H. Doc. No. 225, pt. 1, 90th
Cong.) as budget outlays for the items listed above are as follows:

(1) $26,264,000,000 for special support of Vietnam operations
(see p. 83 of the Budget),

(2) $14,400,000,000 for interest (see p. 53 of the Budget),
(3) $7,342,000,000 for veterans' benefits and services (see p. 161

of the Budget), and
(4) $36,042 million for payments from trust funds established

by the Social Security Act (see table C-4, "Outlays and Receipts
of Trust Funds", p. 488 of the Budget) as follows:

In millions
Federal old-age and survivors insurance trust fund ---------- $24, 567
Federal disability insurance trust fund------------- --------2,617
Health insurance trust funds--,------ -------------------- 5,770
Unemployment trust fund--- --------------------------- 3,088

Total------ ---------------------------- 36,042
Subsection (b) of section 202 provides that the President shall

reserve from expenditure and net lending, from appropriations or
other obligational authority heretofore or hereafter made available,
such amounts as may be necessary to effectuate the provisions of
section 202(a).
Section 203. Reduction of $10 billion in neu obligational authority
Subsection (a) of section 203 of the conference substitute provides

that the total new obligational authority and loan authority (collec-
tively referred to in the Budget as budget authority) for the fiscal
year ending June 30, 1969, provided by law heretofore or hereafter
enacted (estimated on p. 55 of H. Doc. No. 225, pt. 1, 90th Cong.,
as $201,723 million) shall not exceed $191,723 million, except for new
obligational authority and loan authority-

(1) Which the President may determine are necessary for spe-
cial support of Vietnam operations in excess of the amounts esti-
mated therefor in the Budget;

(2) For interest in excess of the amounts estimated therefor
in the Budget;
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(3) For veterans' benefits and services in excess of the amounts
estimated therefor in the Budget, and

(4) For payments from trust funds established by the Social
Security Act, as amended, in excess of the amounts estimated
therefor in the Budget.

The budget authority (new obligational authority and loan author-
ity) requested in the Budget (H. Doc. No. 225, pt. 1, 90th Cong.) for
the items listed ab6ve are as follows:

(1) $25,405 million for special support of Vietnam operations.
This is the sum of the amounts estimated in the Budget as indi-
cated by the Director of the Bureau of the Budget, and may be
derived as follows:
National defense (see p. 81 of the Budget): In millions

Subtotal, Department of Defense-Military --.---------- $79,116
Excluding special Vietnam------------------------ (54,191)
Special Vietnam----------------- ---- --- 24,925

International affairs and finance (see p. 92 of the Budget):
Subtotal, expenditures------------------ ---- - 4,700
Excluding Vietnam-------------------------------- (4,220)

Special Vietnam-------------------------- 480

25,405
(2) $14,400 million for interest (see p. 53 of the Budget).
(3) $7,817 million for veterans' benefits and services (see p. 161

of the Budget).
(4) $41,765 million for receipts appropriated to trust funds

established by the Social Security Act (see table 4-C, p. 488 of the
Budget) as follows:

In millions
Federal old-age and survivors insurance trust fund-------- - $27,188
Federal disability insurance trust fund--..-------.-----------. 3,655
Health insurance trust funds--------------------- - 6,827
Unemployment trust fund------------- ----------------- 4,095

Total--------------- --- -----------------41,765
Subsection (b) of section 203 provides that in the event that the

total amount of new obligational authority and loan authority for the
fiscal year ending June 30, 1969, exceeds the limitation prescribed by
section 203(a), the President shall reserve from such obligational and
loan authority such amounts as may be necessary to effectuate the pro-
visions of section 203(a). The amounts so reserved (other than any
amounts reserved from trust funds) are rescinded by subsection (b)
as of the close of June 30, 1969. The President, at the time of the sub-
mission of the Budget for the fiscal year ending June 30, 1970, is to
make a report to the Congress indentifying the amounts reserved pur-
suant to subsection (b).
Section, 204. Specific recommendations for $8 billion rescission in old

obligational authority
Section 204 of the conference substitute provides that the President

shall cause a special study and analysis to be made of unobligated bal-
ances of appropriations and other obligational and loan authority
available for obligation or commitment during the fiscal year ending
June 30, 1969, which will remain available for obligation or commit-
ment after June 30, 1969, and make a report thereon to the Congress.
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The report is to be made at the time of the submission of the Budget
for the fiscal year ending June 30, 1970, and is to include specific
recommendations for legislation to rescind not less than $8 billion of
such unobligated balances.
Section 206. Application of certain formulas

Section 205 of the conference substitute provides that in the ad-
ministration of any program as to which-

(1) The amount of expenditures or obligations is limited pur-
suant to section 202 or 203; and

(2) The allocation, grant, apportionment, or other distribu-
tion of funds among recipients is required to be determined by
application of a formula involving the amount appropriated or
otherwise made available for distribution,

the amount available for expenditure or obligation (as determined by
the President) is to be substituted for the amount appropriated or
otherwise made available in the application of the formula.

TITLE III-SOCIAL SECURITY ACT AMENDMENTS

Section 301. Limitation on number of children with respect to whom
Federal payments may be made under program, of aid to families
with dependent children

Section 301 of the conference substitute corresponds to section 14(a)
of the Senate amendment. Section 14(a) repealed section 403(d) of
the Social Security Act, which limited the number of dependent chil-
dren under 18 who may receive AFDC with Federal financial partici-
pation in any State for any quarter after June 1968 because of a
parent's absence to a proportion of the total under-18 population of
the State at the beginning of the year involved equal to the correspond-
ing proportion for the first quarter of 1968. There was no correspond-
ilg provision in the House bill.
Section 301 of the conference agreement instead postpones for one

year (to July 1, 1969) the date on which the section 403(d) limitation
becomes effective; the base quarter to be used for the measure-
ment (January-March 1968) is not changed. The conference agree-
ment also provides that if in compliance with, in reliance upon, or in
consideration of a judicial decision a State adopts a policy of paying
AFDC on the basis of a parent's absence to children who would not
otherwise be eligible, the number of children under 18 receiving AFDC
on the basis of a parent's absence in the January-March quarter of
1968 (for purposes of establishing the proportion in the base quarter
and thereby determining the maximum proportion permitted for a
later quarter, as described above) will be increased by the average
monthly number of children under 18, added to the rolls because of
such decision after March 1968, who were receiving AFDC on the basis
of a parent's absence in the April-June quarter of 1969. For this pur-
pose "judicial decision" means only a decision by a U.S. court of com-
petent jurisdiction on the issue of the constitutional validity of a
State law, rule, regulation, or policy under which AFDC is denied to
otherwise eligible individuals because of failure to meet durational
residence requirements or because of the relationship between a male
individual and the mother of the child or children with respect to
whom the aid is sought. The Department of Health, Education, and
Welfare can provide sampling or other appropriate methods to be used
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to determine the number of children under 18 who because of such a
judicial decision are receiving AFDC in the April-June quarter of
1969 on the basis of a parent's absence, so as to provide a basis for the
required adjustment of the number in the base quarter.
Section 30.S Aid to families with dependent children in case of unem-

ployed fathers receiving unemployment compensation
Section 302 of the conference substitute corresponds to section 14 (c)

and (d) of the Senate amendment. Section 14 (c) and (d) eliminated
the provision (in sec. 407(b) (2) (C) of the Social Security Act) pro-
hibiting the payment of AFDC to a family on the basis of the father's
unemployment for any period in which the father receives unemploy-
ment compensation under State or Federal law, and substituted a pro-
vision (in sec. 407(c)) giving each State the option under its State
plan to deny all or any part of the aid otherwise payable under the
plan to a family on the basis of the father's unemployment for any
month if the father received unemployment compensation under State
or Federal law for any week any part of which is included in such
month. There was no corresponding provision in the House bill.
Section 302 of the conference agreement instead modifies section

407(b) (2)(C) of the act to prohibit the payment of AFDC to a

family on the basis of the father's unemployment with respect to any
week for which the father receives unemployment compensation under
State or Federal law. It is the intention of the conferees that if the
father receives unemployment compensation for all the weeks which
fall wholly or partly in a month, the family could not under any
circumstances receive ali AFDC payment for that month; and if the
father receives unemployment compensation for one or more but less
than all the weeks which fall (wholly or partly) in a month, the
family's AFDC payment will be reduced by the percentage of the
month represented by such week or weeks (or by the portion of such
week or weeks which falls in such month).
Section 303. Federal payments unler medical assistance program for

certain services includable under supplementary medical insur-
ance program

Section 303 of the conference substitute is the same as section 16 of
the Senate amendment. Section 16 amended section 1903(b)(2) of
the Social Security Act (and sec. 222 of the Social Security Amend-
ments of 1967) to postpone for 2 years (from January 1, 1968, to
fJanuary 1, 1970) the date-when Federal matching payments under
a State's title XIX medical assistance plan may no longer be made
for medical services which would have been covered under the supple-
mentary medical insurance program (pt. B of title XVIII of the
Social Security Act) lad the State elected to "buy in" for its title
XIX eligibles under section 1843 of that act. There was no corre-
sponding provision in the House bill.

PROVISIONS OF SENATE AMENDMEN T NOT INCLUDED IN CONFERENCE
SUBSTITUTE

Under the conference agreement, the following provisions of the
Senate amendment are omitted from the bill as agreed to in conference:

Section 11, relating to income from advertising in periodicals of tax-
exempt organizations.



50

Section 14(b), relating to prior work by unemployed fathers under
Aid to Families With Dependent Children (AFDC) program.Section 15, relating to effective date of family planning services re-
quirement under AFDC program. The conference committee does not
believe that the provisions of existing law which are involved require
any State to take action contrary to State statute and expects the
Department of Health, Education, and Welfare to so interpret and
administer the provision referred to in the Senate amendment.

Section 18, relating to import quotas on textile articles.
Section 19, relating to foreign nations indebted to the United States.

The committee of conference expects the Secretary of State and the
Secretary of the Treasury to make a study of appropriate and practi-
cal terms and conditions for payment of the amounts of indebtedness
of foreign countries to the United States which are past due and un-
paid, and to report the results of this study to the Congress.

W. D. MILLS,
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