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The Committee on Finance to which was referred the bill (H.R.
3340) to amend the Internal Revenue Code of 1954 to allow a deduction for expenses allocable to the use of any portion of a dwelling unit
in the trade or business of providing day care services whether or not
such portion is exclusively used in such trade or business, having considered the same, reports favorably with an amendment to the text and
ain amendment to the title and recommends that the bill as amended
do pass.
I. SUMMARY
The committee's amendment to the text of H.R. 3340 strikes out the
House-passed provisions (relating to day care services; similar piovisions were enacted as sec. 306 of the Tax Reduction and Simplification
Aict of 1977, P.L. 95-30) and substitutes an increase in the income
tax credit for contributions to candidates for the United States Senate.
The bill increases the 50-percent credit rate for political contributions to 75 percent in the case of contributions to candidates for nomination or election to the U.S. Senate (or to committees, etc., for such
candidacies) and increases the maximum credit for all political contributions to $100 ($200 on joint returns), of which not more than $25
($50 on joint returns) is allowable for contributions other than contributions to Senatorial campaigns. The bill also repeals the alternative
itemized deduction for political contributions.
In addition, the bill provides a method by which a taxpayer may
apply for the immediate allowance of the credit against income tax
for the preceding taxable year. This immediate crest is to bear interest from the 61st day after receipt of the taxpayer's application for
the credit until the date of the refund check.
89-010

IL GENERAL STATEMENT
Present law
Under present law, an individual is allowed in the alternative(1) a nonrefundable credit (see. 41) against income tax of 50
percent of his or her political contributions and newsletter fund
contributions made during the taxable year, with a maximum
credit of $25 ($50 on a joint return), or
(2) a deduction (see. 218) for his or her political contributions
and newsletter fund contributions,, up to $100 ($200 on a joint
return). This deduction is allowed only if the taxpayer itemizes
deductions ("below the line").
Eligible recipients of political contributions include political parties
and individuals who are candidates for nomination or election to any
Federal, State, or local elective public office.
Reasons for change
The present structure of tax incentives for political campaign contributions has served well as a start by providing a tax incentive for
political contributions by large numbers of taxpayers. Since the initial
enactment of these provisions in the Revenue Act of 1971, the maximum amounts of the credit and the deduction were increased once, by
Congressional action in 1974.
Despite the promising start, experience has indicated the existence
of the following shortcomings of the present law:
-the maximum credit ($25, or $50 on a joint return) is too small
and the 50-percent credit rate is too low;
-the choice of a credit or a deduction creates unnecessary complexity and also provides greater benefits to taxpayers in
higher tax brackets than to those in lower tax brackets; and
-the taxpayer must wait a substantial period of time (until the
filing of the next income tax return) before receiving the tax
benefit that arises from the contribution.
In order to meet these problems, the committee's bill makes the following changes:
:(1) In the case of contributions to U.S. Senate candidates (and
their committees, etc.), 1 the maximum credit is quadrupled to $100
($200 on a joint return). Also, the credit rate in the case of such
contributions is increased to 75 percent of the amount of the
contributions.
(2) The alternative of a deduction is eliminated in all cases, making
the tax reduction the same for taxpayers in all brackets and simplifying the tax law in this respect.
(3) The taxpayer is given the option to apply for an immediate refund by treating the contribution generally as though it had been
made in the preceding taxable year.
Explanation of the bill

Rate of credit (sec. 1(a) of the W. and 8ec. 41(a) of the Code)
The bill amends the Internal Revenue Code (sec. 41(a)) to increase
from 50 percent to 75 percent the credit rate for contributions to canThe bill applies only to U.S. Senatorial candidates (and their committees,
etc.) in order to make it comparable to S. 926, relating- to the public financing
of U.S. Senate campaigns.

didates for public office, in the case of political contributions to )
individuals who are candidates for nomination or election to the U.S.
Senate or (2) committees, associations, or organizations whichh are
.eingor
organized and operated exclusively for the purpose of influ
attempting to inluence the nomination or election of such candidats.
To be eligible for the 75-perent credit, the contribution not only
must be to such a candidate or committee, et., but also it must be for
the use of such a recipient to further such a candidacy A candidate is
not to use such a contribution to further his or her candidacy for another public office. Similarly, a committee is not to use such a contribu-2
tion to support a slate of candidates for several different offices.
The committee contemplates that the Internal Revenue Service will
require the maintenance of records adequate to identify amounts so
restricted. Any surplus of amounts so restricted must also be used for
the requisite purpose. For example, an unsuccessful candidate for
nomination to the Senate could transfer such a restricted surplus to a
fund to further the election of the party's Senatorial nominee. Also,
such amounts may be retained at the end of the campaign for use in
the next Senatorial campaign.
The 50-percent rate of present law will continue to apply to other
political contributions (for example, to contributions for a slate which
includes one or more candidates for positions other than U.S. Senator)
and to all newsletter fund contributions.
It should be noted that the bill does not change the requirements for
a payment to qualify as a political contribution or newsletter fund
contribution, it does not change the definition of a candidate and it
does not change the nonrefundable characteristic of this credit.
Macimi credit limitation (8ec. I (b) of the bill and 8ec. 41(b) of the

Code)
The bill also increases the maximum credit allowed for political
contributions in a taxable year to $100 ($200 on a joint return), of
which not more than $25 ($50 on a joint return) is allowed (at the
50-percent rate) for all newsletter fund contributions and for all
political contributions other than those to candidates for nomination
or election to the U.S, Senate or to committees, etc., for such candidates. In effect, this provision retains present law for all contributions
other than those to Senate candidates or their committees, etc., and
allows a credit of up to $100 ($200 on a joint return), less the amount
of credit allowed for other political contributions and for newsletter
fund contributions, for contributions to Senate candidates or their
committees.
Under the bill, the $200 maximum credit on a joint return for a year
could be produced by Senatorial contributions of $266.67. The maximum credit also could be produced by Senatorial contributions of $200
(for a credit of $150) and other contributions of $100 (for a credit of

$50).

'A committee, association, or organization for a slate may qualify as a recipient of such contributions and such contributions may be for the use of
several candidacies but only if all the candidacies are for the United States
Senate. For example, organizations such as the existing Democratic and Republican Senatorial Campaign Committees could normally be expected to qualify
under these provisions.

Repeal of alteabive deductions for politicalcontrlbiom (see. 1 (e)
of tie bill ad sec. 218 of the Code)
The bill repeals section 218 of the Internal Revenue Code which
allows an itemized deduction for political contributions )r newsletter fund contributions made during a taxable year by an individual
who does not elect to take the credit for political contributions for that
year. The repeal of this section eliminates an element of complexity
in present law by relieving taxpayers of the necessity to calculate each
year whether the credit or the deduction would be more advantageous.
Immediate credit (sec. 1(c) of the bill and new 8ec. 41 (d) of the Code)
In order to further encourage taxpayers to make political contributions, the bill provides a system by which a taxpayer may obtain the
section 41 credit without waiting until the filing of his or her incont
tax return for the year in which the contribution was made.
The bill permits the taxpayer to elect to apply the credit against
the tax imposed for the preceding taxable year. Although the deternination as to whether a payment is an allowable political contribution will continue to be made on the basis of the taxable year in which
the payment was made, s the amount of the credit allowed will be
determined as if the payment had been made in the preceding taxable
year. In other words, the amount of the credit to be allowed in the
case of such an election will be determined by taking into account
the other political and newsletter fund contributions treated as having
been made in he preceding taxable year, the taxpayer's income tax
liability for the preceding taxable year (since this credit is not refundable), and the taxpayer's return filing status for the preceding taxable
year (separate return or joint return).
Under present law, a credit for a political contribution made in
June, for example, generally is not alowed except on the tax return
filed for the taxable year in which the contribution is made, and that
return might not be filed until ten months after the contribution. Under this provision of the bill, the taxpayer may, by application, elect to
have the payment treated as if it were made in the preceding taxable
year and allowed against the tax imposed for this preceding year. As a
result, the taxpayer generally may obtain the tax benefit of the credit
within 60 days, instead of having to wait ten months, as in this
example.
The election of an immediate credit may be made separately for
each political or newsletter fund contribution, although a single contribution may not be split by electing an immediate credit for less than
the entire amount.
If the taxpayer makes a political contribution and has not yet filed
the return for the preceding taxable year, the taxpayer may apply for
an immediate credit by claiming it on that return. No separate application is allowed at this time, because, as indicated above, the Service
generally cannot determine the amount of the allowable credit unless
it has the taxpayer's return for the preceding txable yeAr.
3

For example, a contribution made in 1978 to John Doe for his 1980 U.S. Sen-

ate campaign will qualify (if the other necessary conditions are present) if
John Doe announces his candidacy by the end of 1979 (sec. 41(c) (2) (A)), even

though the taxpayer seeks a 1977 credit on account of the contribution.

If the income tax return for the preceding taxable year has iieady
been filed, the taxpayer may apply for an immediate credit on a separate form which is to be made available by the Service for that
purpose.

Since the purpose of the immediate credit provision is to make the
credit available to the taxpayer earlier than the filing of the income
tax return for the year in which the payment is made the application
for an immediate credit may not be made on or after the due date (determined without regard to any extension of time for filing the retuin)
for the filing of the tax return for the year in which the payment was
made or the day on which the return for this year is filed, whichever
is eartier.
The application for an immediate credit is to be treated as a claim
for refund, except to the extent that such treatment is inconsistent
with this provision. For example, the last day for filing an application
for an immediate credit is determined by the rule described above
(new sec. 41(d) (3) (B) ), and not by the rules applying generally
to claims for refund. As is the case with other claims for refund, the
allowance of the immediate credit may, of course, affect other items
on the return for the year in question, such as minimum tax liability
or the carryover of the WIN credit.
If the taxpayer files a separate application for the immediate credit
(as would normally be the case if the election is made after the return for the preceding taxable year has been filed), then the Internal
Revenue Service w:
ave to relate this application to the taxpayer's
return for the pre ing taxable year. It is contemplated that the
Service will require the xpayer to indicate sufficient information on
the application to enable the Service to quickly search its iles with
respect to the income tax liability for the preceding taxable year. Also,
the Service is expected to establish a record-keepug system to enable
it to determine w whether other applications have been made during the
year. However, the committee wishes to make it clear that the application form is to be kept simple and be made readily available, so as
to make this immediate refund system a practical mechanism for encouraging taxpayers to make political contributions and to receive the
tax benefits for those contributions promptly and with a minimum
of red tape.
Interest on immediate credit (8ec. 1 (d) of the bill and sec. 6611 of the
Code)
The committee intends that the Service normally will process claims
for immediate credits and, where the credits are allowable, send refund checks to taxpayers within 60 days after receipt of the claims. To
carry out this policy, the bill provides that interest shall be allowed
and paid on the immediate credit from the 61st day after the receipt
by the Internal Revenue Service of the application for the credit until
the date of the refund, check. Where there is an underpayment of taxes
for the taxable year against which the credit is allowable, the credit
will have the same effect as a tax payment made on the date the application is received by the Service. In effect, in such a case, the taxpayer will have an immediate credit on the date the Service receives
the application.

Effective dates (se

2 of the bill)

The provisions of this bill apply with respect to taxable years beafter December 31, 1976, except that the provisions for the
immeciate credit (ad interest on the immediate credit) apply to taxable years beginning after December 81, 1976, but only with respect to
political contributions made in taxable years beginning after Decemer 31, 1977. In effect, the immediate credit provisions thus apply starting with 1978, but the immediate credit will be available against tax
jilitie

for 1 7.

IIL COSTS OF CARRYING OUT THE BILL AND VOTE
OF THE COMMITTEE IN REPORTING H.R. 3340, AS
AMENDED
Budget effect
In compliance with section 252 (a) of the Legislative Reorganization
Act of 1970, the following statement is made relative to the costs incurred in carffing out H. 3340, as amended by the committee. The
committee estimates that the budget effects of the bill, as amended
are to reduce receipts by $21 million in fiscal 1978, $15 million in fiscal
1979, $30 million in fiscal 1980, and $12 million in fiscal 1981.
Consultation with Congressional Budget Office on budget
estimates
In accordance with section 403 of the Budget Act, the committee
advises that the Director of the Congressional Budget Office has examined the committee's budget estimates and agrees with the methodology used and the resulting dollar estimates.
New budget authority
In compliance with section 308(a) (1) of the Budget Act, and after
consultation with the Director of the Congressional Budget Office, the
committee makes the following statement with respect to new budget
authority in this bill. The changes made by this bill involve no new
budget authority.
Tax expenditures
In compliance with section 308 (a) (2) of the Budget Act with respect
to tax expenditures, and after consultation with the Director of the
Congressional Budget Office, the committee makes the following statement. The changes made by this bill involve increased tax expenditures
for political contributions. The increased tax expenditures are estimated. to be $21 million in fiscal 1978, $15 million in fiscal 1979, $30
million in fiscal 1980, and $12 million in fiscal 1981.
Vote of the Committee
In compliance with section 133 of the Legislative Reorganization
Act of 1944, the following statement is made relative to the vote by
the committee on the motion to report the bill. H.R. 3340, as amended
by the committee, was ordered favorably reported by voice vote.

IV. REGULATORY IMPACT OF THE BILL
In compliance with paragraph (5) of Rule XXTX of the Standing
Rules of the Senate, the committee makes the foflowi.r statement
concerning the regulatory impact that might be incurred in carrying
out the provisions of H.R. 3340, as amended.
A. Numbers of individualand businesses woho wvuJ'(nsld reguqpd.The provisions of this bill will affect those taxpayers who make
political campaign contributions or newsletter fund contributions if
they seek income tax credits on account of those contributions.
businesses will be directly affected.
B. Economic impact of regdation on i dvie28, consume, and
business afeoted.- Those taxpayers who seek income tax credits on
account of the contributions referred to above will in many cases be
entitled to greater tax benefits, and will be atle to recfve the beliefits
sooner, than under present law. Of those taxpayers who take deductions for such contributions under present law, some will obtain less
income tax benefits than under present law. No consumers or businesses
will -bedirectly affected.
C. Impact on personal privay.-The provisions of this bill make
negligible changes in those provisions of Federal law affecting the
personal privacy of taxpayers.
D. Detemdnationof the amount of paperwork.-Inthe case of taxpayers who claim the credits on their income tax returns, no additional
paperwork will be required. Many of those taxpayers will find it
simpler to fill out their returns because they no longer will have to
calculate both a credit and a deduction in order to compare the relative tax benefits.
Taxpayers who choose the "immediate credit" after having fied
their income tax returns, will have to fill out a simple form, which is to
be made generally available by the Internal Revenue Service. The
Service will have to establish a recordkeeping system so as to associate
those forms with the necessary information from the taxpayers' returns; the Service also will have to establish a system for processing
those forms and paying allowable refunds generally within 60 days.
V. CHANGES IN EXISTING LAW MADE BY THE BILL,
AS REPORTED
In compliance with section 4 of Rule XXIX of the Standing Rules
of the Senate, changes in existing law made by the bill, H.R. 3340,
as reported, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new matter is printed in italic, existing
law in which no change is proposed is shown in roman):
INTERNAL REvENuE CoDE oF
*

t

*
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Subtitle A-Income Taxes
$

$

CHAPTER 1-NORMAL TAXES AND SURTAXES
Subchapter A-Determination of Tax Liability
PART IV-CREDITS AGAINST TAX

Subpart A-Credits Allowable

SEC. 41 CONTRIBUTIONS TO CANDIDATES FOR PUBLIC OFFICE
t(a) GENRAL Ruxx-- In the case of an individual, there shall be

allowed, subject to the limitations of subsection (b), as a credit against
the tax imposed by this chapter for the taxable year, an amomrt equal
to one-half of all political contributions and all newsletter fund contributions, payment of which is made by the taxpayer within the taxable
year.3
(a)
GsXL
RUL.-In the cage of an individual, there shaa be

allowed, eubject to the limitations of subsection (b), as a creditagai.' t
the tw iviposed by this chapter for the taxable year, an amount equal
to the
of/(1) one-half of all political contributions (other than those desoibed in pav raph (8)) and all newsletter fund contributions,
and
(2) 75 percent of the sum of all politicalcontributionsto-(A) individual. who are candidatesfor nomination or election to the United States Senate for use by any 8uch individual to/urtherhis candidacyfor nominationor eWetion to the
United States Senate, and
(B) committees, associatio,

or organizations (whether or

not incorporated) organieedand operatedexclusively for the
purpose of inflwenckW, or attemptin i to inence, the nomination or election of one or more individual who are candidates for nomination or election to the United State8 Senate
for se by any such committee, as8soato7, or organizationto
further the candidacy of such individual or individua for
nomination or election to the United Stes Senmae,
payment of which is made by the taxpayer within the taxable

(bT L MxATIONS.(1)

MlAxuM cxFrr.-The credit allowed by subsection (a)

for a taxable year shall not exceed [$25 ($50 in the case of a joint
return under section 6013).] $100 ($200 in the case of a joint return under section 6013) of which not more than $25 ($50 in the
case of a joint return under section 6013) shall be determined
under paragraph (1) of subsection (a).

(2) APPLICATION wrri OTHzR cRtrre.-Th credit allowed by
subsection (a) shall not exceed the amount of the tax imposed by
this chuptr.for the taxable year reduced by the sum of the credits
allowable under section 33 (relating to foreign tax credit), section
37 (relating to credit for the elderly), and section 38 (relating to
investment in certain depreciable property).
(3) Vmw CATx.-The credit allowed by subsection (a) shall
be allowed, with respect to any political contribution or newsletter
fund contribution, only if such contribution is verified in such
manner as the Secretary shall prescribe by regulations.
(c) Drn.rroNs.-For the purposes of this section(1) POLITICAL CONTRIBuTIo.-The term "political contribu-

tion' means a contribution or gift of money to-:
(A) an individual who is a candidate for nomination or
election to any Federal, State, or local elective public office
in anry primary, general, orspecial election, for use by such
individual to further his candidacy for nomination or election to such office;
(B) any committee, association, or organization (whether
or not incorporated) organized and operated exclusively for
the purpose of influencing, or attempting to influence, the
nomination or election of one or more individuals who are
candidates for nomination or election to any Federal, State,
or local elective public office, for use by such committee, association, or organization to further the candidacy oXf such
individual or individuals for nomination or election to such
office
C( the national committee of a national political party;
) the State committee of a national political party as
d
lated by the national committee of shelC party; or
(i ) a local committee of a national political party as
designated by the State committee of such party designated
under subparagraph (D).
(2) CANDnAT-m-The term "candidate" means, with respect to
any Federal, State, or local elective public office, an individual
who(A .publicly announces before the close of the calendar
year following the calendar year in which the contribution or
gift is made that he is a candidate for nomination or election
to such office; and
(B) meets the qualifications prescribed by law to hold such
office.

(3)

NATIONAL POLITICAL PARTY.-The

term "national political

party" means(A) in the case of contributions made during a taxable
yer of the taxpayer in which the electors of President and
Vice President are chosen, a political party presenting candidates or electors for such offibes on the official electionballot
of ten or more States, or
(B) in the case of contributions made during any other
taxable year of the taxpaver,a political party which met the
qualifications described in subparagraph (A) in the 1st preceding election of a President and Vice President.
S. Rept 95-342----2

.(4)

STAr

AND lwc.-The

term "State" means the various

States and the District of Columbia; and the term locaa'"means
a political subdivision or part thereof, or two or more political
subdivisions or parts thereof, of a State.
(5) Naws rr'Rm

coNRmIrIoN.-The term "newsletter

fund contribution" means a contribution or gift of money to a
fund established and maintained by an individual who holds, has
been elected to, or is a candidate for nomination or election to,

any Federal, State, or local elective public office for use by such
individual exclusively for the preparation and circulation of a
newsletter.

(d)

CRoss FEREicES.[For
disallowance of credits to estates and trusts, see section 642
(a)( ) '
(4) IMNA rAT CRErIT.-

IN GENRAL.-Notwithtanding the provisions of subsecthe credit aowed by subsection (a) with respect to any
politwal contributionshall, upon application by the taxpayer, be
(1)

tna),

allowd against the tax imposed by this chapter for the taxable
year immediately precedi-n the ta.Tcble year n which payment
of the politicalcondition was made
(2)

AmOuNT

OF CREDIT A"D DETERMINATION OF POLITICAL CON-

TRIBUTION.-

(A) AxoUr oF cRerIT.-E9cept as provided in subparagraph (B), the determination of the amount of any credit
alowed wider paragraph(1) for the imps iiat prcedin
tamable year with respect to any optical onion
hall
be made as

9f the payment of swh contributionwas made in

suck Twediig taxable year.

(B) DFT&UMINATION OF POLITICAL CONTRIHuTroY.-Any
determinationas to whether any contributionwith respect to
which a taxpayer is claiming the credit allowed under paragraph (1) is a political contribution shall be made on the
bai of th t
ile year in which the payment of such contributionwas made.

(3)

TME FOR MAKING APPLICATION.-

(A) EARLIEST DAr.-A
taxpayer may not file an application under paragraph(1) before the day on which the taxpayer filed his return of tax for the immediately preceding
taable year.

B)

ATEST DAT.-A

taxpayermay not fi an application

under (1) on or after the earlierof(i) the due date for the fiing of the return of tax for
the taxable year in which the payment of the political
contribution was made (determined without regard to
any etenso of time for filing the return), or
(ii) the day on which the taxpayer filed his return of
tax for such taxable year.

(4)

INCLUSION IN EARL JTR RFTUR.V.---In lieu

of making an ap-

plicationunder paragraph(1), a taxpayer may elect to claim the

credit allowed under paragraph(1) for the *eiately
ing,taxable year on his retu

preced-

of tax for that year if the payment

of the political conib '_tion for ohia the credit is olaited was
mazde boo the fding of that return.
(5) IN 'iEU OF ANY OTHER CRADI.-TO Credit Shall be allowed
for any other tamable year for any olNiaZ contributionfor which
any credit is allowed under this ssction.
(6) TrA'ATMVr. AS CLAIM FOR RFuy.-Fr pu~rpse. of this
faraph (1) s40l be treated
title, miy appliat in ;9W under

as a cam for refund e .ceptto the e.tent that such treatment is
inconsistent with the provisios of this subsection.
(e) CROSS R&FRENOWS.trusts, see section
(1) For disallowanceof rsdits
_" to e8tatee and
1949 (tz) (f).
(0) For interest on immediate credit, see section 6611 (b) (S).

Subchapter B-Computation of Taxable Income
PART VII-ADDITIONAL ITEMIZED DEDUCTIONS FOR
INDIVIDUALS
Sec. 21L
Sec. 212.
Sec. 218.
See. 215.
See. 216.

Allowance of deductions.
Expenses for production of income.
Medical, dental, etc., expenses.
Alimony, etc., payments.
Deduction of taxes, interest, and business depreciation by cooperative
housing corporation tenant-stockholder.

Se. 217. Moving expenses.
[Sec. 218 Contributions to candidates for public office.J
Sec. 219. Retirement savings.
Sec. 220. Retirement savings for certain married individuals.
Sec. 22L Cross references.
*

C

*

*

*

**

*

[SEC. 21& CONTRIBUTIONS TO CANDIDATES FOR PUBLIC OFFICE

a)ALLOWANCe o DE uOTio.--In the case of an individual, there
be allowed as a deduction any political contribution (as defined in
section 41(c) (1).) or newsletter fund contribution (as defined in section 41(c) (5).) payment of which is made by such individual within
the taxable year.
sh

[(b) LmrrATroNS.[(1) AmouwT.-The deduction under subsection (a) shall not
exceed $100 ($200 in the case of a joint return under section 6013).
[(2) VEiUiCATroN.-The deduction under subsection (a) shall
be allowed, with respect to any political contribution or newsletter
fund contribution, only if such contribution is verified in such
manner as the Secretary shall prescribe by regulations.
[(c) ELzCTION To TAKE Citzrr n; Lmu oF DEDucTIo.--This section shall not apply in the case of any taxpayer who, for the taxable
year, elects to take the credit against tax provided by section 41 (relating to credit against tax for contributions to candidates for public
office). Such election shall be made in such manner and at such time
as the Secretary shall prescribe by regulations.

[(d) Cnoss
.For

REFENC.-

disallowance of deduction to estates and trusts, see section

Subchapter J-Estates, Trusts,. Beneficiaries,
and Decedents
PART I-ESTATES, TRUSTS, AND BENEFICIARIES
Subpart A-General Rules for Taxation of Estates and Trusts
SEC. 642. SPECIAL RULES FOR CREDITS AND DEDUCTIONS
*

S

S

*

S

*

[(i) PoLrricAL Co 'TmUTIoNs.-An estate or trust shall not be al-

lowed the deduction for contributions to candidates for public office
provided by section 218.]
[(j)] (I) CmrA DwmTuroNs BY Cmurxmr Pvmw AL CAn
Fu s.-In the case of a cemetery perpetual care fund whith(1) was created pursuant to local law by a taxable cemetery

corration for the care and maintenance of cemetery property,
(2) is treated for the taxable year as a trust for purposes of this

subchapter,

any amount distributed by such fund for the care and maintenance of
grvesites which have been purchased from the cemetyro i
ration
before the beginning of the taxable year of the trust and with kect
to which there is an obligation to furnish care and maintenance Shall
be considered to be a distribution solely for purpose of sections 651
and 661, but only to the extent that the aggregate amount so distributed during the taxable year does not exceed $5 multiplied by the aggregate number of such gravesites.

[(k)?I (I) CRoss rmmR O.(1) For disallowance of standard deduction in case of estates

and trusts, see section 142(b) (4). ,
(2) For special rule for determining the time of receipt of dividends by a beneficiary under section 652 or 662,, see section
116(c) (3).

Subtitle F-Procedure and Administration
CHAPTER 67-INTEREST
Subchapter B-Interest on Overpayments
SEC 6611. INTEREST ON OVERPAYMENTS.

(a) RAT&.-Interest shall be allowed and paid upon any overpayment in respect of any internal revenue tax at an annual rate established under section 6621.
(b) PzRio.-Such interest shall be allowed and paid as follows:
(1) Catwrrs.-In the case of a credit, from the date of the overpayment to the due date of the amount against which the credit
is taken.
(2) REFUNDS-IL the case of a refund, from the date of the
overpayment to a date (to be determined by the Secretary) preceding 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.
(3) ScTION 41(d) CREDIr.-In the cae of a credit allowed

under section 41 (d) for which an (ppl;cation has been filed under
section 41 (d) (1), from the 6It day after the receipt of Buch application by the Secretary to the date of the refund check,
whether or not 8uch refund check ;s accepted by the taxpayerafter
the tender of the check to him. The acceptance of the check shall
be without prejudice to any rightof the taxpayer to claim any additional overpayment and interest thereon.
*

*

*

*

*

*

*

