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TECHNICAL CORRECTIONS ACT OF 1979

WEDNESDAY, NOVYEMBER 17, 1979

: U.S. SENATE,
SuBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT,
CoMMITTEE ON FINANCE,
Washington, D.C.

The subcommittee convened at 2:40 p.m. pursuant to call, in
room 2221, Dirksen Senate Office Building, Senator Harry F. Byrd,
Jr., presiding.

Present: Senators Byrd and Boren.

[The press releases announcing this hearing and the bills H.R.
2797, S. 873 and S. 1549 and Joint Committee on Taxation descrip-
tion of S. 873 and S. 1549 and description of H.R. 2797 follow:]

[Prees Release No. H-66, Oct. 16, 1979]

FINANCE SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT SETS HEARING ON
TecuNicAL CORRECTIONS Act oF 1979 .

Senator Harry F. Byrd, Jr. (I, Va.), Chairman of the Subcommittee on Taxation
and Debt Management of the Senate Committee on Finance announced today that
the Subcommittee will hold a hearing on Wednesday, November 7, 1979 on the
Technical Corrections Act of 1979.

The hearing will begin at 2:30 p.m. in Room 2221 of the Dirksen Senate Office

Building.

The bill, which the House of Representatives passed on July 18, 1979, contains
technical, clerical, conforming, and clarifying amendments to provisions enacted by
the Revenue Act of 1978 and other 1978 tax legislation.

Senator Byrd said, “In any major tax legislation, especially legislation enacted
under great time pressure, minor errors and omissions escape detection. Such errors
may not involve major questions of tax poli(‘:{ye. However, they do make it more
difficult for both taxpayers and the Internal Revenue Service in dealing with the
tax law. Accordingly, enactment of corrective legislation should be of substantial
assistance to the tax community, both in and out of government.

“Prior to the creation of the present subcommittee structure it was difficult to
find time in the legislative process to consider technical material such as the items
contained in this bill. One of the important functions of the Subcommittee on
Taxation and Debt Management, however, is to perform’ the difficult detail work
rvhig!l is required if the Internal Revenue Code is to remain a properly-functioning

aw, ‘

Testimony is invited both on the bill as passed by the House of Representatives
and on any propoed additions to or deletions from that bill. It is recommended,
however, that witnesses who only wish to support provisions now contained in the
House bill limit their testimony to the submission of written statements.

It is also recommended that written and oral statements deal both with the
merits of the issue involved and with the question of whether it is or is not a
technical rather than a policy change.

Witnesses who desire to make oral statements at the hearing should submit a
written request to Michae] Stern, Staff Director, Committee on Finance, Room 2227
Dirksen Senate Office Building, Washington. D.C. 20510, by no later than the close
of business on November 1, 1979.

. Legislative Reorganization Act,—Senator Byrd stated that the Legislative Reorga-
nization Act of 1946, as amended, requires all witnesses appearing before Commit-

0)]
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tees of Congress “to file in advance written statements of their proposed testimony,
and to limit their oral presentations to brief summaries of their argument.”

Witnesses scheduled to speak should com];gi' with the following rules:

(1) A copy of the statement must be filed by noon the day before the day the
witness is scheduled to testify.

(2) All witnesses must include with their written statement a summary of the
principal points included in the statement.

(3) The written statements must be typed on letter-size paper (not legal size) and
at least 100 copies must be submitted by the close of business the day before the
witness is scheduled to testify. . .

(4) Witnesses are not to read their written statements to the Subcommittee, but
are to confine their oral presentations to a summary of the points included in the
statement.

Written mtimong.e—Written testimony submitted by witnesses not making oral
statements should written, not more than 25 double-spaced pages in length,
and mailed with five (6) copies by November 14, 1979, to Michael Stern,
Director, Committee on Finance, Room 2227 Dirksen Senate Office Building, Wash-
ington, D.C. 20510,

[Press Release No. H-72, Nov. 2, 1979)

FINANCE SUBCOMMITTEE ON TAXATIONNAND DEBT MANAGEMENT AMENDS HEARING
OTICE

Senator Harry F. Byrd, Jr., (I, Va.), Chairman of the Subcommittee on Taxation
and Debt Management of the Senate Committee on Finance, announced today that
the subject matter of the hearing on Wednesday, November 7, 1979 will include S.
1549, dealing with the excise tax on fishing tackle, and S. 873, dealing with resi-
dency requirements for deductions and exclusions for individuals living and working
abroad, as well as the Technical Corrections Act of 1979.

B 'I_’;:iq hearing will begin at 2:30 p.m. in Room 2221 of the Dirksen Senate Office
uilding.

The subject matter of S. 1549 is included in H.R. 5505, which the House of
Representatives passed on October 30, 1979. S. 1549 revises the schedule for pay-
ment of the 10-percent excise tax imposed upon the manufacturer's sale of fishing
rods, reels, creels and artificial lures, baits and flies. The measure is sponsored by
Senators Boren, Bellmon, Danforth, Durenberger, Nelson, and Percy. It has no
revenue effect. It will benefit manufacturers of fishing equipment.

S. 873 is sponsored by Senators Ribicoff, Bentsen, Church, Hayakawa, Javits and
Tower. It would waive the residency requirements for deduction or exclusions of
individuals living and working abroad where the individual was forced to return to
- the United States by circumstances beyond his control in the country in which he is

working. The bill would primarily benefit Americans working in Iran who recently
r_rere forced to leave. Revenue estimates on this measure are not available at this
ime.

Witnesses who desire to make oral statements at the hearing should submit a
written request to Michael Stern, Staff Director, Committee on Finance, Room 2227
Dirksen Senate Office Building, Washington, D.C. 20510, by no later than 12:00 noon
on November 6, 1979.

Legislative Reorganization Act.—Senator Byrd stated that the Legislative Reorga-
nization Act of 1946, as amended, requires all witnesses appearing before Commit-
tees of Congress “to file in advance written statements of their proposed testimony,

" and to limit their oral presentations to brief summaries of their argument.”

Witnesses scheduled to speak should oomlpl with the following rules:

(1) A copy of the statement must be filed by noon the day before the day the
witness is scheduled to testify.

(2) All witnesses must include with their written statement a summary of the
principal points included in the statement.

(8) The written statements must be t on letter-size paper (not legal size) and
at least 100 copies must be submitted by the close of business the day before the
witness is scheduled to testify.

(4) Witnesses are not to read their written statements to the Subcommittee, but
atr:wto oo;xﬁne their oral presentations to a summary of the points included in the
statement.

Written testimon{.;Written testimony submitted by witnesses not making oral
statements should written, not more than 26 double-spaced palges in length,
and mailed with five (5) copies by November 14, 1979, to Michael Stern, Staff
Director, Committee on Finance, Room 2227 Dirksen Senate Office Building, Wash-
ington, D.C. 20510.



96TH CONGRESS
18T SESSION S ° 873

To amend the Internal Revenue Code of 1954 to waive in certain cases the
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residency requirements for deductions or exclusions of individuals living
abroad. : -

IN THE SENATE OF THE UNITED STATES

ArriL 4 (legislative day, FEBRUARY 22), 1979

RiBicorr (for himself, Mr. Benrtsen, and Mr. Toweg) introduced the
following bill; which was read twice and referred to the Committes on
Finance

A BILL

amend the Internal Revenue Code of 1954 to waive in
certain cases the residency requirements for deductions or
exclusions of individuals living abroad.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That (a) subsection (j) of section 913 of the Internal Revenue
Code of 1954 (relating to deduction for certain expenses of

living abroad) is amended by adding at the end thereof the

. following new paragraph:
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1 “(4) WAIVER OF PERIOD OF STAY IN FOREIGN
2 CcOUNTRY.—For purposes of paragraphs (1) and (2) of
é subsection (a), an individual who for any period is a
4 bona fide resident of or is present in a foreign country
b and who—
6 ““(A) leaves such foreign country—
7 “(i) during any period during which the
8 Secretary determines, after consultation with
9 the Secretary of State or his delegate, that
10 individuals were required to leave such for-
11 eign country because of war, civil unrest, or
12 similar adverse conditions in such foreign
13 country which precluded the norma! conduct
14 of business by such individuals, and
15 “(ii) before meeting the requirements of
16 such paragraphs (1) and (2), and
17 “(B) establishes to the satisfaction of the
18 Secretary that he could reasonably have been ex-
19 pected to have met such requirements,
20 shall be treated as having met such requirements with
21 respect to that period during which he was a bona fide
22 resident or was present in the foreign country.”.

23 (bX1) The amendments made by subsection (a) shall
" 24 apply to taxable years beginning after December 31, 1976,

25 but only with respect to periods an individual was a bona fide
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resident of or present in a foreign country and did not meet
the requirements of section 913(a) (1) or (2) of the Internal
Revenue Code of 1954 with respect to such periods because
he left the foreign country after September 1, 1978.

(2) The Secretary of the Treasury or his delegate may
make determinations under section 913(}4XA)G) of such
Code, as added by subsection (a), for any period after Sep-
tember 1, 1978. _ :

(3) In the case of an individual who elects under section
209(c) of the Foreign Earned Income Act of 1978 not to
have the amendments made by that Act apply, the Secretary,
for purposes of section 911 (a)(1) and (a)(2) of the Internal
Revenue Code of 1954, as in effect before such amendments,
shall apply rules for determining periods of residence or pres-
ence in a foreign country similar to the rules provided in
section 913()(4) of such Code, as added by subsection (a).

@)
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To amend the Internal Revenue Code of 1954 to change the period for the
payment of taxes under section 4181(a) of such C‘ode.

IN THE SENATE OF THE UNITED) STATESN

Jury 20 (legislative day, JUnE 21), 1979
Mr. BogeN (for himself, Mr. BELLMON, Mr. NEL8ON, and Mr. PERCY) introduced
the following bill; which was read twice and referred to the Committee on
Finance

A BILL

To amend the Internal Revenue Clode of 1954 to change the
period for the pavment of taxes under section 4161(a) of
such Code.

1 Be it enacted by the Senate and House of Representa-
2 tives of the U'nited States of America in ('ongress assembled,
3 SECTION 1. Section 6302 of the Internal Revenue Code
4 of 1954 (relating to mode or time of collecting tax) is amend-
5 ed by adding at the end thereof the following new subsection:
6 “/d) TIME FOR PAYMENT OF MANUFACTURERS'

7 Excise Taz oN Rops, Creers, Erc.—The tax imposed



2

1 by section 41681(a) (relating to manufacturers’ excise tax on

2 rods, creels, etc.) shall be due and payable—

3

© BV a2 S O e

10
11
12

“(1) in the case of articles sold during the quarter
er{ding December 31, on March 31,

“(2) in the case of articles sold during the quarter
ending March 31, on June 30,

“(3) in the case of articles sold during the quarter
ending June 30, on September 24, and

““(4) in the case of articles sold during the quarter
ending September 30, at such time as the-Secretary
may by regulations prescribe.”.

SEc. 2. The amendment made by the first section of this

13 Act shall apply to articles sold on or after October 1, 1979,

@



98TH CONGRESS |
18T SESSION S PY 2797

IN THE SENATE OF THE UNITED STATES

JuULY 18 (legislative day, JUuNe 21), 1979
Read twice and referred to the Committee on Finance

AN ACT

To make technical corrections related to the Revenue Act of

©® ® a9 X Ot R W N =

1978.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHOR™ TITLE, ETC.

(a) SHORT TITLE.—This Act may be cited as the
“Technical Corrections Act of 1979,

(b) AMENDMENT OF 1954 CopE.—Except as otherwise
expressly provided, whenever in this Act an amendment or
repeal is expressed in terms of an amendment to, or repeal of,

a section or other provision, the reference shall be considered
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to be made to a section or other provision of the Internal
Revenue Code of 1954.
SEC. 2. COORDINATION OF ENACTMENT DATES OF REVENUE
ACT OF 1978 AND ENERGY TAX ACT OF 1978.

The Revenue Act of 1978 is amended by inserting after
section 3 the following new section:
“SEC. 4. COORDINATION OF ENACTMENT DATES WITH

ENERGY TAX ACT OF 1978.

“For purposes of applying the amendments made by
this Act to sections 46 and 48 of the Internal Revenue Code
of 1954, the Energy Tax Act of 1978 shall be deemed to‘

have been enacted immediately before this Act.”

TITLE I—AMENDMENTS RELATED
TO REVENUE ACT OF 1978
SEC. 101. AMENDMENTS RELATED TO TITLE L
(3) GENERAL RULE.—
{1) AMENDMENT RELATED TO SECTION 104 OF
THE ACT.—Subparagraph (C) of section 43(cX1) (relat-
ing to individual entitled to exclude income under sec-
tion 911 not eligible individual) is amended to read as
follows: , |
“{C) INDIVIDUAL WHO CLAIMS BENEFITS
OF S8ECTION 911, 918, OR 931 NOT ELIGIBLE IN-

DIVIDUAL.—The term ‘eligible individual’ does



© W O A N A W D

L - T R B S o S — SO SO G
ww»—-ocoooqmm»wm-—o

10

3

not include an individual who, for the taxable
year, claims the benefits of—

‘(i) section 911 (relating to income
earned by individuals in certain camps out-
side the United States),

“(ii) section 913 (relating to deduction
for certain expenses of living abroad), or

“(ili) section 931 (relating to income
from sources within possessions of the
United States).”

(2) AMENDMENTS RELATED TO SECTION 105 OF
THE ACT.—

(A) PAYMENTS TBREATED AS EARNED
INCOME FOR AFDC.—Section 402 of the Social
Security Act is amended by adding at the end

thereof the following new subsection:
“(d) For purposes of paragraphs (7) and (8) of subsection
(a), any refund of Federal income taxes made by reason of
section 43 of the Internal Revenue Code of 1954 (relating to
earned income credit) and any payment made by an employer
under section 3507 of such Code (relating to advance pay-
ment of earned income credit) shall be considered earned

income.”
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(B) PAYMENT TREATED AS EARNED

INCOME FOE 8sL—Section 1612(a)(1) of the
Social Security Act is amended—
() by striking out ‘‘and’’ at the end of
subparagraph (A); and
(i) by adding after subparagraph (B) the
following new subparagraph:

“(C) any refund of Federal income taxes
made by reason of section 43 of the Internal Rev-
enue Code of 1954 (relating to earned income
credit) and any payment made by an employer
under section 3507 of such Code (relating to ad-
vance payment of earned income credit); and”. |

(C) EFFECTIVE DATE FOR ADVANCE PAY-
MENT OF EARNED INCOME CREDIT.—Paragraph
(2) of section 105(g) of the Revenue Act of 1978
(relating to effective date for advance payment of
earned income credit) is amended by striking out
“June 30, 1978” and inserting in lieu thereof
“June 30, 1979".

(D) CLERICAL ADMENDMENT.—Subsection
(b) of section 43 (relating to coordination with ad->
vance payments of earned income credit) is redes-

ignated as subsection (g).
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(3) AMENDMENT RELATED TO SECTION 112 OF
THE ACT.—Paragraph (8) of section 128(a) (relating to
cross references) is amended by striking out “benefits,
see”’ and inserting in lieu thereof “‘benefits which are
not includible in gross income under section 85,”.

(4) AMENDMENT RELATED TO SECTION 131 OF
THE ACT.—Subparagraph (B) of section 457(d)(9) (re-
lating to application to rural electric cooperati\—'es of
rules for eligible State deferred compensation plans) is
amended to read as follows:

“(B) RUBAL ELECTRIC COOPERATIVE DE-
FINED.—For purposes of subparagraph (A), the
term ‘rural electric cooperative’ means—

"(ij any organization which is exempt
from tax under section 501(a) and which is
engaged primarily in providing electric serv-
ice on & mutual or cooperative basis, and

“(ii) any organization described in para-
graph (4) or (8) of section 501(c) which is
exempt from tax under section 501(a) and at
least 80 percent of the members of which are
organizations described in clause (i).” .

(5) AMENDMENTS RELATED TO SECTION 134 OF

THE ACT.—
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1 (A) EMPLOYMENT REQUIREMENT.—Subpar-
2 - agraph (B) of section 125(g)(3) (relating to certain
3 participation eligibility rules not treated as dis-
4 criminatory) is amended by striking out “service
5 requirement” each place it appears and inserting
6 in lieu thereof “‘employment requirement’.

1 (B) EFFECTIVE DATE.—Subsection (c) of
8 section 134 of the Revenue Act of 1978 is
9 amended by st,rik'ing out “‘taxable years” and in-
10 gerting in lieu thereof “‘plan years”.

11 (6) AMENDMENTS RELATED TO SECTION 141 OF
12 THE ACT.-—

13 ‘ (A) AMENDMENT TO ANTI-FLOW-THROUGH
14 RULES.—Paragraph (9) of section 46(f) (relating
15 to special rule for additional credit) is amended—
16 (i) by striking out ‘‘subparagraph (B) of
17 subsection (a)(2)”’ each place it appears and
18 inserting in lieu thereof “‘subparagraph (E) of
19 subsection (a)(2)”’, and

20 (i) by striking out “an employee stock
21 ownership plan which meets the require-
22 mentsAof’ section 301(d) of the Tmlx Reduction
23 Act of 1975” in subparagraph (A) and in-
24 gerting in lieu thereof “an ESOP which
25 meets the requirements of section 409A”".

$5-169 0 - 80 - 2
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(B) CLARIFIOATION OF EFFECTIVE DATE.—

Section 141 of the Revenue Act of 1978 (relating

to ESOPS) is amended by striking out subsection

() and inserting in lieu thereof the following new

subsections:

“(g) EFFECTIVE DATES FOR ESOPS.—

“(1) IN GENERAL.—Except as otherwise provided .
in this subsection and subsection (h), the amendments
mede by this section shall apply with respect to quali-
fied investment for taxable years beginning after De-
cember 31, 1978.

“(2) ELEc'rmN TO HAVE AMENDMENTS APPLY
DURING 1978.—At the election of the taxpayer, para-
graph (1) shall be applied by substituting ‘December
31, 1977 for ‘December 31, 1978’. An election under
the preceding sentence shall be made at such time and
in such manner as the Secretary of the Treasury or his
delegate shall prescribe. Such an election, once made,
shall he irrevocable.

“(3) VoTING RIGHT PROVISIONS.—Section
409A(e) of the Internal Revenue Code of 1954 (as
added by subsection (a)) shall apply to plans to which |
section 409A of such Code applies, beginning with the
first day of such application.
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“(4) RIGHT TO DEMAND EMPLOYER SECURITIES,

ETC.—Paragraphs (1)XA) and (2) of section 409A(h) of
the Internal Revenue Code of 1954 (as added by sub-
section (a)) shall apply to distributions after December
31, 1978, made by a plan to which sect;on 409A of
such Code applies. .

“(5) ELECTION TO HAVE NEW PUT OPTION RULE
APPLY.—The employer may elect to treat section
469A(h)(l)(B) of the Internal Revenue Code of 1954
(as added by subsection (a)) as applying to employer
securities in a plan to which section 409A of such
Code applies which are attributable to qualified invest-
ment for taxable years beginning before January 1,
1979. Such an election, once made, may be revoked
only with the consent of the Secretary of the Treasury
or his delegate.

A “(6) SuBSECTION (f)(7).—The amendment made
by subsection (f}(7) shall apply to years beginning after
December 31, 1978.

“(7) RETROACTIVE APPLICATION OF AMEND-
MENT MADE BY SUBSECTION (d).—In determining the
regular tax deduction under section 56(c) of the Inter-
nal Revenue Code of 1854 for any taxable year begin-
ning before January 1, 1979, the amount of the credit
allowable under section 38 of such Code shall be deter-
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mined without regard to section 46(a}2)B) of such
Code (as in effect before the enactment of the Energy
Tax Act of 1978).
“(h) EFFECTIVE DATES FOR LESOPS.—Paragraphs

(6) and (6) of subsection (f) shall apply—

“(1) insofar as they make the requirements of sub-
sections (e) and (h)(1)(B) of section 409A of the Inter-
nal Revenue Code of 1954 applicable to section 4975
of such Code, to stock acquired after December 31,
1979, and :

“(2) insofar as they make paragraphs (1}A) and
(2) of section 409A(h) of such Code applicable to such
section 4975, to distributions afber December 31,
1979.”

(C) DEFINITION OF QUALIFYING EMPLOYER
SECURITY FOR LEVERAGED EMPLOYEE STOCK
OWNERSHIP PLAN.—The first sentence of para-
graph (8) of section 4975(e) (defining qualifying
employer security) is amended to read as follows:

“The term ‘qualifying employer security’ means any
employer security within the meaning of section
409AQ).”

(D) NONRECOGNITION OF GAIN ON CONTEI-

BUTION TO ESOP.—Subsection (m) of section
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409A (relating to contributions of stock of control-

ling corporation) is amended to read as follows:
“(m) NONRECOGNITION OF GAIN OR Loss ON CONTRI-
B-UTION or EMPLOYER SECURITIES TO ESOP.—No gain or
loss shall be recognized to the taxpayer with respect to the
transfer of employer securities to an ESOP maintained by
the taxpayer to the extent that such transfer is required
under subparagraph (A) or (Bj of section 48(n)(1).” ,

(E) LESOPS MAY DISTRIBUTE OASH IN
CERTAIN CASES.—Paragraph (2) of section
409A(K) (relating to allowing plan to distribute
cash in certain cases) is amended by inserting “‘or
of section 4975(e)(7)” after “‘the requirements of
this section”.

() MATCHED EMPLOYER AND EMPLOYEE
CONTRIBUTIONS MUST STAY IN PLAN.—Subsec-
tion (d) of section 409A (relating to employer se-
curities must stay in plan) is amended by inserting
“(or allocated to & pé.rticipant’s account in con-
nection with matched employer and employee

_contributions)”’ after “‘under subsection (b)”’.

(G) CLERICAL AMENDMENTS.—

(i) Subparagraph (E) of seciion 46(a)(2)

is' amended by inserting “and ending on”

/
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before ‘‘December 31, 19.83” each place it

appears.

(i) Subparagraph (B) of section 48(n)(2)
is amended by adding ‘“‘and” at the end of
clause (i), by striking out clause (ii), and by
redesignating clause (iii) as clause (ii).

(iii) Paragraph (5) of section 48(0) is
amended by inserting “percentage” after
“attributable to the Iﬂatching ESOP”.

(7) AMENDMENT RELATED TO SECTION 142 OF
THE ACT.—Subsection (c) of section 691 (relating to
deduction for estate tax) is amended by adding at the
end thereof the following new paragraph:

*(5) COORDINATION WITH BECTION 402(e).—For
purposes of section 402(e) (other than paragraph (1)(D)
thereof), the total taxable amount of any lump sum dis-
tribution shall be reduced by the amount of the ded\;c-
tion allowable under paragraph (1) of this subsection
which is attributable to the total taxable amount (de-
termined without regard to this paragraph).”

(8) AMENDMENT RELATED TO SECTION 143 OF
THE ACT.—Subparagraph (B) of section 401(a)(22) is
amended by striking “as securities’” and inserting in

lieu thereof “‘are securities”.
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(9) AMENDMENTS BELATED TO SECTION 152 OF

THE AOT.—

(A) OERTAIN EMPLOYEES MAY BE EX-
CLUDED.—Paragraph (2) of section 408(k) (relat-
ing to participation requirements for simplified
employee pension) is amended by adding at the
end thereof the following new sentence: .

‘“For purposes of this paragraph, there shall be ex-
cluded from consideration employees described in sub-
paragraph (A) or (C) of section 410(b)(2).”
~(B) CONTBIBUTIONS UNDER SIMPLIFIED
EMPLOYEE PENSION NOT SUBJECT TO FICA OR
FUTA TAXES,—

(i) FICA Tax.—Paragraph (5) of sec-
tion 8121(s) (defining wages) is amended by
striking out “‘or” at the end of subparagraph
(B), by striking out the semicolon at the end
of subparagraph (C) and inserting in lieu
thereof “, or”, and by adding at the end
thereof the following new subparagraph:

(D) under a simplified employee pension if,
at the time of the payment, it is reasonable to be-
lieve that the employee will be entitled to a de-

duction under section 219 for such payment;”.



W O I & o W D =

(-2 - SR - T I - N N T

20

13
(ii) FUTA tax.—Paragraph (5) of sec-
tion 3308(b) (defining wages) is amended by
striking out “or”” at the end of subparagraph

(B), by striking out the semicolon at the end

of subparagraph (C) and inserting in lieu

thereof *“, or”, and by adding at the end
thereof the followiné new subparagraph:

‘(D) under a simplified employee pension if,
at the time of the payment, it is reasonable to be-
lieve that the employee will be entitled to a de-
duction under section 219 for such payment;”.

(C) CORRECTION OF CERTAIN EXCESS CON-

. TRIBUTIONS.—Subparagraph  (A) of section

408(d)(5) (relating to certain distributions of
excess contributions after due date for taxable
year) is amended by adding at the end thereof the
following new sentence:
“If employer contributions o behalf of the indi-
vidual are paid for the taxable year to a simplified
employee pension, the dollar limitation of the pre-
ceding sentence shall be increased by the lesser of
the amount of such contributions or $7,500.”

(D)  CLABIFICATION OF . SECTION

219(b)(7).—Paragraph (7) of section 219(b) (relat-
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ing to simplified employee pensions) is amended to
read as follows:

“(7) SPECIAL RULES IN OASE OF SIMPLIFIED

"EMPLOYEE PENSIONS,—

“(A) LimiraTioN.—If there is an employer
contribution on behalf of the employee to a simpli-
fied employee pension, the limitation under para-
graph (1) shall be the lesser of—

“(@) 15 percent of the compensation in-
cludible in the employee’s gross income for
the taxable year (determined without regard
to the employer contribution to the simplified
employee pension), or |

*(ii) the sum of—

“(I) the amount contributed by the
employer to the simplified employee
pension and included in gross income
(but not in excess of $7,500), and

“(I) $1,500, reduced (but not
below zero) by the amount deseribed in
subclause (I).

“(B) CERTAIN LIMITATIONS DO NOT APPLY
TO EMPLOYER. CONTRIBUTION.—Paragraphs (2)

and (3) shall not apply with respect to the em-
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ployer contribution to a simplified employee
pension. |

‘C) SPECIAL RULE FOR APPLYING SUB-
PARAGRAPH (A)(i).—In the case of an employee
who is an officer, shareholder, or obwner-employee
described in section 408(k)(3), the $7,500 amount
specified in subparagraph (A)G)(T) shall be re-
duced by the amount of tax taken into account
wit_h respect to such individual under subpara-
graph (D) of section 408(k)(8).”

(E) COORDINATION WITH PLAN FOR
SHAREHOLDER-EMPLOYEES.—Paragraph (4) of
section 404(h) (relating to effect on self-employed
individuals) is amended—

(i) by inserting “‘or described in section
1379(b)(1)” after “of subsection (e)”,

(i) by inserting “or a shareholder-em-
ployee (as defined in section 1379(d))” after
“‘section 401(c)(1)”’, and

(iii) by striking out “SELF-EMPLOYED
INDIVIDUALS” in the paragraph heading and
inserting in lieu thereof ‘“SELF-EMPLOYED
INDIVIDUALS OR SHAREHOLDER-EMPLOY-

EEB",
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(F) COORDINATION WITH SECTION 401().—

Subsection (k) of section 408 (defining simplified
* employee pension) is amended—

@) by striking out “and (5)" in para-
graph (1) and inserting in lieu thereof “(5),
and (6)”, '

(i) by redesignating paragraph (6) as

- paragraph (7), and

(iii) by inserting after paragraph (5) the
following new paragraph: .

‘(6) EMPLOYER MAY NOT MAINTAIN PLAN TO
WHICH .SECTION 401() APPLIES.—The requirements
of this paragraph are met with respect to a simplified
employee pension for a calendar year unless the em-
ployer maintains during any part of such year a plan—

“(A) some or all of the active participants in
which are employees (within the meaning of sec-
tion 401(c)1)) or shareholder-employees (as de-
fined in section 1379(d)), and

“(B) to which section 401(j) applies.”

(@) CLERICAL AMENDMENTS.—

() Subsection .() of section 408 is
amended by inserting ‘‘and” at the end of
paragraph (1), by striking out “, and” at the
end of paragraph (2) and inserting in lieu
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thereof a period, and by striking out para-

graph (8).

(i) Parsgraphs (2), (3), and (4) of sec-
tion 404(h) are each amended by striking out
“subparagraph (1) each place it appears
and inserting in lieu thereof ‘‘paragraph (1)”.

(i) Paragraph (2) of section 152(g) of
the Revenue Act of 1978 is amended by
striking out “section 415(b)2)”” and inserting
in lieu thereof “section 415(a)(2)".

(10) AMENDMENTS RELATED TO SECTION 153
OF THE ACT.—

(A) WAIVER OF SECTION 415()(1)(B) LIMI-
TATION DOES NOT APPLY WHERE PARTICIPANT
IS ALSO A PARTICIPANT OF ANOTHEER QUALI-
FIED PLAN.—Paragraph (7) of section 415(b) (re-
lating to benefits under certain collectively bar-
gained plans) is amended by inserting after the
second sentence the following new sentence:
“This paragraph shall not apply to a participant
for any period for which he is a participant under
another plan to which this section applies which is
maintained by an employer maintaining this

plan.”
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(B) FORMULA FOR DETERMINING BENEFITS

IN THE CASE OF SECTION 415(b)(7) PLANS.—
Subparagraph (C) of section 415(b)(7) is amended
to read as follows:

“(C) under which benefits are determined
solely by reference to length of service, the partic-
ular years during which service was rendered, age
at retirement, and date of retirement,”

(11) AMENDMENT RELATED TO SECTION 154 OF
THE ACT.—Subparagraph (A) of section 403(b)}7) is
amended by striking out “‘which satisfied” and insert-
ing in lieu thereof ““which satisfies”.

(12) AMENDMENT RELATED TO SECTION 156 OF
THE ACT.—

(A) EFFECTIVE DATE.—Subsection (d) of
section 156 of the Revenue Act of 1978 (relating
to effective date for provision allowing rollover of
-section 403(b) annuities) is amended by striking
out “December 31, 1978” and inserting in lieu
thereof ‘“December 81, 1977".

(B) TRANSITIONAL RULE FOR MAKING SEC-
TION 403(b)(8) ROLLOVER IN THE CASE OF PAY-
MENTS DURING 1978.—In the case of any pay-
ment made during 1978 in a qualifying distribu-
tion described in section 403(b)X8) of the Internal
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Revenue Code of 1954, the applicable period
specified in section 402(a)(5)(C) of suchv Code shall
not expire before the close of December 31, 1980.

© CLEB,ICAL AMENDMENTS.—Sections
403(b)(1) and 4973(c)X1) are each amended by
striking out “409(d¥3)(C)”, and inserting in lieu
thereof “‘409(b)(3)(C)”.

(13) AMENDMENTS RELATED TO S8EOTION 157

OF THE ACT.—

(A) EFF.‘ECTIVE DATE FOR REMOVAL OF
CERTAIN REQUIREMENTS.—Paragraph (8) of sec-
tion 157(h) of the Revenue Act of 1978 is
amended by striking out ‘‘the amendments made
by this section” each place it appears and insert-
ing in lieu thereof “the amendments made by this
subsection’’.

(B) CONFORMING AMENDMENTS FOR SPOU-
SAL ROLLOVERS.—Sections 219(b)(4), 220(b)(5),
408(a)(1), 409(a)(4), and 4973(b)(1)(A) are each
amended by inserting “402(a)(7),” after “section
402(a)(5),”.

(C) SpousaL ROLLOVERS.—Clause (i) of
section 402(a)(7)(A) is amended to read as fol-

lows:
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“@i) any portion of a qualifying rollover
distribution attributable to an employee is
paid to the spouse of the employee after the
- employee’s death,”.

(D) EXTENSION OF TRANSITIONAL RULE.—
Subparagraph (B) of section 157(b)(3} of the Rev-
enue Act of 1978 (relating to transitional rule for

removal of certain requirements) is amended—
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() by striking out “any payment” and
inserting in lieu thereof ‘‘any payment made
during 1978”, and

(i) by striking out “December 31,
1978” and inserting in lieu thereof “Decem-
ber 31, 1980",

(E) CLERICAL AMENDMENTS.—

() Clause (iii) of section 402(a)(6)D)
(relating to sales of distributed property) is
amended by striking out “‘many designate
and inserting in lieu thereof “may desig-
nate”’.

(i) Subparagraph (B) of section
408(d)(5) is amended by striking out sll that
follows clause (i) and inserting in lieu thereof
the following:

“(ii) the information was erroneous,
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subparagraph (A) shall be applied by increasing
the dollar limit set forth therein by that portion of
the excess contribution which was attributable to

such information.”

(b) EFFEOTIVE DATES.—

(1) SPECIAL EFFECTIVE DATES.—

(A) SussecTION (a)x1).—The amendment
made by subsection (a)(1) shall apply to taxable
years beginning after December 31, 1977.

(B) SuBsecTION (@)(2).—The amendments
made by subparagraphs (A) and (B) of subsection
(a)(2) shall apply to payments for months begin-
ning after December 31, 1979. -

(C) DEFINITION OF QUALIFYING EMPLOYER
SECURITIES.—The amendment made by subpara-
graph (C) of subsection (a)(6) shall apply to stock
acquired after December 31, 1979.

(D) COORDINATION WITH SECTION 691.—
The amendment made by subsection (a)(7) shall
apply with respect to the estates of decedents
dying after the date of the enactment of this Act.

(E) CONTRIBUTIONS UNDER SIMPLIFIED
EMPLOYEE PENSION.—The amendments made by
subparagraph (B) of subsection (a)(9) shall a;pply
to payments made on or after January 1, 1979.
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1 (2) GENERAL EFFECTIVE DATE.—

For general effective date, see section 201.

2 SEC. 102, AMENDMENTS RELATED TO TITLE II.

3 (a) GENERAL RULE.—

4 (1) AMENDMENTS RELATED TO SUBTITLE A OF

5 TITLE II OF THE ACT.— ‘

6 (A) STocK OWNERSHIP RULES.—Subsection
N (a) of section 465 (relating to deductions limited

8 to amount at risk) is amended—

9 (i) by striking out ‘““(determined by ref-
10 erence to the rules contained in section 318
11 ' rather than under section 544)" in paragraph
12 (1XC), and
13 (ii) by adding at the end thereof the fol-
14 lowing new paragraph:

15 “(3) SPECIAL RULES FOR APPLYING PARAGRAPH

16 (1)¢).—For purposes of paragraph (1)(C)—

17 “(A) section 544(a)(2) shall be. applied as if
18 such section did not contain the phrase ‘or by or
19 for his partner’; and

- 20 ‘“(B) sections 544(a)(4)(A) and 544(b)(1) shall
21 be applied by substituting ‘the corporation meet
22 the stock ownership requirements of section
23 542(a)(2)’ for ‘the corporation a personal holding
24 company’.”

55-169 0 ~ 80 - 3
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(B) CLARIFICATION OF RULES FOR RECAP-

TURE OF LOSSES WHERE AMOUNT AT BISK IS
LESS THAN 2ERO.—Subsection (d) of section 485
(defining loss) is amended by inserting before the
period at the end thereof the following: “(deter-
mined without regard to subsection (e}{(1XA))”’.

(C) CLARIFICATION OF LIMITATION ON RE-
CAPTURE OF LOSSES.—Subparagraph (A) of sec-
tion 465(e)(2) (relating to limitation on recapture
of losses where amount at risk is less than zero)
is amended by inserting “by reason of losses”
after “with respect to the activity”.

(D) EXCLUSION FOR CERTAIN EQUIPMENT
LEASING BY CLOSELY-HELD CORPORATIONS.—

| (i) Subsection._{(c) of section 465 (relat-
ing to deductions limited to amount at risk)
is amended by adding at the end thereof the
following new paragraphs:
“(4) EXCLUSION FOR OERTAIN EQUIPMENT
LEASING BY OLOSELY-HELD COBPORATIONS.—

“(A) IN GENERAL.—In the case of a corpo-
ration described in subsection (a)(1}(C) actively
engaged in equipment leasing—

“(@) the activity of equipment leasing

shall be treated as a separate activity, and
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“(ii) subsection (a) shall not apply to
losses from such activity.
“(B) 50-PERCENT GROSS BECEIPTS TEST.—

For purposes of subparagraph (A), a corporation

shall not be considered to be actively engaged in

equipment leasing unless 50 percent or more of
the gross receipts of the corporation for the tax-
able year is attributable, under regulations pre-
scribed by the Secretary, to equipment leasing.
“{C) COMPONENT MEMBERS OF CON-
TROLLED GROUP TREATED A8 A BINGLE CORPO-
RATION.—For purposes of subparagraph (A), the
component menibers of a controlled group of cor-
porations shall be treated as & single corporation.

“(5) WAIVER OF CONTROLLED GROUP RULE

WHERE THERE I8 SUBSTANTIAL LEASING AOTIVI-

TY,—

“(A) In GENERAL.—In the case of the com-
ponent members of a qualified leasing group,
paragraph (4) shall be applied—

“(@i) by substituting ‘80 percent’ for ‘50
percent’ in subparagraph (B) thereof, and

“(ii) a8 if paragraph (4) did not include
subparagraph (C) thereof.
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“B) QUALIFIED LEABING GROUP.—For
purposes of this paragraph, the term ‘qualified
leasing group’ means a controlled group of corpo-
rations which, for the taxable year and each of
the 2 immediately preceding taxable years, satis-
fied each of the following 3 requirements:

“@i) AT LEAST 3 EMPLOYEES.—During
the entire year, the group had at least 3 full-
time employees substantially all of the serv-
ices of whom were services directly related
to the equipment leasing activity of the
qualified leasing members.

“(i)) AT LEAST 5 SEPARATE LEASING
TRANSACTIONS.—During the year, the
qualified leasing members in the aggregate
entered into at least 5 separate equipment
leasing transactions.

“@ii) AT LEAST $1,000,000 EQUIP-
MENT LEASING RECEIPTS.—During the
year, tﬁe qualified leasing members in the
aggregate had at least $1,000,000 in gross
receipts from equipment leasing.

The term ‘qualified leasing group’ does not in-
clude any controlled group of corporations to
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which, without regard to this paragraph, para-
graph (4) applies.

“(C) QUALIFIED LEABING MEMBER.—For
purposes of this paragraph, a corporation shall be
treated as a qualified leasing member for the tax-
able year only if for each of the taxable years re-
ferred to in subparagraph (B)—

“@) it is a component member of the
controlled group of corporations, and

“(ii) it meets the requirements of para-
graph (4)B) (as modified by subparagraph

(A)() of this paragraph).

“(6) DEFINITIONS RELATING TO PARAGRAPHS
(4) AND (5).—For purposes of paragraphs (4) and (5)—

“4A) EQUIPMENT LEASING.—The term
‘equipment leasing’ means—

“(i) the leasing of equipment which is
section 1245 property, and

“(ii) the purchasing, servicing, and sell-
ing of such equipment.

“(B) LEASING OF MASTER SOUND RECORD-
INGS, ETC., EXCLUDED.—The term ‘equipment
leasing’ does not include the leasing of master
sound recordings, and other similar contractural

arrangements with respect to tangible or intangi-
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ble assets associated with literary, artistic, or
musical properties. i
“(C) CONTROLLED GROUP OF CORPORA-
TIONS; comoﬁnm MEMBER.—The terms ‘con-

trolled group of corporations’ and ‘component

" member’ have the same meanings as when used

in section 1563. The determination of the taxable
years taken into account with respect to any con-
trolled group of corporations shall be made in a
manner consistent with the manner set forth in
section 1563.”

(i) Subparagraph (D) of section

465(c)(3) is amended to read as follows:

“(D) EXCLUSION FOE REAL PROPERTY.—In
the case of a<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>