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The Committee on Finance, to which was referred- the bill (H.R.
7320) to revise miscellaneous timing requirements of the revenue laws,
and for other purposes, having considered the same, reports favor-
ably thereon with amendments and recommends that the bill as
amended do pass.

The amendments are shown in the text of the bill in italic.

L SUMMARY

In general, the bill contains various provisions relating to certain
timing requirements of the Federal tax laws. These provisions have
been developed from a list of legislative recommendations submitted
by the American Bar Association, the American Institute of Certified
Public Accountants and various other groups including State and
local bar and accounting associations.

The Subcommittee on Taxation and Debt Management of the Com-
mittee on Finance held public hearings on the bill on March 17, 1978.
The Committee on Finance subsequently made further amendments to
the bill as a result of the testimony and comments received.
HowMe bill

The bill contains provisions relating to the time for (1) payment
of expenses owed to related parties, (2) election of special corporate
liquidation treatment for involuntary conversions, (3) election of

Subchapter S status by a corporation, (4) filing of unrelated bui-
.ess income tax returns for exempt orgaizatins, (5) determin-
ing the status of a taxpayer as a fanner or fisherman for estimatedIncoe tax purposes, (6) claiming credits or refunds arising from
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carrybacks, and (7) collection of the penalty for failure to pay over
withholding taxes where a bond is furnished. In addition to these tim.
ing provisions, the bill provides a basis adjustment for property distri.
buttons received by a corporation where gain is recognized by the
distributing corporation.

Committee amendments.-A committee amendment modifies the
provision relating to the election of subchapter S status by a corpora.
tion in two respects.

First, the House bill provides that a newly formed corporation nay
make the subchapter S election during the first 75 days of its first tai.
able year, rather than the 1-month period provided under present law.
The committee modified this provision so that existing corporations
may also make a subchapter S election during the first 75 days of its
taxable year.

Second, the House bill would permit the filing of a subchapter S
election by shareholders of a small business corporation at any time
during the year preceding the taxable year for which the election is
effective. The committee has modified this provision so that the addi-
tion of new shareholders, after such an election is filed and before
the election is effective, will not terminate the subchapter S election,

A committee amendment also would permit duty-free importation
of boric acid, mineral wool, or glass fibers from any most-favored-
nation country beginning on the date of enactment of this bill and
before June 30, 1979.

II. EXPLANATION OF PROVISIONS

A. Period for Payment to Qualify for Deductibility of Certain
Expenses Paid to Related Taxpayers (see. 2 of the bill and
new sec. 267(e) of the Code)

Present law
Under present law (see. 267 (a)), an accrual basis taxpayer is denied

a deduction for certain accrued expenses or interest owed to certain
related persons who are on the cash basis. The disallowed interest and
expenses are those which are not paid to the related person, or are not
constructively received by the related person, within the taxable year
in which the expenses are accruable, or within 21/2 months thereafter.
This provision prevents an accrual-basis taxpayer from claiming a
deduction for an accrued expense which the related cash-basis payee
is not required to take into income until some subsequent time, if at al.

Because an accrued expense is deductible by a taxpayer under the
accrual method of accounting only in the taxable year in which it
accrues, a deduction disallowed under section 267 (a) is permanently
lost. It cannot be deducted at some subsequent time when payment is
made.

In determining whether certain acts are performed timely, present
law (see. 7503) generally provides that when the last day for perform,
ing any act falls on a Saturday, Sunday, or legal holiday, the act is
timely if it is performed on the next sugeeding day which is not'
Saturday, Sunday, or legal holiday. However, the Internal Revenue



Service has ruled that this provision applies only to procedural steps
in connection with the determination, collection, or refund of taxes,
and does not extend the 21 -month period (under section 267(a))
during which accrued expenses owed to a related person must be paid
by the taxpayer, or constructively received by the related person. (Rev.
Bul. 72-541, 1972-2 CB 645.)

Reasons for change
The committee believes that the general procedural rule for timely
performance when the last day for performance falls on a Saturday,

sunday, or legal holiday, should apply to the period for payment
of accrued expenses owed to related parties. This will permit deduc-
tions for payments of expenses on the succeeding business day in the
ordinary course of business.

Explanation of the provision
This amendment applies the timely performance rule relating to

holidays (see. 7503) in determining the period within which accrued
expenses owed to a related taxpayer must be paid (see. 267 (a) ). As a
result, the 21 2-month period under section 267 (a) during which pay-
ments must be made (or constructively received) in order to be deduct-
ible is to be extended if the period ends on a Saturday, Sunday, or
legal holiday.

Under the bill, the determination of what constitutes a "legal
holiday" is to be made under section 7503. For this purpose, a legal
holiday must be a holiday recognized throughout the State where the
payor is considered to reside for purposes of filing the payor's income
tax return for the preceding taxable year.

The provision is the same as the House bill.
Effective date

This amendment applies with respect to payments made after the
date of enactment of the bill.

B. Increase in Basis for Amount of Gain Recognized to the Dis-
tributing Corporation (sec. 3 of the bill and sees. 301(b)(1)
(B), 301(d) (2), and 312(c) of the Code)
Present law

Under present law (see. 301(b) (1) (B)), if property is distributed
by a domestic corporation to a shareholder which is a domestic corpo-
ration, the amount of the distribution treated as a dividend to the dis-
tributee corporation is an amount equal to the lesser of (1) the fair
market value of the property received, or (2) the adjusted basis of the
Property to the distributing corporation, plus any income or gain
recognized by the distributing corporation upon the distribution pur-
suant to certain designated Code sections.1 These designated Code sec-
tions provide for recognition of gain upon the disposition of certain
types of property, such as LIFO inventory, properties subject to in-
debtedness in excess of basis, appreciated property used to redeem
stock, real and personal property on which depreciation was claimed,

15(ations 811(b), (c), and (d), 341(f), 617(d) (1), 1245(a), 1250(a), 1251(C),
and 1 254(a).



farmland, and interests in oil or gas properties. Corresponding rule,
apply in determining the reduction in the earnings and profits of the
distributing corporation (see. 312(c)).

The same rule is provided with respect to the computation of the
basis of the property received by a domestic distributee-corporation
(see. 301(d) (2)).

Reasons for change
The provisions of present law prevent double taxation at the cor-

porate level of the same gain (once at the distributor-corporation level
against double taxation.at.the corporate level (sec.!243).) If a step.up
in basis to the extent gain is recognized by the distributor-corporation,
(The corporate dividends received deduction also operates to mitigate
against double taxation at the corporate level (sec. 243).) If a step-up
in basis were not provided in these instances, double taxation of a por.
tion of the gain would occur upon the subsequent sale or disposition
of the property by the distributee-corporation.

However, in at least one instance and possibly others, reference
not made to a Code section which requires the recognition of gain
by a corporation upon the distribution of property to another corpo.
ration. Thus, while gain is recognizable upon a corporation's dis-
tribution of an installment obligation to a distributee corporation
(under sec. 453(d)), no increase in the amount of distribution and
basis results because the installment disposition provision is not
specifically designated under either the dividend inclusion rule or the
basis rule for property distributed to a corporate shareholder. More-
over, there are other corporate distribution situations with respect to
which certain case law would require recognition of gain.

Thus, the dividend inclusion rule and corporate-distributee basis
rule are not inclusive of all situations in which gain is recognize&
As a result, the potential for some double taxation exists for those
recognition situations which are not specifically covered by these pro-
visions secss. 301(b) (1) (B) and 301(d) (2)).

Accordingly, the committee believes that a general provision should
be provided to adjust the amount of the distribution and the basis
of the distributed property for a distributee-corporation where gain
is recognized upon the distribution of property by the distributor-
corporation.

Explanation of the provision
The bill provides that the amount of an in-kind property distribu-

tion and the basis of the property to a distributee corporation is to be
increased by any gain recognized to the distributing corporation On
the distribution. The bill also provides that the earnings and profits
account of the distributing corporation is to be adjusted for any gala
recognized by it upon the distribution (rather than just the gain recog-
nized pursuant to specified Code sections).

The provision is the same as the House bill.
Effective date

This provision applies to distributions made after the data Of
enactment of the bill.
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C. 60-Day Extension of 12-Month Period for Nonrecognition of
Gain in Connection With Certain Liquidations Where There
is an Involuntary Conversion (see. 4 of the bill and sec. 337
of the Code)

Present law
Under present law, a corporation, which adopts a plan of complete

liquidation and within 12 months thereafter distributes all of its
assets to its shareholders, does not recognize gain or loss on the sale
of property during the 12-month period. Prior to the enactment of this
provision of the Code (see. 337), a sale of property by a corpora-
tion which subsequently liquidated generally resulted in two taxes-
one tax on the corporation on the gain realized on the sale, and a sec-
ond tax on the shareholders on the gain realized by them when they
received the proceeds from the corporation in complete liquidation
of their stock. Prior to enactment of section 337, the tax on the sale
could generally be avoided only by a distribution of assets to the
shareholders in a taxable liquidation followed by a sale under which
gain was not realized because the bases of the assets were equal to the
sales price. The Congress changed the law in 1954 because these differ-
ences accorded undue weight to the formalities of the transaction and
they, therefore, represented merely a trap for the unwary.

Congress chose to eliminate the tax at the corporate level. Section
337 generally eliminates the distinction between (1) a distribution of
assets followed by a sale and (2) a sale followed by a distribution of
sale proceeds to shareholders. The three major requirements of section
337 are: (1) that a plan of complete liquidation be adopted on or
before the date of the sale or exchange, (2) that the sale or exchange
occur within the 12-month period beginning on the date of adoption of
the plan, and (3) that all proceeds (less assets retained to meet claims)
be distributed in complete liquidation within the 12-month period.

Under present law, an involuntary conversion of property which
results from a fire or condemnation proceeding is a "sale or exchange"
eligible for non-recognition of gain or loss under this provision. In the
case of a fire, the Supreme Court has held that the sale or exchange
Occurs at the time of the fire even if the insurance proceeds are not
determinable at that time, Central Tablet Manufacturing Co. v. U.S.,
417 U.S. 673 (1974). Similarly, the transfer of ownership to the State
in the case of condemnation constitutes a "sale or exchange," even if the
owner did not have notice of the action. In some States, filing of
documents in court is sufficient to transfer ownership of the con-
denmed property, and subsequent litigation as to the amount of the
condemnation award does not change the date of "sale" for purposes
of the 12-month liquidation provision.

In the case of destruction of property by fire or other casualty, it is
difficult if not impossible to take action to adopt a plan of liquidation
Ol the date the fire or other casualty occurs.' If a corporation decides
after an involuntary conversion to liquidate, any gain arising from
the involuntary conversion is subject to two incidences of taxation if

P, under the statute, the nonrecognition provision applies to sales or exchanges taking
Pace on or after the date the plan is adopted.



the corporation did not adopt a plan on the date of the invol.tarconve sion or did not happen to have a plan in existence before the dateof the conversion. Similar considerations arise in connection with con.demnations. If the taxpayer has little knowledge of an imPendi 1 gcondemnation, then the corporation may be unable to adopt a planof liquidation on or before the date of the condemnation.
Reasons for change

The committee believes that any gains arising from the involuntaryconversion of a corporation's assets should not be subject to two i.cadences of taxation where the corporation adopts a plan of liquidationshortly after the conversion, and does in fact liquidate within the 12
months following adoption of the plan.

The committee feels that since two incidences of taxation can IVavoided where events can be foreseen, similar treatment should beafforded, on an elective basis, in the case of an unforeseen event such as
fire or other involuntary conversion.

Explanation of the provision
The bill extends nonrecognition treatment to gain or loss resultingfrom the destruction, theft, seizure, requisition, or condemnation ofproperty, or from the sale or exchange of property under the threat orimminence of requisition or condemnation, if a plan of liquidation

is adopted within 60 days after the date the involuntary convesionoccurs, and the liquidation otherwise qualifies under the 12-monthliquidation provision (sec. 337). However, this additional nonrecogni-
tion provision will apply only if the liquidating corporation so elects,at such time and in such manner as may be prescribed in Treasury
regulations. If the nonrecognition election is made, it will apply to allgains and losses from all involuntary conversions occurring during the
60-day period.

This provision is the same as the House bill.
Effective date

The amendment is to apply to involuntary conversions occurring
after the date of enactment of the bill.
D. Extension of Period for Making Subchapter S Elections (see.

5 of the bill and sec. 1372(c) of the Code)
Present law

Subehapter S was enacted in 1958 in order to minimize the effect OfFederal income taxes on the form in which a business is conductedby permitting incorporation and operation of certain small busineS
without the incidence of income taxation at both the corporate aid
shareholder levels. The subchapter S rules allow corporations engagvdin active trades or businesses to elect to be treated for income taxpurposes in a manner similar to that accorded partnerships. Where neligible corporation elects under the subchapter S provisions, the in-come or loss (except for certain capital gain) is not taxed to ilecorporation, but each shareholder reports a share of the corporation's
income or loss each year in proportion to his share of the corporaonis
total stock. Once made, the election continues in effect for the taxable
year and subsequent years until terminated.



present law requires that in order for a subchapter S election to
be effective for a taxable year, it must be filed during a 2-month
)eriod which begins 1 month before the start of the taxable year. (For

example, if a calendar year corporation wishes to elect subchapter S
effective for 1978, the election must be filed during December of 1977 or
January of 1978.) An election is not valid for either the intended year
or any future year if it is not filed within this period. Extensions of
tine for filing the election are not granted. Rev. Rul. 60-183, 1961-1
C.B. 625. If an election is found to be untimely upon audit several
vears later, the corporation is taxed as a regular corporation for all
the intervening years, Opine Timber Co., Inc., 64 T.C. 700 (1975);
Joseph TV. Feldmaan, 47 T.C. 329 (1966).

In effect, the period of time during which an election can be made
by a newly-formed corporation for its first taxable year is only one
month since a new corporation cannot make the election until it is
ii existence under State law, which generally occurs -t the sane time
,s the beginning of its first taxable year. J. William Frentz, 44 T.C.
485 (1965), aff'd, 375 F.2d 662 (6th Cir. 1967). In other situations it
has been difficult to determine when the 1-month period begins for a.
iew corporation because of several alternative rules used to deter-
mine when its first taxable year begins.

Reasons for change
There are many instances where an apparent timely subchapter S

election may be invalid because the election was not filed within the
limited period of time allowed under present law. In the case of a new
corporation, this problem is particularly acute because of the alterna-
tive tests for determining when a corporation begins its existence. An
invalid election may effect the shareholders for several years because
they may not realize the election is invalid until an audit occurs sev-
eral years later. In this case, a retroactive election may not be made
and subchapter S status is not available for any of these years.

The limited 2-month rule, applicable to corporations making the
election for a year other than the year in which they are formed, was
intended to require the corporation to make the election before it could
predict its profitability for the year with any certainty. This rule
helps Preclude use of subchapter S as a tax avoidance mechanism.
Extending the period of election to encompass the entire preceding
year does not provide any tax avoidance possibilities, and. should
reduce inadvertent untimely elections by allowing them to be made
when they are first considered during the preceding year, rather
than having to wait until the last month of the year.

Explanation of the provision
Under the bill as passed by the House and amended by the Com-

lnittee, the period of time to make the subchapter S election is expanded
to include the entire preceding taxable year of the corporation. In
addition, the bill would permit all corporations to make the elec-
tion during the first 75 years of the taxable year for which the
election is effective. Under the bill as passed by the House, the 75-day
period would have been available only to newly formed corporations.
.le committee amendment extends this period to previously exist-
ing corporations.



The bill, as amended by the committee, also provides that wherethe election is made prior to the taxable year for which it is effective
the shareholders who are required to consent to the election are thbo
who hold stock on the day the election is made rather than on the
first day of the taxable year for which the election is effective. Where
the election is made during the taxable year preceding the year for
which it is to be effective, no additional consents will be required
where shareholders acquire stock prior to the beginning of the year
for which the election is effective. This rule would also apply when
an election is not timely filed for the intended taxable year but is
effective for succeeding taxable years. In these cases, an individual
who becomes a shareholder after the election is filed would have to
affirmatively refuse to consent to the election within 60 days of be-
coming a shareholder to break the election.

Effective date
This amendment will be effective for subchapter S elections made

more than 60 days after date of enactment but only for taxable years
which begin more than 60 days after the date of enactment.

In addition, if certain conditions are satisfied, the perfection of a
prior election which was not timely filed is permitted as to the corpo.
ration's taxable year following the taxable year in which the original
election was filed. The small business corporation must have filed an
income tax return for that year as an electing corporation and file a
perfecting election (at the time and in the manner prescribed by
Treasury regulations). All persons who were shareholders of the cor-poration (at any time during the period beginning with the first tax-
able year to which the perfecting election applies and ending with thedate of making the perfecting election) mustconsent to the making of
the election. The shareholders must also consent to an extension ohestatute of limitations for assessing any deficiencies attributable to te
election, which would otherwise be barred, for a 1-year period after
the date of filing the perfecting election. The perfectinor election must
apply to the corporation's first taxable year following tte taxable year
in which the original election was fied and to subsequent taxable yeas.
Similarly, the election will relate to the shareholders' taxable years af-
fected by perfecting the corporation's status as an electing small busi-ness corporation.

E. Time for Filing Income Tax Returns in the Case of Organiza.
f-inns Exempt from Taxation Under Section 501(a) (sec. B of
the bill and sec. 6072 of the Code)
Present Law

Under present law, income tax returns on the unrelated business
taxable income of calendar year corporations exempt frm tax under
section 501(a) of the Code must be filed on or before the 15th day of
March following the close of the calendar year, and such returnsmade on the basis of a fiscal year must be filed on or before the 15th
day of the third month following the close of the fiscal year.' Sithe
larly, trusts exempt from tax under section 501(a) must file ncens
tax returns on their unrelated business taxable income on or befm1

1 Sec. 6072(b).



the 15th day of April in the case of returns made on the basis of the
calendar year, or, in the case of returns made on the basis of the fiscal
year, on or before the 15th day of the fourth month following the
dose of the fiscal year.2 However, annual information returns of these
exempt organizations (other than certain religious or apostolic orga.-
nizations) must be filed on or before the 15th day of the fifth calen-
dar month following the close of the taxable year.3 Thus, the due date
for an exempt organization's information return is different from the
due date for the organization's income tax return.

Reasons for change
The committee believes that for reasons of administrative conven-

ience to both the Internal Revenue Service and those exempt organiza-
tions required to file both an information return and an unrelated
business income tax return, a single due date should be prescribed.

Explanation of the provision
The provision generally conforms the due date for an exempt orga-

nization to file a return of unrelated business income to the due date
for filing an annual information return. Under this provision, an or-
ganization exempt from tax under section 501 (a), other than an
employees' trust described in section 401 (a), must file its income tax
return on or before the 15th day of the fifth month following the
close of the taxable year. For a calendar year organization, the return
would have to be filed by May 15.

This provision is the same as the House bill.
Effective date

This provision applies to returns for taxable years beginning after
the date of enactment of the bill.

F. Period for Determining Whether the Taxpayer is a Farmer
or a Fisherman for Purposes of the Estimated Tax (sec. 7 of
the bill and sec. 6073(b) of the Code)

Present law
Under present law, an individual generally is required to file quar-

terly declarations of estimated income tax if his tax liability not cov-
ered by withholding can be expected to be $100 or more and he will
have a certain amount of gross income or nonsalary income (sees.
6015 and 6073). An addition to tax generally is imposed on an under-
payment of estimated tax. The rate of this addition to tax is equal to
the interest rate on underpayments of tax and is based on the amount of
underpayment for the time between the due date of the estimated tax
Payment and the due date of the tax return unless one of several excep-
tions apply (see. 6654).

However, -special provisions apply to farmers and fishermen. Under
these provisions, an individual may postpone the filing of an estimated
tax return (and the payment of estimated taxes) for a taxable year
until January 15th of the succeeding taxable year if his estimated
gross income from farming or fishing for the taxable year is at least

'se. 6072 (a).
3 Treasury regulations § 1.6033-2(e).
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two-thirds of the total estimated gross income from all sources for the
taxable year?

Reasons for change
Under present law, if an individual relies on the special rules for

farmers and fishermen in the belief that at least two-thirds of llis
current gross income will be from fanning or fishing and it later
develops that this is not the case (for instance, because of a Crop
failure), the taxpayer may not be able to avoid the addition to tax for
underpayment of estimated tax because the time for making timely
payments of estimated tax has expired.

Accordingly, the committee believes that the special rules for il-
ing estimated tax returns in the case of farmers and fishermen should
be available if the requirements are satisfied on the basis of gross in-come for the preceding taxable year.

Explanation of the provision
The bill extends the exception from quarterly declarations of es-

tinated tax so that the special rule for farmers and fishermen also
applies when at least two-thirds of the gross income shown on an
individual's tax return for the preceding taxable year was gross in-

come from farming or fishing.
The provision is the same as the House bill.

Effective date
This provision applies to declarations of estimated tax for taxable

years beginning after the date of enactment of the bill.

G. Period of Limitations for Credit or Refund With Respect to
Certain Carrybacks of Losses and Credits (sec. 8 of the bill
and sec. 6511 of the Code)
Present law

Under present law (sec. 6511(d) (2) (A)), a claim for refund or
credit attributable to a carryback of a net operating loss or capital
loss must be filed within 3 years of the due date of the corporate or
individual tax return for the taxable year of the loss, without regard
to any extensions of time which may be granted for filing the return
(including automatic extensions) unless a written extension of the
period of limitations on assessment is obtained. Similar rules apply
with respect to the carryback of the investment credit, work incentive
credit and new jobs credit.

Since under present law a claim for refund attributable to a carry-
back of a net operating loss, capital loss or the previously mentioned
credits must be filed within 3 years of the return due date determined
without regard to any extension of time, it is possible for a carryback
claim to be barred by the statute of limitations at a time that deficien-
cies attributable to the carryback may still be assessed, or that a claim
for refund of the current year's tax is not barred by the statute Of
limitations.

I Also, an individual who qualifies for deferral of estimated tax payments under this
rule is not required to make a declaration of estimated tax or payment of estimated W
on January 15th, if he files a tax return on or before March 1 of the following year and
pays the full amount of tax at that time (sec. 6015(f)).



Reasons for change
The committee believes that the limitation period for filing claims

for refunds with respect to loss carrybacks. where the taxpayer has filed
a timely return for the loss year, should be the same as the limitation
period for assessing deficiencies attributable to the. carrybacks.

Explanation of the provision
The provision amends section 6511(d) (2) (A) to provide that a

claim for credit or refund relating to an overpayment attributable to
a net operating loss carryback or a capital loss carryback may be filed
within 3 years after the time for filing the return, including extensions,
for the loss year. A similar rule applies to the carrybacks of the in-
vestment credit, the work incentive program credit and the new jobs
credit.

This provision is the same as the House bill.
Effective date

The amendments apply to carrybacks arising in taxable years begin-
ning after the date of enactment of the bill.

H. Stay of Collection of Penalty Under Section 6672 When Bond
is Filed (see. 9 of the bill and sec. 6672 of the Code)
Present law

Present law (see. 6672) imposes a civil penalty upon any person who
willfully fails to collect or pay over any tax imposed by the Internal
Revenue Code. The penalty is equal to the amount of tax which has
not been collected or paid over. This penalty, commonly called the 100-
percent penalty for failure to pay over, applies not with regard to thq
personal tax liability of the person potentially subject to the penalty
but rather to tax for which another person is primarily liable, e.g., an
employer's liability for employees' income taxes withheld from payroll.

In the case of Tax Court litigation, a taxpayer need not pay a de-
ficiency asserted by the Government until the final adjudication of his
case, and the Government may not levy on his property or begin any
other collection procedure in the meantime.' However, the 100-percent
penalty is not subject to Tax Court jurisdiction. Instead, the person
subject to the penalty generally is restricted to filing with the Internal
Revenue Service a claim for refund for the penalty after it has been
paid or collected. If the Service denies the claim (or fails to respond
within 6 months), a suit for refund can be filed in either a U.S. district
court or the Court of Claims.2

'In the case of jeopardy assessments, immediate assessment and collection may be made,
but a new rovision was added under the Tax Reform Act of 1976 to obtain expedited
administrative and judicial review of jeopardy assessments (sees. 6331, 6861, 6862,
and 7429).

ThelO-pecet enalty Is frequently imposed on account of a failure to pay over
Withholding employent taxes. These are separate taxes as to each individual, and the
Positio ofte IR s to whether individuals are employees or independent contractors

Oan be challege by aying the amount of the taxes for only one of those individuals
ad using for a ref n4 of that amount In addition the plaintiff could demand abatement
of. the penalty attributable to the withholding taxes of the other individuals whose status
Is questioned However, even in this situation, the Government could file liens and levy on

th if ff p t fr the amount of the penalty that is not yet paid. a v.
Lled Stts58Fd 295 (C.A. 10, 1977), certiorari denied, 45 U.S.L.W. 3604 (U.S.



Thus, under present law, there is generally no procedure whereby
the person subject to penalty may stay enforcement of the penalty
pending a judicial determination. The Internal Revenue Service nlay
assess the penalty immediately after it is determined and, 10 dais
after notice and demand for payment is made, enforce the assessment
by various collection procedures, including a seizure of the property
of the person assessed with the penalty.

Reasons for change
Allowing the I.R.S. to proceed against a person assessed with the

penalty with collection procedures prior to a judicial determination
of his liability may seriously affect the credit or solvency of that per.
son.3 This result might occur, for example, if the tax liabilities under-
lying the penalty assessment were assessed retroactively for past years,
as well as for the current year.

In certain instances, persons against whom the penalty has been
assessed had to liquidate investments to pay the penalty and then
obtain an adjudication of their liability to pay.

Explanation of the provision
The bill provides a stay of collection proceedings against a person

assessed with the penalty if, within 30 days after the date of notice
and demand for payment of the penalty, he posts a bond equal to one
and one-half times the amount of the assessed penalty. The stay of
collection would not apply if it is determined that collection of the
penalty will be jeopardized by delay. In addition, the person posting
the bond must pay an amount sufficient to initiate refund litigation
(in the case of a penalty resulting from nonpayment of employment
taxes, this would be the withholding taxes attributable to one individ-
ual), file a refund claim, and begin court proceedings within 30 days
after a denial of the refund claim.

The bonds submitted under this provision are to be in the form and
with such surety or sureties as may be prescribed by the Secretary of
the Treasury or his delegate. However, the person required to furnish
the bond may choose intend to deposit obligations of the United
States.

After the posting of a bond under this provision, collection proceed-
ings would be staved until the final resolution of the court proceedings
in favor of the Government. While the collection proceedings are
stayed, the running of the period of limitations during which the pen-
alty may be collected would be suspended for the period of the stay of
collection proceedings.

The procedure for posting bond to stay collection for the penalty is
to be available as a matter of right. However, the committee does not
intend that the Internal Revenue Service treat the provision as. the
exclusive means by which a person can have an adjudication of his Or
her liability for the penalty. Thus, in appropriate cases, the Service
may permit the issue of liability to be adjudicated by a suit for the
refund for the payment of withholding tax for one employee rather
than having bond furnished for the entire amount in controversy.

3 As a result the taxpayer may be unable to pay the penalty at all, even by means of
loan. In such cases the I.R.S. or the Justice Department have entered into agreemefis
with the taxpayers under which the basic tax or the penalty is to be paid In inst1lmen|
but these agreements usually provide that the taxpayer must allow an entry of Judgeo
and may not prosecute a refund claim against the Government for the amounts paid.



This provision is the same as the House bill.

Effective date
This provision applies to penalties assessed more than 60 days after

enactment of this provision.

L Suspension of Import Duty on Certain Insulation Materials

Present law
Imports of boric acid from countries receiving nondiscriminatory

tariff treatment (MFN countries) are dutiable at 0.4 cents per pound
under column 1 of item 416.10 of the Tariff Schedules of the United
States (TSUS). MFN imports of mineral wool are dutiable at 7.5
percent ad valorem under column 1 of item 522.81 of the TSUS.
AIFN imports of glass fibers are dutiable at 11 percent ad valorem
under column 1 of item 540.71 of the TSUS. All three articles are duty
free if they are the product of a beneficiary developing country under
the Generalized System of Preferences (GSP).

Reasons for change
Domestic demand for insulation materials for residential and in-

dustrial use has greatly increased in recent years as a result of rising
energy costs, increasing consumer awareness of the need for energy
conservation, and the boom in housing starts. During the winter of
1977-78, there was a shortage of many forms of insulation in the
United States, causing prices to escalate rapidly for the material
available. Boric acid mineral wool, and glass fibers are among the
materials used for residential and industrial insulation purposes
which are in short supply.

The committee considers it appropriate to take temporary action
that will encourage greater imports of boric acid, mineral wool, and
glass fibers to reeve supply shortages and help restrain increasing
prices. In particular, greater imports of boric acid would help to con-
trol the production costs of cellulosic insulation, the major product
competing with fiber glass and mineral wool as an insulation mate-
rial. Boric acid is used as a fire retardant in the manufacture of cellu-
losic insulation materials.

Explanation of the provision
The committee amendment to H.R. 7320 would permit temporary

duty-free treatment for imports entered under column 1 of the TSUS
of boric acied, mineral wool, and glass fibers provided for in TSUS
items 416.10, 522.81, and 540.71, respectively.

Effective date
The duty-free treatment would extend from the date of enact-

ment through June 30, 1979.

III. EFFECT OF THE BILL ON THE BUDGET AND VOTE
OF THE COMMITTEE IN REPORTING THE BILL AS
AMENDED

Budget effect
In compliance with section 252 (a) of the Legislative Reorganization

Act of 1970, the following statement is made about the effect on the
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budget of this bill, H.R. 7320, as amended. The committee estimates
that the amendments to the Internal Revenue Code of 1954 which are
contained in the bill will not have any significant revenue effect in tle
current fiscal year or in any of the five following fiscal years.

Based on 1977 data, enactment of the committee amendment relating
to the suspension of duty on imports of certain insulation materials
would result in a customs revenue loss of about $1.7 million.

The Treasury Department agrees with this statement.
Vote of the committee

In compliance with section 133 of the Legislative Reorgniza0iol
Act of 1946, the following statement is made about the vote of the con,.
mittee on the motion to report the bill, as amended. The bill, H.R. 7320,
as amended, was ordered favorably reported by voice vote.

IV. REGULATORY IMPACT OF THE BILL

Pursuant to rule XXIX of the Standing Rules of the Senate, as
amended by S. Res. 4 (February 4, 1977), the committee makes the
following statement concerning the regulatory impact that might be
incurred in carrying out the provisions of this bill.

The bill does not regulate any individuals or businesses, blt amends
certain timing provisions of the.tax law in order to ease comnpliance
by taxpayers with these provisions and suspends for a temporary
period certain materials'used in insulation. The bill is not expected
to have any impact on personal privacy and is not expected to involve
any additional paperwork for individuals.

V. CHANGES IN EXISTING LAW
In compliance with paragraph 4 of rule XXIX of the Standing

Rules of the Senate, changes in existing law made by the bill, as
reported, are shown below (existing law proposed to b omitted is
enclosed in black brackets, new matter is in italic, existing law in
which no change is proposed is shown in roman).

INTERNAL REVENUE CODE OF 1954

Subtitle A-Income Taxes

CHAPTER 1-NORMAL TAXES ANI SURTAXES

Subchapter B-Computation of Taxable Income

PART IX-ITEMS NOT DEDUCTIBLE
U~4 0U
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SEC. 267. LOSSES, EXPENSES, AND INTEREST WITH RESPECT TO
TRANSACTIONS BETWEEN RELATED TAXPAYERS

(a) DEDUCTIONS DISALLOWED.-NO deductions shall be allowed-
(1) Losss.-In respect of losses from sales or exchanges of

property (other than losses in cases of distributions in corporate
liquidations), directly or indirectly, between persons specified
within any one of the paragraphs of subsection (b).

(2) UNPAm EXPENSES AND INTEREST.-In respect of expenses,
otherwise deductible under section 162 or. 212, or of interest, other-
wise deductible under section 163-

(A) If within the period consisting of the taxable year of
the taxpayer and 21/2 months after the close thereof (i): such
expenses or interest are not paid, and (ii) the amount thereof
is not includible in the gross income of the person to whom the
payment is to be made; and-

(B) If, by reason of the method of accounting of the person
to whom the payment is to be made, the amount thereof is
not, unless paid, includible in the gross income of such person
for the taxable year in which or with which the taxable year
of the taxpayer ends; and

(C) If, at the close of the taxable year of the taxpayer or
at any time within 21/ months thereafter, both the taxpayer
and the person to whom the payment is to be made are persons
specified within any one of the paragraphs of subsection (b).

(b) RLATIoNSnxs.-The persons referred to in subsection (a) are:
(1) Members of a family, as defined in subsection (c) (4)-;2) An individual and a corporation more than 50 percent in

value of the outstanding stock of which is owned, directly or in-
directly, by or for such individual; . I

(3) Two corporations more than 50 percent in value of the out-
standing stock of each of which is owned, directly or indirectly,
by or for the same individual, if either oneof such corporations,
with respect to the taxable year of the corporation preceding the
date of the sale or exchange was, under the law applicable, to such
taxable year, a personal holding company or a foreign personal
holding company;

4) A grantor and a fiduciary of any trust;
5) A fiduciary of a trust and a fiduciary of another trust, if

the same person is a grantor of both trusts;
6 A fiduciary of a trust and a beneficiary of such trust;,

(7) A fiduciary of a trust and a beneficiary of another trust, if
the same person is a grantor of both trusts;

(8) A fiduciary of a trust and a corporation more than per-
cent in value of the outstanding stock of which is owned, directly
or indirectly, by or for the trust or by or for a person who is a
grantor of the trust; or ..
* (9) A person and an organization to which section 501 ('relat-
ing to certain educational and charitable organizations which are
exempt from tax) applies and which is controlled directly or in-
directly by such person or (if such person is an individual) by
members of the family of such individual.



(c) CONSTRUCTIVE OwNERsrn OF ST0cx.-For purposes of deter.
mining, in applying subsection (b),.the ownership of stock-

(1) Stock owned, directly or indirectly, by or for a corporation
partnership, estate, or trust shall be considered as being Owned
proportionately by or for its shareholders, partners, or benefi,
crmaes;

(2) An individual shall be considered as owning the stock
owned, directly or indirectly, by or for his family;

(3) An individual owning (otherwise than by the application
of paragraph (2)) any stock in a corporation shall be considered
as owning the stock owned, directly or indirectly, by or for his
partner;

(4) The family of an individual shall include only his brothers
and sisters (whether by the whole or half blood), spouse, aces
tors, and lineal descendants; and

(5) Stock constructively owned by a person by reason of the
application of paragraph (1) shall, for the purpose of applying
paragraph (1), (2), or (3), be treated as actually owned by such
person, but stock constructively owned by an individual by reason
of the application of paragraph (2) or (3) shall not be treated as
owned by him for the purpose of again applying either of such
paragraphs in order to make another the constructive owner of
,such stock.

(d) AMOUNT OF GAIN WHERE Loss PmwIousLY DsA0ow .- If-
(1) in the case of a sale or exchange of property to the taxpayer

a loss sustained by the transferor is not allowable to the transferor
as a deduction by reason of subsection (a) (1) (or by reason of
section 24(b) of the Internal Revenue Code of 1939) ; and

(2) after December 31, 1953, the taxpayer sells or otherwise dis-
poses of such property (or of other property the basis of which
in his hands is determined directly or indirectly by reference to
such property) at a gain.

then such gain shall be recognized only to the extent that it exceeds so
much of such loss as is properly allocable to the property sold or other-
wise disposed of by the taxpayer. This subsection applies with respect
to taxable years ending after December 31, 1953. This subsection shall
not apply if the loss sustained by the transferor is not allowable to the
transferor as a deduction by reason of section 1091 (relating to wash
sales) or by reason of section 118 of the Internal Revenue Code of 1939.

(e) RuLE -WHERE LAST DAY OF 21/2 MONTH PERIOD FALLS ON SU NDAY,
ET.-For purposes of section (a) (2)-

(1) 'where the last day of the 21/2 month period falls on Satir-
day, Sunday, or a legal holiday such last day shall be treated as
falling on the next succeeding day which is not a Saturday, SuN-
day, or a legal holiday, and

(B) the determination of what constitutes a legal holiday shall
be made under section 7503 with respect to the payor's return 0!
tax under this chapter for the preceding taxable year.

* * * * *
* *



Sabehapter C-Corporate Distributions and
Adjustments

** * * S * *

PART I-DISTRIBUTIONS BY CORPORATIONS

Subpart A-Effects on Recipients

SEC. 301. DISTRIBUTIONS OF PROPERTY
(a) Ix GENERAL.-Except as otherwise provided in this chapter, a

distribution of property (as defined in section 317(a)) made by a
corporation to a shareholder with respect to its stock shall be treated
in amanner provided in subsection (c).

(b) AMOUNT DISTiu'rD.-
(1) GENERAL Ra-For purposes of this section, the amount

or any distribution shall be-
(A) NowcORPORATE DISTRIBUTORS.-If the shareholder is not

a corporation, the amount of money received, plus the fair
market value of the other property received.

(B) CORPORATE DISTRmUTEs.- If the shareholder is a cor-
poration, unless subparagraph (D) applies, the amount of
money received, plus whichever of the following is the lesser:

(i) the fair market value of the other property re-
ceived; or

(ii) the adjusted basis (in the hands of the distribut-
ing corporation immediately before the distribution) of
the other property received, increased in the amount of
gain [to thedistributing corporation which is recognized
under subsection (b), (c), or (d) of section 311, under
section 351(f), or under section 617(d) (1), 1245(a),
1250(a), 1251 (c), 1252 (a), or 1254(a)] recognized to the
distributing corporation on the distribution.

(C) CERTAIN CORPORATE DISTRhITEES OF FOREIGN CORPORA-
TioN.-Notwithstanding subparagraph (B), if the share-
holder is a corporation and the distributing corporation is a
foreign corporation, the amount taken into account with re-
spect to property (other than money) shall be the fair market
value of such property; except that if any deduction is al-
lowable under section 245 with respect to such distribution,
then the amount taken into account shall be the sum (deter-
mined under regulations prescribed by the Secretary) of-

(i) the proportion of the adjusted basis of such prop-
erty (or, if lower, its fair market value) properly attrib-
utable to gross income which is effectively connected with
the conduct of a trade or business within the United
States, and

(ii) the proportion of the fair market value of such
property properly attributable to gross income which is

S. Rept. 95-797--3



not effectively connected with the conduct of a trade or
business within the United States.

For purposes of clause (i) the gross income of a foreign cor-
poration for any period before its first taxable year beginig
after December 31, 1966, which effectively connected with the
conduct of a trade or business within the United States is an
amount equal to the gross income for such period from source
within the United States. For purposes of clause (ii), thegross income of a foreign corporation for any period before
its first taxable year beginning after December 31, 1966,
whichis not effectively connected with the conduct of a trade
or business within the United States is an amount equal to
the gross income for such period from sources without the
United States.

(D) FomG CORPORATE DISTRIBUTFM.--In the case of a
distribution to a shareholder which is a foreign corporation,
if the amount received by the foreign corporation is not effec-
tively connected with the conduct by it of a trade or business
within the United States, the amount of the money received,
plus the fair market value of the other property' received.

(2) REDUCTION FOR LIABirrms.-The amount of any distribu-
tion determined under paragraph (1) shall be reduced (but not
below zero) by-

(A) the amount ofany liability of the corporation assumed
by the shareholder in connection with the distribution, and

(B) the amount of any liability to which the property re-
ceived by' the shareholder is subject immediately before, and
immediately after, the distribution.

(3) 'DETEMINATION OF FAIR MARKET VALUE.--Purposes of this
section, fair market value shall be determined as of the date of the
distribution.

(c) AMOUNT TAxABL.-In the case of a distribution to which sub-
section (a) applies-

(1) AMOUNT CONSTITUTING DIVIDEND.---That portion of the dis-
tribution which is a dividend (as defined in section 316) shall be
included in gross income.

(2) AMOUNT APPLIED AGAINST BAsm.-That portion of the distri-
bution which is not a dividend shall be applied against and reduce
the adjusted basis of the stock.

(3) AmouxT iN ExcBSs OF BASIS.-
(A) IN GENE-AL.-Except as provided in subparagraph

(B), that portion of the distribution which is not a dividend,
to the extent that it exceeds the adjusted basis of the stock,
shall be treated as gain from the sale or exchange of property.

(B) DISTRImUTioNs OUT OF INCREASE IN VALUE ACCRUED BE-
FORE MARCH 1, 19 13.-That portion pf the distribution which
is not a dividend, to the extent that it exceeds the adjusted
basis of the stock and to the extent that it is out of increase
in value accrued before March 1, 1913, shall be exempt fromtax.

(d) BAsis.-The basis of property received in a distribution to
which subsection (a) applies shall be-



(1) NONCORPORATE DISTRIBtTEES.-If the shareholder is not a
corporation, the fair market value of such property.

(2) CORPORATE DISTMIBUTEES.-If the shareholder is a corpora-
tion, unless subparagraph (3) applies, whichever of the following
is the lesser:

(A) the fair market value of such property; or
(B) the adjusted basis (in the hands of the distributing

corporation immediately before the distribution) of such
property, increased in the amount of gain [to the distributing
corporation which is recognized under subsection (b), (c),
or (d) of section 311, under section 341(f), or under sec-
tion 617(d) (1), 1245(a), 1250(a), 1251(c), 1252(a), or 1254
(a) ] recognized to the distributing corporation on the distri-
bution.

(3) FORIGN CORPORATE DISTRIBUTES.-In the case of a distribu-
tion of property to a shareholder which is a foreign corporation,
if the amount received by the foreign corporation is not effectively
connected with the conduct by it of a trade or business within the
United States, the fair market value of the property received.

(4) CErAIN CoRPoRATE DrSTRuTm s OF FOREIGN coRPORAoo.-
In the case of property described in subparagraph (C) of subsec-
tion (b) (1), the basis shall be determined by substituting the
amount determined under such subparagraph (C) for the amount
described in paragraph (2) of this subsection.

(e) SPECIAL RULES.
(1) For distributions in redemption of stock, see section 302.
(2) For distributions in partial or complete liquidation, see

part II (sec. 331 and following).
(3) For distributions in corporate organizations and reorgani-

zations, see part III (sec. 351 and following).
(4) For partial exclusion from gross income of dividends re-

ceived by individuals, see section 119.
* * * *$ * *

Subpart B-Effects on Corporation

SEC. 312. EFFECT ON EARNINGS AND PROFITS
(a) GENERAL RuLE.-Except as otherwise provided in this section,

on the distribution of, property by a corporation with respect to its
stock, the earnings and profits of the corporation (to the extent there-
of) shall be decreased by the sum of-

1 the amount of money,
the principal amount of the obligations of such corpora-

tion, and
(3) the adjusted basis of the other property,

so distributed.
(b) CERTAIN IwvENToRY Assrms.-

(1) IN GxmuL.-On the distribution by a corporation, with re-
spect to its stock, of inventory assets (as defined in paragraph (2)
(A) ) the fair market -value of which exceeds the adjusted basis
thereof, the earnings and profits of the corporation-f-

(A) shallbe increased bythe amount of such excess; and
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(B) shall be decreased by whichever of the following is the
lesser

(i) the fair market value of the inventory assets dis.
tributed, or

(ii) the earnings and profits (as increased under sub.
paragraph (A)).

(2) DEFINITION.-
(A) INVENTORY ASSETS.-For purposes of paragraph (1),

the term "inventory assets" means-
(i) stock in trade of the corporation, or other property

of a kind which would properly be included in the inven-
tory of the corporation if on hand at the close of the tax.
a ble year;

(ii) property held by the corporation primarily for
sale to customers in the ordinary course of its trade or
business; and

(iii) unrealized receivables or fees, except receivables
from sales or exchanges of assets other than assets de-
scribed in this subparagraph.

(B) UNREALIZED RECEIVABLES OR niEs.-For purposes of
subparagraph (A) (iii), the term "unrealized receivables or
fees" means, to the extent not previously includible in income
under the, method of accounting used by the corporation, any
rights (contractual or otherwise) to payment for-

(i) goods delivered, or to be delivered, to the extent
that the proceeds therefrom would be treated as amounts
received from the sale or exchange of property other than
a capital asset, or

(ii) services rendered or to be rendered.
(c) ADJUST31ENTS iFOR LamUrrIs, ETc.-In making the adjustments

to the earnings and profits of a corporation under subsection (a) or
(b), proper adjustment shall be made for-

(1) the amount of any liability to which the property is
subject,

(2) the amount of any liability of the corporation assumed by
a shareholder in connection with the distribution, and

(3) any gain [to the corporation recognized under subsection
(b), (c), or (d) of section 311, under section 341(f), or under
section 617(d) (1), 1245(a), 1250(a), 1251(c), 1252(a), or 1254
(a)] recognized to the corporation on the distribution.
* * * $* * *

PART IT-CORPORATE LIQUIDATIONS
* * * * * * *

Subpart B-Effects on Corporation

SEC. 337. GAIN OR LOSS ON SALES OR EXCHANGES IN CONNECTION
WITH CERTAIN LIQUIDATIONS

(a) GEwuLr Ruiz.-If, within the 12-month period beginning o1
the date on which a corporation adopts a plan of complete hiquidatol
all of the assets of the corporation are distributed in complete liquida-



tion, less assets retained to meet claims then no gain or loss shall be
recognized to such corporation from the sale or exchange by it of
pro erty within such 12-month period.

(b PROPERTY DEFINED.-
(1) IN GENERAL.-For purposes of subsection (a), the term

"property" does not include-
(A) stock in trade of the corporation, or other property

of a kind which would properly be included in the inventory
of the corporation if on hand at the close of the taxable year,
and property held by the corporation primarily for sale to
customers in the ordinary course of its trade or business,

(B) installment obligations acquired in respect of the sale
or exchange (without regard to whether such sale or ex-
change occurred before, on, or after the date of the adoption
of the plan referred to in subsection (a)) of stock in trade
or other property described in subparagraph (A) of this
paragraph, and

(CG installment obligations acquired in respect of prop-
erty (other than property described in subparagraph (A))
sold or exchanged before the date of the adoption of such
plan of liquidation.

(2) NoNRECOGNITON WITH RESPECT TO INVENTORY IN CERTAIN
cAsEs.-Notwithstanding paragraph (1 of this subsection, if sub-
stantially all of the property described in subparagraph (A) of
such paragraph (1) which is attributable to a trade or business
of the corporation is, in accordance with this section, sold or ex-
changed to one person in one transaction, then for purposes of
subsection (a) the term "propert "includes-

(A) such property so sold or exchanged, and
(B) installment obligations acquired in respect of such

sale or exchange.
(c) LMrrATIoN.-

(1) CoLLAPsmiB coRPORATIoNs AND IQUATIoNs To WHICH
SMCTIOX 333 APPLIES.-This section shall not apply to any sale or
exchan A) made by a collapsible corporation (as defined in sec-

tion 341 (b)), or
(B) following the adoption of a plan of complete liquida-

tion, if section 333 applies with respect'to such liquidation.
(2) LIQuiDATIoNs TO WHICH SECTION 332 ArPLis.-In the case

of a sale or exchange following the adoption of a plan of complete
liquidation, if section 332 applies with respect to such liquidation,
then-

(A) if the basis of the property of the liquidating corpora-
tion in the hands of the distributee is determined under sec-
tion 334(b) (1), this section shall not apply; or

(B) if the basis of the property of the liquidating corpora-
tion in the hands of the distributee is determined under sec-
tion 334(b) (2),'this section shall apply only to that portion
(if any) of the gain which is not greater than the excess of
i) that portion of the adjusted basis (adjusted for any ad-

justment required under the second sentence of section 334
(b) (2)) of the stock of the liquidating corporation which is
allocable, under regulation prescribed by the Secretary, to the



property sold or exchanged, over (ii) the adjusted basis, i4
the hands of the liquidating corporation, of the prtperty sold
or exchanged.

This paragraph shall not apply to a sale or exchange by a member
of an affiliated group of corporations, as defined in section 1504(a)
(but without regard to the exceptions contained in section 1604(b))
if each member of such group (including the common parent corpor.
tion) which receives, within the 12-month period beginning on thedate of the adoption of a plan of complete liquidation by the corpora.
tion which made the sale or exchange, a distribution in complete liq.uidation from any other member of such group is itself completely
liquidated within such 12-month period.

(d) SPECIAL RULE FOR CERTAIN MINORITY SHAREHOLDERS.-If acorporation adopts a plan of complete liquidation, and if subsection
(a) does not apply to sales or exchanges of property by such corpo-ration, solely by reason of the application of subsection (c) (2) (A),
then for the first taxable year of any shareholder (other than a corpo-ration which meets the 80 percent stock ownership requirement speci-fied in section 332(b) (1)) in which he receives a distribution in com-
plete liquidation-

(1) the amount realized by such shareholder on the distribution
shall be increased by his proportionate share of the amount by
which the tax imposed by this subtitle on such corporation would
have been reduced if subsection (c) (2) (A) had not been applic-
ble, and

(2) for purposes of this title, such shareholder shall be deemed
to have paid, on the last day prescribed by law for the payment
of the tax imposed by this subtitle on'such shareholder for such
taxable year, an amount of tax equal to the amount of the increase
described in paragraph (1).

(e) SPECIAL RULE FOR INVOLUNTARY CONVERSIoNS.-I f-
(1) there is an involuntary conversion (within the meaning of

section 1033) of property of a distributing corporation and there
is a complete liquidation of such corporation which qualifies under
subsectin (a),

(2) the disposition of the converted property (within the mean-
ing of clause (ii) of section 1033 (a) (2) (E) ) occurs during the
60-day period which ends on the day before the first day of the
12-month period, and

(3) such corporation elects the application of this ubsection
at such time and in such manner as the Secretary may by regula-
tins prescribe,

then for purposes of this section such disposition shall be treated a8 a
sale or exchange occurrinq within the if-month period.

Subchapter S-Election of Certain Small Business
Corporations as to Taxable Status

SEC. 1372. ELECTION BY SMALL BUSINESS CORPORATION
(a) EUGnnIrr .- Except as rovided in subsection (f), any small

business corporation miy elect, in accordance with the provisions of
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this section, not to be subject to the taxes imposed by this chapter.
[Such election shall be valid only if all persons who are shareholders
in such corporation-

[(1) on the first day of the first taxable year for which such
election is effective, if such election is made on or before such
first day, or

[(2) on the day on which the election is made, if the election is
made after such first day,

consent to such election.]
u0h election shall be valid only if all persons who are shareholders in

8uch corporation on the day on which uch election is made consent to
slch election.

(b) EnmcT.-If a small business corporation makes an election
under subsection (a), then-

(1) with respect to the taxable years of the corporation for
which such election is in effect, such corporation shall not be sub-
ject to the taxes imposed by this chapter (other than as provided
by section 58 (d) (2) and by section 1378) and, with respect to such
taxable years and all succeeding taxable years, the provisions of
section 1377 shall apply to such corporation, and

(2) with respect to the taxable years of a shareholder of such
corporation in which or with which the taxable years of the cor-
poration for which such election is in effect end, the provisions of
sections 1373, 1374, and 1375 shall apply to such shareholder, and
with respect to such-taxable years and all succeeding taxable years,
the provisions of section 1376 shall apply to such shareholder.

[(c) WEM AND How MAD..-An election under subsection (a)
may be made by a small business corporation for any taxable year at
any time during the first month of such taxable year, or at any time
during the month preceding such first month. Such election shall be
made in such manner as the Secretary shall prescribe by regulations.]

( c) 'WHEN ANm How MADE.-
1) IN GENERAL.-An election under subsection (a) may be made

by a small business corporation for any taxable year-
(A) at any time during the preceding taxable year, or
(B) at any time during the first 75 days of the taxable year.

(2) TREATMENT OF CERTAZIT LATE ELECTIONS.-If-
(A) a small business corporation makes an election under sub-

section (a) for any taxable year, and
(B) such election is ma after the first 75 days of the taxable

year and on or before the last day of such taxable year,
then such election shall be treated as having been mdde for the follow-
ing taxabe year.

(3) MANNER OF MAKING ELECTION.-An election under subsection (a)
sh8kll be made in such manner as the Secretary shall prescribe by
regulations.

(d) TECHNICAL AMENDMENT.-
* * * * * * *

(e) TEmIndAION.-
NEw SHARMEOWERS.
[(A) An election under subsection (a) made by a small busi-

ness corporation shall terminate if anyperson who was not a
shareholder in such corporation- , - -- I
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[(i) on the first day of the first taxable year of the corpo.
ration for which the election is effective, if such election is
made on or before such first day, or

[(ii) on the day on which the election is made, if such
election is made after such first day,

becomes a shareholder in such corporation and affirmatively re-
fuses (in such manner as the Secretary shall by regulations pre.
scribe) to consent to such election on or 'before the 60th day after
the day on which he acquires the stock.]

(A) An election under subsection (a) made by a Imall bu8i.
ness corporation shall terminate if any person who is not a share.
holder in such corporation on the day on which the election waq
made becomes a shareholder in such corporation and alftrmatively
refuses (in such manner as the .Scretary may by regulation pre-
scribe) to consent to such election on or before the 60th day after
the day on which he acquired the stock.

(B) If -he person acquiring the stock is the estate of a decedent,
the period under subparagraph (A) for affirmatively refusing to
consent to the election shall expire on the 60th day after which.
ever of the following is the earlier:

(i) The day on which the executor or administrator of the
estate qualifies; or

(ii) The last day of the taxable year of the corporation in
which the decedent died.

(C) Any termination of an election under subparagraph (A)
by reason of the affirmative refusal of any person to consent to
such election shall be effective for the taxable year of the corpo-
ration in which such person becomes a shareholder in the corpora-
tion (or, if later, the first taxable year for Which such election
would have taken effect) and for all succeeding taxable years of
the corporation.

* * * * * * *

CHAPTER 61-INFORMATION AND RETURNS
* * * * * * *

Subchapter A-Returns and Records
* * * * * **

PART V-TIME FOR FILING RETURNS AND OTHER
DOCUMENTS

* * * , * * *

SEC. 6072. TIME FOR FILING INCOME TAX RETURNS.
(a) GENERAL RuL.-In the case of returns under section 6012,

6013, 6017 or 6031 (relating to income tax under subtitle A), returns
made on the basis of the calendar year shall be filed on or before the
15th day of April following the close of the calendar year and return
made on the basis of a fiscal year shall be filed on or before the 15th
day of the fourth month following -the close of the fiscal year, excePt
as otherwise provided in the following subsections of .this section.



(b) Rm'URNS or CororToNs.-Returns of corporations under sec-
tion 6012 made on the basis of the calendar year shall be filed on or
before the 15th day of March following the close of the calendar year,
and such returns made on the basis of a fiscal year shall be filed on or
before the'15th day of the third month following the close of the fiscal
year. Returns required for a taxable year by section 6011(e) (2) relatet
ng to returns ofa DISC) shal be filed on or before the fifteenth day

of the ninth month f6l1owing the close of the taxable year.
(c) Rrrms BY CERTAI NoNRESIDENT ALIEN ]}-w~muAIs AND

FoREGN Coron|Tos.-Returns made by nonresident alien indi-

viduals (other than those whose wages are subject to withholding
under chapter 24) and foreign corporations (other than those havingan office or place of business in the Unted States) under section 6012

on the basis of a calendar year shall be filed on or before the 15th day
of June following the close of the calendar year and such returns made
on the basis of a fiscal year Shall be filed on or before the 15th day of
the 6th month following the dose of the fiscal year.

(d) Ratmxs or Coormtw AssoIo.tns.-Th the case of an m-
come tax return of-

(1) an exempt cooperative association described in section 1881
(a,) (1)',or '(2) an orgazation described in sectinon.181(a) (2) which is
under an obligation to paypatronage dividends (as defined in

section 1388(a)) )'in an amount equal, to at least 50 percent of itsnet earnings from business done with o or its patrons, or which

paid patronage dividends in such an amount out of the net earn-
mags from business done with or for patrons during the most
recent taxable year for which it had such net earn

a return made on the basisnof tacalendar year shall be filed on or before
the 15th day of September folllwingthe close of the calendar year, and
a return made on the basis of a iscal year shall be filed on or before
the 15th day of the 9th month following the clos of the fiscal year.

(e) ORGANZAroS EXEMPT FRo TXrAosIN UDR SeCT oN 601
(a).-l n e. ede of a inome ta return of an organisation eempt
from tacotion ue cetivon 501(a) (other than an srneployee' tru1t
described in section 138 (a)), a return skal be fied on or before the
15th day of the 5th month follwin the close of the table year.

SEC. 6073. TIME FOR FILING DECLARATIONS OF ESTIMATED INCOME
TAX BY INDIVIDUALS,

(a) Iy-nrm-uvs OTHER THAN FARMs OR FIs|r~a.-Declara-tons of estimated tax required by section 6015 from individuals re-
garded as neither farmers nor fishermen for the purpose of that section
shall be filed on or .fore April 15 of the taxable year, except that if
the reqiremets of se tion 60a5 are first met--- b 1 o

(1) After April 1 and before June 2 of the taxable year, the
detadeatisn shall be filed on or before Juma 15 of the taxable year,

or i - . . ,(2) After June 1 and before September 9 of the taxable year,
the ecaration shall be fied on or before September15 of the tax-

able year, or :' |'_| •. _ ,
(8) After Septernber 1 of the taxable year, the declaration shallbefhleda o r before January f of the succeeding taxable year.

In th case of a nonresident alien described in section 6072(c), the
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requirements of section 6015 shall be deemed to be first met no earlier
than after April 1 and before June 2 of the taxable year.

[(b) FA oR FIsI N.-Declarations of estimated tax re.
quired by section 6015 from individuals whose estimated gross incoe
from farming or fishing (including oyster farming) for the taxable
year is at least two-thiras of the total estimated gross income from all
sources for the taxable year may, in lieu of the time prescribed in sub.section (a), be filed at any time on or before January 15 of the suc.
ceeding taxable year.]

(b) FARMERS OR FrsHERmEN.-Declarations of estimated tax re.
guired by section 6015 from any individul-

(1) whose estimated gross income from farming or fisAing (in.
cludng oyster farming) for the taxable year is at least two-thid
of the total estimated gross in'One from all sources for the tax.
able year, or

(2) whose gross income from farming or fishing (including
oyster farming) shown on the return of the individual for the
preceding taxable year is at least two-thirds of the total gross
income from all sources shown on such return,

may, in lieu of the time prescribed in subsection (a), be filed at any
time on or before January 15 of the taxable year suCCeeding the ta=-
able year.

(c) AmmxDmm.N-T.-An amendment of a declaration may be filed in
any interval between installment dates prescribed for that taxable year,
but only one amendment may be filed in each such interval.

(d) SHORT TAXABLE YEARs.-The application of this section to tax-
able years of less than 12 months shall be in accordance with regula-
tions prescribed by the Secretary.

(e) FIscAL YFAs.-In the application of this section to the case of
a taxable year beginning on any date other than January 1, there shall
be substituted, for the month specified in this section, the months
which correspond thereto.

CHAPTER 66-LIMITATIONS

Subchapter A-Limitations on Assessment and
Collection

SEC. 6501. LIMITATIONS ON ASSESSMENT AND COLLECTION.
(a) GENERAL Ruim.-Except as otherwise provided in this section,

the amount of any tax imposed by this title shall be assessed within 3
years after the return was filed (whether or not such return was filed
on or after the date prescribed) or, if the tax is payable by stamp, at
any time after such tax became due and before the expiration of 3
years after the date on which any part of such tax was paid, and no
proceeding in court without assessment for the collection of such tax
shall be begun after the expiraion of such period.
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[(j) INVESMENT CREDrr CARRBACKS.-In the case of a deficiency

attributable to the application to the taxpayer of an investment credit
carryback (including deficiencies which may be assessed pursuant to
the provisions of section 6213 (b) (2)), such deficiency may be assessed
at any time before the expiration of the period within which a defi-
ciency for the taxable year of the unused investment credit which
results in such carryback may be assessed, or, with respect to any por-
tion of an investment credit carryback from a taxable year attributable
to a net operating loss carryback or a capital loss carryback from a
subsequent taxableyear, at any time before the expiration of the period
within which a deficiency for such subsequent taxable year may be
assessed.]

(j) CERTAIN CREDIT (ARRYBACKS.-

(1) IN OENERAL.-In the case of a deficiency attributable to the
a pliation to the taxpayer if a credit carryback (including de-

s which may be assessed purant to the provisions of see-
tian 6213 (b) (3)), such defiiency may be as8ed at any time be-
fore the expiration of the period within which a deficiency for the
taxable year of the unused credit which results in such carryback
may be assessed, or with respect to any portion of a credit carry-
back from a taxable year attributable to a net operating ls8 carry-
back, capital loss carryback, or other credit carryback from a sub-
sequent taxable year, at any time before the expiration of the
period within which a deficiency for such subsequent taxable year
may be assessed.

(2) CREDIT CARRYBACK DEFINED.-For pUrposes of this subsec-
tion, the term "credit carryback" has the meaning given suwh term
by section 6511(d) (4) (C).

(m) TmwTATIvE OMIRYBACK ADJusTMxE, AssEsENT PErO.-In a
ce where an amount has been applied, credited, or refunded under
section 6411 (relating to tentative carryback adjustments) by reason
of a net operating loss carryback, a capital loss carryback, an invest-
ment credit carryback, or a work incentive program carryback, or a
new employee credit carryback to a prior taxable year, the period de-
scribed in subsection (a) of this section for assessng a deficiency for
such prior taxable year shah b extended to include the period de-
scribed in subsection (h), (j), (o), or (p)] subsection (R) r (j),
Whichever is applicable; except that the amount which may be assessed
solely by reason of this subsection shall not exceed the amount so
aPPlied, credited, or refunded under section 6411, reduced by any
amount which maybe assessed solely by reason of Isubsection (h),
(), (0) ,or (p)]subsection (h) or (j), as thecasemaybe.

* * * * * * *-.

.[(o) Womb. INcE.NTIV PRoGRAx CREIT CAmRBACKs.-In the case
ot a deficiency attributable to the application to the taxpayer of a
work incentive program credit carryback (including deficiencies which

1x be assessedpursuant to the provisions of section 6213(b) (2)),
such deficiency miy be assessed at any time before the expiration of
the period within which a deficiency for the taxable year of the un-
Used work incentive program credit which results in such carryback
may be assessed, or, with respect to any portion of a work incentive
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program credit carryback from a taxable year attributable to a net
operating loss carryback, an investment credit carryback, or a capital
loss carryback from a' subsequent taxable year, at any time before the
expiration of the period within which a deficiency for such subsequent
taxable year many be assessed.

[ (p) NEW EMPLOYEE CREDIT CARRYBAcKs.-In the case of a defi.
ciency attributable to the application to the taxpayer of a new em.
ployee credit carryback (including deficiencies which may be assessed
pursuant to the provisions of section 6213 (b) (3) ), such deficiency may
be assessed at any time before the expiration of the period within which
a deficiency for the taxable year of the unused new employee credit
which results in such carryback may be assessed, or, with respect to
any portion of a new employee credit carryback from a taxable year
attributable to a net operating loss carryback, an investment credit
carryback, a work incentive program credit carryback, or a capital los
<arrback from a subsequent taxable year, at any time before the ex-
piration of the period within which a deficiency for such subsequent
taxable year may be assessed.]

Subchapter B-Limitation on Credit or Refund
* * * * * *

SEC. 6511. LIMITATIONS ON CREDIT OR REFUND
(a) PERIOD OF LIMITATION ON FILIN-G CrAim.-Claim for credit

or refund of an overpayment of any tax by this title in respect of
-which tax the taxpayer is required to file a return shall be filed by
the taxpayer within 3 years from the time the return was filed or 2
years from the time the tax was paid, whichever of such periods ex-
pires the later, or if no return was filed by the taxpayer, within 2
years from the time the tax was paid. Claim for credit or refund of
an overpayment of any tax imposed by this title which is required
to be paid by means of a stamp shall be filed by the taxpayer within
3 years from the time the tax was paid.

{b) LIMITATION ON ALLOWANCE OF CREDITS AND REFUNDS.-
(1) FILING OF CLAIM WITHIN PRE.SCRIBZD I"EROD.-No credit or

refund shall be allowed or made after the, expiration of the period
of limitation prescribed in subsection (a) for the filing of a claim
for credit or refund, unless a claim for credit or refund is filed
by the taxpayer within such period.

(2) LIMIT ON AMOUNT OF CREDIT OR REFUND.-
(A) LIMIT WHERE CLAIMPFLED WITHIN 3-TAR PRIOD.--

If the claim was filed by the taxpayer during the 3-year
period prescribed in subsection (a), the amount of the credit
or refund shall not exceed the portion of the tax paid within
the period, immediately preceding the filing of the claill
equal to 3 years plus the period of any extension of time for
filing the return. If the tax was required to be paid by means
of a stamp, the amount of tho credit or refund shall not ex-
ceed the portion of the tax paid within the 3 years immedi-
ately preceding the filing of the claim,
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(B) LIMIT WHERE CLAIMx NOTr FILED WITTIIN 3-YEAR PERIOD.-
If the claim was not filed within such 3-year period, the
amount of the credit or refund not. exceed the portion of the
tax paid during the 2 years immediately preceding the filing
of the claim.

(C) LihIT IF NO CLAIMf FILED.-If no claim was filed, the
credit or refund shall not exceed the amount which would
be allowable under subparagraph (A) or (B), as the case
may be, if claim was filed on the date the credit or refund
is allowed.

(c) SPECIAL RULES APPLICABLE IN CASE OF EXTENSION OF TIME BY
AGRK NT.-If an agreement under the provisions of section 6501
(c) (4) extending the period for assessment of a tax imposed by this
tile is made within the period prescribed in subsection (a) for the
filing of a claim for credit or refund-

(1) TIME FOR FILING CLAl-I.-The period for filing claim for
credit or refund or for making credit or refund if no claim is filed,
I)rovided in subsections (a) and (b) (1), shall not expire prior to
6 months after the expiration of the period within which an as-
sessment may be made pursuant to the agreement or any extension
thereof under section 6501 (c) (4).

(2) LIMIT ON AMOUNT.-If a claim is filed, or a credit or refund
is allowed when no claim was filed, after the execution of the
agoTeement and within 6 months after the expiration of the period
within which an assessment may be made pursuant to the agree-
ment or any extension thereof, the amount of the credit or refund
shall not exceed the portion of the tax paid after the execution of
the agreement and before the filing of the claim or the making
of the credit or refund, as the case may be, plus the portion of
the tax paid within the period which would be applicable under
subsection (b) (2) if a claim had been filed on the date of the agree-
ment was executed.

(3) CLnAIS NOT SUBJECT TO SPECIAL RUt.-This subsection
shall not apply in the case of a claim filed, or credit or refund
allowed if no claim is filed, either-

(A) prior to the execution of the agreement or
(B) more than 6 months after the expiration of the period

within which an assessment may be made pursuant to the
agreement or any extension thereof.

(d) SPECIAL RUTEs ArPLICABLE TO INCOME TAXES-
(1) SEVEN-YEAR PERIOD OF LIMITATION WITH RESPECT TO BAD

DEBTS AND WORTHLESS SECURITIES.-If the claim for credit or refund
relates to an overpayment of tax imposed by subtitle A on account
of-

(A) The deductibility by the taxpayer, under section 166 or
section 832(c), of a debt as a debt which became worthless, or,
under section 165 (g), of a loss from worthlessness of a
security, or

(B) The effect that the deductibility of a debt or loss de-
scribed in subparagraph (A) has on the application to the
taxpayer of a carryover,in lieu of the 3-year period of limitation prescribed in subsection
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(a), the period shall be 7 years from the date prescribed by law for
filing the return for the year with respect to which the claim is
made. If the claim for credit or refund relates to an over.
payment on account of the effect that the deductibility of such (I
debt or loss has on the application to the taxpayer of a 0arryback,
the period shall be either 7 years from the date prescribed by la.w
for filing the return for the year of the net operating loss wilic
results in such carryback or the period prescribed in paragraph
(2) of this subsection, whichever expires the later. In the case of
a claim described in this paragraph the amount of the credit or
refund may exceed the portion of the tax paid within the period
prescribed in subsection (b) (2) or (c), whichever is applicable.
to the extent of the amount of the-overpaynent attributable to the
deductibility of items described in this paragraph.

(2) SPECIAL PERIOD OF LI CITATION WITH RESPECT TO NET OPERAT-
ING LOSS OR CAPITAL LOSS CARIIYBACS.-

(A) PERIOD OF LUNITATIO.-If the claim or credit or re-
fund relates to an overpayment attributable to a net operating
loss carryback or a capital loss carryback, in lieu of the 3-veaIl'
period of limitation prescribed in subsection (a), the period
shall be that period which ends ,[with the expiration of the
15th day of the 40th month (or the 39t-h month, in* the case
of a corporation) following the end of] 3 years after the time
prescribed by la.w for filing the retur (including extensios
thereof) for the taxable year of the net operating loss or net
capital loss which results in such carryback, or the period pre-
scribed in subsection (c) in respect of such taxable year,
whichever expires later; except that-

(i) with respect to an overpayment attributable to a
net operating loss carryback to any year on account of i
certification issued to the taxpayer under section, 317 of
the Trade Expansion Act of 1962, the period. shall not
expire before the expiration of the sixth month -following
the month in which such certification is issued to the
taxpayer, and

(ii) with respect to an overpayment attributable to
the creation of, or an increase in, a net operating loss
carryback as a result of the elimination of excessive prof-
its by a renegotiation (as defined in section 1481 (a) (1)
(A)), the period shall not expire before the expiration
of the twelfth month following the month in which the
agreement or order for the elimination of such excessive
profits becomes final. :

In the case of such a claim, the amount of the credit or refund
may exceed the portion of the tax paid within the Period
provided in subsection (b) (2) or (c), whichever is applicable.
to the extent of the amount of the overpayment attributable
to such carryback.

(B) APPLICABLE RULES.-
(i) If the allowance of a credit or refund of any over-

payment of tax attributable to a net operating loss carry-
back or a capital loss carryback is otherwise prevented by



the operation of any low or rule of law other than
section 7122, relating to compromises, such credit or re-
fund may be allowed or made, if claim therefor is filed
within the period provided in subparagraph (A) of this
paragraph. If the allowance of an application, credit, or
refund of a decrease in tax determined under section 6411
(b) is otherwise prevented by the operation of any law
or rule of law other than section 7122, such application,
credit, or refund may be allowed or made if application
for a tentative carryback adjustment is made within the
period provided in section 6411(a). In the case of any
such claim for credit or refund or any such application
for a tentative carryback adjustment, the determination
by any court, including the Tax Court, in any proceed-
ing in which the decision of the court has become final,
shall be conclusive except with respect to the net operat-
ing loss deduction, and the effect of such deduction, or
with respect to the determination of a short-term capital
loss, and the effect of such short-term capital loss, to the
extent that such deduction or short-term capital loss is af-
fected by a carryback which was not an issue in such
proceeding.

(ii) A claim for credit or refund for a computation
year (as defined in section 1302(c) (1) shall be deter-
mined to relate to an overpayment attributable to a net
operating loss carryback or a capital loss carryback, as
the case may be, when such carryback relates to any base
period year (as defined in section 1302 (c) (3)).

(3) SPECIAL RULES RELATING TO FOREIGN CREDIT.-
(A) SPECIAL PERIOD OF I rmiTATION W Im RESPECT ToFOREGN

TAXES PAID OR ACCRUED.-If the claim for credit or refund
relates to an overpayment attributable to any taxes paid or
accrued to any foreign country or to any possession of the
United States for which credit is allowed against the tax im-
posed by suitable A in accordance with the provisions of sec-
tion 901 or the provisions of any treaty to which the United
States is a party, in lieu of the 3-year period of limitation
prescribed in subsection (a), the period shall be 10 years from
the date prescribed by law for filing the return for the year
with respect to which the claim is made.

(B) EXCEPTION IN Ti-E CASE OF FOREIGN TAXES PAID OR AC-
CRUED.-In the case of a claim described in subparagraph
(A), the amount of the credit or refund may exceed the
portion of the tax paid within the period providedlin sub-
section (b) or (c), whichever is applicable, to the extent of
the amount of the overpayment attributable to the allowance
of a credit for the taxes described in subparagraph (A).

(4) SPECIAL PERIOD OF LIMITATION WITI-I RESPECT TO [INvEST-
31ENT] CERTAIN CREDIT CARRYBACKS.-

(A) PERIOD OF LITrrrATION.-If the claim for credit or
refund relates to an overpayment attributable to [an invest-
ment] a credit carryback, in lieu of the 3-year period of limi-
tation prescribed in subsection (a), the period shall be that
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period which ends [with the expiration of the 15th day of the
40th month (or 39th month, in the case of a corporation) fo.
lowing the end of the taxable year of the unused investment
credit which results in such carryback (or, with respect to
any portion of an investment credit carryback from a taxable
year attributable to a net operating loss carryback or a capi-
tal loss carryback from a subsequent taxable year, the period
shall be that period which ends with the expiration of the
15th day of the 40th month, or 39th month, in the case of a
corporation, following the end of such subsequent taxable,
year] 3 years after the time prescribed by law for ling the
return (including extensions thereof) for the taxable year of
the unused credit 'which results in such carryback (or, with
respect to any portion of a credit carryback from a taxable
yea, attributable to a net operating loss carryback, capital
loss carryback, or other credit carryback from a subsequent
taxable year, the period shall be that period which en& 3
years after the time prescribed by law for ling the return,
including extensions thereof, for such su sequent taxabl
year) or the period prescribed in subsection (c) in respect of
such taxable year, whichever expires later. In the case of such
a claim, the amount of the credit or refund may exceed the
portion of the tax paid within the period provided in subsec-
tion (b) (2) or (c), whichever is applicable, to the extent of
the amount of the overpayment attributable to such carryover.

(B) APPLICABLE RULEs.-If the allowance of a credit or
refund of an overpayment of tax attributable to :[an invest-
ment] a credit carryback is otherwise prevented by the opera-
tion of any law or rule of law other than section 7122, relat-
ing to compromises, such credit or refund may be allowed
or made, if claim therefor is filed within the period provided
in subparagraph (A) of this paragraph. In the case of any
such claim for credit or refund, the determination by any
court, including the Tax Court, in any proceeding in which
the decision of the court has become final, shall not be con-
clusive with respect to [the investment] any credit, and the
effect of such credit, to the extent that such credit is affected
by a credit carryback which was not in issue in such proceed-
ina

7;g) CREDIT cARRYBAcK DEFiNED .- For purposes of t]is
paragraph, the termv "credit carryback" means any invest-
ment credit carryback, 'work incentive program credit carry
back, and new employee credit carryback.

(5) SPECIAL PERIOD OF LIMITATION WITH RESPECT TO SELF-EMPLOY-
MENT TAX IN CERTAIN CASES.-If the claim for credit or refund
relates to an overpayment of the tax imposed by chapter 2 (relat-
ing to the tax on self-employment income) attributable to an
agreement, or modification of an agreement, made pursuant to
section 218 of the Social Security Act (relating to covera.iC of
State and local employees), and if the allowance of a credit or
refund of such overpayment is otherwise prevented by the opera-
tion of any law or rule of law other than section 7122 (relating
to compromises), such credit or refund may be allowed or made
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if claim therefore is filed on or before the last day of the second
year after the calendar year in which such agreement (or modifi-
cation) is agreed to by the State and the Secretary of Health,
Education, and Welfare.

(6) SPECIAL PERIOD OF LIMITATION WITH RESPECT TO REDUCTION OF

pOLICYHOLDERS SURPLUS ACCOUNT OF LIFE INSURANCE COMJANIES.-

(A) PERIOD OF LIM-ITATIONS.-If the claim for credit or re-
fund relates to an overpayment arising by operation of section
815 (d) (5) (relating to reduction of policyholders surplus
account of life insurance companies for certain unused deduc-
tions), in lieu of the 3-year period of limitation prescribed in
subsection (a), the period shall be that period which ends with
the expiration of the 15th day of the 39th month following the
end of the last taxable year to which the loss described in
section 815(d) (5) (A) is carried under section 812(b) (2),
or the period prescribed in subsection (c), in respect of such
taxable year, whichever expires later. In the case of such a
claim, the amount of the credit or refund may exceed the por-
tion of the tax paid within the period provided in subsection
(b) (2) or (c), whichever is applicable, to the extent of the
amount of overpayment arising by operation of section 815
(d) (5).

(B) ArPLICABLE RUES.-If the allowance of a credit or re-
fund of an overpayment arising by operation of section 815
(d) (5) is otherwise prevented by operation of any law or rule
of law, other than section 7122 (relating to compromises),
such credit or refund may be allowed or made, if claim there-
for is filed within the period provided in subparagraph (A)
of this paragraph. In the case of any such claim for credit or
refund, the determination by any court, including the Tax
Court, in any proceeding in which the decision of the court
has become.final, shall be conclusive except with respect to
the effect of the operation of section 815(d) (5), to the extent
such effect of the operation of section 815(d) (5) was not in
issue in such proceeding.

[(7) SPECIAL PERIOD OF LIMITATIO-N WIThI RESPECT TO WORK IN-
CENTIVE PROGRAm[ CREDIT CARRYBACKS.-

[(A) PERIOD OF LIMITATION.-If the claim for credit or
refund relates to an overpayment attributable to a work
incentive program credit carryback, in lieu of the 3-year
period of limitation prescribed in subsection (a), the period
shall be that period which ends with the expiration of the
15th day of the 40th month (or 39th month, in the case of a
corporation) following the end of the taxable year of the
unused work incentive progTam credit which results in such
carryback (or., with respect to any portion of a work incentive
program credit carryback from a taxable year attributable
to a net operating loss carryback, an investment credit carry-
back, or a capital loss carryback from a subsequent taxable
year, the period shall be that period which ends with the
expiration of the 15th day of the 40th month, or 39th month,
in the case of a corporation, following the. year of such
taxable year) or the period prescribed in subsection (c) in
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respect, to such taxable year, whichever expires later. In thlecase of such a claim, the amount of the credit or refund mayexceed the portion of the tax paid within the period provided
in subsection (b) (2) or (c), whichever is applicable, to the
extent of the amount of the overpayment attributable to such,
carryback.

[(B) APPLICABLE RULES.-If the allowance of a credit orrefund of an overpayment of tax attributable to a work
incentive program credit carryback is otherwise prevented by
the operation of any law or rule of law other than section
7122, relating to compromises, such credit or refund may Ihe
allowed or made, if claim therefor is filed within the pelrio(
provided in subparagraph (A) of this paragraph. In the caseof any such claim for credit or refund, the determination hyany court, including the Tax Court, in any proceeding iii
which the decision of the court has become final, shall not beconclusive with respect to the work incentive program credit,and the effect of such credit, to the extent that such credit
is affected by a carryback which was not in issue in such
proceeding.]

[8] (7) SPECIAL PERIOD OF LIMITATION WITH RESPECT TO AtNTq
INCLUDED IN INCO31E SUBSEQUENTLY RECAPTURED UNDER QUALIFIEI
PLAN TERmINATION.-If the claim for credit or refund relates toan overpayment of tax imposed by subtitle A on account. of therecapture, under section 4045 of the Employee Retirement Income
Security Act of 1974, of amounts included in income for a priortaxable year, the 3-year period of limitation prescribed in subsec-tion (a) shall be extended, for purposes of permitting a creditor refund of the amount of the recapture, until the date whichoccurs one year after the date on which such recaptured amount i|
paid by the taxpayer.

[(9) SPECIAL PERIOD OF LIMITATIONS WITi RESPECT TO NEW EM-
PLOYEE CREDIT CARRBACKS.-

[(A) PERIOD OF LIMITATION S.-If the claim for credit or
refund related to an overpayment attributable to a new em-
ployee credit carryback, in lieu of the 3-year period of limita'-
tion prescribed in subsection (a), the period shall be that
period which ends with the expiration of the 15th day of the
40th month, or 39th month, in the case of a corporation) fol-lowing the end of the taxable year of the unused new employee
credit which results in such carryback (or, with respect to any
portion of a new employee credit carryback from a taxable
year attributable to a net operating loss carryback, an
ment credit carryback, a work incentive program credit carry-back, or a capital loss carryback from a subsequent taxable
year. the period shall be that period which ends with the ex-
piration of the 15th day of thie 40th month, or 39th mouth.
in the case of a corporation following the end of such taxable
year) or the period prescribed in subsection (c) in respect ofsuch taxable year, whichever expires later. In the case of such ,
claim, the amount of the credit or refund may exceed the por-
tion of the tax paid within the period provided in subsectiOnl



(b) (2) or (c), whichever is applicable, to the extent of the
amount of the overpayment attributable to such carryback.

[(B) APPLICABLE RULS.-If the allowance of a credit or
refund of an overpayment of tax attributable to a new em-
ployee credit carryback is otherwise prevented by the opera-
tion of any law or rule of law other than section 7122, relating
to compromises, such credit or refund may be allowed or made,
if claim therefor is filed within the period provided in sub-
paragraph (A) of this paragraph. In the case of any such
claim for credit or refund, the determination by any court,
including the Tax Court, in any proceeding in which the
decision of the court has become final shall not be conclusive
with respect to the new employee credit, and the effect of such
credit, to the extent that such credit is affected by a carryback
which was not in issue in such proceeding.]

(e) SPECIAL RULES IN CASE Or MAN-FACTuRED SUGAR.-
(1) USE AS LIVESTOCK FEED OR FOR DISTILLATION OR PRODUCTION

oF ALCOHOL.-No payment shall be allowed under section 6418 (a)
unless within 2 years after the right to such payment has accrued
a claim therefor is filed by the person entitled thereto.

CHAPTER 67-INTEREST

Subchapter A-Interest on Underpayments

SEC. 6601. INTEREST ON UNDERPAYMENT, NONPAYMENT, OR EXTEN-
SIONS OF TIME FOR PAYMENT OF TAX

(a) GRERAL Ruiz.-If any amount of tax imposed by this title
(whether required to be shown on a return, or to be paid by stamp or
by some other method) is not paid on or before the last date prescribed
for payment, interest on such amount at an annual rate established
under section 6621 shall be paid for the period from such last date to
the date paid.

(b) LAST DATE PRESCRIBED FOR PAYMENT.-For purposes of this
-ection, the last date prescribed for payment of the tax shall be deter-
luied under chapter 62 with the application of the following rules:

(1) ExTENsIONS OF TIMf-E DISREGARDED.-The last date prescribed
for payment shall be determined without regard to any extension
of time for payment.

(2) INSTALLMENT PAYMETS.-Il the case of an election under
section 6152(a), 6156(a), or 6158(a) to pay the tax in install-
ments-

(A) The date prescribed for payment of each installment
of the tax shown on the return shall be determined under sec-
tion 6152(b), 6156(b), or 6158(a), as the case may be. and

(B) The last date prescribed for payment of the first in-
stallment shall be deemed the last date prescribed for payment
of any portion of the tax not shown on the return.
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For purposes of subparagraph (A), section 6158 (a) shall betreated as providing that the date prescribed for payment of eachinstallment shall not be later than the date prescribed for payinent
of the 1985 installment.

(3) JEOPARDY.-The last date prescribed for payment shall bedetermined without regard to any notice and demand for payment
issued, 'by reason of jeopardy (as provided in chapter 70), prior
to the last date otherwise prescribed for such payment.

(4) LAST DATE FOR PAYMENT NOT OTHERWISE PRESCRIBED.-In thecase of taxes payable by stamp and in all other cases in which thelast date for payment is not otherwise prescribed, the last date forpayment shall be deemed to be the date the liability for tax arise.(and in no event shall be later than the date notice and demand
for the tax is made by the Secretary).

(c) SUSPENSION OF TEREST IN CERTAIN IN-comE, ESTATE, Gu.
AND CiiPTL. 41, 42, 43, or 44 TAX CAsEs.-In the case of a deficiencyas defined in section 6211 (relating to income, estate, gift, and certain,excise taxes), if a waiver of restrictions under section 6213 (d) on theassessment of such deficiency has been filed, and if notices and demand
by the Secretary for payment of such deficiency is not made within
30 days after the filing of such waiver, interest shall not be imposedon such deficiency for the period beginning immediately after such30th day and ending with the date of notice and demand.

(d) IcomE TAX REDUCED BY CARRYBACK oR ADJUSTMENT FOR CER-
TAIN UNUSED DEDUCTIONS.-

(1) NET OPERATING LOSS OR CAPITAL LOSS CARRBACK.-If theamount of any tax imposed by subtitle A is reduced by reasonof a carryback of a net operating loss or net capital loss, such
reduction in tax shall not affect the computation of interest underthis section for the period ending with the last day of the taxable
year in which the net operating loss or net capital loss arises.

[(2) INVESTMET CREDIT CARRYBACK.-If the credit allowed bv
section 38 for any taxable year is increased by reason of an in-vestment credit carryback, such increase shall not affect the com-putation of interest under this section for the period ending with
the last day of the taxable year in which the investment creditcarryback arises, or, with respect to any portion of an investment
credit carryback from a taxable year attributable to a net oper-ating loss carryback or a capital loss carryback from a subsequent
taxable year, such increase shall not affect the computation ofinterest under this section for the period ending with the last day
of such subsequent taxable year.]

(2) CFRTAIN CARRYRAKS-
(A) IY GENERAL- I*f any credit allowed for any taabl

year is increased by reason of a credit carryback, such fn-
crease shall not affect the computation of interest under thiS
section for the period ending with the last day of the taxable
year in which the credit carryback arises, or, with respect
to any portion of a. credit caryback- from a taxable year at-
tributable to a net operating loss carryback, capital loss car. -
back, or other credit carryback from a subsequent taxab
year, such increase shall not affect the computation of interest
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under this 8ectiOn for the period ending with the last day
of sUCh subsequent taxable year.

(B) CREDIT CARRYBACK DEFINED.-For purposes of thi8
paragraph, the termw "credit carryback" has the meaning given
such te, by section 6511(d) (4) ( C).

(3) ADJUSTMENT FOR CERTAIN UNUSED DEDUCTIONS OF LIFE IN-
suRANCE coMPANIEs.-If the amount of any tax imposed by sub-
title A is reduced by operation of section 815 (d) (5) (relating to
reduction of policyholders surplus account of life insurance com-
panies for certain unused deductions), such reduction in tax shall
not affect the computation of interest under this section for the
period ending with the last day of the last taxable year to which
the loss described in section 815(d) (5) (A) is carried under sec-
tion 812(b) (2).

[(4) WoRK iNCENTIvE PROGRAM& CREDIT cARRYBA.-If the
credit allowed by section 40 for any taxable year is increased by
reason of a work incentive program credit carryback, such in-
crease shall not affect the computation of interest under this sec-
tion for the period ending with the last day of the taxable year
in which the work incentive program credit carryback arises, or,
with respect to any portion of a work incentive program carry-
back from a taxable year attributable to a net operating loss carry-
back, an investment credit carryback, or a capital loss carryback
from a subsequent taxable year, such increase shall not affect the
computation of interest under this section for the period ending
with the last day of such subsequent taxable year.
[ (5) NEW EbPLOYEE CREDIT CARRBACR.-If the credit allowedby section 44B for any taxable year is increased by reason of a new

employee credit carryback, such increase shall not affect the com-
putation of interest under this section for the period ending with
the last day of the taxable year in which the new employee credit
carryback arises, or, with respect to any portion of a new em-
ployee credit carryback from a taxable year attributable to a net
operating loss carryback, an investment credit carryback, a work
incentive program credit carryback, or a capital loss carryback
from a subsequent taxable year, such increase shall not affect the
computation of interest under this section for the period ending
with the last day of such subsequent taxable year.]

Subchapter B-Interest on Overpayments

SEC. 6611. INTEREST ON OVERPAYMENTS
(a) RATE.-Interest shall be allowed and paid upon any overpay-roent in respect of any internal revenue tax at an annual rate estab-

lished under section 6621.
(b) PNRioD.-Such interest shall be allowed and paid as follows:

(1) CREDITS.-In the case of a credit, from the date of the over-
payment to the due date of the amount against which the credit is
taken.
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(2) REFUNDS.-In the case of a refund, from the date of the
overpayment to a date (to be determined by the Secretary) pre-
ceding the date of the refund check by not more than 30 days,
whether or not such refund check is accepted by the taxpayer after'
tender of such check to the taxpayer. The acceptance of such)
check shall be without prejudice to any right of the taxpayer to
claim any additional overpayment and interest thereon.

(d) ADVANCE PAYMENT OF TAX, PAYMENT OF ESTIMATED TAX, AND
CREDIT FOR INCOME TAX WITHHOILDING.-The provisions of section
6513 (except the provisions of subsection (c) thereof), applicable in
determining the date of payment of tax for purposes of determining
the period of limitation on credit or refund, shall be applicable in
determining the date of payment for purposes of subsection (a).

(e) IN.-coME TAX REFUND WITHIN 45 DAYS AF=ER RETURN Is
FILED.-If any overpayment of tax imposed by subtitle A is refunded
within 45 days after the last date prescribed for filing the return of
such tax determinedd without regard to any extension of time for filing
the return) or. in case the return is filed after such last date, is refunded
within 45 days after" the date the return is filed, no interest shall be
allowed under subsection (a) on such overpayment.

(f) REFrUND OF INCOMETAX CAUSED BY CARRYBACK OR ADUSTMEXT
FOR CERTAIN UNUSED DEDUCTIONS.-

(1) NET OPERATING LOSS OR CAPITAL LOSS CARRYBACX.-For pur-
poses of subsection (a), if any overpayment of tax imposed by
subtitle A results from a carryback of a net operating loss or net
capital loss, such overpayment shall be deemed not to have been
made prior to the close of the taxable year in which such net
opera.tino- loss or net capital loss arises.

[(2) INVESTS'tENT CREDIT CARRYBACK.-For purposes of subsec-
tion (a), if any overpayment of tax imposed by subtitle A results
from an investment credit carryback, such overpayment shall be
deemed not to have been made prior to the close of the taxable
year in which such investment credit carryback arises, or, with
respect to any portion of an investment credit carryback from a
taxable year attributable to a net operating loss carryback or a
capital loss carryback from a subsequent taxable year, such over-
payment shall be deemed not to have been made prior to the close
of such subsequent taxable year.]

(2) CERT.AI1N CREDIT CARRYBACKS.-
(A) IN GENERAL.-For purposes of subsection (a), if any

overpayment of tax imposed by subtitle A results from| 6
credit carryback, such overpayment shall be deemed nt to
have been made before the close of the taxable year in whidl
such credit carryback arises, or, with respect to any portili
of a credit carryback .from a taxable year attributable to a wfet
operating loss carryback, capital loss carry back, or other'
credit carryback fom a subsequent taxable year, such ov01-
payment shall be deemed not to have been made be/cre the
close of such subsequent taxable year.

(B) CREDIT CARRYBACK DEFINED.-Fo purposes 6 t];x
paragraph, the term "credit carryback" has the meanl?,q
given such term by section 6511 (d) (4) (C).
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(3) ADJUSTMENT FOR CERTAIN UNUSED DEDUCTIONS OF LIFE IN-
SURANCE corANDms.-For purposes of subsection (a), if any
overpayment of tax imposed by subtitle A arises by operation of
section 81 5(d) (5) (relating to reduction of policyholders surplus
account of life insurance companies for certain and unused deduc-
tions), such overpayment shall be deemed not to have been made
prior to the close of the last taxable year to which the loss
described in section 815 (d) (5) (A) is carried under section 812
(b) (2).

[(4) WORK INCENTIVE PROGRAM CREDIT CARRYBACK.-For pur-
poses of subsection (a), if any overpayment of tax imposed by
subtitle A results from a work incentive program credit carry-
back, such overpayment shall be deemed not to have been made
prior to the close of the taxable year in which such work incentive
program credit carryback arises, or, with respect to any portion
of a work incentive program credit carryback from a taxable year
attributable to a net operating loss carryback, an investment credit
carryback, or a capital loss carryback from a subsequent taxable
.)-ear, such overpayment shall be deemed not to have been made
prior to the close of such subsequent taxable year.

[(5) NEW EMPLOYEE CREDIT CARRYBACK.-For purposes of sub-
section (a), if any overpayment of tax imposed by subtitle A
results from a new employee credit carryback, such overpayment
shall be deemed not to have been made before the close of the tax-
able year in which such new employee credit carryback arises, or,
with respect to any portion of a new employee credit carryback
from a taxable year attributable to a net operating loss carry-
back. an investment credit carryback, a work incentive program
credit carryback, or a capital loss carryback from a subsequent
taxable year, such overpayment shall be deemed not to have been
made before the close of such subsequent taxable year.]

CHAPTER 68-ADDITIONS TO THE TAX, ADDI-
TIONAL AMOUNTS, AND ASSESSABLE PENAL-
TIES

** * * * * *

Subchapter B-Assessable Penalties
* * * * * *

SEC. 6672. FAILURE TO COLLECT AND PAY OVER TAX, OR ATTEMPT
TO EVADE OR DEFEAT TAX

[Any person] (a) GENERAL RULE.-Any person required to collect,
trllthfully account for, and pay over any tax imposed by this title who
Willfully fails to collect such tax, or truthfully account for any pay
over such tax. or willfully attempts in any manner to evade or defeat
tn such tax or the payment thereof, shall, in addition to other penal-
ts Provided by law, be liable to a penalty equal to the total amount

of the tax evaded, or not collected, or not accounted for and paid over.
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No penalty shall be imposed under section 6653 for any offense to
which this'section is applicable.

(b) ExTENSzoN oF PERIOD OF COLLECTION THERE BOND IS FILED.-
(1) IN GENERAL.-If, within 30 days after the day on uhiMh

notice. and demand of any penalty under subsection (a) is Mnade
against any person, such person-

(A) pays an amount which is not less than the mini ?mj
amount required to comence a proceeding in court vwiti,
respect to his liability for such penalty,

(B) files a claim, for refund of the amount so paid, and(C) furnishes a bond which meets the requiremnts of
paragraph (3),

no levy or proceeding in court for the collection of the remahd,,
of such penalty shall be made, begun?, or prosecuted until a final
resolution of a proceeding begun as provided in paragraph (2).
Notwithstanding the provisions of section 7421 (a), the beginning
of such proceeding or levy during the time such. prohibition is t
force may be enjoined by a proceeding in the proper court.

(2) Stiii' MUST BE BROUGHT TO DETERMINE LIABILITY FOR PEN-
ALTY.-If, within 30 days after the day on which his claim fo,
refund with respect to any penalty under subsection (a) is denied.
the person described in paragraph (1) fails to begin a proceedhlq
in the appropriate United States district court (or in the Court of
Clains) for the determination of his liability for such penalty.
paragraph (1) shall cease to apply with respect to such penalty!
effective on the day following the close of the 30-day period -
ferred to in this paragraph.

(3) Bo.-The bond referred to in paragraph (1) shall be ;i
such foffm and with such, sureties as the Secretary may by regi-
lations prescribe and shall be in an amount equal to 11/2 tim(,
the amount of excess of the penalty assessed over the payment
described in paragraph. (1).
(4) SUSPENSION OF RUNNING OF PERIOD OF LIMITATIONS O CoL-

LEcTioN.-The running of the period of limitations provided ill
section 6502 oin the collection by levy or by a proceeding in court
in respect of any penalty described in paragraph (1) shall be
suspended for the period during which the Secretary is prohibit d
from collecting by levy or a proceeding in court.

(5) JEOPARDY cOLLECTION.-If the Secretary makes a findinq
that the collection of the penalty is in jeopardy, nothing n this
subsection shall prevent the immediate collection of such penaly.q.

CHAPTER 73-BONDS

SEC. 7103. CROSS REFERENCES-OTHER PROVISIONS FOR BONDS
(a) EXTENSION OF TniE.

(1) For bond where time to pay tax or deficiency has been Cx
tended, see section 6165.
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(2) For bond to stay 'ollection of a jeopardy assessment, see
section 6863.

(3) For bond to stay assessment and collection prior to review
of a Tax Court decision, see section 7485.

(4) For a bond to stay collection of a penalty assessed under
section 6672, see section 6672 (b).

(5) For bond in case of an election to postpone payment of
estate tax where the value of a reversionary or remainder interest
is included in the gross estate, see section 6165.

(b) RELEASE OF LIEN OR SEIZED PROPERTY.-
(1) For the release of the lien provided for in section 6325 by

furnishing the Secretary or his delegate a bond, see section 6325
(a) (2).

(2) For bond to obtain release of perishable goods which have
been seized under forfeiture proceeding, see section 7324(3).

(3) For bond to release perishable goods under levy, see section
6336.

(4) For bond executed by claimant of seized goods valued at
$1,000 or less, see section 7325(3).

(c) MISCELLANEOUS.-
(1) For bond as a condition precedent to the allowance of the

credit for accrued foreign taxes, see section 905 (c).
(2) For bonds relating to alcohol and tobacco taxes, see gen-

erally subtitle E.

CHAPTER 76-JUDICIAL PROCEEDINGS

Subchapter B-Proceedings by Taxpayers and Third
Parties

'.* * * * * *

SEC. 7421. PROHIBITION OF SUITS TO RESTRAIN ASSESSMENT OR
COLLECTION

(a) TA.x.-Except as provided in sections 6212(a) and (c), 6213 (a),
66i2(b), 6694(c), and 7426(a) and (b) (1), and 7429(b) no suit for
the purpose of restraining the assessment or collection of any tax shall
be maintained in any court by any person, whether or not such person
is the person against whom such tax was assessed.

(b) LTABILITY OF TRANSFEREE OR FMUCIARY.-No suit shall be main-
tained in any court for the purpose of restraining the assessment or
collection (pursuant to the provisions of chapter 71) of-

(1) the amount of the liability, at law or in equity, of a trans-
feree of property of a taxpayer in respect of any internal revenue
tax, or

(2) the amount of the liability of a fiduciary under section
3467 of the Revised Statutes (31 U.S.C. 192) in respect of any
such tax.

* * * * * * *



42

TARIFF SCHEDULES OF THE UNITED STATES
APPENDIX TO THE TARIFF SciiiEDuLEs

Rates of duty

Item Articles
Effective
period

PART 1. TEMPORARY LEGISLATION

Subpart B.-Temporary Provisions Amending the
Tariff Schedules

907.40 Boric acid (provided for in item 416.10, part 2B, schedule
4) ------------------------------------------------- Free- - -o change__-

909. 10 Mineral wool, in bulk, or in batts, blankets, or similar
r forms, whether or not lined, bacind, or supported with

paper, paperboard, or similar materials (provided for
in item 52L81, part IJ, schedule 5)------.-------- No change_-_

909. 30 Glass fibers in bulk; glass fibers in the formn of mats,
bates, blankets, felts, pads, casing, and boards, all the
fore going, of a density not over 4 pounds per cubic
foot, whether or not coated, impregnated, or bonded
with glue, plastics, or other substances, or lined,
backed, or supported with paper, paperboard, fabrics
or similar materials, or with metal mesh or foil
(provided for in item 540.71, part SA, of schedule 5)__.

On or
before
6/30/79.

On or
before
61304'9.

Free------- No change. On or
before
6/80;9.


