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PFI, Pita Putih-Indonesia, PLAN Inter-
national, POGI (Association of Specialists in
OB/GYN, Indonesia), Population Council,
Population Reference Bureau, Population
Services International, Prerana, PRIME/
Intrah, Project Hope, PSS, Pusat
Komunikaski Jender dan Kesehatan (Center
for Communications in Health and Gender
Issues, Indonesia), RSB, Boedi Kemuliaan
(Boedi Kemuliaan Maternity Hospital).

Safe Motherhood Initiative (SMI)—USA,
Safe Motherhood Action Group—Nigeria,
San Bernardino Coalition for Safe Mother-
hood, Save the Children, Shell Nigeria
(Women’s Programme, Community Develop-
ment Department), SIDA, Soroptimist Inter-
national of Indonesia, State Ministry of
Women’s Empowerment, Indonesia, TNAI,
U.S. Pharmacopeia, White Ribbon Alliance—
India, Women’s Empowerment in Politics,
Indonesia, World Vision, Yayasan Melati,
YMCA, Zambian Enrolled Nurses/Midwives
working at the University Teaching Hos-
pital, Zambia White Ribbon Alliance for Safe
Motherhood.
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LEGISLATION CLARIFYING THE
INCOME FORECAST METHOD

HON. MARK FOLEY

OF FLORIDA
IN THE HOUSE OF REPRESENTATIVES

Wednesday, March 28, 2001

Mr. FOLEY. Mr. Speaker, Congressman
BECERRA and | introduced legislation today to
clarify the income forecast method.

As Chairman of the House Entertainment In-
dustry Task Force, | have understood that
changes made in the Small Business Job Pro-
tection Act of 1996 that modified depreciation
under the income forecast method have had
unintended consequences for the movie indus-
try. Our legislation corrects those con-
sequences.

The “income forecast” method is a method
for calculating depreciation under section 167
for certain property, including films. Under the
income forecast method, the depreciation de-
duction for a taxable year for a property is de-
termined by multiplying the cost of the prop-
erty by a fraction, the numerator of which is
the income generated by the property during
the year and the denominator of which is the
total forecasted or estimated income to be de-
rived by the property during its useful life. The
total forecasted income to be derived from a
property is based on conditions known to exist
at the end of a period for which depreciation
is claimed and these could be revised upward
or downward at the end of a subsequent tax-
able year based on additional information that
becomes available since the last estimate. In
the case of films, income to be taken into ac-
count means income from the film less the ex-
pense of distributing the film, including esti-
mated income from foreign distribution or
other exploitation of the film including future
television exhibition.

The Small Business Job Protection Act ad-
dressed the income forecast method in order
to make the formula a more appropriate meth-
od for matching the capitalized costs of certain
property with the income produced by such
property. While the new law modified the
method by including all estimated income gen-
erated by the property, however, it made no
changes to the treatment of participations.

EXTENSIONS OF REMARKS

Projected participations—such as percent-
ages of the gross receipts due an actor—have
been included as part of the total cost of a film
ever since studios have been forced to fore-
cast the total revenues of a film under the in-
come forecast method. But the Internal Rev-
enue Service (IRS) has indicated that it will
disallow participations as part of a film. Partici-
pations were not an issue addressed by modi-
fication to the income forecast method. Stu-
dios have negotiated their complex trans-
actions based on the clear and well-estab-
lished principle that the cost of a film includes
participations.

The legislation that we have introduced
today will ensure that participations are a part
of the total cost of a film. First, the legislation
would guarantee that income-contingent costs
are includible in basis, thereby accepting the
conclusion of Transameric Corp. v. U.S. The
legislation provides that the depreciation allow-
ance, as so determined, will apply notwith-
standing section 404 or section 419. There
would be “no inference” clause with regard to
films placed in service after the effective date
to the 1996 amendments to section 167 (that
is, films placed in service after September 13,
1995).

Second, the look-back regime is tightened in
two ways: (i) a third recomputation year is
added; and (ii) the 10 percent de-minimis rule
is applied on an annual basis not on a cumu-
lative basis in the recomputation year. Thus, if
the taxpayer initially estimates that the film’s
ultimate income will be $1,000X and the esti-
mated ultimate income in year two is in-
creased or decreased by more than 10 per-
cent, then the look-back computation is re-
quired for that last year. The 10 percent
threshold then applies to the new estimated
ultimate income.

This legislation was the result of consulta-
tions with the staff of the Committee on Ways
and Means and the Joint Committee on Tax-
ation. An analysis was done of the legislation
for films in the following three situations: (1)
where the film takes off late; (2) where the film
falls short of expectations; and (3) where the
film exceeds expectations. For each scenario,
calculations were done using escalating in-
come-contingent costs, and provided calcula-
tions on both an annual basis and a cumu-
lative basis of accounting for adjustments to
forecasted revenues. The conclusion con-
firmed that the legislative changes would not
create distortion under the income forecast
method.

We look forward to working with the Com-
mittee on Ways and Means to find the appro-
priate legislative vehicle to address this tech-
nical correction that will reiterate Congres-
sional intent on changes made to the income
forecast method in the Small Business Job
Protection Act.

———

THE IMPORTANCE OF COMMUNITY
HEALTH CENTERS

HON. MICHAEL BILIRAKIS
OF FLORIDA
IN THE HOUSE OF REPRESENTATIVES
Wednesday, March 28, 2001
Mr. BILIRAKIS. Mr. Speaker, today, | would
like to discuss the importance of community
health centers.
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Since 1965, America’s health centers have
delivered comprehensive health and social
support services to people who otherwise
would face major financial, social, cultural and
language barriers to obtaining quality, afford-
able health care.

Health centers serve those who are hardest
to reach. They are located in America’s inner
cities, isolated rural areas, and migrant farm-
worker communities—areas with few or no
physicians and other health and social serv-
ices. Community health centers are not-for-
profit health care providers and are required
by law to make their services accessible to ev-
eryone, regardless of their ability to pay.

There are more than 1,000 community
health centers located in every state, the Dis-
trict of Columbia, Puerto Rico, Guam, and the
U.S. Virgin Islands. Collectively, these centers
serve as a health care safety net for more
than 11 million patients, over 4 million of
whom are uninsured.

Health centers foster growth and develop-
ment in their communities. Over $14 billion in
annual economic activity is generated by
health centers in many of America’s most eco-
nomically depressed communities, and they
employ over 50,000 people and train thou-
sands of health professionals and volunteers.

Community health centers offer a wide
range of preventative and primary medical and
dental care, as well as health education, com-
munity outreach, transportation, and support
programs. Health centers focus on wellness
and early prevention—the keys to cost savings
in health care. Through innovative programs in
outreach, education and prevention, health
centers reach out and energize communities
to meet urgent health needs and promote
greater personal responsibility for good health.

For less than one dollar per day for each
person served (less than $350 annually),
health centers provide quality primary and pre-
ventive care to low-income, uninsured and
under-insured  individuals and  families.
Through reductions in hospital admissions and
less frequent use of costly emergency room
visits for routine services, health centers save
the American health care system almost bil-
lions each year.

Health centers provide quality care to mil-
lions of Americans who lack health coverage.
However, they cannot continue to expand care
to the growing number of uninsured patients
who seek assistance without a significant in-
crease in their appropriations.

President Bush recognized the importance
of health centers with his recent proposal to
double the number of patients health centers
serve over the next five years. | strongly sup-
port this proposal, and an increase in funding
this year is the first step needed to reach this
goal.

Today, America’s health centers are the
family doctor and health care provider for over
10 million people. Expanding the role of com-
munity health centers is a proven, viable, and
cost effective way to bring quality health care
to uninsured patients and medically under-
served communities.
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