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Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,
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(c) AMenDMENT OF 1954 Cope.—Except as otherwise expressly
provided, whenever in this Act an amendment or repeal is expressed
in terms of an amendment to, or repeal of, a section or other
provision, the reference shall be considered to be made to a section or
other provision of the Internal Revenue Code of 1954,

TITLE I—INDIVIDUAL INCOME TAX
PROVISIONS

Subtitle A—Tax Reductions

SEC. 101. RATE CUTS; RATE REDUCTION CREDIT.

26 USC 1. (a) Rate RepucrtioNn.—Section 1 (relating to tax imposed) is
amended to read as follows:

“SECTION 1. TAX IMPOSED.

“(a) MARRIED INDIVIDUALS FrLING JoINT RETURNS AND SURVIVING
Spouses.—There is hereby im on the taxable income of every
married individual (as defined in section 143) who makes a single
return jointly with his spouse under section 6013, and every surviving
spouse (as defined in section 2(a)), a tax determined in accordance

with the following tables:
“(1) FOR TAXABLE YEARS BEGINNING IN 1982.—

“If taxable income is: The tax is:

Not over $3,400 No tax.

Over $3,400 but not over $5,500 .....ccvvesns 12% of the excess over $3,400.

Over $5,500 but not over $7,600 ......ccemeuses $252, plus 14% of the excess over

Over $7,600 but not over $11,900 .......cocc.e smgj %ius 16% of the excess over

Over $11,900 but not over $16,000........... ~ $1.213"14§o‘81us 19% of the excess over

Over $16,000 but not over $20,200 .......cc0ue $2.{Il1}é§, lus 22% of the excess over

Over $20,200 but not over $24,600 ......c... " szész.aov:,z lus 25% of the excess over

Over $24,600 but not over $29,900 ......c.... *""2“1;7'5081“ 29% of the excess over

Over $29,900 but not over $35,200 ......... $5,574, plus 83% of the excess over

Over $35,200 but not over $45,800 ............ 57,33%5, lus 89% of the excess over

Over $45,800 but not over $60,000 .....c.. .. sua%égbo plus 44% of the excess over

Over $60,000 but not over $85,600 .......... o smég‘agao plus 49% of the excess over

Over $85,600 sag,azsigbo plus 50% of the excess over

“(2) FOR TAXABLE YEARS BEGINNING IN 1983.—

“If taxable income is: The tax is:

Not over $3,400 No tax.

Over $3,400 but not over $5,500 ..o 11% of the excess over $3,400.

Over $5,500 but not over $7,600 .....ccceuseeee szgl. lus 13% of the excess over

Over $7,600 but not over $11,900 ........... i ssg#%&iuu 15% of the excess over

Over $11,900 but not over $16,000 ....o...... 31,11419. plus 17% of the excess over

Over $16,000 but not over $20,200 ... $1 %%ébosius 19% of the excess over

Over $20,200 but not over $24,600 ....cesnsee $2,644, plus 23% of the excess over
aver

Over $24,600 but not over $29,900 ..cuuuees *3;6236308‘“’ 26% of the excess
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00 oot ok over $35.200 oo $5.084, plus 30% of the excess over
Over $35,200 but not over $45,800 ....c...... 624, plus 35% of the excess over
Over $45,800 but not over $60,000 ......... $10,334, plus 40% of the excess over
Over $60,000 but not over $85,600 ......... - $16014, ; plus 44% of the excess over
Over $85,600 but not over $109,400 ........... w,z'r'gbo?lm 48% of the excess over
Over $109,400 ﬂgi'i;]%?. mslua 50% of the excess over
“(3) FOR TAXABLE YEARS BEGINNING AFTER 1983.—
“If taxable income is: The tax is:
g::ra;g:l% 143?.12 not over $5,500 ....uciansen ﬂeﬁt?i"the excess over $3,400.
Over $5,500 but not over $7,600 .... we 9231, plus 12% of the excess over
Over $7,600 but not over $11,900 ............ $483, plus 14% of the excess over
Over $11,900 but not over $16,000 ....c......  $1, 5?35' 908 us 16% of the excess over
Over $16,000 but not over $20,200 ........... $1 1, 0Slue: 18% of the excess over
Over $20,200 but not over $24,600 ............. ugu?,zoﬁl 22% of the excess over
Over $24,600 but not over $29,900 ............. 33465",508.1“ 2?% of the excess over
Over $29,900 but not over $35,200 ............ ﬂk'{z%ﬂ‘.w&lun 28% of the excess over
Over $35,200 but not over $45,800 ............ $6,274, plus 33% of the excess over
Over $45,800 but not over $60,000 ............. $9,772, lus 88% of the excess over
Over $60,000 but not over $85,600 ............. $1§?168, i:lua 42% of the excess over
Over $85,600 but not over $109,400 ......... $25920, plus 45% of the excess over
Over $109,400 but not over $162,400 ......... $3g$%6530 mglua 49% of the excess over
Over $162,400 $62600, Oglns 50% of the excess over
“(b) HEADS OF Housmnoma.—'mere l.s hereb, on the

taxable income of every individual who is the he of a household (as
defined in section 2(b)) a tax determined in accordance with the 26 USC2.
following tables:

“(1) FOR TAXABLE YEARS BEGINNING IN 1982.—

“If taxable income is: The tax is:

Not over $2,300 No tax.

Over $2,300 but not over $4,400 ..........c.... 12% of the excess over 3

Over $4,400 but not over $6,500 ............cs... 5253. lus 14% of excess over

Over $6,500 but not over $8,700 .........ccvereee $5;6', piuu 16% of the excess over

Over $8,700 but not over $11,800 ............... $8‘38I lus 20% of the excess over

Over $11,800 but not over $15,000 ............. 31, Slﬂéoglua 22% of the excess over

Over $15,000 but not over $18,200 ............. $2.222 ooslus 23% of the excess over

Over $18,200 but not over $23,500............. $Z958 205'!“ 28% of the excess over

Over $23,500 but not over $28,800 ............. lus 32% of the excess over

Over $28,800 but not over $34,100 ............. 36% us 38% of the excess over
over

Over $34,100 but not over $44,700 ............. $8.152, oglns 41% of the excess
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“If taxable income is: The tax is:

Over $44,700 but not over $60,600 ............. $lﬁ§9gboplus 499% of the excess

Over $60,600 $20,289, plus 50% of the excess
$60,600.

“(2) FOR TAXABLE YEARS BEGINNING IN 1983.—

“If taxable income is: The tax is:

Not over $2,300 No tax.

Over ﬁﬁﬂo but not over $4,400 ................ 119% of the excess over $2,300.

Over $4,400 but not over $6,500 ..........c0.c.. 323,4 Oglus 13% of the excess

Over $6,500 but not over $8,700 .............. $504, plus 16% of the excess

Over $8,700 but not over §11,800............... 5834'.7 Olsl'uu 18% of the excess

Over $11,800 but not over $15,000............. 51,315512, plus 19% of the excess

Over $15,000 but not over $18,200 ............. Sz,sl{[}sdbog-lus 21% of the excess

Over $18,200 but not over $23,500............. sz,ss;iéé.zogius 25% of the excess

Over $23,500 but not over $28,800 ........... $3,997, plus 29% of the excess

Over $28,800 but not over $34,100 ............ $5,523éié08'1ua 34% of the excess

Over $34,100 but not over $44,700 ............. $7,33(§i lus 87% of the excess

Over $44,700 but not over $60,600 ............. Sléﬁ%bohlus 449 of the excess

Over $60,600 but not over $81,800 ............ 313.25’46{,]0i)1us 48% of the excess

Over $81,800 $28,430, plus 50% of the excess
$81,800.

“(3) FOR TAXABLE YEARS BEGINNING AFTER 1983.—

“If taxable income is: The tax is:

Not over $2,300 No tax.

Over §2,300 but not over $4,400 ................  11% of the excess over $2,300.

Over $4,400 but not over $6,500 ................. 523},4 0%11:5 12% of the excess

Over $6,500 but not over $8,700 .............. 343315 OBiua 14% of the excess

Over $8,700 but not over $11,800 ............... $79i1;.7 oﬁim 17% of the excess

Over $11,800 but not over $15,000 ............ 51.31’13, plus 18% of the excess

11,800.

Over $15,000 but not over $18,200 ............. $1,$8}94, lus 20% of the excess

Over $18,200 but not over $23,500 ............. $2,$5134i. lus 249% of the excess

Over $23,500 but not over $28,800 ............ $3§5206. lus 28% of the excess

Over $28,800 but not over $34,100 ............. $5.22986,8 Dglus 32% of the excess

Over $34,100 but not over $44,700.............. ss.mié,l Dgius 35% of the excess

Over $44,700 but not over $60,600 $10,£i§$boi:lus 42% of the excess

Over $60,600 but not over $81,800 $17(.5307'{t§‘.)0 i:lus 45% of the excess

Over $81,800 but not over $108,300 ........... $2B,911'gboi:lus 48% of the excess

Over $108,300 $39,634, i&lus 50% of the excess
$108,300.
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“(c) UNMARRIED INDIVIDUALS (OTHER THAN SURVIVING SPOUSES
AND HeADps or HousenoLps).—There is hereby imposed on the tax-
able income of every individual (other than a surviving spouse as
defined in section 2(a) or the head of a household as defined in section
2(b)) who is not a married individual (as defined in section 143) a tax

determined in accordance with the following tables:
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“(1) FOR TAXABLE YEARS BEGINNING IN 1982.—

“If taxable income is: The tax is:
g:;rmr 5 ﬁ not over $3,400...... ?2%“:1' the excess over $2,300.
Over $3,400 but not over $4,400 ....... 3132. plus 14% of the excess
34,400 but not over $6,500 .......c.couuusee $272, 16% of the excess
Over $6,500 but not over $8,500 .......ccoevvnne $608, us 17% of the excess
Over $8,500 but not over $10,800 ......cc...... $948, plus 19% of the excess
Over $10,800 but not over $12,900 .......cc... $1$aé5. mﬁlna 22% of the excess
Over $12,900 but not over $15,000 ............ 31.84’} Elus 23% of the excess
Over $15,000 but not over $18,200 ......cc0000e $2,33[.'I mglus 27% of the excess
Over $18,200 but not over $23,500 sa 194 mglus 31% of the excess
Over $23,500 but not over $28,800 ... s4.ssf us 35% of the excess
Over $28,800 but not over $34,100 ............. “&2:8 Dslua 40% of the excess
Over $34,100 but not over $41,500 ............. $8,812, plus 44% of the excess
Over $41,500

$12,068, plus 50% of the excess
41,500,

“(2) FOR TAXABLE YEARS BEGINNING IN 1983.—

e Ty

Over $5.400 but ot over $1400 - 3131 plua " 15% of the. excess
Over $4,400 but not over $8,500 .......cccouees $25¥.4 p]us 15% of the excess
Over $8,500 but not over $10,800 ... 582?5’. lus 17% of the excess
Over $10,800 but not over $12,900 ............. $1$257 us 19% of the excess
Over $12,900 but not over $15,000 ............. Sl 656 goglun 21% of the excess
Over $15,000 but not over $18,200 ............. $2§019'T. .lus 24% of the excess
Over $18,200 but not over $23,500 .....cc.....  § , plus 28% of the excess
Over §23,500 but not over §28800 ......... $4.345, plus 32% of the excess
Over $28,800 but not over §34,100 ........... ss:{%%m 36% of the excess
Over $34,100 but not over $41,500 ............. ﬁégl’:»io -u.s 40% of the excess
Over $41,500 but not over $55,300 ............. $10,913, plus 45% of the excess
Over $55,300

$17,123, i)lu.a 50% of the excess
$55,300.

“(3) FOR TAXABLE YEARS BEGINNING AFTER 1988, —

“If tnxnble ineome is: The tax is:
Not over § No tax.
g,soo hut not over 24.400 ........ b 11% of the excess over k

400 but not over $4,400 ... $1§é.4 12% of excess
Over $4,400 but not over $6,500 ......c....  $241, plus 14% of the excess
Over $6,500 but not over $8,500 ................ ssgg’, lus 15% of the excess
Over $8,500 but not over $10,800 ............. $835, plus 16% of the excess
Over $10,800 but not over $12,900 .............

$1,203, O'Ehu 18% of the excess
$10,800.
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over
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“If taxable income is:

Over $12,900 but not over $15,000 ...

Over $15,000 but not over $18,200 ............
Over $18,200 but not over $23,500 .............
Over $23,500 but not over $28,800 .............
Over $28,800 but not over $34,100 ..
Over §34,100 but not over $41,500 ..
Over $41,500 but not over $55,300 ..
Over $55,300 but not over $81,800.............

Over $81,800

Thetaxls.

$1$5821| lus 209% of the excess

$2.001 0oslus 23% of the excess

$2.737 plus 26% of the excess
$18,200.

$4,115 5081113 30% of the excess

85705 ﬂglus 34% of the excess

$'T, '08 38% of the excess
$34,1

$Ig4 3'119 plus 42% of the excess

$16,115, plu.s 48% of the excess

$28,835 plus 50% of the excess
81,800.

over

over

over

over

over

over

over

over

over

“(d) MarriED INDIVIDUALS FILING SEPARATE ReTurNns.—There is
hereby imposed on the taxable income of every married individual (as
def'med in section 143) who does not make a single return jointly with
his spouse under section 6013 a tax determined in accordance with

the following tables:

“(1) FOR TAXABLE YEARS BEGINNING IN 1982.—

“If taxable income is:
Not over $1,700

Over $1,700 but not over $2,750 .................
Over $2,750 but not over $3,800 .................

Over $3,800 but not over $5,950 .................
Over $5,950 but not over $8,000 .................
Over $8,000 but not over $10,100 ...............
Over $10,100 but not over $12,300 .........

Over $12,300 but not over $14,950 ............
Over $14,950 but not over $17,600 .............
Over $17,600 but not over $22,900 .............
Over $22,900 but not over $30,000 .............
Over $30,000 but not over $42,800 .............

Over $42,800

The tax is:

No tax.
12% of the excess over $1,700.
$1§g? lus 14% of the excess
$2§g.8 plus 16% of the excess
$Sl7 5plu:! 19% of the excess
$1, 3080060 nplu.s 22% of the excess
Sl 468 oglus 25% of the excess
52018 Dglus 29% of the excess
82?87 5Elu.u 33% of the excess
$36616051us 399% of the excess
$5 728, plus
522,908
58,85026081us
$15.1£.;4, i;lus 50% of the excess
$42,800.

44% of the excess
49% of the excess

“(2) FOR TAXABLE YEARS BEGINNING IN 1983.—

“If taxable income is:
Not over $1,700

Over $1,700 but not over $2,750 .............

Over $2,750 but not over $3,800

Over $3,800 but not over $5,950 ........oe....

Over $5,950 but not over $8,000

Over $8,000 but not over $10,100 ...............
Over $10,100 but not over $12,300 .............
Over $12,300 but not over $14,950 .............
Over $14,950 but not over $17,600 .............

The tax is:

No tax.
11% of the excess over $1,700.
$115, plus 13% of the excess
$2,750,
5252B Oglus 15% of the excess
$574 5811.1! 17% of the excess
5923 plus 19% of the excess
$8,000.
$1 322, Oglua 23% of the excess
31, 828
szssllz'is 30% of th
, plus o e excess
§14.958.l

lus 26% of the excess

over

over

over

over

over

over

over

over

over

over

over

over

over

over

over

over

over

over
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%%Mbutn&nmmm_ﬂ. 53 112. lus 85% of the excess over
Over $22,900 but not over $30,000 ........c... sslsf lus 40% of the excess over
Over $30,000 but not over $42,800 ......cc... $8,007, plus 44% of the excess over
Over $42,800 but not over $54,700 .oee..  $13,639, plus 48% of the excess over
Over $54,700

51354%.1:1“!50%ofﬂnmm

“(3) FOR TAXABLE YEARS BEGINNING AFTER 1983.—

“If taxable imme is:

The tax is:

Not 83 No tax.
Owr 1,700 but not over 750................. 11% of the excess over $1,700.

750 but not OVer $3,800 ... $1ég:?£lus 12% of excess over
Over $3,800 but not over $5,950 ...c.....ccewe. szgé lus 14% of the excess over
Over $5,950 but not over $8,000 .....cccwemeere $542'.9551'us 16% of the excess over
Over $8,000 but not over $10,100.......ccee.. 0, o‘ﬁius 18% of the excess over
Over $10,100 but not over $12,300 ............. 0811.13 229% of the excess over
Over $12,300 but not over $14,950 ............. us 25% of the excess over

Over $14,950 but not over $17,600 ........c....
Over $17,600 but not over $22,900 .............

o
$2é§19 us 28% of the excess over
33.1 wslusss%ofthoemuover

Over $22,900 but not over $30,000............. us 38% of the excess over
Over $30,000 but not over $42800 ............  $7, lus 42% of the excess over
Over $42,800 but not over $54,700 .......... $ plus 45% of the excess over
Over $54,700 but not over $81,200..........  $18315, plus 49% of the excess over
Over $81,200 $3 50% of the excess over

“(e)EsmmmTwm-»Theremhereby:m on the taxable
income of every estate and trust taxable under atax
determined in mththefollowmgtabla

“(1) FOR TAXABLE YEARS BEGINNING IN 1982.—

“If income is: The tax is:
Not over $1,050 12% of taxable income.
Over $1,050 but not over $2,100 ......ccceuusaas slzii: 'ua 14% of the excess over
Over $2,100 but not over $4,250 .....c.covceuses Sg:l l.ua 16% of the excess over
Over $4,250 but not over $6,300 ............cr $617, plus 19% of the excess over
Over $6,300 but not over $8,400 .....c...... $1,006, plus 22% of the excess over
Over $8,400 but not over $10,600................ %ﬂm 25% of the excess over
Over $10,600 but not over $13,250.............. (1) 8'5081“ 29% of the excess over
Over $13,250 but not over $15,900.............. &tﬁléﬂglm 38% of the excess over
Over $15,900 but not over $21,200 .......cc.s.. us 39% of the excess over
Over $21,200 but not over $28,300 ............. lus 44% of the excess over
Over $28,300 but not over $41,100 ............. us 49% of the excess over
Over $41,100 us 50% of the excess over

95 STAT. 181
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“(2) FOR TAXABLE YEARS BEGINNING IN 1983.—

“If taxable income is: The tax is:

&rﬁifoﬁé-%ﬁ 10t OVer §2,100 ..oororrrrre éi'i‘s,ig*i"::“’i%éé‘ of the

Over $2,100 but not over $4,250.... sz%é‘l[: oﬁfus 15% of the

Over $4,250 but not over $6,300 .......c.c....... 35‘;2:2 5811:5 17% of the

Over $6,300 but not over $8,400................. $9§g: 3uslus 19% of the

Over $8,400 but not over $10,600 ......cc.c0... $1$%2},00plns 23% of the
Over $10,600 but not over $13,250 ........c.... 31381208‘, }us 26% of the
Over $13,250 but not over $15,900 .... $2§51137‘,258‘1us 309% of the
Over $15,900 but not over $21,200 ............. $3,s?i152'§051us 356% of the
Over $21,200 but not over $28,300 ............. $5,$1261'z, -lus 40% of the
Over $28,300 but not over $41,100 ............. $8,$02%‘7, lus 449 of the
Over $41,100 but not over $53,000 .............  $13, 639 plus 48% of the
Over $53,000

$19, 351 plus 50% of the
$53,000.

“(8) FOR TAXABLE YEARS BEGINNING AFTER 1983.—

“If taxable income is:
Not over $1,050

Over $1,050 but not over $2,100 ...........c0...
Over $2,100 but not over $4,250 ..........cc0.u.

Over $4,250 but not over $6,300.....

Over $6,300 but not over $8,400 ........c.c.....

Over $8,400 but not over $10,600 ..

.............

QOver $10,600 but not over $13,250 .............
Over $13,250 but not over $15,900 .............

Over $15,900 but not over $21,200 ....

Over $21,200 but not over $28,300 .............
Over $28,300 but not over $41,100 .............

Over $41,100 but not over $53,000

Over $53,000 but not over $79,500.............

Over $79,500

(1) In

The tax is:

11% of taxable income.

115, pl
ok
$2'1o%us
$542, plus

70, pl

piiam
oop"s
$1,732,

10,
32.395 2551118
83,137.
84?8856%81113
57584

28

12% of the
14% of the
16% of the
18% of the
22% of the
us 25% of the
28% of the
33% of the
38% of the
us 42% of the

51?2.96%, plus 45% of the
$18,315, plus 49% of the
$31, Sﬂgmplus 50% of the
(b Cmn' To RerLecT EQuivaLENT 1981 RaTE REDUCTION.—

individual income taxes) is amended to read as follows:
“SEC. 6428. 1981 RATE REDUCTION TAX CREDIT.
“(a) ALLowANCE oF CrEpIT.—There shall be allowed as a credit

t the tax im
the tax
1981, an amuunt equ

by section 1, or against a tax imposed i
by section 1, for any taxable year beginning in
to the product of—
“(1) 1.25 percent, multiplied by

excess

excess

excess

excess

excess

excess

Eexcess

excess

excess

excess

excess

excess

excess

excess

excess

excess

excess

excess

excess

excess

excess

over

over

over

over

over

over

over

over

over

over

over

over

over

over

aver

over

over

over

over

over

over

over

over

GENERAL.—Section 6428 (relating to refund of 1974

in lieu

“(2) the amount of tax 1mposed by section 1 (or in lieu thereof)

for such taxable year.

“(b) SPECIAL RULES FOR APPLICATION OF THIS SECTION.—
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“(1) APPLICATION WITH OTHER CREDITS.—In determining any
credit allowed under subpart A of part IV of subchapter A of
chapter 1 (other than under sections 31, 39, and 43), the tax
w by chapter 1 shall (before any other reductions) be

uced by the credit allowed under subsection (a).

“/(2) CREDIT TREATED AS SUBPART A CREDIT.—For purposes of this
title, the credit allowed under subsection (a) be treated as a
credit allowed under subpart A of part IV of subchapter A of
chapter 1.

“(c) TaBLES To REFLECT CREDIT.—

“(1) Secrion 8 TaBLES.—The tables prescribed by the Secretary
Eu;der section 3 shall reflect the credit allowed under subsection
al.

“(2) OTHER TABLES.—In order to reflect the amount of the credit
under subsection (a) for different levels of tax or taxable income,
the Secretary may—

“(A) modify the tables under section 1, or
“(Bj; prescribe such other tables as he determines neces-

(2) CONFORMING AMENDMENTS.—

(A) The table of sections for subcha]i;er B of chapter 65 is
amended by striking out the item relating to section 6428
and inserting in lieu thereof the following new item:

“Sec. 6428. 1981 rate reduction tax credit.”

(B) Paragraph (1) of section 3(a) (relating to imposition of 26 USC 3.
tax table tax) is amended by inserting “and which shall be in
such form as he determines appropriate” after “Secretary”.

(C) Subsection (a) of section 3 (relating to tax tables for
individuals) is amended by adding at the end thereof the
following new paragraph:

“(5) SECTION MAY BE APPLIED ON THE BASIS OF TAXABLE

INcoME.—The Secretary may provide that this section shall be

applied for any taxable year on the basis of taxable income in lieu

of tax table income.”

(c) RepEAL OF MAXmMUM TAX oN PERSONAL SERVICE INCOME.—

(1) In GeNERAL.—Part VI of subchapter Q of chapter 1 (relating Repeal.

to maximum rate on personal service income) is repealed. 26 USC 1348.
(2) CONFORMING AMENDMENTS. —

(A) Paragraph (1) of section 3(b) (relating to tax tables for
individuals) is amended to read as follows:

“(1) an individual to whom section 1301 (relating to income
averaging) applies for the taxable year,”.

(B) Subsection (b) of section 1304 (relating to special rules 26 USC 1304,
for income averaging) is amended—

(i) by inserting “and” at the end of paragraph (1),

(ii) by striking out *, and” at the end of paragraph (2)
and inserting in lieu thereof a period, and

(iii) by striking out paragraph (3).

(C) The table of parts for subchapter Q of chapter 1 is

amended by striking out the item relating to part VL
(d) CONFORMING AMENDMENTS.—
(1) ALTERNATIVE MINIMUM TAX.—Paragraph (1) of section 55(a) 26 USC 5.
(relaﬁ.nito alternative minimum tax) is amended—

(A) by striking out all that follows “$60,000” in subpara-
graph (B) and inserting in lieu thereof “, exceeds”, and

(B) by striking out subparagraph (C).

B9-194 O—82—14:QL3
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26 USC 541.

26 USC 21.
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(2) PERSONAL HOLDING COMPANY TAX.—Section 541 (relatinq to
personal holding company tax) is amended by striking out “70
percent” and inserting in lieu thereof “50 percent”.

(3) AMENDMENT TO SECTION 21.—Section 21 (relating to effect of
changes in rates during taxable gear) is amended by striking out
?uubsect:. ions (d), (e), and (f) and inserting in lieu thereof the

ollowing:
“(d) SectioN Nor To AppLy T0 SEcTION 1 RATE CHANGES MADE BY

Economic REcovery Tax Act oF 1981.—This section shall not appl:
to any change in rates under section 1 attributable to the amend-
ments made by section 101 of the Economic Recovery Tax Act of
1981 or subsection (f) of section 1 (relating to adjustments in tax
tables so that inflation will not result in tax increases).”

(e) WiTHHOLDING TABLES.—

(1) DETERMINATION OF WITHHOLDING.—Section 3402(a) (relating
to requirement of withholding income tax at source) is amende
to read as follows:

“(a) REQUIREMENT OF WITHHOLDING.—

“1)In GEI!NERAL—E_XCQP'I; as othin;qf"se provid%laiT % a:tctio%
every employer making paymen wages s uct an
witll';{mld upon such wages aytl:x determined in accordance with
tables or computational procedures prescribed by the Secretary.
Ahlgl(l tables or procedures prescri under this paragrap
s —

“(A) apply with respect to the amount of wages paid
during such periods as the Secretary may prescangge, and
“(B) be in such form, and tgrovide for such amounts to be
deducted and withheld, as the Secretary determines to be
most appropriate to carry out the purposes of this chapter
and :}33 reflect the provisions of chapter 1 applicable to such

periods.

“(2) AMouNT OF WAGES.—For purposes of applying tables or
procedures prescribed under paragraph (1), the term ‘the amount
of wages’ means the amount by which the w: exceed the
number of withholding exemptions claimed multiplied by the
amount of one such exemption. The amount of each withholding
exemption shall be equal to the amount of one personal exemp-
tion provided in section 151(b), prorated to the payroll period.
The maximum number of with]iolding exemptions permitted
shall be calculated in accordance with regulations prescribed by
the Secre under this section, taking into account any reduc-
tion in withholding to which an employee is entitled under this
section.

“(3) CHANGES MADE BY SECTION 101 OF THE ECONOMIC RECOVERY
TAX ACT OF 1981.—Notwithstanding the provisions of this subsec-
tion, the Secretary shall modify the tables and procedures under
paragraph (1) to reflect—

“(A) the amendments made by section 101(b) of the Eco-
nomic Recovery Tax Act of 1981, and such modification shall
take effect on ber 1, 1981, as if such amendments made a
5-percent reduction effective on such date, and

“(B) the amendments made by section 101(a) of such Act,
and such modifications shall take effect—

“(i) on July 1, 1982, as if the reductions in the rate of
tax under section 1 (as amended by such section) were
g;ttléihutgble to a 10-percent reduction effective on such

, an



PUBLIC LAW 97-34—AUG. 13, 1981 95 STAT. 185

‘(i) on July 1, 1983, as if such reductions were
ggtributable to a 10-percent reduction effective on such
te.”
(2) WAGES PAID FOR PERIOD LESS THAN 1 WEEK.—Section 3402(b) 26 USC 3402.
(relating to the percentage method of withholding) is amended—
(A) by striking out paragraph (1), and redesignating para-
graphs (2) through (5) as paragraphs (1) through (4), respec-
tively; and
(B) by striking out paragraph (3), as redesignated by
subparagraph (A), and inserting in lieu thereof the follow-

ing:
“(3) In any case in which the period, or the time described in
agraph (2), in respect of any wages is less than one week, the
ecretary, under regulations prescribed by him, may authorize
an employer to comﬁut.e the tax to be deducted and withheld as if
the aggregate of the wages paid to the employee during the
calendar week were paid for a weekly payroll period.”

(3) ZERO BRACKET AMOUNT.—Paragraph (1(G) of section 3402(f)
(relating to withholding exemptions) is amended bge‘i:nsertinﬁ
“{or more than one exemption if so prescribed by the Secretary)
after “one exemption”.

(4) CHANGES IN WITHHOLDING.—Section 3402(i) (relating to
additional withholding) is amended to read as follows:

(i) CHANGES IN WITHHOLDING.—

“(1) In geNERAL.—The Secretary may by regulations provide
for increases or decreases in the amount of withholding other-
wise required under this section in cases where the employee
requests such changes.

“(2) TREATMENT AS TAX.—Any increased withholding under
ggragraph (1) shall for all purposes be considered tax required to

deducted and withheld under this chapter.”

(5) WITHHOLDING ALLOWANCES.—Subsection (m) of section 3402
(relating to withholding allowances based on itemized deduc-
tions) is amended to read as follows:

“(m) WrtHHOLDING ALLowANCES.—Under regulations prescribed
by the Secretary, an employee shall be entitled to additional with-
holding allowances or additional reductions in withholding under
this subsection. In determining the number of additional withholding
allowances or the amount of additional reductions in withholding
under this subsection, the employee may take into account (to the
extent and in the manner provided by such regulations)—

“(1) estimated itemized deductions allowable under chapter 1
(other than the deductions referred to in section 151 and other
than the deductions required to be taken into account in deter-
mining adjusted gross income under section 62) (other than
paragraph (13) thereof),

“(2) estimated tax credits allowable under chapter 1, and

“(3) such additional deductions and other items as may be
specified by the Secretary in regulations.”

(f) EFFECcTIVE DATES. —

(1) IN GeNERAL.—The amendments made by subsections (a), (¢c), 26 USC 1 note.
slagéil(d) shall apply to taxable years beginning after December 31,

(2) WiTHHOLDING AMENDMENTS.—The amendments made by 26 USC 3402
subsection (e) shall apply to remuneration paid after September Ot
30, 1981; except that the amendment made by subsection (e)(5)
shall apply to remuneration paid after December 31, 1981.
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SEC. 102. 20-PERCENT MAXIMUM RATE ON NET CAPITAL GAIN FOR POR-
TION OF 1981.

(a) IN GENERAL.—IF for any taxable gyear ending after June 9, 1981,
and beginning before January 1, 1982, a taxpayer other than a
corporation has qualified net capital gain, then the tax imposed
under section 1 of the Internal Revenue Code of 1954 for such taxable
year shall be equal to the lesser of—
(1) the tax imposed under such section determined without
regard to this subsection, or
(2) the sum of—
(A) the tax imposed under such section on the excess of—

(i) the taxable income of the taxpayer, over

(ii) 40 percent of the qualified net capital gain of the
taxpayer, and

(B) 20 percent of the qualified net capital gain.
(b) AppLIcATION WITH ALTERNATIVE MINTMUM TAX.—
(1) In gENERAL.—If subsection (a) aggliea to any taxpayer for
any taxable year, then the amount determined under section
a)1) of the Internal Revenue Code of 1954 for such taxable
year shall be equal to the lesser of—
(A) the amount determined under such section 556(a)(1)
determined without regard to this subsection, or
(B) the sum of—

(i) the amount which would be determined under such
section 55(a)1) if the alternative minimum taxable
income was the excess of—

(I) the alternative minimum taxable income
(within the meaning of section 55(b)1) of such Code)
of the taxpayer, over

(ID) the qualified net capital gain of the taxpayer,

and
(ii) 20 percent of the qualified net capital gain.

(2) No crepirs ALLOWABLE.—For purposes of section 55(c) of
such Code, no credit allowable under sub A of part IV of
subchapter A of chapter 1 of such Code (other than section 33(a)
of such Code) shall be allowable against the amount described in
paragraph (1)(B)(ii).

(c) QUALIFIED NET CAPITAL GAIN.—
(1) In GeNERAL.—For purposes of this section, the term “quali-
fied net ca;ﬁtal gain” means the lesser of—
(A) the net capitaéfain for the taxable year, or
(B) tltxe r?let capi lgain fri(‘?r t;l;\l! taxable Iimasu' taking into
account only gain or loss from sales or exchanges occurring
after June 9, lgggl.

(2) NeT cariTAL GAIN.—For purposes of this subsection, the
term “net capital gain” has the meaning given such term by
section 1222(11) of the Internal Revenue Code of 1954.

(d) SpeciAL RULE FOR PAss-THRU ENTITIES.—

(1) In geNERAL.—In applying subsections (a), (b), and (c) with
respect to any pass-thru entity, the determination of when a sale
or exchange has occurred be made at the entity level.

(2) PAss-THRU ENTITY DEFINED.—For purposes of paragraph (1),
the term “pass-thru entity” means—

(A) a regulated investment company,

(B) a real estate investment trust,

(C) an electimmall business corporation,
(D) a partnership,

(E) an estate or trust, and
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(F) a common trust fund.
SEC. 103. DEDUCTION FOR TWO-EARNER MARRIED COUPLES.

(a) INn GENERAL.—Part VII of subchapter B of chapter 1 (relating to
additional itemized deductions for individuals) is amended by redesig-
nating section 221 as section 222 and by inserting after section 220 the
following new section:

“SEC. 221. DEDUCTION FOR TWO-EARNER MARRIED COUPLES.

“(a) DEDUCTION ALLOWED.—

“(1) In cENERAL.—In the case of a joint return under section
6013 for the taxable year, there shall be allowed as a deduction
an amount equal to 10 percent of the lesser of—

“(A) $30,000, or
“(B) the qualified earned income of the spouse with the
lower quah;' ied earned income for such taxable year.

‘(2) SPECIAL RULE FOR 1982.—In the case of a taxable year
beginning during 1982, paragraph (1) shall be applied by substi-
tuting ‘5 percent’ for ‘10 percent’.

“(b) QUAL:FIED EArRNED INcoME DEFINED.—

“(1) IN cENERAL.—For purposes of this section, the term
‘(}ualiﬁed earned income’ means an amount equal to the excess
o —_—

“(A) the earned income of the spouse for the taxable year,
over
“(B) an amount equal to the sum of the deductions
described in paragraphs (1), (2), (7), (9), (10), and (15) of section
62 to the extent such deductions are properly allocable to or
c eable against earned income described in subpara-
graph (A).
The amount of qualified earned income shall be determined
without regard to any community property laws.

“(2) EARNED INcoME.—For purposes of paragraph (1), the term
‘earned income’ means income which is earned income within
the meaning of section 911(d)2) or 401(c)2XC), except that—

“(A) such term shall not include any amount—
“(i) not includible in gross income,
“(ii) received as a pension or annuity,
“(iii) paid or distributed out of an individual retire-
ment plan (within the meaning of section 7701(a)(37)),
“(iv) received as deferred compensation, or
“(v) received for services performed by an individual
in the employ of his spouse (within the meaning of
section 3121(&3)(!\}), am:f'O
“(B) section 911(dX2)B) shall be applied without regard to
the phrase ‘not in excess of 30 percent of his share of net
profits of such trade or business’.

“(c) DEpuCTION DISALLOWED FOR INDIVIDUAL CLAIMING BENEFITS OF
SectioN 911 or 931.—No deduction shall be allowed under this
section for any taxable year if either spouse claims the benefits of
section 911 or 931 for such taxable year.”.

(b) DEDUCTION ALLOWED IN CoMPUTING ADJUSTED GROSS INCOME.—
Section 62 (defining adjusted gross income), as amended by section
112(bX2) of this Act, is amended by inserting after paragraph (15) the
following new paragraph:

“(16) DEDUCTION FOR TWO-EARNER MARRIED COUPLES.—The de-
duction allowed by section 221.”

(c) OrHER CONFORMING AMENDMENTS, —

95 STAT. 187

Post, p. 201.

26 USC 221.

Post, p. 190.

26 USC 62.
Post, p. 194.
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(1) Subsection (a) of section 85 (relatmg to unemployment

compensation) is amended by out “and without

;elgctctit)n 105(d)” and inserting in reof “, section 105(d), and
(2) Subsection (d)3) of secnon 105 to amounts received

under accldent and health plans) is amended by inserting “and

section 221" after * subaectmn” the first plaoe it appears.
(3) The table of sections for such part VII is amended by
etnkm? out the item relating to section 221 and inserting in lieu
the following new items:
Sec. 221. Deduction for two-earner married couples.
“Sec. 222. Cross references.”
(d) ErFecTIvE DATES.—The amendments made by this section shall
apply to taxable years beginning after December 31, 1981.

SEC. 104. ADJUSTMENT TO PREVENT INFLATION-CAUSED TAX INCREASE.

(a) ApJusTMENTS TO INDIVIDUAL INCOME TAX BRACKETS.—Section 1
(relating to tax imposed) is amended by adding at the end thereof the
following new subsection:

“) ApsusTMENTS IN TAX TABLES 50 THAT INFLATION WiLL Nor
Resurt v Tax In

CREASES.—

“(1) In GeNERAL.—Not later than December 15 of 1984 and
each uent calendar year, the Secreta.r{ shall prescribe
tables which shall apply in lieu of the tables contained in

ph (3) of aubsectxons (a), (b), (c), (d),cglnd (3;1- with respect to

in the su endar year.

“2) l\mgn OF PRESCRIBING TABLES.—The table which under
paragraph (l)mtoaplymheuofthetahleoontamedm
B:mgmp 3) of subsectlon (@), (), (c), (d), or (e), as the case may
taxable years beginning in any calendar year

“&) b S
(Z) the maximum dollar amount on which no tax is
‘posed under such table, an
the minimum and maximum dollar amounts for

each rate bracket for which a tax is imposed unde:

table,

by the cost-of-living adjustment for such calendar year
’ (B)bynotcall:‘gngmghe phcable any rate

racket as adjusted under subparagrap ii), and
“(C)hyad;ustmgthaamoun settmgfmththetaxtothe
b mnm to reflect the adjustments in the rate

rac

increase determined under subparagraph (A) is nct a
mu?ﬁypleofslo such increase shall be ro to the nearest
multiple of $10 (or if such mcrease is a multiple of $5, such
increase shall be increased to the next highest multlple of $10)

“(8) COST-OF-LIVING ADJUSTMENT.—For p
(2), the cost-of-living adlustment for any mr tﬁe
m’ﬁ?m&r the preeedmg calendar year, exceeds
“(B)theCPIforthecalendaryear

“(4) CPI FOR ANY CALENDAR YEAR.—For urposesofparagra h
(3), theCPIfuraﬁ(calendar mtheaveragaoftheConsum%
Price Index the close of the 12-month period ending on
Segtambersﬁofauchcalendar

(5) Consum PRICE mn—For of paragraph (4),
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Index for all-urban consumers published by the Department of

(b) DEFINTTION OF ZERO BRACKET AMOUNT.—Subsection (d) of sec-
tion 63 (defining zero bracket amount) is amended to read as follows: 26 USC 63.
“(d) Zero BrRAaCKET AMOUNT.—For purposes of this subtitle, the
term ‘zero bracket amount’ means—
“(1) in the case of an mdwtdual to whom subsectlon (a), (b), (),
or (d) of section 1 applies, the maximum of taxable
income on whwhnotaxmlmpmedbytheapphcablesuhsectlon
of section 1, or

“(2) zero in any other case.”
(c) PERSONAL EXEMPTIONS.—
(1} GENERALfor am.::ml —Secuonpug% (re to allowance o{ 26 USC 151.
exem is by ou
"$1000” mrtappeaman mserl:mgmheut.he

exemption amol

2) N AMOUNT.—Section 151 nsamsnded by adding at

the end thereof the following new subsection
“f) ExempTION AMOUNT.—For purposes of this section, the term
‘exemption amount’ means, with respect to any taxable vear, $1,000
creasedbyanamountequaltoSlﬂOOmulhhadhy cost-of-
living adjustment (as defined in section 1(fX8)) for the calendar year
in which the taxable year begins. If the amount determined under the
preceding sentence is not a multiple of $10, such amount shall be
mundedtotheneamstmult: le of $10 (or if such amount is a multiple
of$5, such amount shall be increased to the next highest multiple of

(d)RmnNanumnm'rs—
(1) AMENDMENTS TO SECTION 6012.— 26 USC 6012,
(A) Clause (i) of section GOIZ(aXI)(A)mamendedbysthnm
out “$3,300” and inserting in lieu thereof “the sum of the
gem n amoun'::ag!us the zero bracket amount applicable
su

an individs

(B) Clause (ii) of section 6012(a)(1XA) is amended by strik-
ing out “$4,400” and inserting in lieu thereof “the sum of the
ggem ion amoun mﬁlus the zero bracket amount applicable

su

© Clause (m) of section 6012(&)(1)(A) is amended by
striking out “$5,400” and inserting in lieu thereof “the sum
of twice the exemption amount plus the zero bracket amount
ap hca.ble toa oxai); ﬁmm 60120 by
uut 5?1? . place it apeears - mmsertmg in lleu

thereof "‘the ernm
of section 6012(&) is amended by adding
at the end the following new subparagraph.
“(D) For purposes of this paragra
) term ‘zero bracket amount' has the meaning ‘Zero bracket
given tosuch termbysechonsﬂ(d] amount.”
"(u) The term ‘exemption amount’ has the meaning “Exemption
given to such term by section 151(f).” amount.”
(2) AMENDMENTS TO SECTION 60138.—Subparagraph (A) of sec- 26 USC 6013.
mnﬁo(f')(bl)a(sm dedt_ $L000" each place it appears and
y s ou 1 ’ an
exemption amount”,

(BJ out “ ” each place it appears and
4 %?2. emmpnml:amount” &
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“Exemption
amount.”

26 USC 1 note.

26 USC 911.

PUBLIC LAW 97-34—AUG. 13, 1981

© b‘y adding at the end thereof the following new sen-

For of this subparagraph, the term ‘exemp-

?gﬁ amount’ has the meaning given to such term by section

(e) ErrecTivE DATE—The amendments made by this section shall
apply to taxable years beginning after December 31, 1984.

Subtitle B—Income Earned Abroad

SEC. 111. PARTIAL EXCLUSION FOR EARNED INCOME FROM SOURCES
WITHOUT THE UNITED STATES AND FOREIGN HOUSING
COSTS.

(a) IN GENERAL.—Section 911 (relating to income earned by individ-
uals in certain camps) is amended to read as follows:

“S8EC. 911. CITIZENS OR RESIDENTS OF THE UNITED STATES LIVING
ABROAD.

“la) Excrusion From Gross IncoMe.—At the election of a qualified
individual (made ately with respect to paragraphs (1) and (2)),
there shall be excluded from the gross income of such individual, and
exempt from taxation under this subtitle, for any taxable year—

“(1) the foreign earned income of such individual, and
“(2) the housing cost amount of such individual.

“(b) ForeiGN EARNED INCOME.—
“(1) DeFNtTION.—For purposes of this section—

“(A) IN GENERAL.—The term ‘foreign earned income’ with
respect to any individual means the amount received by such
individual from sources within a foreign country or coun-
tries which constitute earned income attributable to services

rformed by such individual during the described in
E&b : ph (A) or (B) of subsection (ﬁﬁl), whichever is
app cable.

(B) CERTAIN AMOUNTS NOT INCLUDED IN FOREIGN EARNED
iNcoME.—The foreign earned income for an individual shall
not include amounts—

‘(i) received as a ion or annuity,
“(ii) paid by the United States or an agency thereof to
an employee of the United States or an agency thereof,
“(iii) included in gross income ? reason of section
402(b) (relating to taxability of bene; of nonexempt
trust) or section 403(c) (relating to taxability of benefici-
ary under a nonqualified annuity), or
(iv) received after the close of the taxable year
following the taxable year in which the services to
i e amounts are attributable are performed.
“(2) LIMITATION ON FOREIGN EARNED INCOME.—

“(A) In ceENERAL.—The foreign earned income of an indi-
vidual which be excluded under subsection (a)(1) for any
taxable year not exceed the amount of foreign earned
income computed on a daily basis at the annual rate set forth
in the following table for each day of the taxable year within

the applicable iod described in subparagraph (A) or (B) of

subsel::’ﬁon dx1): b ;

e S Ile- The al rate is:
gean beginning in: annu el

1983 80,000
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“In the case of taxable

: 98y“eu.m beginning in: The annual sgls‘tgola.
1985 90,000
1986 and thereafter 95,000.
“(B) Aﬂan UTION TO mof IN m sg:vxcms An}r: P(EA%
FORMED.—I'Or p a supparagrap! s
amounts received be consi received in the taxable
year in which the services to which the amounts are attribut-
able are performed.

“(C) TREATMENT OF COMMUNITY INCOME.— vggplying sub-
paragraph (A) with respect to amounts received from serv-
msper%ormedhyahusbandormfewhmharecommumtﬂ
income under community property laws applicable to suc
income, the aggregate amount which may be excludable
&omtf;e%ar?(sﬁgrmmeofanlghhusbandandgg‘eundei
subsection any taxable year shall equal the amoun
which would be so excludable if such amounts did not
constitute community income.

‘) Housing CosT AMOUNT.—For es of this section—
(1) In GENERAL—The term ing cost amount’ means an
amount equal to the excess of—
“(A) the housing expenses of an individual for the taxable
year, over

“(B) an amount equal to the product of—
‘(i) 16 percent of the (comput%do on a daily basis)

of an employee of the U who is compensated
atarateﬁualtotheannunlratepaidforsbeplofgrade
GS-14, multiplied by

th“(ii) tﬁe %ulgaber_ :'{‘ days of such taxable yearhv&t)hin
e cal riod described in subparagra or
(B) of subsection (dX1). p
“@ I;I&JUBIINNG g e , i
GENERAL.—The term ‘ho! expenses’ means
reasonable expenses paid or incuu?rﬁ during the taxable
year“!glyoronbehalfofan individual for housing for the
individual (and, if they reside with him, for his spouse and
A o s Lttt b tha hous
includes expenses u ous;
(such as utilities and insurance), but e
“(ii) does not include interest and taxes of the kind
deductible under section 163 or 164 or any amount 26 USC 163, 164.
allowable as a deduction under section 216(a).
Housing expenses shall not be treated as reasonable to the
extent s&? expenses are lavish or extravagant under the
ces.
“(B) SECOND FOREIGN HOUSEHOLD.—
ouly Hotsitg 41aam Toburvel Db BoAE I ok
using ex inc res
abode which bears the closest relatinnahigeg the tax
homeofthﬂ;xdividualahallbehakenintoamuntunder
P ARATE HOUSEHOLD FOR SPOUSE AND DEPEND-
ENTS—If an individual maintains a separate abode
outside the United States for his spouse and dependents
and they do not reside with him because of living
conditions which are dangerous, unhealthful, or other-
wise adverse, then—
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“(I) the words ‘if they reside with him’ in subpara-
graalll)(AJ shall be disregarded, and
“(II) the housing expenses incurred with respect
to such abode shall be taken into account under
paragraph (1).
“(8) SPECIAL RULES WHERE HOUSING EXPENSES NOT PROVIDED BY
EMPLOYER.—

“A) IN GeNERAL.—To the extent the housing cost amount
of any individual for any taxable year is not attributable to
employer provided amounts, such amount shall be treated as
a deduction allowable in computing adjusted income to
the extent of the limitation of subparagraph (g}.

“(B) LimitaTioON.—For purposes of subpart}‘graph (A), the
limitation of this subparagraph is the excess of —

“(i) the foreign earned income of the individual for the
taxable year, over

‘(ii) the amount of such income excluded from gross
income under subsection (a)1) for the taxable year.

“(C) 1-YEAR CARRYOVER OF HOUSING AMOUNTS NOT ALLOWED
BY REASON OF SUBPARAGRAPH (B).—

“(i) IN GENERAL.—The amount not allowable as a
deduction for any taxable year under subparagraph (A)
by reason of the limitation of subparagraph (B) shall be
treated as a deduction allowable in computing adjusted
gross income for the succeeding taxable year (and only
for the succeeding taxable year) to the extent of the
limitation of clause (ii) for such succeeding taxable year.

“(ii) LimrraTioN.—For purposes of clause (i), the limi-
tation of this clause for any taxable year is the excess

of—
“(I) the limitation of subparagraph (B) for such
taxable year, over
“(II) amounts treated as a deduction under sub-
paragraph (A) for such taxable year.

“(D) EMPLOYER PROVIDED AMOUNTS.—For purposes of this
paragraph, the term ‘employer provided amounts’ means
any amount paid or in on behalf of the individual by
the individual’s emdgloyer which is foreign earned income
included in the individual’s gross income for the taxable
year (without regard to this section).

“(E) FOREIGN EARNED INCOME.—For purposes of this para-
graph, an individual’s foreign earned income for any taxable
year shall be determined without regard to the limitation of
subparagraph (A) of subsection (b)(2).

“(d) DeFiNITIONS AND SPECIAL RULES.—For purposes of this sec-

tion—

“(1) QuariFiEp INDIVIDUAL.—The term ‘qualified individual’
mhoemm. an individual whose tax home is in a foreign country and
who is—

“(A) a citizen of the United States and establishes to the
satisfaction of the Secretary that he has been a bona fide
resident of a foreign country or countries for an uninter-
rupted period which includes an entire taxable year, or

“B) a citizen or resident of the United States and who,
during any period of 12 consecutive months, is present in a
foreign country or countries during at least 330 full days in
such period.

“(2) EARNED INCOME.—
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“(A) In GENERAL—The term ‘earned income’ means
wages, salaries, or professional fees, and other amounts
received as compensation for personal services actually
rendered, but does not include that part of the compensation
derived by the taxpayer for personal services rendered by
him to a corporation which represents a distribution of
earnings or profits rather than a reasonable allowance as
compensation for the personal services actually rendered.

“(ﬁ? TAXPAYER ENGAGED IN TRADE OR BUSINESS.—In the
case of a taxpayer engaged in a trade or business in which
both personal services and capital are material income-
producing factors, under regulations prescribed by the Sec-
retary, a reasonable allowance as compensation for the
personal services rendered by the taxpayer, not in excess of
30 percent of his share of the net profits of such trade or
business, shall be considered as earned income.

“(3) Tax HoME.—The term ‘tax home’ means, with respect to
any individual, such individual's home for purposes of section
162(a)(2) (relating to traveling expenses while away from home).
An individual 1 not be treated as having a tax home in a
foreign country for any period for which his abode is within the
United States.

“(4) WAIVER OF PERIOD OF STAY IN FOREIGN COUNTRY.—Notwith-
standing paragraph (1), an individual who—

“(A) is a bona fide resident of, or is present in, a foreign
country for any period,

“(B)qi'eaves such foreign country after August 31, 1978—

“(i) during any period during which the Secretary
determines, after consultation with the Secretary of
State or his delegate, that individuals were required to
leave such foreign country because of war, civil unrest,
or similar adverse conditions in such foreign count
which luded the normal conduct of business by suc
'mdiviciua]s. and

“(ii) before meeting the requirements of such para-

ph (1), and

“(C) establishes to the satisfaction of the Secretary that
such individual could reasonably have been expected to have
met such requirements but for the conditions referred to in
clause (i) of subparagraph (B),

shall be treated as a- qualified individual with respect to the
fgeriod described in subparagraph (A) during which he was a bona
ide resident of, or was present in, the foreign country, and in
ap‘glyin subsections (bX2)(A) and (c)(1)B)(ii) with respect to such
in wd;xal, only the days within such period shall be taken into
account.

““(5) TEST OF BONA FIDE RESIDENCE.—If—

“(A) an individual who has earned income from sources
within a foreign country submits a statement to the authori-
ties of that country that he is not a resident of that country,
an

d
“(B) such individual is held not subject as a resident of that
country to the income tax of that country by its authorities
with respect to such earnings,
then such individual shall not be considered a bona fide resident
of that country for purposes of paragralgh (1)A).
“6) DENIAL OF DOUBLE BENEFITS.—No deduction or exclusion
from gross income under this subtitle or credit against the tax

95 STAT. 193

26 USC 162.
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26 USC 43.

26 USC 1302,
1304, 1402, 6012,
6091,

26 USC 37, 63,
105, 410, 879,
1303, 1304.

Ante, p. 190.
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imposed EF this chapter (including any credit or deduction for the

amount of taxes pa:d or accrued to a foreign country or posses-

sion of the United States) shall be allowed to the extent such

deduction, exclusion, or credit is properly allocable to or charge-

;lble ?g)amst amounts excluded from gross income under subsec-
ion (a

“(7 REGULATIONB —The Secretary shall prescribe such regula-

tlons as m%m or appropriate to carry out the
sectlon, including re tions providing rules
"(A) for cases where a husband and wife each have earned
income from sources outside the United States, and
“(B) for married individuals filing separate returns.
“(e) ELECTION.—

“(1) In cENERAL.—An election under subsection (a) shall apg
to the taxable year for which made and to all subsequent taxable
years unless revoked under paragraph (2).

“(2) REVOCATION.—A taxpayer may revoke an election mada
under paragraph (1) for any taxable year after the taxable
for which such election was made. Except with the consent o he

Secretary, any taxpayer who makes such a revocation for any
taxable year may not make another election under this section
for any subsequent taxable year before the 6th taxable year after
the taxable year for which such revocation was made.

“(f) Cross REFERENCES,—

“For admlnlstmﬂve and penal provisions relating to the exclusions pro-
vided for in this section, see sections 6001, 6011, 6012(c), and the other
provisions of subtitle F.”

(b) CONFORMING AMENDMENTS.—

(1) The table of sections for subpart B of part III of subchapter
N of chapter 1 is amended by stri out the item relatmg to
section 911 and inserting in lieu thereof the following:

“Sec. 911. Citizens or residents of the United States living abroad.”

(2) Section 48(cX1XC)i) is amended by striking out “relating to
income eamed by individuals in certain camps outside the
United States” and inserting in lieu thereof “nelatmg to citizens
or residents of the United States living abroad”.

3) Sechona 1302(b)X2)XA)G), 1304(b)(1), 1402(2X8), 6012(0). and
6091(b)1)(B)iii) are each amended by striking out “relating to
income earned by employees in certain camps” and inserting in
llieu thegeof “relatmg to citizens or residents of the United States

vmga road”.

) Sections 87(eX9)B), 63(e)2), 105(X3)BXv), 410(bX3XC),
8’:‘9(3)(1), 1303(c)2), and 1§04(c)( ) are each amended by striking
out “section 911(b)” each place it appears and inserting in lieu

thereof “section 911(d)2)"”.

(5} Paragraph (11) of section 1402(a) is amended to read as

“(11) the case of an individual described in section
91 I(d)(l)(B). the exclusion from gross income provuled by section
911(a)(1) shall not apply; and”.
SEC. 112. REPEAL OF DEDUCTION FOR CERTAIN EXPENSES OF LIVING
ABROAD.

(@) INn GenEraL.—Section 913 (relating to deduction for certain
ex&enses of living abroad) is hereby repealed.
CONFORMING AMENDMENTS.—
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(1) The table of sections for subpart B of part III of subchapter
Nofchga 1 is amended by striking out the item relating to
section
(2) Sectmn 62 (relating to definition of adjusted gross income) is 26 USC 62.
Ef stnh% out paragraph (14) and redesignating para-
(15) and (1 paragraphs (14) and (15], respectlvely
3}; Subparagraph (C) of section 43(cX1) (relating to earned 26 USC 43.
mcom?Al)sl:?men t 018, th tion thi
yatnkmguu “918,” in ecap n thereof,
B) by striking out clause (ii), and
(C) by redesignating clause (iii) as clause (ii).
(4) Subsectlon (k) of section 1034 (relating to rollover of ga.m on 26 USC 1034.
sale residence) is amended by striking out “secti
91 )(liﬁ)” and inserting in lieu thereof ‘“section 911(d)(3)"
(5) Section 3401 (relating to the deﬁmtmn of wages) is amended 26 USC 3401.

out h (18) an hs (19)
R Lt e e
(6) Subparag:nsh (B) of section 6091(bX1) ting to place for 26 USC 6091.
ﬁ]mg other documents) is amended etn’img out

gectwn 913 (relating to deduction for certain expecnsea of living
abroad)”

SEC. 113. EMPLOYEES LIVING IN CAMPS.

Section 119 (relating to meals or lodging furnished for the conven- 26 USC 119.
ience of the employer) is amended by adding at the end thereof the
following new subsection:
“(c) EmpLOYEES LIvING IN CERTAIN CAMPS.—
“(1) IN GeNERAL.—In the case of an individual who is furmshed
in a camp located in a forelgn country by or on
his employer, such camp shall be co; to be part of tha
business premlses of the emplg}rar
. “2) Cm - iaf purposes of this section, a camp constitutes

‘(A) provided by or on behalf of the employer for the
convenience of the employer because the place at which such
individual renders services is in a remote area where satis-
factory housing is not available on the open market,

“(B)located as near dpractlcable , In the vicinity of the
place at which such individual renders services, and

“(C) furnished in a common area (or enclave) which is not
available to the pu!blic and which normally accommodates 10
or more employees.”

SEC. 114. REPORTS BY SECRETARY.

Section 208 of the Foreign Earned Income Act of 1978 isamended to 26 USC 911 note.
read as follows:

“SEC. 208. REPORTS BY SECRETARY.

‘“a) GENERAL RULE.—As soon as practicable after the date of the

enactment of the Economic Recoveriv Tax Act of 1981, and as soon ag  Ante, p. 172.

le after the close of each ourthcalendaryearthereafter

eSecretwoftheTreasuxyshalltmnsmltamporttotheCom

mittee on Ways and Means of the House of Representatives and to

the Committee on Finance of the Senate on the operation and effects

of sections 911 and 912 of the Internal Revenue of 1954.
“(b) INForRMATION FROM FEDERAL Aamwc:ms .—Each agency of the

Federal Government which p su?‘ia ces excludable

income under section 912 of Codeshallﬁxrmshtotheﬁecmtary
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of the Treasury such information as he determines to be necessary to
carry out his rrgsponsxbmty under subsection (a).”

SEC. 115. EFFECTIVE DATE.
The amendments made by this subtitle (other than section 114)
Sh lgsiaplymthreapecttotaxabeyearsbegmmngaﬂe r December

Subtitle C—Miscellaneous Provisions

SEC. 121. DEDUCTION FOR CHARITABLE CONTRIBUTIONS TO BE AL-
LOWED FOR INDIVIDUALS WHO DO NOT ITEMIZE DEDUC-
TIONS.

(@) In Gmnnm—Sectlon 170 (relating to charitable, etc., contribu-
tions and gifts) is amended by redesignating subsections (i) and (j) as
subsectlons () and (k), respectwely, and by inserting after subsection

ovnn% ew subsecti:
“(1) RUL!. FOR onmmz:mou oF DEDUCTIONS.—

“(1) In GeNERAL.—In the case of an individual who does not
itemize his deductions for the taxable year, the applicable per-
cen of the amount allowable under subsection (a) for the
taxable year shall be taken into account as a direct charitable

ded(l.u):tzon under section 63. Fo - (1)’

2) APPLICABLE PERCENTAGE.—For purposes

the a; tﬁﬁhcabla percentage shall be de unm tp

“For taxable beginning in— pemenm IPP“M&
‘i%ga. 1983 br 1984 geuic 5
1986 or thereafter 100.

“(3) LIMITATION FOR TAXABLE YEARS BEGINNING BEFORE 1985, —
In the case of a taxable year beginning before 1985, the portion of
the amount allowable under subaectlon (a) to which the appli-

cable percen ahal] be a
exoeedp 100 for taxable years beginning in
1982 or 1983 and
“(B) not exceed$300fortaxableyearsbegmnmgm

Inthecaaeofamamedm& ual a separate return, the
limit under sub aph (A) shall be $50, and the limit under
sub ph (B) be $150.

“(4) TeErMINATION.—The provisions of this subsection shall not
apply to contnbutlonsmadeaﬂerDecember 81, 1986.”
(b) o ON OF TAXABLE INCO! h (1) i 630 ¢ =
GENERAL.—Paragra section relating
mdmduals) is amended— ’
by striking out “and” at the end of subparagraph (A),

LB] by msertmg after subparagraph (B) the following new
su
“%C) the dmect charitable deduction, and”.
_ (2) DIRECT CHARITABLE DEDUCTION DEFINED.—Section 63 (defin-
taxable income) is amended by adding at the end thereof the
“(1) Cngznrmnm f)%numon —For purposes of this section,
the term ‘direct charitable deduction’ means that portion of the
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amount allowable under section 170(a) which is taken as a direct
charitable deduction for the taxable year under section 170(i).”
(c) CONFORMING AMENDMENTS.— i
(1) Paragraph (1) of section 57(b) (relating to adjusted itemized 26 USC 7.
deductions) is amended by inserting “without regard to para-
graph (3) thereof”’ after “section 63(f)". . _
(2) Subsection (f) of section 63 (relating to itemized deductions) 26 USC 63.
R e it ¢ the end of h (1)
out “and” at the end of paragraph (1),
(B) b; striking out the period at the end of paragraph (2)
and inserting in lieu thereof “, and”, and
(C) by a%ing at the end thereof the following new
garagraph: ! .
““(3) the direct charitable deduction.”
(3) Subparagraph (A) of section 3(a)(4) (relating to imposition of 26 USC 3.
tax table tax) 1s amended to read as follows:
“(A) reduced by the sum of—
“(i) the excess itemized deductions, and
“(ii) the direct charitable deduction, and”.
(d) Errecrive DATE.—The amendments made bg this section shall 26 USC 170 note.
apply to contributions made after December 31, 1981, in taxable years
beginning after such date.

SEC. 122. 18-MONTH PERIODS FOR ROLLOVER OF PRINCIPAL RESIDENCE
INCREASED TO 2 YEARS.

(a) In GENERAL.—Section 1034 (relating to rollover of gain on sale of 26 USC 1034.
principal residence) is amended by stu:xgkmq out “18 months” each
place it appears and inserting in lieu thereof “2 years".
(b) CONFORMING AMENDMENTS.—
(1) Paragraph (4) of section 1034(c) is amended by striking out
“18-month” and inserting in lieu thereof “2-year”.
(2) Paragraph (5) of section 1034(c) is hereb{'re ealed.

(c) ErrecTiVE DATE.—The amendments made by this section shall 26 USC 1034
apply to old residences (within the meaning of section 1034 of the note.
Internal Revenue Code of 1954) sold or exchanged—

(1) after July 20, 1981, or

(2) on or before such date, if the rollover period under such
section (determined without regard to the amendments made by
this section) expires on or after such date.

SEC. 123. ONE-TIME EXCLUSION OF GAIN INCREASED TO $125,000.

(a) In GENERAL.—Paragraph (1) of section 121(b) (relating to one- 26 USC 121.
time exclusion of gain from sale of principal residence by individual
who has attained age 55) is amended striking out “$100,000
($50,000” and inserting in lieu thereof “$125‘,r000 ($62,500".

(b) Date.—The amendment made by this section shall 26 USC 121 note.
apply to residences sold or exchanged after July 20, 1981.

SEC. 124. INCREASES IN CREDIT ALLOWABLE FOR EXPENSES FOR
HOUSEHOLD AND DEPENDENT CARE SERVICES NECESSARY
FOR GAINFUL EMPLOYMENT.

(a) INCREASE IN PERCENTAGE oF EXPENSES ALLOWED AS CREDIT.—
Subsection (a) of section 44A (relating to expenses for household and 26 USC 44A.
dependent care services necessary for gainful employment) is
amended to read as follows:
“(a) ALLOWANCE OF CREDIT.—
“(1) In cENERAL.—In the case of an individual who maintains a
household which includes as a member one or more qualifying
individuals (as defined in subsection (c)(1)), there shall be allowed
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as a credit against the tax imposed by this chapter for the taxable
year an amount equal to the applicable percentage of the
employment-related expenses (as defined in subsection (c)2))
paid by such individual during the taxable year.

“(2) APPLICABLE PERCENTAGE DEFINED.—For purposes of para-
graph (1), the term ‘a glicabla rcentage’ means 30 percent
reduced (but not below 20 percent) by 1 percentage point for each
$2,000 (or fraction thereof) by which the taalgayer‘s adjusted
%"osa income for the taxable year exceeds $10,000.”

(b) IncrEASES IN DoLLAR LimiTs oN AMOUNT CREDITABLE.—
26 USC 44A. (1) IN GENERAL.—Subsection (d) of section 44A (relating to
dollar limit on amount creditable) is amended—
(A) by striking out “$2,000” and inserting in lieu thereof
“$2,400”, and
“$%B§0%¥' striking out “$4,000” and inserting in lieu thereof
(2) CONFORMING AMENDMENTS.—Paragraph (2) of section
44A(e) (relating to earned income limitation) is amended—
> %b’?y s&rikjng out “$166” and inserting in lieu thereof
, an

“s%)o’l,ay striking out “$333” and inserting in lieu thereof
(c) CREDIT ALLOWED FOR CERTAIN SERVICES OUTSIDE THE TAXPAYER'S
HouseHoLD.—Subparagraph (B) of section 44A(c)X2) is amended to

read as follows:

“(B) ExceprioN.—Employment-related expenses described
in subparagraph (A) which are incurred for services outside
the taxpayer’s household shall be taken into account only if
incurred for the care of—

“(i) a qualifying individual described in paragraph

(1XA), or
“(i1) a uah%'mg ing individual (not described in para-
graph (1)(‘1\)) who regularly spends at least 8 hours each
ay in the r’s household.”

(d) DAYy CARE CENTERS MustT MEET STATE LAW REQUIREMENTS.—
Paragraph (2) of section 44A(c) (defining employment-related
exgenses) is amended by adding at the end thereof the following new
su paragraphs:

“(C) DEPENDENT CARE CENTERS.— loyment-related
expenses described in subpa.nl:iraph (A) which are incurred
for services provided outside the taxpayer’s household by a
dependent care center (as defined in subparagraph (D)) shall
be taken into account only if—

“(i) such center complies with all applicable laws and
regu.lations of a State or unit of I government, and
‘(ii) the requirements of suhparagrth (B) are met.

“(D) DEPENDENT CARE CENTER DEFINED.—For purposes of
this para%gﬁh, the term ‘dependent care center’ means any
facility which— y

“(i) provides care for more than six individuals (other
than individuals who reside at the facility), and

“(ii) receives a fee, payment, or grant for providing
services for any of the individuals (regardless of whether
such facility is operated for profit).”

(e) ExcLusioN oF DEPENDENT CARE ASSISTANCE FROM THE INCOME
oF EMPLOYEES.—

(1) IN GENERAL.—Part III of subchapter B of chapter 1 (as
Post, p. 267, amended by section 301) is amended by redesignating section 129
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as section 130 and inserting after section 128 the following new
section:

“SEC. 129. DEPENDENT CARE ASSISTANCE PROGRAMS,

“(a) In GENERAL.—Gross income of an employee does not include
amounts paid or incurred by the employer for dependent care
assistance provided to such emJJloyee if the assistance is furnished
pursuant to a program which is described in subsection (d).

“(b) EARNED INCOME LIMITATION.—

“(1) In GeNERAL.—The amount excluded from the income of an
empg‘?ree under subsection (a) for any taxable year shall not
exceed—

“(A) in the case of an employee who is not married at the
close of such taxable year, the earned income of such
employee for such taxable year, or

“(B) in the case of an employee who is married at the close
of such taxable year, the lesser of—

“(i) the earned income of such employee for such
taxable year, or

“(ii) the earned income of the spouse of such employee
for such taxable year.

“(2) SPECIAL RULE FOR CERTAIN SPOUSES.—For purposes of
paragraph (1), the provisions of section 44A(e)2) shall apply in
determjnin% the earned income of a spouse who is a student or
incapable o ing for himself.

“(c) PAYMENTS TO TED INDIVIDUALS.—No amount paid or
incurred during the taxable year of an employee by an employer in
providing dependent care assistance to such employee shall be
excluded under subsection (a) if such amount was paid or incurred to
an individual—

“(1) with respect to whom, for such taxable year, a deduction is
allowable under section 151(e) (relating to personal exemptions
for dependents) to such employee or the spouse of such employee,

or
“(2) who is a child of such et:}‘ployee (within the meaning of
section 151(eX3)) under the age of 19 at the close of such taxable

ear.
“(X) DEPENDENT CARE ASSISTANCE PROGRAM.—

“(1) In GENERAL.—For purposes of this section a dependent
care assistance program is a separate written plan of an
employer for the exclusive benefit of his employees to provide
such employees with dependent care assistance which meets the
regujrements of aphs (2) thro (6) of this subsection.

(2) EugiBiLity.—The program benefit employees who
qualify under a classification set up by the employer and found
by the Secretary not to be discriminatory in favor of employees
who are officers, owners, or highly compensated, or their -
ents. For purposes of this paragraph, there shall be uded
from consideration emp}%yees not included in the program who
are included in a unit of employees covered by an agreement
which the Secretary of Labor finds to be a collective bargaining
agreement between employee representatives and one or more
employers, if there is evidence that dependent care benefits were
the subject of good faith bargaining between such employee
representatives and such employer or employers.

‘(8) PRINCIPAL SHAREHOLDERS OR OWNERS.—Not more than 25
percent of the amounts paid or incurred by the employer for
dependent care assistance during the year may be provided for
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the class of individuals who are shareholders or owners (or their
spouses or dependents), each of whom (on any day of the year)
owns more than 5 Yercent of the stock or of the capital or profits
mterest in the emplo

“(4) No F'UN‘DING REQUIRED.—A program referred to in

mtﬁrﬁph (1) is not required to be funded.

“(b) NOTIFICATION OF ELIGIBLE EMPLOYEES.—Reasonable notifi-
cation of the availability and terms of the program shall be
provided to eligible employees.

“(6) StaTEMENT OF EXPENSES.—The plan shall furnish to an
employee, on or before January 31, a written statement showing
the amounts paid or expenses incurred by the employer in
providing dependent