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LIMITATIONS ON CONTRIBUTIONS AND BENEFITS

1. .Splt'el¢ ('oit-;b1!;o/h Linit.x on 0 1ro/DP':torsh/ips,
I'arcm', hips. or .\,Subw jha p \N ('oirorations

House bill '--
(1) 'I'lTe hill ineireass hlie niuxiinInIIII d(dilt(title eroi-

I i'itbtto oil behalf of Sel f-employed persons, to the
leser of (a) $.:,00 or (h) V) j)Ireelit of earned in-
.onile. (1l'h, pre ilsent '.w,. the tlimitation is tile Ilser
of (a) $2.51)i or" (h) 1II pereenlt of earlied in|oeilr.) The
.aS ie Clumge is I.:nl e as tit vXvulldiible cont riIbutions oH
Itehalf of sill.hIlipler S eorpoiiitionl Shareholder-
employioees.3

(-2) No IIIore than tile fihst $I1)O0.0(1) of eaiilied ill-
come ii11V he taketi into aeoiint in applying the I1ev-
centltge imlit.i, both its to sel f-epllpoyved as
to shst, 0rehioledr-elmilovees.

(3) Self-emnploved" l)tl'Sol1S (hilt not slutreholder-
e(illhf)lov*.5) are piit ted to set aside ilp) to $750 11
yeii ( out of (iIlredI incomlle, eveil though it texcteeds tile
15-percent limitation of pIint (1).

S(-wdelt{ amni ned'llll'l.--

(I) The Sentaite alei, ndmelit is tile sailme with respect
to sel f-employed liersolls. A toshto rehoid(,r-elll)lovees
of sulbchapter S corpo -:1rait ios. the selahte aindlelid t
ejp),als the limitations. instead of ilerely inereasilng

t lhei.
(2) The St'lliate amieuldlnlhpltt is eseiitahtlilv the saimie

-us tle I lous{e hill except thafit. volnsistehlt with ptlllit (1).
it tlios 1ot apply to sillhll.hpter S corporation sl .hre-
h (Iti i ,i,'-eiij t 1 ,11 I(,s.(3) E55'ii, . ih1n r lit lyihll .an5,a Ihle ! lo)use, 1ill.

I'auc numbers t

2Sli. 28 1
(A- I w'),( A-lU);•

281
(-k-171)

280
(A-It0)

621. 614
(A-169,

A.-171)

(A\ 171)62571)

2. 1)efinedl I lefift Limnbll fa' i'for rol'/ orshplm I'Ptld er- 282
shipsh , and ,%buhanpteir S (Corjortions (A- 172)

iHome bill.-(1) The bill authorizes Treasury
regillatro1ls0 to allow self-employed piei'sonis and shar;e-
holdh'r-epnjovees It) translate, ii elloeet, the b.-pelCellt-
$7.. il limittioins on coat i-ibiitiois into limlitations on

t"Page numnbtiers" ontshle parentheses are th( numbers of the relevant pages in the print
of 11.1t. 2 dateal March 4. lM-4. The first 353 pages of that print. In lInetype. represent the
lill as passed by tip blouse of ltepresehht ve as the remaining pages of that print, In
Italic type, constitute the Senate amendment."Page numbers" lIhnsie Iarentlheses are flie numbers of the relevant pages In the cont-
paraltve !ifatntls prepared bly the staffs.

I The louse 1lll provlilons relating to linaltatons on coutirlbtl(ons and benefits are
those of title It only. Tille I aloes not deal v'hwit llndlhatlons on contrllutlioaS anmd heneflls.I Sole prolrrlelors and plartners are "self-emnplalved personn.

3 ,ha rahalahr.aal~loyao of a su•ul ithgn.ler S a,"ma ralloh I., ai emplo..re of hlii corporal.
lion who ownis more tian ., percent aif tli Corlrrnflana's onustandlng stock.

(1)
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hIl.efilb., whiell thmog, individullsl.• vo•lild r-eviv, ýiv11(.l.~ a
delilied Illetit, p1l41t. Tlv' hill al.so contlits n table
(hblied oil evii 21 inlit t're.t 0 1ie lll i tr:llily rlllt's) which
Will serve :t as ga",Ieh(l iji reIt.lal Im."

2..1 (2) T'Ieisillr\v is givell :11111al'ilt to I-PI)hlM I llis hIblth
{ A- 1T-I) tIrouli li(e4 I'iito '.ll III (i-, liilih r"elr Deep t i1lilr

:11. 1977, Ia ed I lil t (lilill.Ps iII 1111r11:1lit V a i11n1d it11'1st,I'llis oveli'l~lign it!.,.193tI'lt (' 0(illrroil t Ilr t -'i
28 1r (:1) TI'll bill 'al.s, cvillaill.• lefhlilvall mil'sh,.o pi- lewve.

(.- 17-1) an inuhli vidn- l i fo ( :ll frsolithig 21 "1okell 101111" eally
il his (.anviPr ill E.deri Io ol(lfill Iligh bilit'lllt't aIve-I'II"
]lalte ill his eaIleel.

2 85 (1) A ph)21 whiitl tovIPs owit-enlploy('s' is not
(A-I5) to Iw' pIermitted to I1.(' ti.e dwelled I),enelit provisions

IuIhles it jrovid.IPs leit. I•iall art llliciphlats on a non-
itlht Lf,'ated bIsis.

601it 603 (11111a, n dmem•nt.-

(.k-I-1 72!)M Thi Sinarle :vill idni.it i.s lw.d',,ttiully similar to

1he 5I Hoe bill. esi'ept Ihat it does not de( I withi sub-
II0 74 cll)ter. S C.gcor l.Otioil hn lih1(..el)lOV('P5.

(A-I 71) (2) Thit Senate ,uiitoiitdlwniit is essentit•illy Ihe same

as the 1 [onse, bill.
(:3). (I) No eoiltpt'ahble provisions.

(A-I77) r.i, /hic.-A-lv sx s cointriblitions iiade to it

1h11o ll otril f if liil OWtnel'-elnwiiOLh'e, litist • e ierpaid
(toaret lietr wilt I lit el 1itllittrs t hernitol) with t 11n1oi1 Its
Iti'ti' tile imtiing of ot ive Iby ti'e l ilti'itoill nevelittu
Service' ollitrwi•e lihe pjili Will lKni dis.itiillfied
wilt Ieslect. to t llt ildividwil. If aln excess coit ibti-
lti.l is Will fill V IIMIih Oill lI idil If 01t 2ilt owiter-eiitplove,,
lthe )h1 15 to Is to 'Q t dimqn iitieed with e•leect to tlhe
OWti'Pr-eittjutlhwev. and IIIl ist lS:I'iT'ed frout In1rtiilmhitg
inli II lee I14111 .for ll, Iext :1 yeail's.

2S(W// e i is., -HThe IbilI i'elvlls Ilh(: Iiir,'i'isimis of1 in's-
(,k- 17) vil lhw otit iiwud abovee, .111d illit.i.; -Ii excise tOx (if G

A-177) perlelt (it'xex.es•. colliltiilitll ion it) hltlls foi the sd l If-
employedl. The tax is.. ill.ied evert( wil.tr Ithat. Ile ex-
cess is llutistitilthi. TIhe tatx is to he 'pIid lyI the em.n-plovl.ve Who ml l-ilit:ihils the( 1)h11.-5

.'1,10,lf, 01Cji//,ff11 I.--Ilt'1, Se'iole 1 idintpliIelt cont-
tails n)o cotli)tlhle I'ovisiolts (anid so. ItIude' the
.111endilelit. vxcv-.•, voltilmblthols to ll.I. 10 plans

woild t.olutullile to le goven'ited ititder 1)'Selit law).

* An "owijer-einilloyce" Is, n .elf-eiit-lded lper.gon wire owIvn more than 10 percent of
cttlnrr the calital Interest or tile proflt. Intr,.stt Il tlip lll ihsne'ss.

it i t ce Cnl of i iIt neii vlll e trii•slltl lihln (for ex llllllse, a mioney' pioerchiase pension
letnn), excess cositriisictil iiuisi e ninetiIliti.s .oiitlrilmled fier lhe ipenlle#ioyee it Pxee.s of
flln, 15-1,ereelll. or sT,nii) ,ite4.1i0 41i1 ll b.ill Ji lt i " ,icci illl m (ite l n Is lhlcff of Spi f-ePilhieltoye
lierseesls. it h lii', Val*,'e Of d itelh imled il ivn it i sl. I .ii Es Inilwej d where lieft Itlu IEs fully
f1`1 iii144 lit I hisP close ofE le liyii's the xdtlI' .3e l'. :fisli Is year.eaw l l 4 h .•lso i sd ul i iEl- u isosiIt that
lisls not uieern dimeutillep for flip thaxale year or anly lprior temilsip yenr. Also. Ili either
type, of Ian, excess c•i• rmilrlltns Inivhil, voltnilluri" ce'niilril mit li .iy owner-ieplslyces Ili
ex ress o ef the allowslile alOisllt of suii eolitrltilium,
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•. l'renw re Distributions
Present lai,.-In general, where amounts are dis-

triluted muter i a qualified plan to an owner-enllployee
before he atthins age 591,/ (except in tile case of dis-
ability) a tax is imposed equal to 10 percent of the
increase in regular taxes due. to the (listributioln.

House bill.--l'he bill would increase the extra tax to 292
11) percent- of tihe amoubit. of the premature distribu- .(A-183)
tion (instead of 10 lro)'eIPnt of the amount of the mar-
ginal regular tax oi fhe premlatlre. distribution).

,Senate alnm'Iln ntt.-!'H Ie, ie. naet amnendlnent left 624
the premature distribution provisions of p)rese-nt law (A-183)
esent ally unehalrged.
5. lVithdraiinq of 1 olhnta)y Contributions by

0 wner-L•iuloyces
House bill.-The bill would allow an owner-ema- 292

l)loyee to withdraw his own voluntary contributions (A-183)
to an I.R. 10 plan before. retirement without. penalty.

senate a(iendinent.-ThO amendment contains 'a 629
similar provision. (A-183)
6. Partnership Pooling

House bill.-The Hiouse bill contains no provision
with respect to partnership pooling.

Senate atnendhnent.--The Senate amendment would 644
permit self-employed individuals, in effect, to pool (A-188)
their contribution limits, so that certain partners could
accrue more than their share of retirement benefits, if
other partners accrue less, and the overall contribu-
tion limits are met..
7. Overall Liinitation-Coverage of Provisions

House bill.-The bill imposes an overall limitation
(described below) on the contributions and benefits 321
which are. allowable under qualified pension, profit- (A-237)
sharing, and stock bonus plans11 1 anniiities: annuity
contract arrangements for empllhees of charitAble,
etc., organizations or of public sehi3ols (103(b)) ; and
individual retirement. accounts and annuities.

Senate amcndmnent.--The Senate amend ment also 636
imposes an overall limitation which applies in the case (A-237)
of qualified pension, l)profit-sharing, and stock bonus
l)lans and annuities. The Senate amendment would
not apply to individual retirement accounts or 403(b)
annuities.
8. 0 verall Limitation--Defined Benefit Plans

11ouse bill.-
(1) Under the. bill, in general, the highest annual 323

benefit which can be paid (in the form of a straight (A240)
life anniiity) out of a defined benefit plan to a par-
ticipant is not to exceed the lesser of (a) $75,000, or



4

(b) 100 p'reetnt of tlie pat-fii'il CHl's average high-3-
vollsllli'Vi•-•t'i" i Ollrn ll.jalliOla from liS hsellploVer.

329 (2) The $75j 0M4 ami t I.n l)0-pereent, ceilings III'V to
(A -25'2) Ie adjt.led i( 'annuilly under Treasury regulalions to

relhe' cost-of-livilng Ilhreases (inll a1 nIIllller similar
to tie way Old age and survivor's Ielle'its are adjustedunder the'soeinl security y law).

31•4:1,24', (3) In tim event o( retirement before age .55. the
(A-2-I1. ..7:,.O011 liiitiation is to be scaled down on ai actluarial

.\-21.) basis (Imlt uiot. below $I0.000). llowever. there would
be no reduction in the tIfl-percent-of-salary limnita-
t ion.

:121 (4) lit general. lihe lIn'efits payable under a defined
A-21 1) benllefit pensionII plaI would not have to he reduced

for )reretIrement. ancillary benefits (such as medical.
deft-h. and disability). lIut post-retirement ancillary
bejiefits. such as tIerm-certain annuiies, post-retire-
mernt death benefits, or a guaranteed payment for a
period of yea, rs would be taken info aeeount.

324 (5) A joint, and survivor anilnlity for lite benefit of
(A.-2-) 1 li, pa-rlielpaafit and his spouse would not be taken

illto In"'olli..lilt he htl ' survivors' bentefil were greater
3-1) tha llthm joint b•ne lit.

(A-2-11 6);) l pward adjol4lllnills ill tjle bnefits tchedsle
(. -l lil he permlitfed to rolflet. lily employee oullt rlbu-lionls to thle phlan." "

3"201 ( TI) Also. the bill )provides a di mlinimis rule, which
(A.-24:1) would allow the plhiti to pay an aniui~al -tirenient

benefit of iij) to $10.000 pe'r annmii1. not withstanding
(he Iliu-perelit lihlitatioll. or the reutlhed adjuIstment.
for certain anCIlhlry benefits, to ally employee, who
hias not partiilplted" in i defllned eollt ilnitlioln phill of
h Ile e('hil)10er.

(S) As a filther 11l justlnn'nt ti II' rules described
above. lth max inium linvwable delied belnelfit. would
have to Ie si-ahld down pl61prlflotluely for an eii-
plovee with Ihlss tthtu It yeall of si'i''rt (or- 1alf
It he-of ).

Sena/e amendinetf.--
titiS, (1 ) Under tihe amendment, in the case of a defined
(A.-2-10) benefit ,pension plan. no deduction is allowable for any

contribution whielh exceeds the amount necessarv to
fund. from employer contributions and the earnings
therefrom. a basic annual benefit, (in the form of a
straight-life anifluity conmiiencing at. age 65) in excess
of 75 percent of tihe par-ticiplAnt's average high-thlee-
conseciitive-year compensatioln fr-omn his employer, tak-
ing into account no more than the first $160,000 of
compensation per year.

(2) There is no provision for a cost-of-living ad-
justment,
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(3), (4), (5i) The otherwise allowable benefit. would 622
lxI adjilused ili the event early ret irentent. benefits, or (A-2.15)
othele' ilnillary benIeitS were payable.

(0) Irl1'a'd adjustinenls in the benefit, schedule
wotll Id rtermitted to r0letl, enlt)Ioyee COll tribl ttiOllS.(7) The aitnvi(menl does not. contain at de miimnis 606

provision. (A-241)
(8) In lthr cale of employees who participate in the

l)lan1 for less thal) frill vei'lrs. flihe nIaximIumn l,('n'-is.
sible bhenelit, is to be scale down lpioporilotifl(1y.
9. Overall Linit~lon-P/e/hied Oontribufion! lPl.ins

House bill,

(I) ITudhe' tbhe bill, fhe annual additions to a part ici- 326
pmlt's account. under a tax-qualified plaun are not to ex. (A-244)
cced t lie leser of (a) $2.*,,OO( or (b) 25 percent of the
paIrlieipalts eitllet.sat ion from Ihis emplotyert duIttrin
ihe eaIr.

(b) The "'annal a(ldlitios" are tile stun for ally yearl
of: (a) tile employer's coultrihmutions, (b) tiht'ehl,,r
of (i) onte-hal f of till emnplovee's Cowt rilblit ions or (ii)
the euhplolyeels cotitribhltiions in excess of 6 percent of
his colnlpenllsatiol, and (e) ally forfeitllres which art
added to the emploWyees accountt during the year.

(3) The $'25,1t00'liniitation is to be adju.lsted an-
ally for the cost of living.

(41) N o correspond jug lir~ttti
Senatet' aneildlment.-
(M). (.2) The emlplover would be permitted to make 621

deductible coulrtibultions sulhicient to funidi for t11 eVi- (A-244)
ployee it pension equal to 75 per('ent of average high
three years of compensation (not in excess of thie Ir:sl
$too10,i in any olne year). This was done in accord-
atice with a forlnulhtinid the overall attempt. was to
Illake the dwelled cont riblitioll plan limitations and
the defined benefit plan limitations as nearly equiv-
alnlt as possible.

(3) No comparable rl)ovision.
(4) Also, the Senoate amendment, provides that tax-

excildible contributions to a money pIrchase pension
plan are not to exceed 20 percedl of the employee's
coIIl•I nsat ion. 11 and aany addit ional atfiiolits cotit ril)tled
on his behal f mutist be'included in income.
10. 0 verall Lndltation-Combinations of Plans

House bill.-
(I) Where a Corporation has two or more plans, 330

the overall ceiling is to be computed, in general, by (A-253)
aggregalitihg similar' plalts (delined conlribiution or
(ltilied benefit.) and reducing tile limitation on olne
type by taking into aecountt lhe extent to which tile
piermis.ille limits are ittilized under flie olhor. If an
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eiihdover iahlliains a defined benefit. and a defined

limitfll a oi'rllIIah tto htfil e l'p of j1lan11 ($75,0f0 or 100)
]ereeifl. benelits forl tlilt, dfiiled bIlelit plan1, $a•-25100
0r 51 )er'enlt (olrltiil)hil tolls fo. thle. defined colat'ili-
ion -lim) ; il addition, the two pl)hls mlust. be ,o011-Ibilled ill vmnllpltllr file overall Ihfiiif~ieil1.

(2) To achieve this pil)l05se, tile bill estalblislies it
folnlil'la (to be apIldied each y'ear to eaell elmplovee)
under which a defltied benit|i 'pllan fraction foi: the
veal' is added to a deillned colit riiliioil phlll fraction.

The fra litoll illil.it's What pollioll tile ,parlttipanlt
hins u.set of lie ilmaxiniiilli perinium t limit foi the din1
of plaii involved. I1f lhe sum oif these fraeliond0 exeed.s
1.4. then oilue or more of flit' plans will be disqualified.

(:3) llans of all eorlirltioils, partllndlsips, o1 pro-
335 prietoi.hiips which are liideoi' coilllOil eo'0t rol must b'
(.\-".,) aggr'egatedl (iisinl a 50-)ppercepit (onib|iiol coatrI'ol test).

, f' l r!i"o/rn mithl'.--

( I ). () I f thIte eoilroalt ion haus both a defined- ellW-
600, (;1 2 lit plail :l(d ia defined enlot rihtilow plan, lhe illaximltill
( A-253) behit'lit paV:alble iinode' t he defilntd benefit plan: Would

have to lIt' rnehliied ill prolpi-tiol0 to tflit* 11ii1oi1i1t of flie
benefit which was funiided ti roglih tihe defined eontri-
hut iou plilt.

(3) I'sseiut illy t lie S aIlas the 1 louse bill.
I I. Otc' rjd L;,,,;/,h,,--S•,e;oji (i.?(I,) ..1 , l'.es

fo' "'eacher.1 Or LoI'ployeY8 of "l'(aId Aa',emp Or-

!Iousc bNll.--In general, section -103(b) nnililies
328 would be subject. to tile, saie limitations as defined
(A-246;) tonritlitoll phins. Ilowever. these aniuilties would

inot have to be combined with the qiillified plhns of
the schools foi' pur'pses of applying flit' limlitati•ols.
Also. the hill woullid perllit vtal(li-lil) funding of an
alnilit y. vo that ill a teacher's last year hlie se'hool
could provide make-uli cootoriibuti6ios for a .--vea'r
period. witliott regard to ilie 25 pereent limlllaiion.

,Se'ituse (1hC1111efl(t.-iThe Senate enllidlelilt did
not a hpply t o .103 (b) annblliies.
/2. 01-erall Rllt~t-At~lo~llcemfit.v

Miou.me 0l/.--iThe bill provides t(lint benefits ort eco-
33.4 (A-258) tribitions ill addition t1 those allowable in contied llon

with qualified plans may be paid or' aee(r'ied on bell f
of till empilloyee untler a'quuilified phin, if tile tonltribil-
tions of ili•t (eill),vyir foi' flie puIrse of p)rovidinlg

suci addiitio1ll tenlefits IliI't not alllowilIth , as a t dedute-
lionl to tile t'llplohver before theyi are inehiwdifle ill tile
gfrolss iiionlit of li'e individuifl.

388,-I19 ,rnatlc ,mendmn'.--The amendment. colntaiins no1wovision to this effect, aild prohibits tll elnIloyer
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from mabitaining a nonrnlailhfd phiti, other thol a
plali prlovidinil.g def'i-red v'OllipellSIit 1l1 for ex.eitlt'ies.

1J. Orpral LIm;1hadon--,S'l, / lhde lW'herc h'ceord8
Not . I AItble

House bill.-''lhe 'T'reasurv is authorized to pre- 335
s.ribe regulations estal)tslshi,.g reasonal)he assump- (A-261)
tions whiCh ImiiV lie tset by I) ite elne)loyer in cases
where the facts' needed to eoral1lite tile overall limi-
tation arO not, known.

Sen'lte iimendment.-I'lie SeitIte illneinldiliplit voil-
tafings ino co01illArbhl provision.

1.;.0 eera'l L bn.hion- (,' i'ltd ii er (Clau•e
0l1o,.e hill.-

(I) The lI uste bill '011(oailis a "grand fiither cliaise'" 337'
for anvl individual who ij. oil (0etohber 2. 19.73, an ac- (A-265)
five pI1irticil)amit ill a hdehied benefit plan.

(2) An emploVet, who elects to use that provision
is Irilitt(,d to iPeeiv(e litimittitl bWinefit which does
not. exceed 100 percent of thlie individuil's annual rato
of comllensatibn oil October 2, 19)73 includingg
bOilllses).

(3) 1 lowever. I lie Ibimetit is inot to exceed the aiinntifl
beiielit whM il would have been piyabl'le to tle part1ei-
pallt oil retirement if all tit' teril's anid conditions of
lie planl in elh',et on (O).tolr 2, 19)73. had remained in

etlecl 11tt il t he mll loyee's retirement, an1id his colipeni-
sat ion taken itloI aicc(unt under the plan for any period
after October 2, 1 ,37:1, hod not. exceeded hi.s annual
Colil)PliSItI ion oil t Ili date.

(4) If. on Octobier 2. i9713, flhe plan provides for a
post -ret ieineimt (butlint j) 'iret liniment) cost-of-livilmg
adjustment. such an adjustment 33)V also he taken
into coimsiheratioln in dhlerni'hibirt p t lie allowablel)euIe-
fits for a piartioil)miitl under i his provisions.

,eiiale amemlflhfenlt.- l lie a1mieidiitenit colmt 135 11o
c)mil•ntrwal)ho provision.
1.6. Jfa.ehmum DJcdiutconi LJ,,d.•--Ja General

Hous,, MI1.- 208
(1) The bill provides that an ilmplover may( deduct. (A-63)

the, aniiottlit lieessary to ineet thie t iil'lilin'fililding
standard (evenl if this is muiore than the otherwise al-
lowalble maximiun deduct iom).

(2) A,\•o. ihle bill anienids the "nornal cost" method
of filliding so that tnfilided past, service liabilities
mayn e fully ainort ized over a 10-year period.

,S'eniae am, )lmlie,.- 388, 403, 631
lI'hl Senate iiheimtllelllipl provides as follows
( 1 ) Same as the I louse bill.
(2) No conimjil able p)rov'ision.
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16. A qgrepate Deduction Limits--lroflt-Sharing and
enIson Ph(ns. etc.

l'resent lawv.-'I'lio oonit rilbut ions allowable its tl de-
dlctionI ill a cOillbiialt ifl I'll oli l-sharitig and pension
phla mliay not, exceed 25 percentl( of tile agggregate coin-
lplladoil to eiiltlovees covered Ilu'r t lie 1hu1. 1 How-
ivier. whltre exc(,.- 'Coilit riitill iolns it r ial1de, I it-se nili.V
1)t, caiuied forwiar and dedttl ed ill succeedinig yeallrs,
alnd wi ih lhluet tli lhiit for Iho.,e AeT's is increased
front 2' to 30 ircelint. Alo, is itithr l wre ,ilt hlw, in tile
cle of ai proitl-shiriig jill Illlloe. the lititatllon Onl
dedtuic ible coliiriit itons is 1O p-trvelil( of I he aggregate

whrwe I(he eiitilohver fail.s I Is tI, his t1ill 1.5-11ipecelit
allowalle. the Ilil:-e pnt llioll.s InIV be carried for-
waII :ind iised ill SlIeeedijl veils,'Ilp to :0-Ilerceitl-
of-il.forleittil-.Onlpenl sat toll htil fo" f i the veai'.

211, 335 MIow .bdt.-- The bill c(olllinutes to alllowv the cari'y-
(A-67, ovelrs deselil)(d oibove, bltt provides (liit the ceiling

A-261) oil dedticitIde Cotllt rilni(OllS i'08 llllillts At 25 ClPeCenlt ill
Slie sutcc;,ee(lilg yea i'S.

,Se'mlu/e aimneibmenti.--The, Seiiilte illiendlnlenlt. con-
lithis i1O coimpil'rable provision.

l'. 7lning of Contributions
210 Howse bill.-Contribut~ions by cash basis taxpayers
(A-66) (as well i1s' accrttial' basis taxpavly's alls indler p'eselitL

law) which are lltade by it, litefo ftl. IIlilng the emiiploy-
ers tax i'eti0ri1 for the yea, ill qiuestioli iiaiy be tratetl
us paid ill the year in illestion.

633 Siutle theniIlleri.---ilhlStililly the same as the
(A-66) Domse bill.

18. A'fftct/e ihics
336 Houte bill.-(1) In general, the amendments with
(A-191I, respect to 11.l1. 10 phins, including the provisions
A-263) inrei'oasing the alinllilt of t lie deidct iblfe coitribliuions

which niaV be made oil behalf of the self-e niloye(l,
tire to ap•ply to taxable years beginiiing after becent-
her 31, 1973.

(2) The rules fieiltlatithig tlie mse of declined benefit.
plans for the self-enllol'edE as well ats the rules inodi-
fying tihe treatinenti of excess contributions alnd thlie
taxation of lreiilture d(istiibutions, aie to apply to
taxablle years begiiiiing aftNr l)ecember 31, 1975.

(3) Iihe new rules with reSpect, to corporate linilta-
tions are to apply to contriibuitions made or lbenelits
accriued ill years beginihig after D)ecemnber 31, 1975.

(4t) The elective dates for tlio new miaxinmum de-
d(hidion miles are the sailme as t the t ,eive, (dates for
ile new finding riles (see Palrt. One, Funding,
Effeetiee Pates, Item 29).
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,8',IUIt' ( lUt,'nth l.--( I), (-2), and (3) (hn'trilly, (115, 625
lit' VII*•Visi~IiiS Miller filt' ;iliieildilletlt :art io take ellt'el A' A-I 92,
ill Vea'. begillolln alfte'r' I)e.elliler 31. 19T13. A-263)

(1) 'Tlhe elect i ve (lti's for th le i'w n11xilnunidedue-
lion rides alre gener:dll lithe sanme ats the effective dales
for thie new flding" rules'. I lowe\'er, the provision
regarding tile t inling of cml rihit il i fl. takes elffect on
,lannnry 1, 1914, is does the rovi.sion allowing a Idt,-
duction to I ile extetit of the reIluiretd finiinill finid-
ing.

EMPLOYEE SAVINGS FOR I RI'IREMENT

A. Ihd;#-b1hh1md I? 61'em ,! 11 . I tof.nt

1. JPedwt't h,u' f d(in' ,r,;om. to ln i;,';tlml li, lbv-
meID/t AccolI(tfl, ct(.

I0o1,.e 0ill.- O.q.

(1) All illdividiulal wh14o do not 1itl'liPta0le in l (a -193)
qultifie'd plan, Ii government. plnm, or it section .10:
(b) annuIIIfity ]i|l'rai•Ia tlriIig the year is to Ib al-
lowed a Imax iI annaI reIrefmlentl Sa vi lig's deduct 1011 of up1
In $.1.500 per \year. or* 21) i''eilif of his (eoh.pipelisiohl
il'lltildli' ill g .ross income. whihever is less., for co(l ri-
but ions to an individlual retirelliell aiccoIunt or for file
I)lurehase of anl individual retirelnent alintlity or a
qualified reti retnent hond.

(12) This deductions is nvaillilie whether or nlot tile
taxip'lelr iteillizes his other h,,deduct ions.

(3) Thlie accontll. tlll., be established Iby tile individ-
hull. his elnlc l, oyer. or his I.Il, or union.

(.) If bot, lliisl,:iiid inl wife t, eligible, each can
urn ke contributions to his or he,'r own inluividilal Ir(.-
Iii 'e i'tlll{ ticeottlit.

Snte){ltll amend/n ,1n.157

(I) An individ(1lf whl) was not. a partiiiliailt it a (A-193)
,lualiiled pl1il. a sect ioi .103(h) annuttity. oi a govern-
nileit plhn. wollid Ie Ipei'nitted to deduclt Up, to $1.000
a year (but, not. iin excess of earned income), or (where
flie employer does not contribute) 15 percent of
t'auIlt't, incomIne 1ll) to a itllXinllllll deductile ible .ont Iibi-
lion of $1,500 for coalit rilitions to anl individually re-

Sirelnielit lcOtlllt or for the purchase of all ililividithll
ret i renei~inneiit. ani't Or 11o1n(.

(2) Same as the House bill.
(3) '[lhe individuttil IVetireiieiit account ' m a1 11 be es-

tablished bv the individual or by his enliployt'r (bat.
Hot Iyv ])is ilihor tmilio).(-t) SimilarI to thle I lidose bill.

'The Hloute hill pravlptona reinling to emnilioyee Pavhagm for retirement are tholne of
(1111 II ouly. Title I lies not deitl witii empniloyee snvOigs for reliremeitl.
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297 2. Indh idual Retirement Arecounts-Requiremefte
(A-198) tJfs bld.--( l) Und ir lhe hill. an individual r-e-

Irth'tti'It Itei'ollllt Is to bte 1 domestic trust, (or custo-
diii accolunt) created or organized hitter a written
illst illitilIeit for ilhe exc elusive bheltelit of an individual
or his lle,'i'irie.s. lltiks iiy11 e rliiste(es. I.I addi-
fil ot her p'i*oni tty 'etve ti I ristrs i f theyl .iatisfy
tliet n1t10 r1111 l'ev'tllul' Service Ihlat tlie I1list will l;e
admliillpi-d in aicotltai(•'e wit h lw.

(2) Tllv grovew-iifl i.lst r11,6Iiti is to provide Ihat lhe
t'llItset' will oit acveet tillltolt. thalit l.it0tP per yiear oil
behalf of an\" ildividhtitl (except ill lhe ease of roll-
over). altd tihi. iltdividmil' s interest in tlie accoult.
must he ,ilo forfeita:lhe. witliiotl except ion.

P1) The I hlne' ill f itdivid.ial retil'riiellnt ne-
coitltit 1a1y gitenerallv In. iliveste.hd il nttv assets tlhat ire
Ia(cepitailde itivest tnli(tits for ii ft litie(d plin i. hiltt lie
a.sset. afre tint to hbt, cottiiiailehI with other 0)(1ope1t%
eXc l)l ill a ('Oliiitloli 1 l-s.t fitlil.

(4) No assets of I lie accoillit may lie invested iii life
itisnu'atie m - .it mets (however. co(l'rililliotns t1t111y be
invested• i lln111iitlylv olill'rlc.i iý.Sllvd b% life in.sr,'lIve
'Omplin•.es).

(5) Th'lle I rust itst t'ttlliiet also is to lmovidth t lint the
ent ire itnit'rest of a pIi'tlelilpilit will he dist iilmited by
tlh dit' of the year in, which he rea•le,. age :c T :, fir
lial di.lsttilitit m , will iti.uii bv that tilm, aitd t ollio ffit•e

atl Iva.A.I 1311l:lv over his lifetiii., (or Ithi live's of tI1epl,:iliv'il)"111 im~i his . ol"i'v).

308,314 (6) 'l'lv' 1ill lirovidh•t llllt t(lhe t tstel of all illi-(A-270 vidinla Il i reltii'elt •i 'i,'luit fo' i:.Sir of :i ret irv'iientaittititiy v) i- Ito rilmci t l :niltoli It I ,o t le 'crel aryw of tlie
'l'rei'nsi V e" r~limril ci '.,litti'l '1itt..i t I. Ite ali'cuiiti or'

a litit iv anid siluch Otlher Itillat•te• :is 11i:iY 1b' prlg'e.iled
hv I'iztil:lihtits. A $.i) pI'ln:llit is irtvi ,,de for cl-t'h
vi" lift 1 t 1 of Ithit repoll ill r ieqll'il I ititoetis, lilttless I I, I io-
hat iill is dui' Io rtas.ontle eallcpe.

,nt.of vlo mg'hfhc.---l:tiV it I t'. niretil.teits of
llve Sente ii ttit'iiit•iieit tl t'rt. to lii hthinditiduil

rMiretilen ievi a'ellttslve arc quite similar to those of tlhe
I lou.e bill: howev.r. lthere are sonile diirf'ernces in the

lippromath of tile two hills with respect to slis ific points
above. jig follows:

58l ~~(2•) U ndher the goveilninl inshll'llineiti. oil~i~ibiilt|iiolls

(A-198) to tile le tiolllt ('llajuiiot ('XI't'd atulot6fils l lit -at'e dedli't-
ibhileithr tlti ret in Vings (elilet bit,.

589 (-1) 'liiv :itimiitihi.tt (hdoes liit p,'ohlliil'hrvestleltit of
(.4-q09) thIe as"set itu :1 i I itfe a t ollllnil.ce i. 1liw 11't, anv

'ollritit 1l iclhi Is lt t I ii t lllvo li t' ir:m illellllil' of t h t .(-
,'o.ll whiell is appldit'l -Io ilhe i)lii'-liase oI' life, hiilllr-
1111414 prolve.lioil 1i1ider tillly rflVi'lir id lllmn l i~llf.,; engow-
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mlent. on' othin' fife illl"Il"Ilwe w.nr(. ,ill constitilte
illm.ot I() Ihe iuldividli'l.

(6i) \\W ith j'e.l11,'1 it) n]'4)llm inl_. Ow I' n ll hldi llpit )ro- ;*I;, .6-4t
vidIPs !.e.e, i nallv Iitha4 :illiliviii u'tl I vem'e4hiivn nt :1l'eoult (.A-21 T)
is 11) 1w, ,.zulhjvc, It) dwL Ipro\isi~ml. .4-: rq in,: it) I'e111'11•

1v%. exempt orpg ivatio.rlt 1 (S,. 611 :13 ) n1i14I tidileillrv re-
1r111ll1•8 i't tr, Ir 4) beI lflhd ill 4'4)illn t lio l with 'ertinIll
r istls. 1111nuilV atnil bond loniih.'lins phins. (zee. 6I01T).

i. I d;,.;,!) ,, /,11ii 1i'I 111 Uii 0,;ltV c- -( '•4,)1 ,11 b'48 elht' 29l9H im~.,"t h ;!!.-- { U1l nld er (h et bill. r elir ellit, l11 sa \'inlis (A - 2 02:?)
1m111% also he, illvetedv~ ill .1an1luitv cot'•i.•alhed ill-

d ivith rlinl- ,ill : lnll' ili).). '
(t 2) Thi,: i- I h be an ii'ilintidivl ui ih. cilract (hat

i.4' i..l,.d h% all ill4.*, '1'4 ,•m lolnY ill the 11m . of (he
pa: l IM'i,'ill:ni. :11141 I Ow't iPr li, 'i 14 11".. ' i llill .tni, con-
InI'let are t) b Il m flrll Il lll'r'h lde'.

(3) The 'i11i IIl* is'li Im'n'ii : lI i h 1 4) (.X4('4) ,( 1 00.'
(-I) 'rl ) l re'l iis Ii t, io . ra . l': i 1.r4.11' 14 and is. lift

to beilisdn'' ' :hl.' il \ 1 ) i'•itra 11oil.
( *, ) 'l'llt i -'0I =e ihiil hi :I I, l ui fe .ill i t'Ihrliv I'i'l'el It s a- 1d

IIo, .qiil'.-(e l ) ill" :II-ilbluio l( Ib a-l ihi l' n' liv 'e teo-

4t)( S'lit)lll Vtl OP l1 i4ii(0
t he )i IAll |1- 1i )O 'l ' A r 1 !') 1 14)1' 11111 it y .Itlis 1 re 'i h d' .-1 Ill-
ais t Im• fit' l ' an illi i vit' ial I(t'l il' : is l l .)(1 (4114' 11 4 . and or i, -

r(lllili Iwsi t e, I'lii' li ll.e ) t art. similar 11. IIt .OIe of lO '
llol, l",. bill. l l•w,,,rt.'. "as al I11Iole.1 lif 1`41!.111. 11114h~r (lhe

St. . 11• 1 1• . allllI'ollvll all :1:111lit % (4' ,411'II |i . OI1ct ' i ie i -

mijledl Il ,x " it. ' 4 -I) l l u'i ''t ill4114' 4li :n illdi-idlal I'refire-

"'lrht, . is, it( ll•V4l~ilbiliol (l- h e.• Ih ts' u of ai life' ,.? 5,9
inq- rrall,.e 4.'1ll'.lt.1 :ll~ 1 ,4 lt 'oh144ilitfil-l na.,i,. ln.• l " u.mA.-209,
t 1, i ,vm I..,' :i . ;,,',i r il l',r ir ja , I ll. iI I ,i l. iIIvr ()I f h ,t A -21I)
ve\' ll S.. I Ihi. in Ii vitl1lal' i- I to, I. i l'v a I - at . 4 11V lia ~ lt• Ill-
€(|lll1). . I4)tiw et~x ellf, of' fi I•ll, 111i1l1l0111 .s appqlied! Io% lrdl.
life insurlallf.t. ~'hu n.o wPr olO the alllllill|
volIt1| I'•lql pledu,,.,ed ns ,-ec,'urh \.

H/owe• h;ll.--( I ) illnldoyer. and laho' lillionls ilre( to 301
6., ole h, ( .ý.-lbli.•h imlidvidlhml I'-M 'eil-e lle t ;ic•ollills for (A.-203)
! h(il' Il'l,,.,i tlhi.,':.:. lilt- S.-Itlnp 1'1llpS 111:11 yo%-ern
inldividiual n'efiroell .lt .:(c(.olllils ,,_,,eral~ly ilve 11 aply~~
(o o ,hiploverl or In 1.1 0 -e,,l abis ihed lleeolillS.%

(2) Ail ellih~w,r. on' union 11,m estab,.la isrh -.1 Sin._,he ill-
dividuail rolr(.oll~l i(,' ll (I-s fill.': ,l it 1l itllllll of" eml -
pIwev..;' ,,w Illemilvr.-. '111,,,.. • ns o" o lile . 1S 111:1%. n beyh,
C(.,mmlil'In, .h l I',w ilive.iivi.ll l~ ll ,..I low,.ve:,. Owr
Ir1-.,.I 111P il (,W\iih, -. .sel):11',11 twq,')lmllijir• for veaih ill-
divhldind p.1 r- ivip.'l 11's iIlllverst l h l~ . 11,•,Irl-l
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are subject to the ide (applicable under prnesent lawto pn1i tid plans~) Ihat t1he' aie1 ts are to b:e hld ex-
Clhsively f!or the benefit of the participalits or their
beneficiaries.

(3) tegardle•s of whether the contribullons are
Ia1de ly the employer or the employee, lhese aoinoits
colnstitute ienome 'to the emplovpe -(which may, how-
ever, be dediihtible, if thhe requirements of the'bill are
mei.) This means the aillaouit are subject to FICA and
FlTA taxes, but. are not subject to withholding if it
is reasonabl, for tlhe employer to believe t hat the em-
lployee will be entlltled to receive aI deduction for the
con( ribltiom.

581) 581 ,S01'7tae Ma1nm/med.--(1) The Senate nhmendment.
(A-198,4 does not contaill a provision allowing tile estlhlish-
A-204) Ilment of uillioii-Son•sornd retirement accoullts.

(0) FEmploxers are permitted to establish individ-
1i:il retiremnlint aecoumts for their employees, and t(Ile
assets of thes aecounits may Ib' couiiiiigled for iii-
vestlment plurposes.

(3) Amounts eontrihlited Iy lihm eiiployer are tax
excludiable to the empliloyeen anld aue not to be subject
to FICA and FITTA tlax;.s.

(4) If the employer contribites to tlhe account. ihe
maximuil contriluition is limited to ý1!.000 a Year.

(5) Separate records iumst be iailiinied tlor piin-
')lover and employee contrlibl)tions. lut, tile interest, of
lle'emliployee inl all colt rilit iolns nust ble non forfeit-
able.

(6) Apart, from these riles. emi llover-sponlsore(l r-
tirenllet. a lcounits are sibjetel to the sillame rules which
apphlly uInlder the Senate aiilenidlleiit to all other re-
ti ienalclcile'oilnts.

5. T'"axaf Ion of pLc.'lrlrml/;tlii.•-- i Cc'lr!ii
302 IHouse bll.--(I ) (OIlmertilly. i lti' proeveds froni all

(A-206) inlnfivilAl ret lireililPut :le'eolilit (hidivhhiil ret irement
auliluty anid qualified rel ire,,'iit hobnd) are to lie fully
lax-i h',to It lile ilidividia l wheln d ist rihilted.

(2) The aiiiouiitis dist ributed frol arI relilueiit,
ai..ouilll, ,f e., a. e ilot to blie eligible for capital gfahil5

t i'ml i t ilaiilnd tlhe Sl),'iiil lve'rigiiii'uh,. iil)l)hicable
to hluiill-Siill distribil iolns (illider sei,. 72) also aire nlot
to) ie availlile.

(3) 1 however. t le hidi vluiil is permitted to) uSe the
,eiieral averagi g rules (see. 1301 ).

(-I) For purposes of hlie estate and gift taxes, tile
amlouts ill ihidivilinl retii'eliieiit .aeeolilt., etc., irie not.
to lhe exelti(le(i from tax (sees. '2ti39(c) tild 20517).

587 ,Xenale amendnient.-Iil geimeral, Ithe riles with
(A-20)0) respect to taxat imu of" dist ribill iilis Itre the smile.
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6. IPrvinhlre Pis.h'butloils che.
I loIie bill.- (I) In the event of a pIrenllutire distri- 30 7

ilnl ioun r deeel d i sl ulie t i'llt ion) font tlite account, be- (.A-213)
fore Ifhe individual rea,'hvs age .5.M.,, the individual's
income tax is to h'e in('ret.wed by I) percent of the total

molliltt of the (list 'ibhilt ion that is iiieluded Ill his gross
iiicoiIue forl' t I axah'\ble

(2) The lax on pleimttllir (list rilntionls is not. to
alplV il f Ill, vase of dist ri'ilititns I4eealse of dentali or
disafility, or to dist ribtitionts of excess . t conribm-
ions tiahl witlill Ih litme fi r l tlipig Ilie idl(lvi(ldal's

la et lfurn for thp veti ill whiclt lhe excess coitri-
bilt io .•s f t'tll'.

(3) if an individual lmorrows money roim niin il-
(i vid(11:1l ret inw rii ,, cut. tIis would •,,ierii ll eon-
slitutit a pruhtilbted ti':1nsatlion. fiw etlite accolulnl
wOUl Idlieu In' d is..:i I ilh,,I, ind lhe porlit .iciptit is
thelt I't lv xel m as if hv haul received a distriblltion
of the fair iar1,ket valii, of all Ihe lissets ill his ac-
counl. ()i thlie other iind. if lw borrows money, using
his inlittcrst ill lie ci as securtY, ti lie 'irliou

:ised as sevuri "v is to he frea!el .:s a dist rihllt ioni from
the ;t',ount tit ilhl indiiviulilul.

(4) Ill tihe case of individual ret liremenlt aniiiii, its
the bill pro•ihili tle owner of filie, contract from bor-
row'itg 1uuolley from I le illsisrneillee comlpiln issulillg
I lie Coll rnt. or otlierwise using I lte cont routl as seellr-
itv for a loan. i f borrowings (lot's ocetlr. tlit' 'onl I'acl is
t(; hlse its ,[oa li lheat iou as ti individual retirelleit,

mluouity. atd Olwt ic divihital is to) iheldhe ill ilnconlW
fo tl %h(leIt.r Ihe fair nittr.et valie of thie ('otnltact
(dleterli'iid uts ,f tile first dav of (h1t:1 year). If Ile
anuityli v ('ltn rout is sold, exchiuuged, or liypothecated,
lit' shute ('Olt' (plelles irt' Ito ocell.,

St airfl ,,1mhmlen .- - ( I ) The addiit iouu'lwivonlie tax r), 5,S9
(l l)Ir lnitt t'(l Iist ribulions is 311 percellit of (lie dis- (A- 2 13)
friil'it io (rat0heim t han 10 plercenlt its Iiuh'r Ih( llotIs
bill).

(2) Tilhe. lena(lty is 11,I. ililmosed in the event. of
dist riluitjos oil acountl of death or disability. Alo

it'- tax is niot imnposeed on all\ rerfilid of exess coli-
tri'ittoions whlich wero utot willflilv Inade whereass
the liouse bill allows it tax-free ',funitd only' if tlhe
refund occurs before the due (late for filing ili, rele-
valt ttax return).

(3) If all individual borrows toii(,., pledging his t!i0
inlteret, ill (lie accotlilt. Or aillilt V as security, t•h por- (,A-209)
lion pledged as security is to be treated as a distribti-

jion front the retirement account. to the individtital.
Also, any cotlriluition to an inldividulal retirenlieit.
Ittc'lilit, or' any income of tlie aceollunt, applied to ihe
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purchl•se of life it.siiialle protection fll(](-]- t•ily re-
l iretletlit, ihi&otlie. etldowillelit or other life insurloneecll'-act i1.s, will vollstliltte ilneollip (o the individual.

'liheso trt'lO.tltliot s wouhl 11or distltllify tile accounlit,
blit di.st ribihuoll il ithe form of Ihorro;%viig prior to
i ;,t ea.') wohild be stliject to Ilhe :.0-1i'rvelt penllty
|InX.

I ) No voilp trable Iprovisioni.
7. a.vat;nn of IU;i'hl /.'f'hI't'Jfl1r t .. "e (ountlt.1, etc.

3101 Ilou.'e hI!.---(I) (meurartillv n individual ret iremient
(A -2 10) ItceoiIt• Is It 0 ' xe"l'j1t fl'rotit l"derhrl ""X.

(2) The tit related Ilhtitiess inviolie or 1Ow ieomilt., if
.liy. is to I•eistillijvel to tax h .ttler'-ectl 'o di 1.

i:) Thw hbilI also applies t ie exisbling prohibited
tr'll.:14ctioln itlle.s (.5,*'. :111:3I(b) . 1d . ''e.. : ) ) o ill-
div iditol IetI lrvnteit ''eottiils.

(-0) I lowe'er. i I l va.:ise of u:itii oP eOrnllolve',-
sl)t•sorIed occ.ttit.t, where, lithe is all imldividtinl e nviie-
llnclt ti'vollill ttll'ltS ('ov'erihlp Illo1'p I lilll{oip (ell eployee,
otIvil'l employ e wIit 'tI'i el it ihe jp'oliiltilpid I i'Ot-

ltioll will he i.eht'lbzed (i•.., only his omietot will bedistialldilh, l).

(G) I f lihe empiovet' is I li. p'i-rt% entg!ihttg ill i pro-
ldted l lt l iseict tohn. lie aciptt ore not pel lizod
ttler tl.h l1ll, bt. thlie etlopl'ver is to lo.e all dedu,,t iolts

four 'olllipeltalioni to flit- exlt ut of I cool. rlilliotns Ii)
ihe 'e 1 iret,,qiti t'.votttit ill Ili,; I.IXtla xleh veal in whie.h Ihl,pro-hihiled frallsaf-fi.ll . ' Ilr: a d fill- all pr'ior 011111

St )Wh' m'nur, .- (I) (-,) (•' .11111 le asIlouse Ibill.
(:3). (I). ald GO(:1. ) T*, om tltits wouhl 'lso lie still-

jvdt If) Iflie viatllle tItllivldietiwl riles with I rtesple Ito
lidiirw r,.po.sihi.lilY (whiel diftfer .lt•ishlai1tilly

fl' ie I of Ill;,-ttt It wv wit Ih eicl ieit. l prohilitel
I r:Iti.•t iulis). A k 1:t %. ilt illit re.tl who iiil ii ilnhe. itl a
viholtio.i of these rides is to lie stliject til l exci.o
H X.

311 8. I.'.'.eer.s Conhirlmbtons
(A-'2.2) House l/;l.-( I) I i gnelterol, no eontrihlttionus in ex-

ce.ss of the dedittlible'lililts may be made to anll il-
dividlial ret irellenlt accoillit. etc.

(2) Where Stch cotnt rilit iolls (10 oelcur (through ill-
adlvel lelve or0 otherwise) it retirement. savings dedtle-
tiot is iiot allowed for thlie exess.

(:1) 1 I excess- eontriutt ion, plhis eanriiuigs oil lhe ex-
ce.ss, aie (list riluted to it1, ie ividi'itillo later than Ile

toe fr I lil t .. Ilie etoph iyee's lax rettii rot It. l erii
ill qllth': ioii. Ihe t, excessl t(iltl itit iolu is notI :Itililet (.,Fee
poIint (.I ) ) bIi I hte alii t.t i f ally, 0 ie tolalbl to lhe.
Imrl ivillcli.
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(-I) If i timely (listrihlttl1n of (he exess cont rihu-
lioll is not nIade.: -I itnoletli-hhib.e ey-ise tax equal to (I
Ipeleentl of I lh.e x'es.s voinl rihlliltill isr Imposed fill tirolk,

Ve'ai r.ile|li i il(' 551'.' 'veilr li 1) iong its there. iS tiIl
exe,. Tile tax is pavpblw biy tI •ie uiithilIal oin whose
i'luiil fI lie exce.X.; 'olt rihliitll wais tIllde.

(5) 'Il'le iilifivihd l ah 1 ill. Witldratw tile es(:'. (con-
Iribltitin after lifehtite t•it'h for filing his return, and
eliilnlhte flite G Ivenrt, excise lax for future vetrs.
Iloweve'r. Ilie wil liulrdi.a ii amun.ts will lie sllhjrct to
(ax silve I lie 11 lvtdls hisii ill (lie neeollilt. is

lIwavs Zero) :t111l will al.so le sil jt'.to I1 10 l4eri'(eintMuiliii~nflI tax if the wil!dh-aw'a! eon|•lillilesr al pre-

itiiit ('( (li.t 11)11lon (l1, fore age 59• f).('!) No i" t relirnellt l .'ltl..s ,helu,'t ion) i.s to he. allowed! 290
for eolitriblitioln iiiade Iluriug.r or ul'ler tile veir hi (A-19i)
wliiehili lhe it(iiviu i tt.hI t :lIIsae f 01.or a id aill stidi
.ontribut ions .are to he, treated nIs PXVVtzsr vollbrihlittom.

Senate (ImendeN.-(1), (2) Siiuilair to the House 5841
bill. (A-222)

P:) E.xe,,Ss vo~lihu-ilitills whlich'll ar otlad mJ will-

fully are (o ihe reft'undidI to tile intlividltal (wilh ear'n-
inigs) within six tinvitlis atfler notlive of the excess
Conlt rihlllt ion is Sent I, t"le Internial Revenlle Service.

(I) If thli evxe.: E4iitirihltittbs avi'e not repaid. Ilie
t(ev llilt is 1,l h I, lis.lmlt ilI fi ll- Ithtt yel, al ilni I :ill Ifillit f'e

Avtai's. Ill thi.s case'. i li' blslil'e' ill Iil W114111ii1t w lotld
(reIif41 l: oust it lte ii11e toillE t, tOiw iiidividiid lal.
(5) If it is fotiut'~ I I11:11 tile t'xiess.. vontii'll tnt ionS u

mllade willfl'll'. ill,' I:Ixl):ii'r.'" iiit.ntsi iii all idl i•'idlt:i!
retirement a('olt1iit s is Ill be dli.ltilitlel to Il limi and lieis lnot lobel~'l elillted 14 I,' slalldish ll :111her. I'eirellleilli

.1'Et41111 i or f i I ri. •l -I " o tive' years.
(G) SiiIiln r tIo t he I bust'e 1W11.2

I!. /.0,"11.--.A fhler Ilte lpartlliipalit Ituis aht tiieiil :lt (Ar1)
701)', an exc'is-e t:ax (of 50 piercenit is iimlpl•sed on lile
illluolit. if alny. I)y whiieh t lite amount of Itih (lisoti'iu-
tiolus fr'oin tile .I(:(.o111t failed to equal the milnihmilEl i.t rihtit on (.ts de ermnined'uH• iider reg..uhatioits) re-

(iuireld for the Yeatr in order to satisfy tihe agge 701."
palyolul re(litleil'eltis.

ES', Jul/C ti/ii/ui,1 ii!ii/.-A-. flei't e at laln excise tax 592
of 10 lI)ereent 21 year is inloilisedtl on llinltl p'riioi'tioU of (A-.22-1)
aill inidividl'll l'.s ae•oilt (v liled -Is of Ille In'elinh lug
of (litl'- : txable venr) wlli eqllslls It lit' ti o bet we'li
Illt :ullotllill% whi i'ih was I't4lhire'll Ito hle di-4t rilmilied d.iii'-

f(ieiurally. ill iImIi lu fttliil iti l ultrel d to) reele .'i ihdiuelliauu f(or enntrihilmiuili
I I' iii lull'y tone Ii l l El i r el ul.lr | atwol lll hi f 111" : i lly one tialluli Yeair, o:%e' p ju wuheure tih ie m l-

.1y,3 IO'l ers or Islavet PoElet,| o I. t uiiirhitg the year woth nil etliiiiY,4r wit' 4.omllrilii,.esto, lill, ImIlll bhlal rei~rvitmlell arl l.lll.
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ing Ilhe year, and Ilte liiiiililit which was a luallv
dist rliltted. 3 "
10. Tox,-f ree 14,0110 vrs

!I0.1.v bill.-
30i,:311 (M) M.1oteV or Ipr'opety 111v % be dist rilllled from a
(A-200, tax-qnlifhlled plan or from ani Indtviditfl retirement
A-23,iI) account. to the pliti pillrlilfiffit. on a tax-free basis, if

this sIame IIIOlIC or l)rolwIlty is r-einvested by lie par-
ticipant within' 0 days il a1 utilifynigo ii'vidthl r,
I i rI'('IIlIt fleeolliltl

(2) in the efla of disi rihltions fr.om a qualified
)lnn, lihe distribultlloil m11.0 ocelur on aenounl of tlhe

Iidividhal's sepalration fromi 5ervie and within one
taxalle vear1' to qltll fv for Ihis trealmeiht. Addition-
ally, Ithe' pait icllAIilt IIi;'IlA li n'ive his elll iire interest i
timeý plan.

(3) Also. in the ease of1 dist ibmilt ions from a qtlhfldllod
lanl, thie illaollunt conltrlilittd t1,o tle individual Ireire-
mlIlnt. 1imo011111- is to lie illw nniuolnit received. lef. Ile
1amoumm1 eoiltrilutted to flie plaii by the individual as
all employee eoll ribilt ion.

(4) 'Tax-fivre rollover's bet ween inlividual ret ire-
ment aecoutll .; I11may ocel r only onep every Ihlree yVear's.

435,591 tScuate aedmhcm'.--The provisiomns of the Senlahte
(A-206, amendment are as follows:
A-231 ) (1) ubsthul mlivly the aile as tile I louse bill. In ad-

ditll1. however, reinvestlmints may Ie made on a tax-
free basis ill anot her quitlilhtl phaili or ill Ole central
Iortalbility fieid. Eturth ein'oe a emon ls equal to (lie

(.ei ploveyies owln volinlit1ry noll(tthuliillih eit 'ribill iolns
to(lie pllt need inot Ie re•mlivetled.

(2) Sik.stlitithilly the samte its f lie Ho.use lbill. How-
ever. tlhe tax-free rollover is a vailable onlly with Iireslct,
to completlhlie disl l'lihutiolns from a lphil tlmlt occllr wit h-
ill 12 monlis a fter vermillion of employment.

(3) A nmloillni equal t• Ilie eniplove.'s own volll1tiary,
nollediic lile contributions to the phu1l iiiay be reill-
vesthd. hut need not he so.

(4) Saimeas e I lite ouse bill.
1/. Quid;fed Rc!;rement Bonds

09 Hous.e 1dUl.-(1) l)eduet ilde emnl)0lovye .avingis maiv
(A.-l.21) talso be invested ill a special retil'rlleent bolnd to bII i

issued by the Federal (Go•nmetit ent. Thie holds art to hi
issued tfiner tlhe Second libemt.iv Bond Act and are
to provide for thel aemtmiiihlaion" of interest tultil tho
I hio of redempltion.

For eatni•ple, If an accountin itl a value of $1.i0o. ndl $10o wnsq required to he l•ls.
trillited In order to sat•llfy the age 70 '1 payout rt,,ulrenmenls. an1d $10 wan ,istrilhutled, fhe
inallty tax wonld etunl $1S0 (90/101h.,t or 90 piereent of the requilrd dlltribution was
not amade: 9)0 percent of $1.000 eq",ls $000 and 10 percent of this amount eiiunts the
penalty tax--So9). Ity contrat. tilderthie house hill, a tax of $45 would I* payabde ($100
required dlitrlbutlons nilnus $10 of actual distrlHim(onsi equals $90, nnd 50 Percent of this
amount Is $45).
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(2) The bonds are to be issued inl the name. of (hl
ill ividuhl on whose behalf th0y are, purelased, and
cannot be. transferred or )Ih'dg(ld under any Ceircm-
sthanes (except ii t lle eeint of deuth ,or ineolipeteney'.

(3) 'I'he. bllods genietrally 11ayN be .1cashed only after
(ihe idlividithlI has readied Ihe agef o1" y1/, yearI's, or if
lie Iiecoiiis disabled.

(4) 1 however, lite boid mniy ble redeemed within 1E
imonthus of its pihvlia.-e with•lmt peiilty (and with-
olilt painleit of interests) alld ill Illis ease ilie iilivid-
uial is nlot entitled to a dleditetloil for thlie ecmit ihlit loll.

(Th) bondhoIds are to eea,., to be, ar illtere.- whll t(ile
iiidividial reaches ageo 701,4 and the indiivIdlal is ,also
required to ltake. ay of the londs lie is still hling
into illcollme evell if lie does lot cash ihell ill.

(6) If tile owner (ilies. tle bhilds ceasle to bear ill-
terest live Veiters a ft•er his detl Ih.

(7) \\hIni, ll ite bonds are redeemed l, tile. full pro- ,596
eeeds of tile bonds ( iiicllhng interest ) eoiistitiltes ill- (A-028)
come, to (lie iidividulal (exceptel ihen lhe bond is re-
devlled l itwilhl 12 Iloilills of its llvimllhse.).

(8) Ilowever, this iiiconle, eooihl be treated under
the. general averlagiig provisions of thie tax law (sec-1:301).

,S' flhu aonendmneid.-lThe provisions are es.ientially
(he saille.

12. Other h',h.cs
Thw.e b~ll.-(1) The I louse bill provides th(nt the 315

plroceed.s of iildividlial retliriilelet accolUnits, alIuilit es (A-227) 4-
ail bonds are, to coilshitiit retiremleilt income for pur-
poses of the ret irement iincoliie credit.

,S'eInaC atemenL.-( 1) Siimilar to (lie House bill. 599
(2) Alsoth. ll ii imelimel. lirovideilnit contrbuI- (A-o27)

tions to a rel ireiiient account miay not be used4 to create u',
O1 i licr'elase a net opei eating los.-. ( A-23 I)

(3) If i ret irelielit .vioiilt or amlnuitv is trans- 5 1;
feared Iltr.-sllt to a divorce settlement. tile transfer (A-21()
is not, to be taxable ulder (lIe aimi'lheldt.

1.3. E/'Jfee e Dates
House bWl.-Thlio deduttion for retiiremnit savings 321

is to be available for taxable years beginning after (A-23,D
December 31, 1973.

Senate amendment.-Same as (lie Hlouse bill.
BI. Salary IRi'eduction lans arnd Other Mlatterr8 602
1. Salary, R edueion Pl/,ns and Cash and Deferred (A-236)

/'ro/t-*Shanqg I'/a.is
Present laihr.--(, inerallv, under present law, an

emPloyee is Iiol allowed to deduct. ailloillits which lie
conlrilmles from his own filnds to a reli remuelt, plah.
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While all enmployerls qualified pilMI "Illy allow elilploy-
e((s to coil iMhllltt I heir own filids to .lie1l411, 11o (ledlie-
lion is allowed for hOwsp cold ribillions. H lowev or, tho
iliwollie earned oil enIipllOee colltrlititlllons to aIl
eluPlOver's qu(lifitId plan 'is not, taxed until it is
(list rilitlted.

lin tht vase or a salaryv reduetlio plai or a cash or
deferred pIrolit-sharillg* j)hiI. however, (lie Internal
ReIveeiii Service lhis permilled etimploy'ees to exclude
fromu in•oile aiuioiuits cvollril)I•ld l%: their emllploy-
(r'l tot lie plan. evei whlere the solt' ;i of these naimoiunits
is (it' tluljhlvt, s' agreement to lake sala'v or hoinis
reellictioils o1' for'to salary ilwvills's. Ill itle case of
i iash o0r defeIrred Irolit-0l,:iill-s iu plan, the e(lillo)ec
gticrallv hits twe elehlit n to lake a hoiuus currently
Ill cash orp have it, deferred hvY avilienlit. ilito lie plali.Ill the vase of a sa!iarv redu•'lioii plan1,1 tho elliployee

gelnelt'lv agrees with'his'li emphloyr to reduce his sal-
OrV or torgo a salary ine'rease which is coldlibtited
ilto( a pension pianl tfor his e,'lttit. Ill eit lir case, if
fle ph)lu iit't cel.taiti Iiolitil'ri illation rcIqllilenlelits.
lthIe iitelriil Re'(iie St'ruvice ill tile past had taken

the position that, under verltaiii eireuu.mst-ilies, (lie

pavllnrlt into lie phila would he t renited a. an fluliplover
cjit I'ilbitid, illot t.axoldie to t le vilulpoyve uilitil I•,'ii.-
fits weie re1eiv'od f'oili (he ltali. The nilaxilulni alii461t

ihat Couhld e so t1 created iinder a F.hlar v rediictlion pi11a
"oiieiall' was 6 l)tirt't'elit of .o111)ill.Sat io1. 4

()n Decemhber 6. l9.2. tihe Seir'vice isilile1 proposed
regilatiouis (37 Fed. Reg. 251938) wliih Wooldl change
this result in the case of quailihedl pension iplais by
providing that a1iionlts cootlrilhiitd to such a planl
it. I'H-II1'11 for it I'edulolcln ill (Ifle ellip~loyve's basic or-

regular coimpesation, o01 inl liei of an increase in
si'ci compl),Usaltion. will IN. 'onsidtel'ed to have heeni
couit riliited b;y lhe 'uliploy'ce and conlsetillent'it will
be taxalie iii(o11ie to the efiiihloY'c.

pli, I1'OpOsted i'cuiations w'oiihl not affect lie tax
tr'eatmUieiit. of contributions to cerlaiui qualified pro'fit-
sharing phlns, where the tolitribiedteti alnhloiis Coildl
be rte•eived as a bonus: however. it, was indicated lhati
there would b1 recouisiderat iol of tile rulings per-
niitt inl,, exclusioni of su'lih profit -shari.iig, Cont ri66u ion.s.
(Rev. Rl. 15-1t97, 1. 8-2 (l.B. £281- ; tRv. Rid. 63-18f0,
1961•,'- C.B. 181), Rey. B ul, ;8-89, 19,68-1 C.B. .102.)
Public lieariiigs have been held on these proposed reg-

4 In tile enst of enldioyves of tax-expll, ciharlniahle. ebihwetioni. reliclot•s. eti.., oranivna.
lions anli enllpoyees of p1tille eduei:llonni irnsllliiltong, a specifl' sInltidory ioroin'lon pro.
vihii. for entpl.oer contrib, utrins of .ll. it 20 lpreenl of compensation. ltner years of s.rviee,
repileepl It% nimnmins i 'revinlsiy contributedd lib iti e nplavoer for nflu.nI " ronlracls ol n ia x
exehtilletl b.*slit In tile entiployves (see. 403110 ). Thip regullinomns Iinilder Ilie stallble nllow file
cinployer conlrlibnlons to lI, initle iuhlir lhei,, sintry re'diielinn pilns. Antllll.-erhinhitnIon
provvi-lons (lint nppily generally to qunliflepl Idans lo n ol ntily to those lox slielierei annual.
ties. Neither tile` bill nor flinpt iamendnl nneel lie tnx tranlnienl of these contributions
(although limils are applilti to thein under tie ilous.e bill).



19

ulations but regulations in final forin have not yet been
issued.

Iloi,' ;LhM.--(I) Fluder ithe lloIse hill. lihe proposed 3150
T'1reasuzry re ulations with respect to salary redIuetion (A-280)
plans are to e withdrawn.

(2) No proposed regulations are to be issued in this
area before .Jallunrv 1, 19h5.

(3) At. that point, if (Congress has not acted, Treas-
Iv ma, at its dliscretioiI, issue a Itew set of proposed
regulations, which mlay or may not be similar to the
regulations which are'to be withdrawn. However, if
regulations are. issued. they may not become final prior
to Marth 16. 19T., and may not be retroactive for ill-
come tax pIurpos(s priorI to .Jhuiiilary 1 of that year.

(-I) i nt iinw reglulatioiis are issued in final form,
the law is Io lie aduninistered in accordance with tile.
le,.(,al princilles which were applied before January 1,
1972.

(1) (Cash or (leferr1tid profit-shiaring plans are to be
treated in a similfir manner. 1)unringr the period until
new regulations are isued in flnial form, the qualified
stat is aind tile tax trealtnent of conitriilbitions to such
plan is to be governed in accordance with the prim-
eiples set folth in existing revenue railings. lHowever,
if ('on.iress (loes not net. "1Treasurv mimay change its
pre-19.2 positions on thme law in this are-a by regula-
tions, so lo1g as such changes (to not become filal
before March 16. 1975, and are not retroactive prior
to .January 1, 19T5.

(6) For jIllrposes of the soial se,.urity taxes and
tile Federal withholding taxes, ( I latiions atre not
to Iie ret roam- i e.

(7) So-valhld "eni feteria plans". under which file pmi-
plovee Inlav have it choice bletweenl (ah and certain
friilue beneits saute of which may l bv nonl axaIle. are
also to lie governed ulndier pre-19u2' principles (dllihlng
this period.

S,11d 1/0,IM'Iulfim hI.--( '(ill rilol ,-s ma'de a after l)e- 639
cemhiner :11. 197:. to a quuilihied plan ill return for a ( 2_o80)
redhct.ion ill file eillployee's cotnilemilsatioll or. bonills,
or ill iien of ail increase ill sileh Comp)ensation oP
lollnus. would be t related for Federall tax pullrposes as
niolexchiidible employee conit ribut ions to Ith plllll.

A. mounts D.Prs.nuucudl is A'mplo!/e ('Cot ributions
Iloo,? l,1l.--(I) To clarify present law. tile bill 220

prmovides that amounts conidlted to a qualified plan (A-A3)
after the (late orf nallit llemt are to lie l l'Atled ais enii-
ployee colt rihut ions if I heyie are, desigl:tded its eiuipboyee
110it rpil i 1611, iullider t lie plttt.

(2) Thiis rille would not alpllvy th governlliment
61hick-lu) plaits, however, where the Colrli ribt ion is
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paid by the government, with uo withholding friom
the ed1plt)eeI',.; salary, and these am nouints wohld be
Created 115.4 emphlo-ve contrilit P l)ls, 11o imtiitero how
designated Ihide. tihe plall.

639 S'cnie, aUnhtdi(.-( I ) The rille is the same as to
(A-83) dtesiNi4laled collt rlhtbitolls (except that dw I tlile applies

to axalile Veilrl Iwgirilliig after 1)ecelliber :1, 1973).
(2) T'here is l10" -llle proidill lian exeeption for

goverlnnelnt pl k-up pltmls. "
3. lt/cy!rathm. lWith. ,Social 8eett!/

lloum,;Ie l-\ disculssed above, title I and (ith l[I

of the lh' se bill p,'ov'ide I halt llanis 111flv ht l18se ill-
erIleaes ill so.il1 se'uri 'y lIenieit levels to ;leI'ease pllani
iient, ils iin lie ease of retirees, or individuals wlh se p-
:irale flOml service prior to retiremijenlt. tee Part ()le,
Vesting: iteii 2).) It adhliti-6i, the Ways and Meanis
(C',iiiiee report (page '29) proposes a studb'. (l ihe
Committee. of tile isIlle' involved in fhlit- iniegtgrlt1io01
of private penisioii p)hfls with lieo social seiuriht s's-
tell anld directed tltill 110 fi'thi lien iltegratlonll of Soc'ial
se'(t'itlv aiid pension ieeii(s should be allowed by Ilie,
Iiiterinil 1e't'elitie Service, at leasi,,t itil .ittle , 30, h.

,Sdulile amcmlme,•.-No eomipaIrable provision.

LUMPI-SUM DISTRIBUTIONS
I. os-1;. /ortlont--Ord/h~lw'!! home--A ,'1-mgigaf;nr1 P ore - 0rt/on-L0 PI/ot.I-I'efrm Capitol (hihis

House. hill. '-

3414 (1) A luitp-qnl- dist riblution ntt ribhfiable to post-
(.A-273) 1973 plan 1)al1icipat ion is to be taxable Ias Ordinary
338 iltonue-
(A-267) (it) without regard to the taxpayer's other income
338 (i.e. ill a "sel)(al'ate Ib'a-l -) t
(A-267) (b) averaged over 10 years: and
:338 (C) ivt' tax is to be (.O6il)ulld using the tax sclled-
(A-'6 7) ale for lnmiliuTried individjils (whether or not. the
316 taxpayer is larriod).
(A-o75) (2) 'hat. I)ortioIl of the hitnp-sum distribution tlldf.

is attributable to pre-197-I part'icipati01 ill the plan
is to be taxed as hong-term capital gain.

314 (3) Where the partieiaiifit has service both before
(A-27.3) 197-1 and after 197:3, then the amount, attriltitfible to

the post-1li73 service is .hie total taxable (listlilIition
f inies a fraction, the ummerato'rof which is calendar
years of active participation after 1973 aud the deno(101-
imotor of which is total 'ears of active partieiipati6i.

617. 619 ,cnate amendment.-The Senate ainendiuenmt is es-
(A-267, senl ially tile Samlle, except. that the averaghiflg is over 13
.1-275) years.

','he louse 1ltl provisions on h inp-.im illsIrinlitlons are those of title 11 only. TItle I
uites not deal willth 1Uinp-ululn ilstrllaulllns.
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2. Deflnition of Lump-Sun Dishribution
House bill.- 341
(1) T ile bfill 1111 , nds prese nit law to Ip ri'mit it hi nll - (A -270)

sum (list ribiRt *oill to he Iiaide to a colllnllon-hlw employee
after li attains age 59•iý,. even though lie lilts not left
his enmploy'mWnt. (Utnhdei present haw, thel age 5I1/, title
applies oiilv to Self-emiIloyed pelersons.)

(2 The' entire balanced of the employee's a-Cooatit 343
ill the plan imist be (listribluted in or(ler for thle dis- (A-27')
triblutioti -to receive liml-Stim treatment. For this
purpose,

(a1) all trusts whieh are part. of a ph11m are
to le started as a single trust. and

(b) all plans of a given kind (i.e., all pension
plans or all prolit-sharing plans or all stock
lioltts plais) maintained by tile emplloyer are to
le treated its a single pllan. ,

(Ui'der present law. a (listrilition generally is
treated its a unp1-sinn dist ribltlon if it clears, the
employee's balance ill a single trust. even though there
are other trusts ill that p]]latn an1d eveel though tdint em-
ployee is in several plans niauintained by the same
employer.)

Senate amendmen1.-No comparable provisions.
3. .ulltiple Lump-S.,ni Dist ributions in One Tai'able

House bll.-A taxpayver who wishes to use. the spe- 342
cial averaging and capital gaiis treatment. described (A-271)
above for one luuip-snn distribution, must, nse that,
treatment for the aggregate of the luip-suin distribu-
tiolis be receives ii hat taxable 'e'ar.

SC10tIe, almiellmCnlIC11.-X-No Colriltlbhle provision. blint
lhe intent is I he same.

(t. yrtqiIlion of IDifriibulhs over 6 Ycars. 339
Hloise' bill.- (A-268)
(I ) lit (eterinhting thel(' correct tax Ibrakets on the

hunip-slum dist rilaitions to a1 revil)ient (luring the cur-
renit taxable Year, all hunp-suun distributions to that
reeilient (luirinig the 5 Inrior taxable years are to he1ag09 negated.

(2) For this purpose. only distributions in taxable
years after 1973 are to be taken into account.

Senate amendment.-The Senate amendment is sub- 618
stantially the same as the House bill except that the (A-268)
Senate linleidliienti does not restrict the aggregation
requirement to distributions ill post-1973 taxable years.

6 . Treatment of Distributions of Annuity Contracts
House bill.-
(1) Although a (list ributed aniiuity contract itself is 342

not taxable, the value of the annuity eontiaet is to be (A-271)
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inclilded iti the aggregation coinilitation in order to
deterlillne tile' tax rate on a taxable hinp-stilii distriblt-
tiom.

3-12 (2) Fo'or pirlposes of the aggregation computation,
(A-269) the vahile of thei anulity contract is to ho its fair

market. value.
(;19 Nen','tae oniImli tL.--The Senite amendineilit is es-
(.\-2r9) senti1lly lile s(h CA eP, PX'ept 1 aht, ile I'tille of (lie auiillity

volll Iao |4) he, takeln into aveouIII, is I he. cash surrenlder

value or tile coiat.et|. ol, liew daiie of disrihumlion.
6.(..Vwm, r of Ib'l(on.'

3.10 I/0o1se U11,7114l, special averaging treal](enpt. )tiy

(A-271) be elected freely Iltitil ill etjlployee reahies age '9i.,
after which ony one election may be made with re-

spete. to that. en1I)loyece.
Sýenal, ame nulmet.-The Senate amlendmelt does

niot have pil elect iou jprocedilre. As a restlt. it makes the
above-(lescribed special averaging alld Capithil gains
treat ment. inaidaltorv for huinp-sutit dirt rihutions and
doe.,; not, limit teie thijinher of t ines this special treat-
tiielit may ibe used.
7. D;.hh;bltions to Tru.tfs

3-I2 House bill.-(1) A trust may elect the special aver-
(.-71) aging and capital gains treat inent only if (1) tihe use

of the trust does not, ale'ct. the iicludll|iljiv of thie dis-
irihlition ill t(le employee's gross, estate, and (2.) the

trust is the sole recil)itmit of the entire Ihnllice to t(le
Credit of the eml)loyeCe.

:1 I0 (2) in general, an employee must be regarded as tho
(A-269) recipient. for pu')tpo.es of (lie requirement, of agr'ega-

|ion of all lum)-sutii (list iilr tions ill a period'of six
taxable vea.s, even if lie o' site values t(le dist rilbitioll
to he inlade to a trust, if Ihe eliIhloiwee tetla-lis sm'h ati
lii rest in the trust - is would reqijl'e, his tixal ion as lie

suhstati)al owner. of Ilie trustl lnder (le Imesentt lax
rules even if the grantor of the trust is technlically the
employer or the plni.

Senate amendment.-No comparable. l)roisions.
q. L1;ump-Sam, D;sth;bltions to the Sclf-A/-l/IIdoy/d

314 House bill.-The same 10-year or'dinarT income
(A-273) avelaltig may he electedfor (list i'iitolts on accotit

of plal puii' I iellpat ion by sel f-employed persons as may
be elected oil aecoutit. of the pnrtieihlia(iou of regular
employees. (Utnder 1ir'eFetit law, lntnp-sum disli t'iibi-
tiotis to self-employed pesusois are taxed i||'i'der Special
a-year i averaging pr'ovisiotis.)

',;,n,/ 1 1m, iitl/.l',1t.-No colini rleabhiprovision.
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!'. ll'ler (hi' E,, employeee Is To Be T',.,cd .Ns Self-
1'.'Ilployled

M1ow." Ii,/l.--'ihe 1 lo.t' 1 hill lw.'idvs 111110 the :•I
5:2lllli' 21e'ragillg t ai' l l fllt'itt a ii iilP-i11 diSt Pil)1-
fii)1 to it se lf-empl- oye'd individual as it applies to it
ulIrh efi la vt. ( .\e.,or1il lg', it do(s not. e-onitaill

111V l 0 WO iS.ioII) hl'-vi41g wllh , al l iludividtal Wih)
Il~aý IPal-i,.ileid ill a phlm n.s lolh :1 1rldihll. vnipllo ve
andl s .'l .ii I-'-dtl , ,I individu',al k. t bi: e (eI axed. t Iii )i l

lreeeivill'i, 1 hltllllp-slilll di.•Ibll' i ollh.1,: as l.1 ll l eml-

Il''e or as tvl f-IIhiydot'i.), 1/11 J's In., vn,..'.-Th vl., .alt, alll-lldlllenl pro'- 8 1

vids that i lt )a rtieillit i, to Ih) viaxed as stlI l'-tillloved .'-"hh
if lt' was .'l lf-e.mt'lhvi) d illo.' lhal half tlhe years ofhuis 1)1an pnflthiei)11t101.

ADMINISTRATION AND ENFORCEMENT
1. ~ r "lP, (o,14 I efd,'l~t'tl .Pel,• 5oced;nl.•s

Both tile I louse bill allil Ithe -Selital(:k llnlid lhlell t, pro- 2731, :

videta procedure for oWtAlilbfra t('elalratoly jultigiienl (.\-l;T)t
with respect, to (lie tax-qullh, fe lstatlus of i;I empiiovyee
lenelfit plan1. I Tn(Ier bo)th hll.s, jitt-isdiet ion to i.Sue snelh
declaratory judgments is given to the United States
Tax ('Court. 'The reilledy is available onily if (1) the
inaternzal levenill, Strvie lilts is.;wed a hadv'erse de-
tlermlinltionas to the statils of thel plan O0 (2) tlle Strv-
i'e hlis failh'd to i;ule a deth,1iiflat ion but the peti-
tiouer has. exhatusted his admlinist rative remedies il
the Servi'e.

llo1.m,' 01l.--

(I) Th'lh-eI Iow-v bill tt's not make slt'ili' ji'Ewi-

siuo for hurdeni of probf: it is oit'uiljtllll1hittd tli~It S.ich
natlel's will Ibv tel .iruiiiid hv lit- Tax ('oliit ,itl.hrits exi.t•ln v ,'.h,1-11lakill ! a 1llm'l'it %,.

('2) 1l'•Ider. the, I lom.w, bill. Ow. o',,l rlwY jildgmint, 278r

l oi'E)'isiol.s aix' t , lake etflt'et fi .1n11111"1 P 1.Y 1I 78. (1- it; )
,w' c rId i (111111wiidl .--

Th) The St'nate :11114n.ultl2 pl'ovi(h's t hat t lie hll,- ,)
(lte of Proof is to l1)e 111 tlhe P~t'itititr ( lhe eiljlowti, (V-163)
planl administrator. o0' employee) as to tllose grroiitls.set forth ill the flnleriial lRevi,.e11 ,14pz'viec.h deleihl~ln-

tiol: lie burden of pr'oof is to be oil tile Service as to
lit% ot her grotitls that (lit' Set'i('e relies iqipii in the
c'our't pv,:eedliilg (i.e.. if tile Strvive floes not issue it
detertlin•iit 111, hn thei tile Strive is to hal e tilt ilil(de11
of proof as to evtry ground lpon whii'h it relies)6

(2) The St'natf iiuiitiiieht i)rovidts i llnt thute'I e x Tax
('oIu't. thceliaruit(Prv jiuldiu'ielt 1)v'isio•is :a'r, to0 1l1e (IV llt)
effect(. oil Jhitiffiti'r., I. 197.5.
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3..Idmni•,,,h4e0;.b Ofir(e h, Intermt'l 1?eeenue ,'dee
6's. 357 TBoth t Ie I louse lill and tfle Senate aiendnleilt, es-
( A-ItL') tablish n ill01ive of minplohyee Plai'ns and ,iExempt ()r-

ralij%1at ions in t Ie I telnul I evenuie Service, leaded by
an Assistant Comnmissioner of Ifitef-Ilal Revenue, to ad-
Iminister t le' tax provisions with regard to employee
hei Ilt I)laill and other exempt ol•r.ni'zations.

(I) Tl'hv, lin.te hill does not provide for the co'n-
pensatlioll Sehietlhe of this lliternal Revenlue Service
ollice.

279 (2) The ll owe hill ant lionizes appropriations foil
(.A-I(S) this ollice ill the amolits of $20 million for fiscal 1071-I

antid $0 million for o.achi lisfcal year tlhereafter. The
I loise hhll liithier imlpses nor e'rmarks anly speeilhi
revenle S.ourle, for this ant borizat ion of approplriat io01.

279 (3) Provisions regiarding tlite new ollice are to take
(A-It1) el'ffect 90) days affer enactllnent of tlie Act.

S,1111t, Olle ndie 11 t,~t-

35.8 (1) 'we .\ssistant CoilIInissioner in ehiarge of this
olliee is to 1le Classified as (IS-18 and is to he in addi-
(ion to tile iimbeher of positions at tlhat level otherwise
authorized foir l ie IntWffi I]"weVeh uIt Servi•e. Alo. tlhe
amendment. authorizes aii additiiiial 20 positions ill
the level of G(S-1I aiil 17.

3:59,i560 (2) T'lie Senate amelldnent. authorizes appropria-
(A-168) tions for each of tfie firsal years 197,1, 1975. and 1916

in tile airioflnt of $35 n0illion41 plus oiie-half of the pri-
vate foundaillo itivestilnenr. income taxes (iiulder see.
-1940). For each fiscal year there fler. Ihere is antlhor-
ized aj'prolpriatiolis of' ailouilts equal to a new excise
tax O01 employee beinelit plhils plus half of (lhe private
foild.I t ioll vest tileit inlcomine Ia x collect ioiis. 'lme new
tax would be $1 per pIl- 'i Illit per plan lper 'almht llr
year. beginmiiing with i 197-I.

(3) Since 1no eleliye late is Slpecilied under t( le
Senate ainendileitll. tlie provisions regardlilg t lie new
oflice wmildl take elfect oil the (lat(e of eilactimelit of this
Act.
.1. R•eportingl und Ms.lo.vir.e--11terml Rtevene/t

8erviee
2. IReports Required

263 House bill.-
(A-142) (1) The bill restates pire(scllt law by requiring eli-

plovers (or plan1 idmiluistr(itors) Who establish or
ma Itaimi finded tie ferred eolilIpelisationI plans to file
aniilal ill forifalh ion returns.

'The reporting and diselohwre pIrovisions with respiect to the hnternni lentepe servlee
appear only In title 11 of tihe lhoON bill.
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(2) A.lo. t•let bill provides that the Secretary of
tile' T'rea.sury mav provide reporting re(pltirelIlelts
With resileti to tlh, retirement s'viilgls deductiolli afid
illdividual refirellieit aolnc)lits, etc.Senatelh mn enifineis.--S"uhshtiltiali\• the same as• the 641

I h1l.we bill. (A--142)
h..',Sn',liuo,,' .for' i",,, To Fdc 265

!!Oli.,' U1 ,/1.- (A-146)
(I) Saiiet lils (in file forii, of al .ddititol to tax)

fo'r fa(illri' (4) lelh :IllIlUII i n formial 11 t urns are
,,,•abllishied.

12) Theni' additln to tax i- t t hlit,-,Ill for e'ach day f hal
i et l 1-01 2-1 is late. 111 to a 11ixI1111xitin (If S".5,0IIl folwl' : lv 1l
fl'iliti, to lil,.

(3) 'I'lhi addition ti. tax will not hbe ow'd if fajilnre
to tleisi dueiit to reasonaiZlel vallst'.

.',', ,ih"c I/l/, iht ,'.---Saine as tiheI .I bus' lill. 644
,.. ! os !(.xii, (A--tO6)

(I) Tlhe bill 0o lens to pIulblic inslpect0i1n apl)lieftitilS ( -I'20)
to the Internal Ue'ellue Service for a dletei'lliffitlill
lhat, a1 plain is (uanlitied and for it deterinalititioll that.
the trust, under li' plan is exempt (inelltIihig papers
sublmllted~in support of tile "alpliv.atlill.

(2) 1)eterlnilaftion letters i.,sued by tilei Inlternal
leveluiie Service dealing with qualilih l ion or exemip-
tli,,l of pills .1d IrtlustlS are to 1hv opel to public' illspec-

tioii.
(3) A\mmal information l'eti1rn1 with respect to

opialilied liliis are also to he, opened to pihlic ilnspee-

(4) 1 however. 11llder the bill, informat ion eonittilned
ill these papers andl dto.'it it teli( frol wiliell tile 'o1l-
i'lselt 1ti0) of ally partiilcipant 1111% be 'Isvertaii, d is not
to Ib' op)e'In to public inspection.

'14,11111 tll,,lalmen en1t.-

(I ) Same as t lelou., bill. except alp))lietlions are, 612
not, to be open for lpulie inspection for 1)lans where (A- 120)
the (ell)lovyr has less thanl26 emlp)loyees.

(2) No eoffirnl'A)lCe p) ovision.
(3) Same- as 11]ouse bill.
(4) No coliiirfhie l) prov'ision.
(5) In addition, (etrtain i formiiont l'll retln arl'e to

Ibe )l'ell fol' inslpect ion bv proper ojlieers of'ihlle Pensioln
Bellefit (hinnilitee ('orlporatioil, ill order that- tile Cor-
poratlio va1 p1roperlv hilnlilister the inslrl'-llle prlo-
z"r1,1il.
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d. A'lfecethe Pates

2419 House blll.-
(A-19~ ) (1) l'lhe pr'ovisions of the hill making applicat ions,

(let (-tternhii i(on h.llet.et(r, undnttIler (lomllilellts opell to
public inspection ar. to go into tell'ee for fl)llefltiolis
filetd or documents issued after I )teeel'ler 31, ;19T.

2_73 (2) The piovisiO8ls of tlhe hill relptltl'iig nnutinl re-
tiurns to bP fil(d are to hI,'nt,'llletl-i' for p1411 years

K-156) Iu'egilliking i fter t le date or eln ill(( it'll.
:I')1 ((3) The prol'isiolls itirdiiir lrllill, wilth Ite-
(.N-2:6) 9it&pt to intli:vidilil Iletirllet Im-oll•its ' tIit) bt'Ollle

telfet ive oil .}lllalrv 1, 19u-1.
61t Sf nati '1111l4,1111 i.-The provisionll are to go, intO

efl'ct oil *Jliullarly 1. 19 7-1.

M IS('I.I AN .,10( )1'S

2-i:1 I. i"II.•te,. .f II. I,'. 10 Phin,.

.- 1vi) llot.w 0 2;/.--1Trilttes of I I.R. 10 pi:s tIoay hbe b)alik.
or olher pt-'rOllS who satisfy tile Svt:erehil'" of tlile
l're~asurv tm hut1 tlv will hohld0( .svts ill Iimlilliel.r con-

sisttelnt itlh thile rt,'lljireitelits of tile ilitelrlial levelile
Code.

6;3 Semule iulmu l.--ulkst al(i illyi si a h mune ts tIhe
(.A-I1) lonse bill.

?.('0 0.•fid; .Arco.lls

]Pr'-.ist ],,ir.--lahnl ass•el+•lIts may t. hlvd ill it cu.,S

todial liveollit if (1) tilte 'listodialii is u:'hillk (a:s dhe-
filled ill sti('on ,•SI), )aniid (2) tit' pli:1tl funds ill-' ii-
vested 011i%' hi Ilituld funds or 11n1l1ilv, vindowilenit,

M(c., co.olllr:1 iSSli'd by all illsill',illut, 1i . 10l1):13.

(.-1 16) ( 1) ('uisodiaiis 11INV he luallks or other perso(is who
satisfy" ilt' Secretanr of tihe Treasillrv t hat tlht'v will
hhld (Iht, zissels ill d lllailler ColnSistelnt with retqitlre.
ieents of l li n Iiiternaiil itwvellile ('ode.

(2) The 1wvisioln would not iml)pose lilatiollS o01
the t'lYpe 01 as'stS Ithat Could be hIeld( ill a1 Cststodial
Ilecollill.

6.29,C" EI/flC+(lll'u/.--allle its thIe 1louse bill.
(A-11tJ) ,. ,,:o+ .%('/.)(b) l'/, hne< .4r ,lb ;n .Mh/luh/al PIunds

2-11 .IHou.seI ,ll.--Assets of sec(t ioll 103 (Ib) plllis mna he
(A-117) Iinvested Ill llilltilil fu•uds (ill Ifildihlif to Alityi v toll-

(;:11) I l:itlIs as Ullider I )roseiitlawi).

(A-117) asmi/l amnendmm'n.-Sulie as tle I lollse bill.
2-16 41. Federal (½Crhi Udon.s
(A-119) House ill.--ederally insured credit iliiOlls aire ill-

C(hidtd ill tile (fihlitioli of "hallik" ill deterliiig tile
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type of IlameialInt istint WIns whiell can servo as pilna
custodians or trustees.

,Scnahe nl(ndmncnt.-No coin •pa rbl provision.
.i. C(h 1't,; Puerto Ia'han i'e4s;on Phms

Jotiii h;.l.-A. IrIit' which is part of r pension, 2-49
piolit-sh:urittg, or stock lilonls plal. fill of the Iartiii- (A-l1-I)
pallSt of which fire residents of IPuerto Rico, is to lie
treated (for years after 1!73) Its though it were lilt
te'xcil1)t L.S.'enllilovee bellelit trust if the trust is

xellxept fronm illeollle taxes illnder tile laws of Pulerlto
Rico.

.N('itltn Mlnint nf.-No 'allin|arablle provisioll.
A;. I4, ,I!'t;, e (or .S( I't r A11' l.'litt /dS I&'CIuJWd bl

For( ;fU Li bm
1','e. l lao.--'onlt'rihlitolls to a nonquahliied trulst

are deduilctihle by lilw eiltplover wheni lhe conltilibioil
is iinehildnlbc ill ille inWolme (f lithe Iarticipalii, bu1 only
if Separaitte accontIlls are Imiaintained under tlil plan for('341'l1 parl icipallf.Htll.,i 01-11V I l01se bill provides I hat for y-ears 2-19

a fter 1973 thle emtployer miay deduct conltribiut oliS fori(- 1)
t I'll lnee paI'lllent ts fil nOIl'll'esidint il ient eliplovwes,

tVli t hiOulgh' separate accolunlls aI nO ilot iittiiietd
{Iind ,vee th1 ough t lie conlt rillt ions whihell a re included
in income 1y tile aliens are not subject to U.S. tax) if
thlhre olldiiioils fire satisfied:

(1) Tile eiiiployer is engaged in i I rade or busine.-s
it, a foreign eo tililt lV n

(2) Tllie ellilo ver is required by foreign I11w to il, ike
O : -ever\l'inee p nllylilvlts, based on" periods of serviee,

(3) The emplfover establishes a U.S. trust to fund
tih..S lpamtlentts.

S•.nalut (Ine11/ Vimi.ut.-'I'Ie Seniate aliten(ldineitt coil-
t:iins no comnpaurable provision.
7. Irmed; /11 Ihft,'oa,.;,', I'hl.A Im, whlnlnt.s

Mime, bWll.-Hel roacti\e plai miilenii(ileltls which 2J8
correct a plan that does not meet Ohw ieqtiile'olints for (A-135)
lax qualifiictin11 are allowed to irte a nlew IlaIInl or to

c(uire an AllneueilnleIt to all existing lilani. Such ret ro-
active changes can be Inade wi\tlilh I lie Itime for tiling
(lie ell)Ioyer's tlx ret uilii for Ihe year iln which thei
ph1ul wiIs put into effect or il wlili ,h tihe amelldihlent.
Wits adopted (or sult'h Itter lttle designated by tile
Seelretary of t(ie 1re nltllrV).

,\, luatc amendmenl.-Salie as the louse bill. 638
S. Ru'le., for ('er/,oh Yegoqobaled Plans (A-135)

I'.qe lEi law.-Presenlt law provides Special rules
for eolltribulitiots to a plan estalblished before 1951
under anll ngr'ehiqlet,. bet weeln a nllionll alld lie United
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States (0overminelt. Under this provision, contribtl-
lions are not deductible umder tihe general deferred
c p0,nt1wisalion provisions of tihe code but are dedhetiible
sole it as general trade or business compensation ex-
pelises. Such a plan ilulist provide both welf~ire and
pension benefits.

35:1 House bill.-In order to facilitate conversion of the
A-2.9) pension benefits plan ilito at regillilr tax-qalaifld'peui-

sion plait, the I louise hill would provide lie following
aniendmineis:

(1) peoplIe who teeh, icially wre s, f-eii jplooyed idi-
viduals before *lly 1, 1974. are permitted to have their
service under the'lplan credited as tIlmuugh they were
regular employees:

(2) no such'self-emlployed imdividumal is permitted to
establish a separate II.R. 10 p)lan for service covered
1indeler the reglilulhr plan

(3) people who were plan partietlinlts before 'Jtlv 1.
1974, are to be tireaed as employees of pallicipating
emmlllovels even though in some circmustunwes those,
employers (o not officially become partielipting enI-
plovers until ,Juhv I. 197,1:*auild

(-4) a (0de IlrOViSion relating to deductioils inirre'rd
by certain mlembership orgathi'al ions ill I ransactions
w•ith memlbk.rs is not to apply to thie trust described
above.

These provisions generally are to apihly to taxableyears enuhing on or a tier ,hTune 30.| 1972Ž. '

Setlhc 01meIdmd en.-TT lIe Senate aimnpelthllpl h n o
comparable provision.
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