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EXECUTIVE OFFICE FOR U. S. ATTORNEYS
William P. Tyson, Director

POINTS TO REMEMBER

Passage of Tax Disclosure Amendments

This is to confirm that the tax disclosure amendments to
facilitate law enforcement access to federal tax information
for use in nontax criminal cases were approved by the Congress
as Sections 356 and 357 of the tax bill and signed by the
President on September 3, 1982. These tax disclosure amend-
ments have been listed by United States Attorneys as one  of
our most important criminal Jjustice legislative initiatives.

In summary, these amendments decentralize disclosure appli-
cation authority for taxpayer return information to United
States Attorneys and Strike Force Chiefs; lower the standards
for a disclosure order; authorize disclosure orders in fugitive
cases; broaden the scope of a disclosure order to cover both
taxpayer return and third-party information; authorize IRS
initiated disclosures in circumstances involving imminent threat
to life or flight from prosecution; decentralize request author-
ity for third-party information to the United States Attorneys
and Strike Force Chiefs plus the Director of the Federal Bureau
of Investigation and Administrator of DEA; provide for issuance
of disclosure orders by Magistrates as well as district judges;
and substitute federal agencies for individual federal employ-
ees in any civil damage actions involving tax disclosures.

Other sections of the tax bill, Sections 331-333, makes
the improvements in IRS Summons authority proposed by the
Department. Section 329 of the bill increases fines for
various tax crimes to new levels of $100,000 for individuals
and $500,000 for corporations. Finally, Section 351 of the
bill disallows tax deductions for expenditures related to the
illegal sale of narcotics. This Congressionally initiated
provision was supported by the Department.

The various provisions described above, copies of which are
attached as an Appendix to this Bulletin, took effect September
4, 1982, The Criminal Division will be issuing a memorandum to
United States Attorneys 1in the near future to explain the
procedures to be followed in seeking tax disclosure orders.
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Revised provisions of the United States Attorneys' Manual are
also being prepared by the Criminal Division to implement the
revisions in tax ‘disclosure procedures. In addition, the
Criminal Division is preparing a packet of forms to be used in
requesting information from the IRS.

The Criminal Division, through its Office of Legal Support
Services will be available to lend assistance and to answer
questions. The FTS telephone number for the Office of Legal
Support Services is FTS 724-6672.

(Executive Office)
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i Pornography Prosecution Policy

i It has come to our attention that the Department's policies
. for prosecuting criminal activity involving pornography are not
. fully understood by all United States Attorneys and Assistant
| United States Attorneys who may be called upon to render a pro-

secutive opinion in this area. As a reminder, the Department's
priorities as set forth in United States Attorneys' Manual
: 9-75,140 are reprinted below:

Prosecutive priority should be given to cases
involving large-scale distributors who realize sub-
stantial income from multi-state operations and
cases in which there is evidence of involvement
by known organized crime figures. However, prose-
cution of cases involving relatively small distri-
butors of especially offensive material or who are
the subjects of numerous citizen complaints, can
have a deterrent effect and would dispel any notion
that: obscenity distributors are insulated from
prosecution if their operations fail to exceed

"a predetermined size or if they fragment their
business into small-scale operations. Therefore,
the occasional prosecution of such distributors
may be appropriate. _

. Special priority should be given to cases
involving the use of minors engaging in sexually
explicit conduct for the purpose of producing any
visual or print medium depicting such conduct or
cases involving the mailing or interstate or foreign
shipment of obscene material depicting minors engaging
in sexually explicit conduct (18 U.S.C. 2251-2253).

(Executive Office)
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Processing Adverse District Court Judgments
In Civil Division Cases

In his August 2, 1982, memorandum to all United States
Attorneys, the Assistant Attorney General of the Civil Division
expressed his concern regarding the transmittal of adverse
district court decisions. As stated in this memorandum, although
appeal recommendations need not be submitted as soon as an
adverse judgment 1is entered, a copy of the adverse decision
itself should be forwarded to the Appellate Staff immediately.
This is necessary to enable the Civil Division and the Solicitor
General's office to process recommendations for or against
appeal prior to the time for filing a protective notice of
appeal. Copies of the adverse decisions should be sent to the
Appellate Staff, P.O. Box 978, Ben Franklin Station, Washington,
D.C. 20044.

A copy of the August 2, 1982, memorandum from the Civil

Division is attached as an appendix to this issue of the United
States Attorneys' Bulletin.

(Civil Division)
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CIVIL DIVISION ]
Assistant Attorney General J. Paul McGrath

Woodward v. Moore, D.C. Cir. No. 81-2017 (July 28, 1982). D.J.
¥145-6-1708.

Military Discharges/Tucker Act Jurisdiction:
D.C. Circuit Holds That One Seeking Back Pay
From The Navy Must Waive Claim In Excess Of

$10,000 Or Proceed In The Court of Claims.

A former Navy lieutenant brought suit challenging his
removal from active duty to a reserve status. He asserted that
the Navy inappropriately relied upon his homosexual tendencies in
removing him. He sought back pay and reinstatement on active
duty. We argued that because the lieutenant's claim for back pay
exceeded $10,000 and he had not waived a claim in excess of that
amount, the district court and thus the court of appeals had no
jurisdiction, as the Tucker Act provides for exclusive
jurisdiction in such cases in the Court of Claims. If the claim
was in excess of $10,000 and the lieutenant did not waive the
amount in excess, the D.C. Circuit held that the district court
was without jurisdiction over the case. Accordingly, the court
of appeals remanded for those determinations.

Attorney: Fred Geilfuss (Civil Division)
FTS (633-5684)
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CIVIL DIVISION
Assistant Attorney General J. Paul McGrath

Hayes v. GPO, D.C. Cir. No. 80-2425 (July 30, 1982). D.J. #35-
218,

civil Service Reform Act/Jurisdiction In
"Mixed Cases": D.C. Circuit Holds That
Initial Jurisdiction In A "Mixed Case" -- One
In Which The Petitioner Alleges Discrimination
And A Merit Principle Claim -- Lies In The
pDistrict Court.

In this government employee removal case, petitioner, a non-
probationary employee, contended before the MSPB that his removal
was not supported by substantial evidence, was procedurally
defective, and was the product of race discrimination. The MSPB
held against him on all issues. At that point petitioner split
his claims, taking his discrimination claim to the EEOC and
taking his non-discrimination claims to the court of appeals. We
moved to dismiss his petition in the court of appeals arguing
that it is inappropriate to split claims and that any case
involving discrimination is initially reviewable in its entirety
in the district court not the court of appeals. The D.C.Circuit,
in a comprehensive decision, agreed with our position and
dismissed petitioner's non-discrimination claim. .

Attorneys: William Kanter (Civil Division)
FTS (633-1597)

Fred Geilfuss (Civil Division)
FTS (633-5684)
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CIVIL DIVISION
Assistant Attorney General J. Paul McGrath

Normile v. McFague, 1lst Cir. No. 81-1908 (August 6, 1982). D.J.
#35-36-99.

Civil Service/Removal of Government

Employee: First Circuit Holds That A Higher
Ranking Official of the MSPB May Appropriately
Reverse The Findings, Including Those Based On
Credibility, Of The Officer Who Conducted The

Hearing.

In this employee removal case the MSPB held that the removal
was procedurally sound based in part on its assessment of
credibility. The district court upheld that determination.
Thereafter, through a chance meeting with the official who
conducted the MSPB hearing, petitioner discovered that the
hearing official's superior had, off the record, required the
official to reverse his ruling of a procedural error. The
hearing official's finding of an error had been based in part on
findings as to credibility. Petitioner argued that such a
reversal of a credibility determination was inappropriate and at
a minimum must be accompanied by an articulation of the reasons
for the reversal. After conducting further proceedings, the
district court still upheld the MSPB decision.

On petitioner's appeal the First Circuit affirmed, adopting
our argument. The court first noted that by intra-agency
practice in effect at that time the official who conducted the
hearing had no authority to issue any decision; he was only
authorized to conduct the hearing and communicate his views to
his superior. The court then held that the official who reversed
the hearing officer's credibility findings had authority to do so
and had acted appropriately in doing so. The court also rejected
petitioner's argument that the superior official must articulate
in his decision the reason for his disagreement with the hearing
official's findings. Requiring such a disclosure, the court
held, would inhibit candid discussion within MSPB.

Attorney: Fred Geilfuss (Civil Division)
FTS (633-5684)
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Assistant Attorney General J. Paul McGrath

Kathleen Newby v. Marlin W. Johnston, 5th Cir. No. 81-1308
(August 5, 1982). D.J. #145-17-2416.

Civil Procedure/Class Actions: Fifth Circuit
Upholds District Court's Discretion To Deny
Class Certification Where Action Would Be
Duplicative.

In this unusual case, plaintiff challenged certain welfare
practices of HUD, the state of Texas, and City of Austin housing
of ficials. She sought to represent a class of Texas welfare
recipients, but after one year of inaction by the district court,
her status improved and she was no longer aggrieved by the HUD or
the AFDC practices involved. Also, Austin changed its practices
on a community-wide basis. The government moved to dismiss the
action as moot. Opposing counsel responded with a mirror-image
lawsuit with a plaintiff from San Marcos, Texas. The second
plaintiff moved to intervene in the first case and to consolidate
the two proceedings. The district court, however, granted our
motion to dismiss the first cse.

The Fifth Circuit has just affirmed. The court acknowledged
that the first plaintiff could proceed as a class representative
even after her own claims had mooted. However, even though all
the requirements of Fed.R.Civ.P. 23 were satisfied, the district
court nevertheless had discretion to reject the class
certification here because it was unnecessary to protect the
absent potential class members.

Attorney: Bruce Forrest (Civil Division)
FTS (633-3542)
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LAND AND NATURAL RESOURCES DIVISION
Assistant Attorney General Carol E. Dinkins

City of Houston and American Airlines, Inc. v. FAA, Nos.
80-2030, 80-2251 and 81-4194, 5th Circuit (July 9, 1982).

'ADMINISTRATIVE LAW: FAA'S 1,000-MILE
PERIMETER RUTLE SUSTAINED.

The City of Houston and American Airlines filed peti-
tions for review of Department of Transportation regulations
which prohibited air carriers from operating nonstop flights
between National Airport and any airport more than 1,000 milgs
away. Also challenged were DOT regulations which imposed an
interim 650-mile perimetzsr rule at National. These perimeter
rules were envisioned by FAA as a means of controlling the
steadily-increasing traffic at National Airport. Prior to the
jet age, the 650-mile perimeter rule on nonstop flights was the
subject of an agreement between air carriers serving National
Airport and the FAA. This agreement expired on July 1, 1967,
but was adhered to by the carriers until May 1981, when three
carriers announced plans to fly nonstop to National from cities
outside the perimeter. The interim 650-mile perimeter rule was
promulgated to meet the situation created by the airlines'
announcement until final regulations were in force. The Fifth
Circuit denied the petitions for review, upholding the 1,000-
mile perimeter rule and dismissed the challenge to the interim
650-mile rule as null. The court found that the FAA's decision
to administratively impose a perimeter rule on flights to and
from National to protect Dulles Airport and to preserve the
short—-haul status of National was not arbitrary and capricious
and, therefore, was not in violation of the Administrative
Procedure Act. In rejecting Houston and American's argument
that the FAA lacked the statutory authority to impose a peri-
meter restriction, the court cited the Federal Aviation Act
and the FAA's status as proprietor of National and Dulles as
authority for the FAA's decision. The court also disposed
of American and Houston's protest that the CAB rather than
the FAA bears the responsibility for economic regulation of
aviation, noting that the CAB lost its regulatory authority
with the passage of the Airline Deregulation Act, and that
only the FAA, under the terms of the Federal Aviation Act,
can assume responsibility over National and Dulles.

In addition, the Fifth Circuit réjected the claims
of American and Houston that the FAA's perimeter rule violated
the Port Preference Clause of the U.S. Constitution. The court
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stated that the "accident of geography" and not any deliberate
discrimination, underlies the FAA's rule, and the rule does not
discriminate against any named state or states.

Finally, the court found no merit in Houston and
American's "unlikely contention" that the perimeter rule
violates passengers' constitutional right to travel.

Attorney: Peter R. Steenland, Jr. (Land
and Natural Resources Division)
FTS (633-2748)

United States v. 8.4l Acres of Land (Orange County, Texas),
No. 81-2136, 5th Circuit (July 14, 1980). D.J. # 33-45-1547-3.

CONDEMNATION. AWARD OF SEVERANCE
RAMAGES TO EASEMENT REVERSED.

The United States appealed from the district court's
affirmance of a commission award of compensation for pipeline
easements. Fifty-foot wide easements were taken out of three
large tracts of land. The taken easements adjoined the north
side of an existing "pipeline corridor." At the time of taking
the fifty-foot wide strip was used as pasture, as was the land
lying north of it. The Commission and the district court re-
fused to use the "before and after" method of valuation, find-
ing that the fifty-foot strip had been severed from the parent
tracts. By basing its award on "comparable" sales of pipeline
easements, the Commission arrived at an award which was almost
six times higher than the Government's estimate.

The court of appeals held that the district court's
finding of a severance was clearly erroneous, since the strip
burdened by the easement had the same use (pasture) as the
land lying to the north of it. Since there had been no sever-
ance, the case had to be treated as a typical partial taking
case. The court found that applicable Fifth Circuit precedent
"requires" the use of the "before and after" method in partial
taking cases. This method in turn requires that the fact-
finder consider the highest and best use of the entire tract
before and after the taking. It was impermissible for the
landowners to rely upon sales of pipeline easements to es-
tablish the value of the taking, since there was no evidence
that the entire parcel had a highest and best use for pipeline
rights-of-way. Only the Government had presented valuation
evidence which related to the entire parcels both before and
after the taking. The court thus remanded to the district
court with instructions not to hold a new evidentiary hearing
but to base its award upon the evidence of comparable sales
already submitted by the Government.
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The court of appeals also noted that the district
court erred in making provision for the landowners to return
for additional compensation should the Government exercise
its right to place additional pipelines in its easement in the
future. The court said that the "damage" to be compensated
occurred with the placement of the first pipeline, and that no
additional compensation was possible.

Attorney: David C. Shilton (Land and
Natural Resources Division)
FTS (633-2754)

Attorney: Robert L. Klarquist (Land and
Natural Resources Division)
FTS (633-2731)

United States v. 6,162.78 Acres of Land in Concordia Parish,
Louisiana, No. 81-3183, 5th Circuit (July 14, 1982). D.J. #
33-19-357-4. -

AN ISSUE FOR COURT, NOT JURY,

Landowners appealed from a judgment awarding just
compensation in an eminent domain proceeding. They argued
that the jury verdict was not supported by the evidence and
that the United States had engaged in bad faith by requiring
its appraisers to meet a predetermined value for the condemned
land. Additionally, the landowners asserted that the district
court erred by refusing to allow them to present evidence of
the Government's bad faith to the jury. The court of appeals
rejected each of the landowners' arguments. It held that the
jury verdict was within the range of the evidence and. that
appellants®' claim that the Government engaged in bad faith by
allegedly requiring its appraisers to reach a predetermined
value, for the subject tract was not supported by the record.
Finally, the court of appeals concluded that the district
court did not err in refusing to allow the landowners to
present evidence of the Government's supposed bad faith to
the jury since the question was for the court and, moreover,
the landowners' claims were insubstantial and conclusory.

Attorney: Arthur E. Gowran (Land and
Natural Resources Divison)

FTS (633-5441)

Attorney: Edward J. Shawaker (Land and
. Natural Resources Division)
FTS (633-2313)
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LAND AND NATURAL RESQURCES DIVISION
Assistant Attorney General Carol E. Dinkins

Potomac Alliance v. NRC, No. 80-1862, D.C. Circuit (July 20,

Potomac Alliance petitioned for review of NRC's
decision to permit VEPCO to increase the storage capacity
of the spent fuel pool at its North Anna nuclear power plant.
Petitioner claimed that NRC violated NEPA by failing to :
consider, prior to permitting the capacity increase, the
long-range future effects of permitting the increase, in-
cluding the situation as it will exist on the date of the
plant's permanent closing in 2011. The court of appeals,
in a per curiam opinion, held that NRC failed to explore
the dangers presented by the continuing existence of the
storage pool after the final closing date of the plant,
and failed to find either that (1) there is a satisfactory
solution presently available, or that (2) there is a reason-
able probability of such availability by the shutdown date.
The court, following Minnesota v. NRC, 602 F.2d 412 (D.C.
Cir. 1979), declined to vacate or stay the license amend-
ments permitting the capacity increase; instead, it remanded
the case to NRC in light of NRC's "Waste Confidence" generic
proceeding now being conducted to reassess the outlook for
the availability of safe nuclear waste disposal methods.
The court stated that NRC's failure to issue a decision in
the generic proceeding by June 30, 1983, "will place in
jeopardy the expanded authority at issue in this case."
Judge Bazelon filed a concurring opinion.

Attorney: Thomas H. Pacheco (Land and
Natural Resources Division)
FTS (633—-4427)

Attorney: Anne S. Almy (Land and
Natural Resources Division)
FTS (633-2767)
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Foundation for North America Wild Sheep v. U.S. Department
of Agriculture No. 81-5044, 9th Circuit (July 22,  1982).
D.J. # 90-1-4-2227.

Al) \

‘OREST WITHOUT AN EIS WA

The Ninth Circuit reversed the district court and
held that a Forest Service decision to grant a special use
permit for use of a road in the Angeles National Forest with-
out preparing an EIS was unreasonable. The Forest Service
had prepared an Environmental Assessment (EA) which indicated
that the only possible significant impact of the permit
would be on a herd of Desert Bighorn Sheep which inhabit the
area. It then imposed conditions on the special use permit
(closure of the road during lambing season, revocation of
the permit if the sheep's use of the area is reduced) to
mitigate any effect on the sheep and issued the permit on
the basis of the EA. The court of appeals ruled that the
Forest Service did not reasonably determine that the permit
would not significantly affect the quality of the human
environment. It pointed to possible effects on the sheep
that the mitigation measures would not cure; the controversy
over what affects might develop; and the absence of necessary
information to make a reasoned decision.

Attorney: Anne S. Almy (Land and
Natural Resources Division)
FTS (633-4427)

Attorney: Edward J. Shawaker (Land and
Natural Resources Division)
FTS (633-2767)

Sweeten v. Department of Agriculture, No. 80-1670, 10th

Appellants sued the Government in this boundary
dispute case, to quiet title to 6.69 acres of land claimed
by the Forest Service. The court of appeals affirmed the
district court's denial of appellants' claim, and held that
(1) the trial court's findings regarding the boundary location
were not clearly erroneous; (2) appellants' rights were not
impaired by a Government resurvey which, appellants contended,
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reduced the amount of acreage specified in their patent; (3)
the rules of adverse possession, laches and boundary by
acquiescence could not be used against the Government; and
(4) the Government was not equitably estopped from contesting
appellants' claim. Judge Barrett concurred in part and

dissented in part.

Attorney: Anne S. Almy (Land and
: Natural Resources Division)

FTS (633-4427)

Attorney: Dirk D. Snel (Land and
Natural Resources Division)

FTS (633-4400)
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OFFICE OF LEGISLATIVE AFFAIRS
Assistant Attorney General Robert A. McConnell

SELECTED CONGRESSIONAL AND LEGISLATIVE ACTIVITIES
AUGUST 18, 1982 - SEPTEMBER 1, 1982

Congressional Recess. Both the House and the Senate will
reconvene on September 8, 1982, following the Labor Day recess.
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Federal Rules of Criminal Procedure

Rule 6(e) (3)(C) (i). The Grand Jury. Recording and
Disclosure of Proceedings.
Exceptions.

The United States Attorney petitioned the court for an
order permitting him to disclose certain documents acquired by a
federal grand jury to the State Attorney General for review and
presentation to a Rhode Island grand jury. The United States
Attorney arqued that mere disclosure of documents subpoenaed by
a grand jury did not constitute disclosure of matters occurring
before the grand jury and thus was not governed by the secrecy
provisions of Rule 6(e).

The court denied the Government's petition in a lengthy
opinion discussing its reasons and reviewing prior conflicting
caselaw regarding grand jury secrecy. The court held that the
petition must be denied because: (1) the State Attorney General
had not requested production of the documents or shown a legal
right thereto, regardless of whether such documents were within
the scope of Rule 6(e); (2) the United States Attorney sought to
proceed ex parte and did not serve notice on the owners of the
documents that were the subject of the petition; and (3) the
petition called for the release of a large number of documents,
as opposed to specific documents identified independently of any
‘reference to the grand jury, and disclosure probably would have
revealed the pattern of the grand jury's entire investigation,
thus constituting disclosure of matters occurring before the
grand jury which could not be authorized absent a showing of
particularized need by the party to whom disclosure was to be
made. The court remained willing to entertain a petition from
the State Attorney General if proper notice and an opportunity to
object was given to the owners of the documents, but cautioned
the United States Attorney not to disclose matters occurring
before the grand jury to assist the State Attorney General in
preparing his petition.

(Ordered accordingly.)

In re John Doe Grand Jury Proceedings, 537 F. Supp.
1038 (D. R.I., April 27, 1982).
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Federal Rules of Criminal Procedure
Rule 35. Correction or Reduction of Sentence.

Defendant was sentenced to three years imprisonment
and filed a motion under Rule 35[b] for a reduction in sentence.
The motion was unopposed by the Government but denied by the
court. Defendant appealed, claiming that under United States v.
Sokel, 368 F. Supp. 97, an unopposed Rule 35 motion must be
granted automatically.

The court of appeals rejected this interpretation of

Sokel and held that sentencing remains a discretionary function

of the court regardless of any position taken by the Government.
(Judgment Affirmed.)

United States v. Robert William Eddy, 677 F.2d 656
(8th Cir., May 10, 1982),
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Washington, W Gene S. Anderson
West Virginia, N William A. Kolibash
West Virginia, S pavid A. Faber
Wisconsin, E Joseph P. Stadtmueller
Wisconsin, W _ John R. Byrnes

wYomina ) Richard A. Stacy
North Mariana Islands David T. Wood
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“td) TaxpayeR NoT RsQuiRsp TO Have
Ewbwirrpar. ~Subsection f(a) shall gpply

whether or not the undersiatement i3 with
the knowledge or consent of the perrons au-
thorized or required to present the returm,
afridarit, claim, or other document.

“fe} CERTAN ACTIONS NOT TREATED 43 AD
OR ASSISTANCE.—For purposes aof subzoction
faifl), a person furnishing typing, reproducs
ing, or other mechanical assistance vi{A res
spect to o document shall not dbe treated as
having aided or assisted in the preparation
aof such document by reason of guch assist-
ance. -
~(f) PENALYY IN ADDITION TO OTHER PENAL-
17ES. —

(1} IN GENERAL.—Except as provided by
paragraph /2), the penalty imposed by this
section shall be in addition to any other
penalty provided dy law. o

“{2) COORDINATION WITH RETURN PREPARER
PENALTIES.~NO penaily shall de assessed
under subsection (a) or (b) of section 6656
on any person with respect to any document
Jor which a penally is assessed on such
person under subsection (a).”

(8} CLericar AMENDNENT. —The {uble of sec
tiong fur subchapter B of chcpter 68 s
amended by inserting a’ter the item relaling
to section 6700 the following new ilem

“Sec. 6701. Penalties for aiding and adbelling
undersiatement of tax liabili-
ty.”

tc) ErrscTive Dats.—The amendments
made by this section shall take effect on the
day after the date of the enactment of this
Act.

(d) CROSS REFERENCE.—

For proviiom rduring w0 bardee of proof end prepu revret
Jorww sy weixmm 5703 of dhe 1etenal Revesow Code of 1934,
& aded by sxtion 333 of thes A

SEC. 325. FRAUD PENALTY.

fa) GeveraL RULg —Subsection (b) of sec
tion 6633 (relating to fraud penully) is
cemendcd to read as follows:

“ib) FRaUD, =

“t1) Iy GENLRAL, —1f any part of any under-
paymenl (a8 defined in suhsection fet) of lar
required Lo be shuoun on a refurn {3 due (o
Jraud, there shall te acdled to the tar an
amount equal Lo 50 percent ¢f the underpay-
mend

‘“12) ADDITIONAL AMCUNT FOR PORTION AT-
TYIBLTASLE TO FRAUD. —There shall be udded
to the tarx fin addition to the amount delcr-
mined wunder paragraph (1)/-an amount
equdd to S0 percent of the interest payable
under section 6601—

*“tAl uith spect {o the portion af Lthe un-
derpayrient deserided in paragra;A (1)
which s attridutadle (o fraud, and

“(B) for the period beginning on the last
dcy prescrided by law for payment of such
underpaymnent (deternined without regard
(o any extension) and ending on the dale af
the cssessment of the tex for. f earlu'r the
date of the payment of the tar),

13} NO NEGLIGENCE ADD!TIUN WHEN THERE IS
ADDITION POR FRAUD.—The addition (o tarx
under this sudscction shall de (n licu of any
amoxn! determined under subscction /as.

“{4) SPECIAL RULE POR JOINT RETURMNS. —In
the case o’ a joint return under section 69113,
thts sudsection shall not apply with respéct
to the tax of the spouse unlcss scme part of
the underpayment ts due (o the fraud aof
such spouse.

tb) Errccrivk Datr.~The amendment
made by subsection (a/ shall apply with re.
spect (0 taxes the last day prescrided by law
Jjor payment of which /determined without
recard to any extension) {8 after the date of
enaciment af thig Act.

SXC 328 PENALTY POR FRIVOLOUS RETURNS.
ta) Genzrat RULR. —Subchapter B of chap-
ter 68 (relatang to assesschle penailics) ts
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amended by fnserting q/fler seclion 6701 the
Jcllowing new section:
“SEC 87902 FRIVOLOUS INCOME TAX RETURA.

“ta) Crvie PENALTY.~If—

*“(1) any individual files u:hat purparts lo
b2 a returm of the tax imposed by subtitle A
dul which—

*(A) does nol contain information on
which the substantial correctness af the self-
aszessment may de fudged, or

“tB) contains {nformation that on ita face
indicales thal the sclf-assessment is subslan-
tially incorrect; and

“12) the conduct referred lo §n paragraph
11/ ts due to—

“(A) a position which {8 frivolous, or

“{B) a desire (which appears va the pur
ported refurn) to delay or impede the ad-
ministration of Federal income tax 'uws,
then such indsvidual shall pay.a penally of
£500.

“(b) PxaarTY IN ADDITION TO OTHER PENAL~
T188.—~The penaity tmpsed by subsection fa/f
shall be in addition to any other penally
provided by law. °

(b} CLERICAL AMENDMENT.—The luble of sece
tions for subchapter B aof chuptér 68 s
amended dy inserting aster the iten relating
Lo section 6701 the following rew ilem

"Sec. §702. Frirolous income {ax refurn.”

(c) ErreemivE Date.—The amendinenis
made by this seclion shall apply with respect
to documents filed afler the date of Lhe en-
actment af this Ack

(d) CROSS REFERENCE. —

Far prowiiems relatiog 9 boe low of proof and prepaymeet
forow, 1 mcsian 6703 of the Ixswnal Revene Code of 1934,
© alisd by wxreon 333 of bii At
S&C. 127. RELIFP FROM CRIMINAI, PENALTY

FOR FAILURE TO FILE ESTIMATED
TAX WHERKE TAXPAYSR FALLS
WITHIN STATUTORY BXCEPTIONS.

Section 7203 /relating to willful fuslure to
Jile retumn, 3upply in’crmation, or pay lax!
i3 amended by adding ot the end thereof the
SJoliowing new sentence: "I the case of any
person witA respect to whom Lhere it ¢ fail-
ure {0 pay aay estimuted tarx, thig section
shail not apply to such person iwith respect
to such favure 1/ there is no add:ilion to tax
under section 6654 or 6653 with re<pect to
such fatlure. ™
SEC. 328 ADJUSTMENTS TO ZESTIMATED TAX

PROVISIONS.

{a) Warver or Prvirry WHeRE INDIVIDUAL
Dip Not Have Tax LiasiITIES FOR PRECEDING
Taxaniz Yeeo —

11} Section 6654 frelaling to failure by in-
dividual to pay estimaled tax) is amended
by redesignating subsection (R) as tubsece-
tion (i) and by inserting q/ler subscction 194
the [rllowing new subdsection

“th) Exceprioy Wierg No Tax Luriry
FOR PRECEDING TaXARIE YEAR —NO addilion
to tax shall be tmposcd undcr subsectton (a)
for any turab'e year if—

(1) (he individual did not hare any lia-
bility for tax for the preceding tarable year,

*“42) the preceding fazubie year w3 g tax-
able vear of 12 months, and

*(3/ the individual was a citizen or resi-
dent of the United States throughout the pres
ceding tarudle year.”

12) Subsection- fg) of srrlwn 6854 {a
amended by strikinj out “und 1/} and in-
sertang in leu thereo! 10, and (M),

(d) ELsdiNaTION OF RryQUiRaMENTS TO Fng
DEcratarmys np EST:MATED Tax —

(1) Section 8018 relating to declcralion of
estimated income tar by f(udlviduals) ia
amended by adding at the end thervof the
JSollowing new subsection

“tk) TerMiNaTION. —NO declaration shall de
required under this section for any taradle
year beginning asler December 31, (382

e
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(2) Sectton 8073 (relaling to time for filing
declarations af esiimated income {ox by in-
dividuals/ 1s amended by addiny at the end
thereql the following new sulsections

“lf) TrRMINATION.—Thiz section sha!l not
apply io any taxable year beginning after
December 31, 1982."

(3) Section 6153 (relaling lo {nstallment
paymentls of estimated income lax by indi-
vidugls) o amended by striking cut subsec-
tion 1g) and inseriing in lieu thereaf the fol-
loving:

“{g) SPeCiAL RULES POR Taxisrr Yrurs Be-
OIvNING ArirR 1982.—In the case of taxrable
vears deginning a/ter 1982~

“(1) this section shall be applied a3 if the
requirements of sections 6015 and 6073 re-
mained in ¢ffect, and

“t2) e amount af the estimated tax taen
into account under this section shall be de-
termined under rules similar to tre rulvs of
suhbsections (bs and (d) af seclion §854. "

fc) ErrecTivk Darr.—The amendments
made by this section shald avply to tarabdie
years deginning after Decenber 31, 1382
SEBC. 328 INCRRERACES (N CERTAIN CRIMINAL
FINES.

(@) ATTZIMPT 1O EvADE OR DriFAT Tax.—
Sectiom 72ul (relating to atltemyt to evarde or
defeat tax) is gmended Dy ilriking out
810,000 and inserting fn licu thereof
“$100,000 (3500,000 in (he case of a corpc G-
tion/s*, ]

() Wnirnn FauLurRs 1O Fir8 RETURN,
SuprPLY INFORMATION, R Pay Tix.~Secfion
7203 (reiaiing to wiulrud foiiu-c to file
return, supply injormaiion, or pay (ur) is
amended by striing oul “$:0.600" and in-
serting in lieu thereof 823,000 15120,0)0 n
the carte of a corpuration’”,

{c) Fran AND FaLsx Staresrsrs.—Section
7208 tmetiitinng to fraud and ful-e staterenty)
{3 amnded by sirAtng out "$3.000" 20d :n-
serting {n lieu thereos “8100.4509 15:00,.00 in
the case of @ corpnralion)”,

(d) FRAUDULENT RETURYS, S ATYVFNTS, on
Omner DoCUMENTS.—Se~tion [1)) frelatin
Lo frauduient reiuns, staicntenls, or clher
docun:ents) is gmended bty stmarag out
81,000 rach pluce 1. aprenrs 1208 {ngcr! =y
fn lieu therev, “'$193,000 (450,900 1n the cuse
af @ corporclions”,

te) Errecrive Dat®—The arendinents
made by this :ection shall a;p'y lo ¢lionses
commiiird aflcr the dale of the ¢enacinent af
this Act
SEC. 338 SPECIAL RULES WITH KESPECT TO

CERTAIN CASH.

ta) In GENEFAL. —Subchcepter A of cRapler
70 irelating to feoyardy’ ts :nended by
widing al the end thereosf the Jeilowang new
part

“PART UI~SPECIAL ULES WITH RESPECT

TO CERTAIN C4NH
“Sec. 6887, Presumpiions whcre owner of
large amount f cush 8 not
tdentiied
“SEC. 8867. PRESUMPTIONS WHEKE CRWNER OF
LARGE AMOUNT OF CASH I3 NOT
IDENTIFSSD.

“fa) GEngErar Rits.—1f the tndividual vho
18 tn phveical possession of cash 1n excess of
$10.000 docs not claim such cash—

*“(17 as his, or

‘427 as dbelonging (0 another person whore
1dentity the Secrefury can recdtly ascertain
and who ucknowledpes ownerskip Qf such
cash,
then, for purposcs of sections 64551 and 8852,
1t shall dbe presumed that such cash nors
senta gruss income of @ single (ndicidual for
the larable gear {n which the posscssion
occurs, and that the collection af tax will be
jeopardized dy delay
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“b; RULES POR ASSESSING.—In the caze of
any aszessmenl resulling from the applica-
tion of rudsection (at—

“1]1) the entire amount of the cash shall be
treated as toxadle income for the itcrable
year in which the possession occurs,

(2} such income shall be treated a3z tax-
adle at @ 50-percent rate, und .

“{3) except aa provided in subsection fc),
the possessor of the cash shall be treated
(so0lely with respect to such cash) as the taz-
payer for purposes af chapters 83 and 84 and
section 7429iGgi1).

“(c) ErveECT OF LATER SUBSTITUTION OF TRUB
Owvrr--1f, after an assesymend resulting
fram the application of sudseclion fa), such
assessment i8 abaled and replaced by an as-
sessment against the ouwner of the cash, such
later assessment shall de treated for pur
poses of all laws relating to lien, levy and
colleclion ag relating back (o the dale of the
original assessment.

“d) DEFNITIONS.—For purposes af this sec-
tion—

“(1) Casw.—The lerm ‘cash’ includes any
cash rquiralent

“12) CASH EQUIVALENT.—TRe lerm ‘Cash
equiiLa/ent’ megny—

“tA) forrign currency,

“tB) any dearer obiigalion, and

“{C) any medium of exchanpe wR{ich— -

“(i) 1s of a type which has been frequently
used in tllegal activittes, and

“(if) ia pectficd as a cash equinalent for
purpnses of this part in regulations pre-
scrided by the Secretary.

“13) VALUE OP CASH EQUIVALANT.—Any cash
equiralent shall be taken into account—

“fA) in the cose of a bearer chlization, ad
fty face amount, and

“(H) {n the case of any other cash equiva-
lent, at tis fair market value.” ’

tb} CLERICAL AMENDMENT.~The tabdle of
parts for such subchapter A 18 amended dy
adding at the end thereqf the following new
itenv

“Part II1. Special rules witR respect to cer
tain cash.”

fc) Errecrrve Date.—The amendments
made dy s:ubsections (a) and (b shall take
elfect on the day after the date of the enact-
ment of this Acl

SUBTITLE D—ADMINISTRATIVE SUMMONS
ZEC. 331. SPERCIAL PROCEDURES FOR THIRD-
PARTY SUMMONSES.

‘a) PRocrip:vé To QuasH.—Paragraph (2)
o section 7592(h) (relating to right Lo inler
vene; richt to stay compliance) {8 amended
o, read cs follows:

“(2) PROCERDING TO QUASH.~

1A} IN GENERAL—NoOtwithstanding any
vther law or rule of law, any persons who s
~nlilled to notice o/ @ summons under sud-
sction fa) shall have the right to bepin a
proceeding to quash such summonas nof later
than the 20th day after the day such notice
iz glven in the manner provided in subsec-
fiom in/r2). In any such proceeding, the Sec-
retary may ek to compel compliance with
the summons.

“tB) REQUIREZMENT OF NOTICE TO PERSON
SUMMONED AND TO SECRETARY.—[f any person
wiring a proceeding under subparagraph (4)
1A respect 1o any summonas, aol later than
zlose of the 20-day period referred to in
swinaragraph /A7 such person shall mail by
~~2lered Or certi/ied mail @ copy of the pe-
“liwm lo the person summoned and (0 tuch
~lce cr the Secretary may direct im (Re
netice referred Lo 10 subsection la)(l).

) INTERVENTION, FTT.—Nolwithstaonding
oo her lnw or mude of law, Lthe person sum-
el wave the right Lo intervent (n

o preennding under subdbparagraph (A,

-t opetien shall be bound by the decision

% procerning (whether or not ths
.t aniervenes tn such proceeding).”™

e
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{d) RESTRICTION OH EXAMINATION.—-Subsec-
tion 1d) of section 7699 (relating to restric-
tion on examinaglion of records) (s amended
to read as followx

“td) RASTRICTION ON EXAMINATION OF Rx-
CORDL. —No examinalion of any records re-
quired lo be produced under @ summons a@
to which notice 2 required under tudsection
{d) may be made—

“(1) before the close of the 23rd day after
the day notice with respect to the summons
{8 giren in the manner provided in subsec-
Hon (a)i2), or M

*“t2) where a procceding under subsection
DJI2HA) waes bequw within the 20-day
period referred to in such rubsection and the
requiremenis af svbsection (b)(2)(B) have
deen mel, except in accordance with an
order af the court having jurisdiciion aof
such proceeding or with the consent of the
person beyinning the proceeding to quash™

te) Jumnssorcrron.—Subsection (h) of sec-
ton 7609 (relating to jurisdiction nf district
court) (s amended (0 read as follows

“fR) JURISDICTION ©OF DisTRICT COURT

“11) JURISDRCTION. —T e United States dis-
trict court for the district within which the
person (o0 be ;:ummoned resides or i3 found
shall hare jurisdiciion to hear and deter
mine any proveeding brought under subsec-
Hon (bi(2), (]), or (g). An order denying the
petition shall be dcemed a final order which
may be cppealed.

*42) SPECIAL RULE POR PROCEEDINGS UNDER
SUBSECTIONS (f) AND 191, ~The determinations
required (0 De made under subsections (f)
and (g) shall dbe made ex parte and *ha!l be
made solely on the petilion and supporting
affitavifs

“(3) Priorrry.—Except as (o cases the
court considers of grealer importance, a pro-
ceeding dbronght for the enforcement of anpy
summons, or @ proceeding under this sec-
tion, and appeals, ‘akes precedence on the
docket over all other cases and shall be as-
signed for hearing and decided at the earli-
est practicable dale.”

(@} CONFORMING AMENDMENTS. —

(1) Paragraph (1) of section 7609/a) iz
gmended—

(A) by striking out “14tA dey” and insert-
ing in liew thereof *23rd day”, and

(B) by striking out the lcst sentence and
inserting in licw thereaf the following: “Such
notice shail de accompanied dy a copy of the
summons whicA has bdbeen served and shall
conlain an explanation of the righ! under
subsection (d)(2) to bring a proceeding to
quash the summona.™

(2} The subsection heading for subsection
g:ﬂa/wcuon 7609 is amended (o read as fol-

'y

“td) Rranr To INTERVENE: Rranr To Pro-
CEEDING TO QUASH. — "'

te) Errrcrive Dat—The amendments
made by this section shall apply lo sum-
monases served after December 31, 1982,

SEC 332 DUTY OF THIRD-PARTY RECORD-
KEEPER

fa) Generar Ril . —Section 7609 /relaling
to special procedures for third-party sum-
monses) 18 amended by adding at the end
thereqf the following new subsection

“it) Duryr or THIRD-PARTY RECORD-
KEEPRR. —

“{1} RECORDKEFPER MUST ASSEMBLE RX-
CORDS AND BE PREPARED TO PRODUCK RZE-
CORDS. ~On receipt of & summons described
in aubsection f(c), the third-parly record-
keeper shall proceed (o assemble the records
requested, or such portion therraf a3 the Sec-
retary may prescribe, and shall be prepared
to produce the records pursuagnt to the sum-
mons on the day on which the records are to
be examined.

“t2) SECRETARY MAY GIVE RECORDKASEPER
CRRTIFICATE.— The Secrelary may tssue a cer
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t/icale lo the third-party recortkeeper tha
the period prescrited for Wﬂ,‘:n:’; prof
ceeding {0 quash @ summong has erpird
and thal Ro such proceeding began within
such pertod, or Dt e tarpayer consenis to
the examinglion.

“43) PROTECTIGN FOR RECOQROAZErgR
DISCLOSES. —Any third-party recordkeep,: ':3
agent or employee thereof, making ¢ discio.
sure af records purzuant to this seclion (n
pood-faith reliance on the certificcle of the
Secrtetary or an order of @ court requiring
production af records shall rot be lialie to
any customer or olher person for guch dix-
closure.”

(h) ErrgcTive Dare.—The amendwent
made dy subsection (a) shad apply to sum-~
monyses gerved after Decemnber 31, 1382,

SEC 33). ZIMITATRON ON USE OP ADMINISTRA-
TIVE SUMMONS.

fa) IN GENERaL —Section 7872 frelating to
examination of books and witnesses) ia
amended by striking out "For the purpose”
and {nserting tn lleu thereaf “la) ALTHORITY
To SvmnoN, Erc.—For the purpoae” and by
adiing et the end thereaf the fcllowing new
subsections’

‘“'b) PURPOIE MaY 'INCLUDE INQITRY INTO
OrrINsE.—The purposes for whicA the Scere-
tary may take any action described in para-
grapR (1), (2), cr (3) aof subsection ‘a) in-
clude the purpose of {nquinng {nfo any of-
Jense connected with the administrglion or
enforcement of the intermal rerenue laws.

“fe) NO ApuM:N!STRATIVE SUMMONS WHIN
THERE IS JisT7CK DEPARTMENT REFERRAL —

A1) LoMITATION OF AUTHORITY.—NO tum-
rcns mey be tssued under this title, and the
Secretary may not begin any action under
section 7604 lo enforce any summons, uith
respect to any person {f a Justice Depart-
ment referral 9 in effect with respect (0 such
person.

“12) JUSTICE LEPARTMENT REFERRAL N
EFPECT.—For purposes af Uity subsection—

“(A) IN OENERAL —A& Justice Departmen! -¢-
SJerral {s (71 effect with respect o any persun

“t{) the Secretary has recommended fo the
Attorney Genercl g grand jury inrest. yation
af. or the criminal prosecution of. such
person for any offense connected with the
administration or enforcement of the inter-
nal revenve laws, or

“fi{) any request i3 made under section
8103h}3)(B) jor the disclosure of any
relurm or relurn {n‘crnation (within the
meaning af section §103/bJ) rrlating (o such
person.

“tB) TXRMTNATION.—A Justice Department
referral shall cease Lo de (n effect with re-
spect L0 a person when—

“(1) the Attorney General notifies the Sees
retary, in wriling, that—

“(1) he will notl prosecutle such person for
any affense connected with the scdministra-
tion or enforcemen! of the internal recenus
laws, -

“(I11) he will not authorize a grand fury in-
vesligation of such person with respect to
such an qoffense, or

(111} he wi disconlinus such ¢ grand
Jury investigation,

“(ii) a final disposition has been made of
any criminal proceeding periaining lo the
enforcement aof the {nternal revenue laws
which was inslituled by the Allorney Gener-
el againat such person, or

“{tit) the Attorney General notifles the
Secretary, in writing, that he wiil not pros-
evatle such perion for any qffense conaected
with the administrgtion or enforcemerlt aof
the internal reveue latrs relating to the re-
quest described in subparagraph (A)(ti)

“({3) TAXABIE YEKARS, BTC., TREATED SEP4-
ratxLY. —Fo7r purpases of this subsection,
each taxadle period (or, Uf there s no larable
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period, each tarabie event) and each taz im-
posed by a separale chapler of this title shald
rately.”

regted sepa |
> llbl ErrscTrve Darr.—The amendmenis
nade by subsection (a) shall take effect 0B
the day afler the dals of the ensciment of
this Act . s
SuBTITLE BE— WITHROLDING ON PENSIONS AND
. OTRER RETYREMENT [NCONME .

N PENSIONS, ANNU-

$EC. 808 WITHEOLDIVG 0% TAIN OTHIR DE.
. PRRRED INCOME.

(a) Ly Gawmas—Chapter 24 (relating to
collection of incoms tax Gl S0UTCe OR wages)
is amended by adding ot the end herea/ Lhe
followring netw section’
~SEC. 3¢05. SPECIAL RULES FOR PENSIONS,

ANNUITIES, AND CERTAIN OTHER
DEFERRED INCOME.

“({a) PXN3IOXNE, ANNUTIIXS, ETC.—

“(1) WITHHCLDING 48 IPF PAYMENT WERE
7aGe2.—The payor of any periodic payment
‘as defined in eubsection (d)(2)) shall with-
told from such payment the amount which
would be required to be withheld from such
payment {/ such payment were a payment of
wages by an empluyer Lo an employee for the
1ppropriale payrol period.

*{2) ELECTION OF NO WITHHOLDING.—AR iR~
iividucl may elect to have paragraph (1)
rot appiy with respect lo periodic payments
made to such individual Such an election
whall remain in effect uatil revoked by such
individual

“(3) WHBN ELECTION TAEES SFPECT.—ANRy
slection under Lhis subsection /and eny rev-
acation of such an electiont shall take effecd
33 provided by subsection (f)(3) af section
3402 for withholding exemption certificales.

“(4) AMOUNT WITHHELD WHERE NO W THIIOLD-
WG KXEMPTION CERTIFICATE [N KXFTECT.—In the
case of any payment with respect to which a
withholding exemption certicate {2 not in
effect, the amount withheid under para-
graph (1) shall be determined by (reating the
payee as @ married individual claiming 3
withholding exemptions.

“(d) NONPLRIODIC DISTRIBUTION. ~—

“f1) WrTHHOLDING.~The payor of any non-
periodic distnibutton fas defined in subsec-
tion (d)¢3)) shall withhold frum such distri-
butiom the amount determined under para-
graph (2),

“(2) AMOUNT OF WITHHOLDING.—

“(4) DISTR/IBUTIONS WHICH ARE NOT QUALI-
FIED TOTAL DISTRIBUTIONS.—In the case of any
ronperiodic disiridbution which i3 nol a
qualifted total distridution, the amount
withheld under paragraph (1) shall be the
amount determined by multiplying such dis-
tridution by 10 percenl

“{B) QUALIFIED TOTAL DISTRIBUTIONS.—In
the case of any nonperiodic distridbution
vhich i3 @ qualified total distridution, the
gmount withheld under paragraph /1) shall
be determined under tables (or other compu-
tational procedures) prescrided by the Secre-
tary which are bazed on the amount of tax
which would be tmposed on such distridbu-
tion wnder sectiom 402fe) {/ the reciptent
elected o treat such distridution a3 @ lump-
sum distribution (within the meaning of
section 402/e)(4)(A)).

*“I1C) SPECIAL RULE FOR DISTRIBELTIONS BY
REASONS OF DEATH.—In lhe case of any distri-
dution deseribed {n sudpareraph B) from
or under any plan or contract described in
section 401(a), 403fa), or 43316} which {8
made by reason of @ participant’s death, the
Secretary, in prescriding tobics or proces
dures under parcgraph (1), shall take into
account the exclmston from [row {ncome
provided by section 101(d) (whether or not
allowable).

“13) ELECTION OF NO WITHHOLDING. —

“{A) IN GEnERAL —An Indiv:dual may elect
not to have peragraph (1) apply with respect
tc any nor. periodic distridbuticmn
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“(B) SCOPE OF ELECTION.—AR election
wnder sulparagraph (A)—

“t{) except as previded iR clause (11), shall
de on a distridution-dy-disiridution basis, or

“(it) to the extent prorided in regulations,
may apply Lo sudseguent mnongericdic distri-
dutions made by the payor lo the peyes
under the samne arrangement.

*“f¢c) LisBrL:TY FOR W/ THHOLDING.—

“f1) In GENERAL.—Except g3 provided tn
paragraph (2}, the payor of g designated dis-
tribuiton fas defined in subdsection (d)(1}))
shall withhold, and be liadle for, payment of
the tax required to B2 withheld under this
section,

“42) PLAN ADMINISTRATOR LIARLE 1N CERTAIN

“(A) In oxaERAL ~In the c13e of any pla
to which this paragraph applies, paragraph
(1) shall not apply and the plan ad ministra-
tor shall withhold, and be ligbie for, pay-
ment of the taz unless the plan ad mintstra-
tor—

“{{} directs the payor to withhold such tas,
and

“{il) provides the puyor with such infor
mation as the Secretary may require by reg-
ulations

“(B) PLANS TO WHICR PARAGRAPR APPLIER —
This paragraph applies to any plan de-
scrided in, or which at any {ime has been de-
termined Lo be descrided irn—

“(1) section 401(a),

“(14) section ¢03/a), or

“(i11) section 301(dJ) of the Tar Reducliom
Act of 1975,

“¢d) DErZINTTIONS AND Srgcial Rurrs.—Ffor
purposes of this section—

“(1) DESIGNATED DISTRIBUTTON.—

‘“C4A) In grvNERat.—Except as provided in
subparagraph (B), the term ‘designated dis-
tridution’ means any disiridutiom or pap-
ment from or under—

“{1} ar employer deferred compensalion

plan,

“{i{) an individual retirement plan (as de-
fined in section 7761(alt137/), or

“(i11) a commercial annuity.

“(B) EXCEPTIONS.—The term ‘designaled
distridution’ shall not include—~

“f{) any emount wAicA is wages withoul
regard Lo this section, and

“1i4) the portion aof a distridution or pay-
ment which it 15 regsonadle Lo believe is not
fncludidle in groes income.

“t2) PERIODIC PAYMENT.—The term ‘period-
{c payment’ means a designated distribu-
tion which ts an annuily or similar periodic
payment.

“43) NONPERIODIC DISTRIBUTION.~—-TRe term
‘nonperiodic distridution’ means any derig-
nated distridution which {8 not a periodic

yment

“{4) QUALIFIED TOTAL DISTRIBUTION. —

“fA) IN asNERAL.—The term ‘qualified total
distridutlion’ meanz any distridution
which—

(1) i3 g designated distridution,

“(1i) it (s reasonalile to delteve is made
within 1 tazable year of the reciptent,

“(1i{) is made under a plan dcscrided {n
secticn 421(a), or 403/a), and

“fiv) consists of the balance to the credit
af the employce under such pilan.

“(B) Srecial, RULS rOR ACCUMULATED DE-
DUCTIBLE EMPLOYEE CONTR!BUTIONS.—FOr pur
poses of sudparagraph (4), accumulated de-
ductible employee contridutions (wilhin the
rieaning qf sectiom 7:10/(51B)) shall be
trealed separately in determining {f (here
has bern a qualified Lotad distridution

“15) EKMPLOYEIR DEFERALD COMPINSATION
PLAN.—The termn ‘employer deferred compen-
salion plan' means any pension, annuily,
profit-sharing, or stock bonus plan or other
plan deferring the rececipt of compensclion

*t8) COMMYRC:AL ANNUITY.—The term ‘come
mercial annuily’ means an annuily, endow-
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ment, or l{fe insurance controct (ssued by
an fnsurance company leensed to do dusi-
rias under the laws of any Sicte

“I7} PLAR ADMINISTRATOR.--The term ‘plan
administrator’ has the meaning given such
term by section 414/g).

“(8} MAXIHUM AMOUNT WITHNRLD.—The
maximum cmount (o be withheld under this
gection on any designated distridbution shall
not exceed (he yum af the amount of money
and the fair market value of other property
fother than employer securilies af the em-
ployer corporation (withia the meaning of
seciiom €02/0)(3))) received {n the distridu-

NO.

*“¥5} SEPARATE ARRANGERIENTS TO BE TREATED
gEPaRaTELY.—If the payor has more than §
arrangement under which designated distri-
duttons may de made (o any {ndividual
ench such arrangement shall be treatec tepa-
rately,

(10} TIME AND MANNER OF ELECTTON, —

“(4) In OENERAL.—AnYy election and any
revocation under this secticn ahall be made
at such time and in such manner as the Sec-
retary shall prezcride.

“(B) PAYOR REQUIRED TO NOTIFY PAYRE OF
RIGHTS I'C £LECT.~—

“(1) PERODIC PAYXENTS.—The payor of any
periodic paymeni—

“t1) shall transmit Lo the payee notice aof
the right o make an election under subsec-
tion (a) not ec -{ier than 8 months before the
Arst of such gaymenis and not laler Lwan
when making the first of such payments,

“t11) 48 such a notice is not transmitied
under subclause (1) when making such first
payment, sheld transmit such a notice when
making such first payment and

“tI11) shall transmil to payees, not less fre-
quently than once each calendar year, actice
af their rizhts to make elections under .ud-
section (a) and Lo revoke such elections.

“(t4) NONPSRIODIC  DISIRBUTIONS.—The
payor of any nonperiodic distridbution shall
transmil to the payee notice of the right to
make any election provided {n subscction
(b) at the time of the distriduttion for at such
egriier time as may be provided tn regula-
tions).

*“t114) NOTICR.—Any nolice transmitted
pursuant to this subparagraph shall be in
such form and contain such informalion as
the Secretary shall prescride. .

“t11) WITHHOIDING INCLUDES DEDI:CTION.~
The terms “wi‘hholling’, “withho!d', and
withheld’ include ‘d-ducting’, ‘deduct’, and
‘deducted’

“fe) WrrHoL g To Bx TREATED A8 WGk
Wrnmnvoroing  UNDER  SECTION 3472 FOR
OTHER PURPOSSS.—FoOT purposes uf this chap-
ter (and 30 much af subtitle F as relales to
this chapter)—

“(1) any designated distridution (whether
or Rot an election under this section applies
to such distridution) shall be treated as {/ i
were wages paid dy an emplover to ar em-
ployee with respect to which there has dbeen
withholding under section 3492, and

“t2) in the ccse nf any designatled distridu-
tion not sudject to withholding under this
section by reason of 1n elecltion under this
section, the amount withheld shall be treat-
ed as zero.”

(b) Frunvo or R&PORTS.—Section 5047 (re-
luting to informalion concerning certain
trusts and annuily and bdond purchase
pians) {8 amendad by redesignating rudeec-
tion fe) as subsection (f) and by inserting
after sudsection /d) the following new subd-
section -

“fe}) REPORTS SY EMPLOYERS, PLAN ADMINTS-
TRATORS, ETC.—

“(1) IN oZNTRAL—TRE Secretary shall dy
formas or regulations require that—

“(A) the employer maintaining, or the
plan admintstrator (within the meaning af
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oeclion d14(g)) of, a plas ‘rom twhich desty-
raled distridutions (a3 defined in section
3405(dJ(5)} may be made, ard

“(B) any person {ssuing eny contract
under which designated distributions (as a0
defined) may be made,
make reiurmns and reports regarding cuch
pilan for conlract) to the Secrelary, to the
pariicipanis and beneficiaries of such plan
for conlract), and to such colher persons a8
the Secretary may by regulations prescride .

*(2) FORM, ETC., OF RZPORTS.—Such reports
shall be in auch form, made al guch tims,
and conlcin such information as Lie Secre-
tery may prescribe by forms or regulations.™

(c) PenaLTY FOR Fannurg To Kzsp RECORDS
Nrcessary To ConpLy Wrrn REFORTING R3-
QUIREMENTS CP SECTION 6047(e).—

(1) IN GFNERaL. —Subchapter B of chapter
88 (relating to assessable penallies) 4
amended by adding al the end lhereaf the
Jollowing new sections
“SEC. 6704. FAILURE TO REEP RECORDS NEC-

ESSARY TO MEET REPORTING R2-
QUIKEMENTS UNDER SECTION
80¢71e).

“fla} LIASILITY POR PENALTY.—Any person
who—

“f1) hes a duty to report or may Rave g
duly to report any information under sec-
tion 6C47ivi, and

“127 fails to kecp such records as smay be
required by requlations prescribed under
section 6047(e) for the purpose of providing
thr necessary dcla base for etther current re-
porting or future reporting,
shall pay @ penalty for each calendar year
Jor which there 12 any fatlure to keep such
recorcs.

“(b) AMOUNT OF PENALYTY.~—

‘“41) IN GENERAL—The penally of amy
person for any calendar y=ar shall dbe 850,
multiplird by the mumber aof individuals
wilh respect to whom such failure occurs in
such year.

“(2) MAXIMUN AMOUNT.—The penalty under
this section Qf any person for any calendar
pear shall not exceed $50,000.

(¢} EXCEPTICONS. ==

“t1) REssSONAELE CAUSE.—No penally shall
be imposged by this section o any person for
aeny fatlure which 1s shown Lo be due Lo rea-
sonadle cauce and not to willful neglect

“f2) INABLLITY TO CORRECT PREVIOUS Pill-
URE.—NO penaliy shall dbe tmposed dy this
section on any failure by ¢ person {f such
Jailure 4 attributadle o a prior fellure
whirh has deen ponaitzed under this gection
and with respect to which the person Aas
made all reasonable wm 8o correct the
Jatlure.

“13) Pre-1982 ranLtrzs.—No penally ghell
de imposed by this section on any person for
any feilure which is attridbutable to a failure
occurring before January I, 1883 { tre
person has made all reagonadle efforis to
correct such pre-1983 falluve.”

(2) CrLxricAl 4WENDMENT.—The table af sec-
tions for subchapter B of chapter 63 &
amended by adding at the end thereaf the
Jollowing new section

“Sec. 8704. Fallure Lo keep records necessary
to meel reporting requirements
under section 8047(e),”

(d) CooRDMATION Wrrit Wurowrary Wriss-
HOLDING OF CERTAIN PAYNENTE OTHER THAN
Waass. —Subscction (o) af section 3402 (ro-
lating to extension of withholding to certain
payments other than wwages) 0 amended dy
adding at the end thereas the following new
paregruph’

*“(8) COORDINATIOR WITH WITHROLD/NG OfF
DRIIGNATED DISTRIBUTTONS UNDER BOCTION
3405.—This subsection shall sot am:ty to any
amount which {8 ¢ designated distribubion
(within the meaning qf section 8405(d)(31)."

-
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{e} ErrecyTvE D4TRS. —

(1) AMENDAENT MADE BY OUBSECTIONS (G)
4KrD (d).—Ezcept as provided in paragraph
{6/, the amendment made by subsections (a)
and /d) shall apply to payments or other dis-
tributiopg made afler December 81, 1682

{2) AMANDMENTS HADE BY SUBEECTION (b).—
Xzcept as provided tn paragraph (4), ths
amendmenia made dy subszecifon (d) shall
take effect on January 1, 1982

(3) AMENDMENTS MADE BY BUBSECYION (Ch—
The amendments by subseclion (c)
shall take effect os January 1, 3085.

(4) PERIODIC PAYMENTS DEGINNING BEFORE
JANUARY 1, 13a3.—Por purposes af section
3405(a) of the intermal Revenue Code aof
1954, in Lre case of periodic payments begin-
ring defore January 1, 1983, the first period-
{c payment after December 31, 1982, shall b
treated as the first such pericdic payment.

(5) Dgiay t# APPLICATION.—The Secretary of
the Treasury shall prescride such regulations
which delay (dut not deyond June 30, 1883)
the epplication of some or all of the amend-
menis made by this section with respect Lo
any payor uniil such time az such payor s
able {o comply without undye hardship with
the requirements of such provisiona.

(6) WarvER Or pPENALTY.—NoO penally shall
be essessed under gection 6672 with respect
{o any fallure to withhold as required dy the
emendments smade by thiy section {f such
Jailure was before July 1, 1883, and & the
person made a good failh effort to comply
with such withholding requirements.

SEC. 335. PARTIAL ROLLOVERS OF IRA DISTRI-
BUTIONS PERMITTED.

{a) GFNTRAL RULE. —

(1) Paragraph (3 af eection 408/d) {s
amended by adding al the end thereqs the
Jollowing new subparcgraph’

“{C) PARTIAL ROLLOVERS PERMITTED,—

“{t) ° GENESRAL—If any amount paid or
distritned oul of an {ndividual retirement
account or individual retirement amnuity
would meet the requirements af subdpara-
graph (A} dut for the fact that the ewtire
amount was not paid tnto gn eligidle picn
as required by clause (1), (11), or (1i1) of sud-
paragraph (A), such amount shall be treated
a8 meeting the requirements of sudparc-
greph (A) to the extent it {8 paid into an elf-
gible plan referred to tn such clause ot
later than the 60th day referred (o in such
clause.

*“({{) ELroIBlLE PLAN.—For purposes aof
clause (4), the term ‘eligidle plan’ means any
account, annufty, bond, contract, or plan re-
Jerred to 4n subdparagraph (4).”

(2) Paregraph (3) af sectiom &090d) {s
amended by edding al the end thereqaf the
Jollowing new subparagraph’

“UD) PARTIAL ROLLOVERS PERMITTRD.—Rules
similar to the rules af sectiorn 408(d)(8)iCJ
73{ apply jor purposes af sudparagraph

(d) Errscimz Datk—The amendments
made by sudsection (a/ shall apply to distri-
dutions made after December 32, 1982, én
taxadle years ending after such datls.
Susrmniz - P—-Tramzicrrons Ovrams TR

Unrrxp Srates ok InvoLvING ForzraN Paa-

BONZ
88C. 336. JURISDICTION OF COURYT AND BF-

PORCEMBNT OP B8UMEIONS IN
CASZ OF PRRSONS RESIDING OUT-
BIDE THB UNITED 8TATES.

(a) Og~ErRAL RULE.—~Subsection (a) of coo-
tion 7701 (relating to definitions) L asnend-
ed by adding al the end thereaf the following
new parogroph’

*“(38) PERSONS RERIDING OUTSIDS UNITRD
grares.—1f any citizen ov resident of the
United States does nnt reside in (and 45 nat
found i) any Usited States sudiclal dio-
grict, such citizen or resident ehall &s troaled
g3 residing tn the District ¢f Columbia jor
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purposes of any provision q/ this title relat-
ing to— -

“{A) Jurisdiction aof courts, or

“(B) enforcement of sumrions

) EBrrscrivE Darz.—The amendment
made by subsection /a) shall take effect o
Uwuym:rvndauqlvuuactmtqf
this Aet
SEC. 337. ADMISSIBILITY OF RVIDENCE MAIN-

YAINED IN PORKIGN COUNTRIZS.

fa) Gewenaz Rure —Part I11 of subchapter
N «f chapter 1 (relating Lo income from
courves wiltkoul the United States) fde
amended by adding al the end thereqf the
Soliowing new subdpart.
“Subpart I-Admissidility of Documentation

Maintained in Foretgn Countries

“Sec. 982. Admissidility of documentation
mainlained fn jforeign coun-
tries. .
“SEC. 382 ADMISSIBILITY OF DOCUMNENTA-
TION MAINTAINED IN FOREIGN
COUNTRIZS.

"{al GrnvzraL RuLx.—lf the tarpayer fails
fo substantially comply twith any formal
document request arising outl of the exami-
nalion af the tar ireatment aof any item
(heretnafler in this section refernd to as the
‘examined {tem’} defore the 80th day after
the date of the mailing qof such request on
motion by the Secretary, any court Aaving
Surisdiction of a civil proceeding in whicA
Qe tax treatmen! of the examined item 13 an
1{ssue shall prohidit the {ntroduciton dy the
taxpayer of any foreign-bDased documente-
tion covered by such request .

“(b) REasoNasLs Causg EXCEFITON, —

*“(1) In GENERAL. —Subsection (a) shall not
apply with respect to ary documentalion {/
ke torpapey estadlishes that the fallure to
provide the documentation cs requested by
the Secretary s due to reasonable couse.

“12) FOREIGN NONDISCLOSURE LAW NOT REKA-
SONABLE CAUSE.—For purposes qf paragraph
(1), the fact that ¢ foreign furtsdiction
would impose a civil or criminal penally oR
the tarpayer (or any other personr) for dis-
closing the reguested documentation &2 not
reasonable cause.

“(c) Forral DOCUNENT REQURSY.—FoOr pur
poses af this section—

“(1) PORMAL DOCUMENT REQUEST.—The term

dures Rave falled to produce the requested
documentation) for the production of for-
eign-daced documentation tohich 45 matled
by repistered or cert{fied mail to the tarpay-
e7 at Ais last known eddress and tohich sets

Sorth—

“(A) the time and plecs for the production
af the decumentation,

“(B) @ statemaent af the reason the doct-
mentlation previously produced (Y any/) {8
ot suficient

“(C) & Wlo- aof the dxumtcaou
being sought, and

*“{4) In osNERAL —NoboliAstanding any
omeruworrukqfksm any gevoon €0

guest

“(B) JunmprcyvoN.—The United Statlas dis-
frict court for the district tm which the
person to tohom the jomnal document r-
quest &0 matled) resides or &4 found shall
Raos Jurisdiction fo hedr @GRy proceeding
droughs under subparcgrapd (AL 4a ordev
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denying the pelition shall be deemed & final
order which may be appeaied :

“(C) SUSPENSION OF $é-DAY PERIOD.—THhe
ruxaing af the 90-day period referred to in
subsection (a) shall be suspended during
eny period during which a proceeding
brought under sudparagsraph (4) pending.

“(d) DEnNTTIONS AND SPECIAL RuULES.—-FOT
purposes of this section—

“(1) FORKIGN-BASKD DOCUMENTATION.—-The
term foreign-based documentalion’ means
arny documentation tAich is owutside the
Uniled States and which may be relevent or
material to the tax trealment af the exam-~
ined item.

“(2) DOCUMENTATION.—TRe term ‘documen-
tation’ tncludes dooks and records.

*“(3) FOREIGN-CONNECTED.—AR ileTs shall be
treated as foreign-connected {f—

“(A) such ilem {3 directly or indirectly
Jfrom a source outside the Uniled States, or

“IB/ such ttem (in whole or in part/—

“1i) purports to arise outside the United
States, or

“(iV {3 otherwise dependent on transac-
tions occurring outside the United Stales

"“{4) AUTHORITY TO RXTEND 30-DaY PERIOD.—~
The Secretary, and any court havizg furis-
diction orer a proceeding under subsection
{c)(2), may extend the 90-dcy period referred
to {8 sudsection /a).

“le) SUSPENSION OF STATUTE OF LINrTa-
ross.—1f any person takes any action as
provided {n subsection (c/(2), the running af
any period of limitations under seclion 6501
(relating to the cssessment and collection of

tax) or under section 6531 frelating to crimié-

nal prosecutions) with respect to such
person shall be suspended for the period
duning thich the proceeding under guch
‘subsection, and appeals therein, cre pend-
ing. "

d) CLERICAL AMINDMENT.~The tabdle of sub-
parts for pa:t 111 of subcharter N of chapter
1 13 amended by adding at e end thereqf
the felowing new ftem.

Suwdpart L Admissidility of documentation
mainlained sn foreign coun.
tries”

(¢c) ErvecTrve Dare.—The amendmen's
made by this section shall apply with respect
o formal document requests (as defined in
section 982/ci1) af the Internal Revenus
Code of 1954, as added by this rection)
maied after the date of the enactient of
this Act.
8EC 138 PENALTY FOR FAILURE TO FURNISH

INFORMAT/UN ¥ITH RESPECT TO
CERTAIN FOREIGN CORPCRA-
TIONS.

{a) I¥ GENERAL. —Section 8038 (relating to
informatlion w1tk respect to certain Joreign
corporalions) (s amended dy rvdesignating
subsections d), (c), and ‘d; as subsecticns
feh (d), and (e). respectively, and dy insert-
ing afler sudscction faJ) e sollowing new
subsection:

“{d) DotLax PENALTY FOR FULUKE To FUR-
3N INPORMATIC Y, —~

1) INn GanxraL.—If any person fails lo
furnish, tw1thin the time prescribed under
paragraph (2) af subsectiun fa), any infor
mation wilk respect to any foreign corpora-
tion required undev paragraph (1) of sudsece
#ion 1a), such peson shall pay a penalty of
81,000 for each annual accouating period
with respect Lo WRICA such fallure crists.

®(2) INCREASE IN PENALTY WHIRE Fi/LURE
CONTINUES AFTER NUTIFICATION.—f any fcilure
descrided in pcragmaph (1) cont:nues for
more than 90 days aster the day on whicA
the Secretary mails notice of such fatlure (o
D United States pemon, such person shall
8y 6 penally (tn addition to the amcunt re-
guired under parigraph (1)) of $1.000 for
osch Joday period for fractiom thereqS)
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during which suck fatlure continues with re-
spect (o any annual accouniing period afier
the expiration of such 30-day period. The in-
crecse in any penalty under this peragraph
&hall not exceed 824,000.° B

d) Coorormarron Wirw Exrsrivo Rezpuvoe
0N IN Forzran Tax CREDIT.—Subsection fe)
of section 6038 (as redesignated oy subsec-
tlon (a)! is amended—

(1) by {rserting “and subsection b} afier
*subsection™ in paragraph (3)(B), and

(2) by redesignaling paragraph (3) as
paragraph (4) and by nserting after parG-
graph (2) the following new paragraph’

“(3) COORDINAT:ON ®ITH BUBSECTION (D).—
The amount of the reduction which (dut Jor
thiz paragraph) would be made under para-
graph (1) with respect to any annual ac-
counting period shall bde reduced dy the
emount af tAe penally imposed by subsec
tion (b) with respect !0 such period. ™

(c) TecHNrCAL AMENDMENTS, —

(1) The subsection heading of subsection
(c) of section §038 ‘a3 redesignated by sud-
section (as) {8 amended to read as joillows:

“le) Pl'.I.VALTY or Reptrinag ForRkIGN Tax

(2) Paragrcph (1) of section 8038(a) i3
amended by siriking oul “within the mean-
ing af subsection (di1)” and inserting in
liew Mcrecsf “within the meaning aof sudsec-
tion (e)(1)",

(3) The last sentence of paragraph (1) of
section 6§238/c) (as redesignated by subsec-
tion fa)) i3 amended by inserting ‘“‘af such
Jatlure” a/ter “notice™

() Errscrivy Darz.—The gmendments
made By this section shall apply with respect
Lo informaticn for annual accounting pert-
0dJ ending ater the date of the enactment of
this Act
8EC. 338, INFORMATION REQUIREMENTY
WITH RESPECT TO CERTAIN FOR-
EIGN-OWNED CORPORATIONS.

(@) GxnEraL RULE.—Subpart A of part It
of subchapter A of chapter 81 is amended oy
inserting after section 8038 the Jollowing
new section”

“SEC. 00J8A. INFORMATION WITH RESPECT TO
CERTAIN FOREIGN-OWNBD (COB-
PORATIONS.

“(a) REQUIREMENT.~ If, at any fme during
@ taradle year, @ corporaticn (herefnafter (n
L1ts section reerred to as ths ‘reporting con
poration’)—

“(1) 13 @ domestic corporation or is @ for
elgn corporaticn engaged én trade or busi-
Ress wiNin the U'nited States, and

21 {8 cnirolled by a foreign nerson,
such corpu~ation shall furnish, @t such time
and in sush maganer as the Secretary shald
by regulations prescribe, the tnformation de-
scrided in subsection b)), '

“1d) REQUIRED INPORMATTON. —For Purposes
of subsection (a!, the information described
in this sudsection ‘s such fnformation as the
Secretary r.ay prescridbe by regu'a‘tons relat-
fnyg to— .

“(1) the name, principal place of dustness,
nature of dbusi~css, ad country or couriries
IR which organized or resident, of each cor
poration wiich—

“I14) i3 @ member of the same controlled
group as ‘e reporiing curporation, und

“IB) had any t~qi1saction with the report-
ing corporalinm w11 (ty tarable year,

“(2) the manner 11 wRich the reporting
corporglion s rel'+d (0 each cvrpuraiion
referved to in pasc.-:ph (1), and

“13) transactions between Lie reporting
corporalion and cich Sorelgm curporation
vAich (3 @ mender of Lhe saume conlrulled
group as !Ae repcrti g Corporution.

“tc) DENAITICNS. —FOr purposes af this sec-
tion—

“(1) CoNTROL.—The term ‘control’ Aas the
meaning giren (o such Llerm by section
6038(dJ)(1); except that ‘at least 50 percent’
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shall be substituled fur ‘more than 50 pen
cent’ each place §t appears wn such section
*12) CONTROLLED GROUP.—The term ‘com-
trolled group’ rieans any controlled group of
corporations within the mzaning af section
15831a); except that—
“(4) ‘at least 50 percent’ shall be substitut-

“ti) for ‘at least 3¢ percent’ each place it
eppears {n section 1583(a/(1), and

“Ii4) for “nore than 50 percent’ each rlace
it appears in secticn 1563(ai(24%3), and

“1B) the determination shell be rmade
ofthout regard to subseciions (qiid) and
{e)(3)(C) of section 1562,

“t3} FORZIGN PERSON.—The term Soreiom
PETIOR’ Mcans any person who {3 not g
United States perscn. For purposes of the
preceding senlence, the term ‘United Stgles
peron’ has the meaning given Lo such term
Oy section 7701/ai(30); except that a1y ind¢-
vidual who {3 4 citizen of any possession of
the United States 'but not othrrrite a cits-
2en of the United States’ and who is not a
resident of the Us.ited States shall not be
treaicd as g United States serzon

“1d) PvaALTY PO FarLURZ TO Fur'nsw Iw-
POPMATION, = :

“(1) In oxnERAL - & reporting corpora-
tion ‘11ls to furntsh (wAlhin the time pre-
scribed by reyulations) any {r ormation de-
scrided in subsection (b), such corroration
shall pay a penalty of £1,000 for each laz-
able year «ith respect to phich such Jailure
occury

“(2) INCREASE IN PEXNALTY wWHEZRE FALURE
CONTINUES AFTER NOTIVICATION.—If a=;, foilure
described in paragraph (1) contt-iyes Jor
more than 99 davs after the day <n which
the Secretary matls notice of such failure to
the reporting corporation, such corperation
shall pay & penally (in addilion to the
amount required under paragrapA (1)) of
81,000 for each 30-day period for Aaction
thereaf’ during which guch faulure cont:nues
after the expiration af such 90-Acy period
The increase in any penalty under (his para-
graph shall not exceed £24,000.

“t3}) REZAIONABLE CalsE.—For purposes of
thiie sudsection, the !ime prescribed oy reou-
lations o0 furnish information /znd the de-
ginntg of he 99-day period afler notice by
the Secretary) shall be t-cated as not eari:er
IAGR (he lost day on phich ‘as thown to the
salfafaction of the Secre:ary) reasonable
cause esisted for fatlure to surnish the fv/on
maltion.

*“(e) CRUSS REVERENCE. —

“For prosihm rleting riminal poacliin for veclaien of

tian, us wsriam 7203, "

0} CreriCAL AMsNONMENT. — TN lable af sec-
tlons for subpart A cf rut 11! of subchazler
A of chepter 81 o a~rndnd Ov 1nserting (he
Sollowtng nes iters after 'he t1icmn relsting o
section $238: a

“Sec. §VI8A. IMformaiin wi'A o pect to cen
latm fore:gv-owned corpora-
(tony.”

fc) Freverive Darv —The amendmen!s
made by this sectiom sa il cpply to taradle
¥ea3 beginatag qter Do s ader 37, 1982,
SEC. 340. RETURNS RITH K:SPYCT TO FOR
LIGN PERSCN4L HOLD NG CUM-
PANIZS.
fa) GEvERAL RUTE. ~Section 6025 {relating
lo retury of officers, directors and sha re-
Aoiders of foreicm pe-scicl houding comza-
nics/ 13 :meaded to read as . ry
“SEC. 87)% RETURNS CF CAMFICLRS, . 'exC.
TORS, AND SHAREHOLDI s OF
POREZIGN  FrR5UNAL HULDI!NG
COMPAN £S5
“la) GEvERAL Ruirg.—Fach United States
citizen or restdent who 15 an flicer, direce
tor, or 10-percent shareholder of a corpora-
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which was a foreign personal Aolding
pany fas defined in section 552/ for any

. 2 year shall file @ return with respect
wh tazable year setting forth— '

1) the shamholder {nformation reguired
ubsection /b, .
2) the income informatios reguired by
ection 1¢), and

1) such olier infermalion toith respect

«h corporation as the Secretary shall by

2 or regulalions prescribe as mecesoary

urryring out the purposes of this title,

b5)  SH4REIHOLGZR  INYORMATION.—TAs

eholder informalion required dy this

wetion with respect Lo any targble year

! he—

{) the name and address of each person
at any time during suck tarabdle year
any share in the corporation,

!) a description of ecch class of shares
the lotal number of shares aof such class
‘anding at the close of the tazabdle year,
1) the number of shares of each class
by each person, and
') any changes in the holdings of shares
ng the taxclle year.
vurpcses of paragraphs /1), (3), end (4),
‘erm ‘share’ includ.s any securily con-
ble into c share in the corporation and
uplion granted dy the corporation with
:ct Lo any shara in the corporction.

"+ INCOME INFORMATION.—The income in-
ation required dy this sudsection for
taxable year shall be the gross iicome,
clions, credits, tarable income, and un-
duled foreiyn pe~sonal Rolding compa-
wome cf Lie corporalion for the laxable

1) T:ME 4%0 MavvER POR FURNISHING IN-
wnoes.—7re information required
' subseciinn /a) shall te furiisted at
time and in 3uch manner as the Secre-
shall by jorms and regulalions pre-
.
7 DEFINITION AND SPECIAL RULES. —
} 10-PERCINT SHAREZHOLDRR.—FOr pur
i of this sectiom, the term ‘10-percent
sholder’ meins any individwal who
direc!ly or tndirecly (within (he
1y of seciion 534/ 10 percent or more
Uue aof !ne oulatending stock of a for-
cuerporgtlicm
'+ TIME FOR MARIMO DETERMIRATIONS. —
) IN CiNTraAL. —Excepd as provided im
iragrooh (B), the drterminaliomn of
“er any person is an «/ficer, director, or
~<exrt shureholder wwn respect lo any
m corporulion shall be made as of the
on vhich (he return is required to be

1} Seecrar rina.—-If efter the applica-
of sudparipraph (A) no person iz re-
q 10 Jiuie a relurn wnder subseetion (o)
mesvect (o any foreigm corporation for
tarchie gear, the determination of
ke~ nny person i &n officer, direclor, or
reent xhareholder with respect to such
v ocorporatior thall be made on the
lay of such tarable yeay on whick there
tuch a person who was 8 United States
™ oor resident.
! 2 OR MORE PERSUNE REQUIRED TO PUR-
INPORVATION WITH REBPECT TO SAME FOR-
CURPCRATION.—Tf, but for (Afs pcra-
. & = more persons would be required
= st riformalion under subsection (a)
respret to the same foreigm corporation
¢ rxme larable year, the Secretary may
inms provide thal sucR informa-
# required only from 1 person.”™

SATTON OF PINALTY.—

ssrction fe) af section 6679 (s
-3 by strting out "“yection 6046 and
. 'n il thereaf ‘“‘section 6035 or

“{ion heading for section 6679 i3
. mead as foldowe:
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"SEC. €6T9. FAILURE TO FILE RETURNS OR
SUPPLY INPORMATION UNDER
SBCTION 6028 OR 8044."
(3) The ttem relating Lo section 8679 in the
tedie of sections for subchapler B of chapler
88 s amended to read as followa:

“Bec. 8875. Failure to file returmg or supply
information under section 803
or §044." .

fe) Ervscrive Dare.—The amendment
made by this seclion shall apply lo tazable
years of foreigR corporations Ddeginning
a/ler the dats o/ the enactment of tAis Act,
SEC 3L AUTHORITY TO DELAY DATE FOR

FILING CERTAIN RETURNS RELAT-
INQ TO FORKEIGN CORPORATIONS
. AND SORBION TRUSTS.

fa) Faorerast CORPORATIONS. —Subsection
(d) of sectiom 6046 (relating to time for
Jiling retusrns @s Lo orgenization or reor;a-
nization of foreign co-porations and a3 (o
acquisilions of thetr stock) is amended by
inserting bcfore the period at the exnd thercof
the following ‘“lor omn or before such laler
day as the S-cretary may by forms or regula-
tions prescribe)™.

(b} FOREIIN TRUSTS.—Sudsectton fa) of sec-
tiom 8048 (relating lo returns es to certain
Joreign trusts) is amended by inserting “ioy
on or defore such later day as the Sccretary
may by regulations priscrbe)” after “the
90th day™

{c) Errscrive Dare. —The amendnmernts
made by this section shall apply Lo returns
Siled after the date of the enactment of this
Act
SEC. 342 WITHHOLDING OF TAX ON NONRESI-

DENT AL'ZNS AND FOREIGN COR-
PORAT!ONS.

Not later than 2 years after 1he date of the
enactment of this Act. the Sccretary of the
Treasury or Ais delegale shall vrescnide regy-
lations establishing certtfication proce-
dures, refund procelures, or other prcce-
dures whicA ensure that any denefit of any
trealy rrlating to xillholding of tar ander
sections 1441 cnd 1442 of the Internal Reve-
nue Code of 1934 is arailadle onily Lo persons
entitled to snch benetit
SEC. M2 TECHRNICAL AMZXOMENT RELATING

TO PENALYIY UNDER SECTION
2064eh

fa) Grwret Rz —Subsection fe) af sco-
lion 905 frelating lo adjusiments on pay-
ment of accrued taxes) is amended by strik-
ing oul the last sentence.

(&) Errective Date—The amendment
made by subsection ‘¢) shall have the same
effect as if the lass sentence of section 905(¢)
had never becs enacted

SUBTIILE G—MODIPICATION OF INTEREST
PRrovisions
8EC. J44. INTEREST COMPOUNDED DAILY.

‘a) In Cengrar.—Subchapter C of chapter
87 (relating to determination aof rate of in-
terest) i3 amended by adding at the end
tRereof the followino new section”

“SEC. 6622. INTEREST COMPOUNDRED DAILY.

“la) Gexkrat Rurs.—In compuling (he
amount of any inlerest required Lo be paid
under this title or sections 1961ieH1) or 2811
af title 28, Umited Stales Code, by the Secre-
tary or by the tarpazev, ov &ny other
amoun! determined by reference lo such
amount of inlerest, such interest and such
amount s’ all be cempounded Aol

“1d) Excrprion ror PINALTY rom FAILURE
To Fus Estamerson Tax.—Subscchiom (a)
ahall not apply for purpos:s of compuling
the amount of any addition (0 tar under
section 6654 or §855.™

) CONFORMING ANESDMEINTS, —

11) Section 6s801te) (relaling to applicadle
rules) i3 amended by striking out paragraph
(2) and redrsignating paragrephs (3) and (4)
as paragraphs (2) and (3), respectively
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(2) The table af sections for subchapter C
of chapter @7 & amended by {nserting a/ter
scction 6621 the following new item

“Sec. 6622, Interest compounced daily.”

(3//A) The heading for subdchapter C of
chapler 87 {3 amended by inserting ~; Com-
pounding of Interest” ater “Rate”,

(B) TRe ilem relating to subchapler C in
the table aof subchaplers for chapter 87 s
amended by insert.ng = compounding of in-
terest’ after “rate”,

fc) Errscrive Dat—~The amendments
made by tAis seciicn shall apply to inlerest
accruiny aster December )1, 1982,

SEC. 345 DETPRMINATION OF RATE OF INTER-
IST V) BS MADE SEMIANNUALLY.
fa) IN Generar —Sulsection /bJ) of section
8621 (relating to determinalion of rate af in-
terest) s amend.d to read a8 follors:

“Id) ADrUSTWINT OF INTIREST RATE. —

“11) E3TABLISHMENT OF ADJUSTED RATR—If
the adjated pri:ne rate charg-4 by Banks
frounde.l Lo t).e nearest jull percetti—

“IA) during Lie 8-moniA psricd ending on
Septrnater 30 of a1y cale~dar ear, or

“(8) during the 3-month trrod ending on
March 3! of arYy caicndar year,
difjcrs [~om the int+~2ed rate in effect under
this vection on fiter such dale, respect: ze'y,
then the Secrclary shall eatotiich, witt-n 1§
days atrr the <'ise of the applicadle 6-
mo:ih period, an el x:ted ~cle qf interest
equcl Lo such adjusted prime rcte

“C2) EP¥ICTIVE DATE OF ADIUSTNEINT.—Any
adjuslcl rate of interest estadiresed under
pararraph (1) shail becowme elcctive—

“tA) on Jenuary 1 of L& succeeding sar
in the case of an a.i=3tment atlriduladlc lo
paracrash (1)(A), and

“(3) cn July 1 Gf the same year in the ccse

of an adjustment attributcdle fo
parogrephiINEL"”
(b)) ErrrcTive Darr.—Twe amendment

made by this section shail apply to adjxst-

ments ‘aking ¢ffect on January 1. (382.

SEC. 348. RESTRICTIONS ON PAYMENT OF iN-
TERESY FOR CRRTAIN PERIODX

(@) INTEREST WiTH RISPECT To DELINQUENT
ReTrsss. —Section 66111y  (relating (o
period for which interest on refunds is paid)
is amended dy adding ci the end thereof the
Jollowiny new paragraph:

‘“43) Laty®  RITURNG.—NotwitAstanding
paragraph (1) or (2} in the case of @ return
af tox which is filed aster the last dcte pre
serided for fling such return /(determined
with regard to extensions), mo interest <Aall
bde allowed or paid for any day before the
date on whick the return {s flled.”

1d) No INTEREST 1¥ RETURN NOT In PPOCES-
8/BLR FORNM. —Scction 8611 (relating to inter
est on overpaymentys) is amenied by redes-
ignating subdseclion (i) as sulsectrion /i) and
by adding afler subdsecticn 'hJ the foloxing
new subsection.

“ti) No INTerr v UNTH RXITURN IN PROCES-
3/8L8 FORM.—

“41) For purposes of subsartions 151/ 3), te),
and (h), a return shall not de treaisrd as flied
until il is filed in procesvidle form.

“(2) Fov purpcies of paragraph 1), @
relurs is in & procrisidle form {f—

“IA) such relurm is tiled em & permilled
Jorm, and

“tB) such return contains—

“(i) thre lo-rcyer's name, address, «nd
identi*ring nam:Ber and the required signa-
ture, and

‘1)  swicien? reguired tnformation
fwhether on Lhe returs or om required at-
tachments) Lo permit the mathematical ver
{fication of tax liaduity shoum on the
return.”

fc) MODIFICATION OP INTEREST 1N THE Cisy®
OF CARRYBACKS. —
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(1) OVERPA YNENTR, ~—
. (A) Paragraph (1) of section 6011(f) (reiat-
tng to refund aof income tax caused by carry-
bdack or gdfustment for unused deductions)
{9 amended by striking oul “the close af the
tarsble year™ and inserting in liew thereqs
~the filing dale for the taxable year”.

(B) Subparagraph (4) of aect:on 8611(/142)
43 amended bp striking out “the close o™
each place it appears ard inserting in lics
thereof “the Aling date for”.

(C) Subsection (f} aof vection 6811 f{s
emended by redesignaling paragraph (3) as
parugraph (4) and by inserting a/ter pore-
graph (2) the following new paragraph.

“(}) SPECIAL BRULEZS FOR PARAGRAPHS (1) AND

“(R) Fowno parz—PFor purposes of this
subsection, the term filing date’ means the
last date prescribed for filing the return of
taz imposed by sudtitle A for the tarable
year (determined withoul repard [o exten-
sions).

“{B) COORDINATION WYTH SURSECTION (€).~—

“(1) In GrysmaL.—FOR PURPOSES OF SUBSEC-
TION (E)—

“11) any overpayment descrided fn para-
graph (1) or (2) shall be trected as an over
peyment for the loss year, and

“{11) guch subsection shall be applied with .

respect Lo such overpayment dy treating the
utum/orﬂleloumrunotﬁledbdbn
claim for such overpayment iz filed.

“(ii) LOSS YRAR.—For purposes of this subd-
parugraph, the term loss year’ means—

“rl) in the case of @ carryback of & net op-
erating loss or net capital loss, the taradle
year in wAich such loss arises, and

“{Il) in the case of a credit carrydack, the
taxadle year in which such credit carryback
arises for, with respect to ery portion af a
credit carryback from a taxable year altrid-
sladle to a net operuting loss carrydack, a
capital loss carryback, or other credit carry-
dack from & subsequent tarable year, such
sudsequent tarable year).”

(D) Subsection (g} of =ectiom 8611 {g
emeded by striking out “the close of the
tazable year” and taserting {R lleu tAecreaf
“the A.ing dale /a3 defined in sudscction
(f2(31) for the tarable year®,

12) UNDERPAY MENTS. ~—

(A) Paragraph (1) of section 6601(d) (relat-
ing to income tor reduced dy carryback for
adyusimen! for certain unused deductions)
is amended by striking out “the la<t day of
the larable year” and fnserting in liey there-
of “the filing date for the taxable year”.

(B) Subparagraph (A) of section 6601idi(2)
s amended by siriking out “the a3t day of
the” each place it appears and inserting in
lieu thereaf ““the filing date for™,

(C) Subsection I(d) af sectiom 8801 fs
cmetded by adding atl the end thereqf the
Jollowing new paragraph’

“(4) FILING DaTZ.—FOr purposes of this sud-
section, the term filing date’ has the mean-
ing giten (o such tlerm by section
66 1(/1311R)"

(d) ErrecTive Dalzs. —

(1) IN GENERAL —The amendments made by
sudsections (a) and (b) shall apply to re-
turns filed after the 30th day after the date
of the enactment of this Act

(2) SctBsscrron  {c).—The amendments
made dy subdsection (¢) shall apply to inter
est accruing aler the JOh day after the date
af the enactment of thia Act.

SupTITLE H—TAXPAYIR SAFEGUARD
AMBNDMENTS
8EC. 347. INCRBASE IN CERTAIN EXEMPTIONS
' FROMLEVY.

fa) GeNZRAL RULE. —

(1) FUBL, PROVISIONS, FURNITURE, AND PER-
80NAL KkrrecTs.—Paragraph (2) of section
£334a) (relating to property m:empt from
- . amended by atriking oul “8500” cnd
tRaerting in lieu thereof 31,500
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{2) BOOEY AND TOOLE OF 4 TRADE, BUIINEZS,
OR pPrO7ESSION.—Paragraph ()) of section
6334/a) iz amended Dy striking out “$250*
and inzerting in lew tAereqf “31,000~

(3) WAQES, S4LIRY, OR OTHER INCOME.—
Paragraph (1) of seciion 6334/d) (relating to
exempt amounid of wages, salary, or other
income/ is amended—

{A) by striking out “$50 and inserting in
lteu thereaf “875", and

(87 by striking out 815" and {nserting in
liew thereqs 825"

b} Brrscrivk Dare.—The amendments
made by subzection (a) shall apply to levies
made after December 31, 1882,

SEC 348 REQUIRED RELEASE OF LIBN.

(a) Genzrat R118.—S0 much of subsection
fa) af section 6325 (relating to releass of
lien) as precedes paragraph (1) thereof fa
amended to read as follows’ .

“fa) Rerzasg or Lizn.—Subject lo such rep-
wlationg as the Secrelary may prescride, the
Secreiary shall issue a certificaie af release
af any lien imposed with respect to any in-
ternal revenue tar not later than 30 daye
after the day on tchich—".

{d) Zrrrzcrrvei Dat—The amendment
made by subsection (a/ shall apply with re-
spect Lo liens—

1) wkhich are filed after December 31,
1982,

(2) tohich are satisfled after Decembder 31,
1982, or

(3) with respect to which the tarpayper
aster Decembder 31, 1982, requests the Secre-
tary of the Treasury or Ais delejale (0 issue
a certificate af relrase on the grounds that
the liadility was satisfied or legally unen-
JSorceabdle.

SEC. 348 REQUIREMENT OF TIMELY NOTICR
OrFLEYVY.

(a) GanERaL Rurz.—Section 8331 (relating
Lo levy and distraint) (s amended dy redes-
fonating subsection /#} as subsection (f) and
by striking out subsection (d) and inserting
in llew (hrereaf the foliowing new subsec-
tiong

“(d) RIQUIREMENY OF NOTICE BErcors
Levy.—~

“11) In GENERAL.—Levy may be made under
subsection fa) upon the salary or wages or
other property of any person with respect to
any unpaid taxr only afler the Secrelary has
not{fied such person in wriling af his inten-
tion to make such levy.

“(2) 10-DaY REQUIRZMENT.—The notice re-
Quired under paragraph (1) sluul de—

“fA) given {R pergon,

“IB) left at the dweiling or usual place of
business af suck person, or

“1C) sent by certified or registered matl to
guch person’s last known address,
no less than 10 days defore the day of the
levy.

“t3) JrorPaRpY.—Paragraph (1) :hau not
apply Lo a levy {/ the Secretary has made o
finding under the last sentence of subsection
(a) that the collection uf tar {s in jeopardy.

“te) CONTINUING LEVY ON SALARY AND
Waces. —

“t1) Ermect or LEVY.—TRhe effect of 8 levy
on salary or wages payadble Lo or received by
a taxpayer shall be continusous from the date
such levy s first made un!iil the liabdility out
of which such levy arose ts satisfled or de-
comes unenforceabls by readon of lapse af
time,

‘“42) RELEASE AND NOTICE OF RELEASE.— WiLA
respect Lo a levy descrided in paragraph (1),
the Secretary shall prompily release the levy
when lhe liability out of which such lery
arose is satisfied or dbecomes urerforceable
by reason af lapse of time, and shall prompt-
ly not{fy the person upon whom such lery
was made thatl such lery has been released.”

(b) Errecrive Datx.—The amendment
made by sudscciion (a) shall apply to levies
made after December 31, 1982
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83C. M4 EXTENSION OF PERIOD FOR RE-
DEMPTION OF REAL PROPERTY.
fa) Gavzrar Rurz.—Poragraph (1) of sec-
$lon 8337(5) (relating to period for redemp-
tion af real estate after sale) io ariended by
striking out “120 days™ and inserting in lien
thereaf “180 days™.

(d) Errecrive DatR—The amendment
made by subscction ‘aJ shall apply with re-
spect lo property sold after the date of the
enaciment of this Act. .
88C. 358 AMOUNT OF DARIAGZS [N CASE OF

WRONGFUL LBYY.

fa) GanxzaL Rure.—Subdparagraph (C) of
section 7426(b)(2) (relating to amount af
damages) s amended to read as folows:

“IC) {f such property was sold, grant &
Judgment for an amount not exceeding the
greater of—

") the amount received by the United
States from !Ae sale af such property, or

"(14) the fair market value of such proper-
ty tmmedialely before the levy.”

d) EKrrzcrive Dare—The amendment
made dy subsection ‘a) shall apply with re
spect to levies made after December 31, 1982

SveTrriz I-OvHER PROVISIONS

SEC 351 DISALLOWANCE OF DEDUCTIONS R2-
LATING TO NARCOTICS TRAFPFICE-
ING

(a) In GevgraL.—Part IX of subchapter B
of chapler 1 (relating to {tems nol deduct-
ible) 1s amended by adding at the end there-
af the Jolowing new section
“SEC. 2308. EXPENDITURSS IN CONNBCTION

WITH THB ILLEGAL SALE Or
DRUGS.

“No deduction or credit shall de allowed
Jor any amount potd or incurred during the
taradle year in carrying om any trade or
business { such trade or dusiness /or Lre ac-
tiviti~s which comprise such trade or bust.
ness) consiats aof troficking in controlled
substances (witsin he meaning of schedule
I and Il of the Controlled Substances Act)
wWAich 8 prchibited dy Federal law or the
law of cny State in -hich such trade or
business s conducted. *

13) CONFORMING AMENOMENT.—The ladle of
sections jor part IX of subchapter B of chap-
ter 1 of such Code s amended by adding at
the end thereryf the following new ftem:

“Sec. 280F. Exzpenditures {m connection wi'h
tAe licgal sale of drugs. ™
(c) Ermxcrive Date—The amerndments
made by this section gshall cpply to amouts
paid or incurred a/ter the date of the enuct-
ment af this Act tn tazable years eading
after such dale.
SEC. 352 SENSE OF CONGRESS WITH RESPECT
TO PROVIDING OF ADDITIUNAL
FUNDS TO INTRRNAL REVENUE
SERVICK
It is (he sense of the Congress thatl there be
appropriated for the use of (the Internal Rev-
enue Service to provide additional staff—
(1) for flscal year 1983, the amounts pro-
posed in the President's budget for fiscal
year 1983, and
(2} suchk amounts {n excess of the amount
requested for such purpose in the President’s
proposed budgels as may bde necessary (o
provide su/ficient improved enforcement to
increase revenues by §: billion tn fiscal year
1984 ard 82 billton 1n fAscal year 1988,
SEC. 353 REPORT ON FORMS.

Not later than June 30, 1983, the Secretary
aof the Treasury or his delegate shall study
and report to the Congress methods of modi-
Jving the design of the forma used by the In-
ternal Rerenue Serice (o achisve greater
accuracy in the reporiing of income and the
malching of in‘ormation reports and re-
turns -with the returng aof tex imposed by
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chapter 1 of the Inlernal Revenus Code of

1954.

SEC. 154 BXEMPTION OF VETERANS' ORQGANI-
ZATIONS

(a) IN GENSRAL.—~F.ragraph (19) of section
§01ic} frelating to ezemption af velerana’ or
ganizations) is amended —

(1) by striking out "war veterana” the first
place it appeurs and irserting in liew there-
of “past or present members of the Armed
Forces of the United States”, and

(2} by amending Subparagraph (B) {o read
as follows:

“tBJ a! least 75 percent of the members of
vhich are past cr present members of the
Armed Forces »f the United Stales and tub-
stanticlly cll of '*» other members of which
are ind:r:1. rho are cadels or are
pouses, widlors or widowers of past or

presont -, wrs of the Arrvw i Forces of the
Uniled S::tv¢ arcf cadets, cnd”

tb) Ascr - 8 ORGANIZED Birosg 1880.—
Subsec:: .. ! of secltwon 501 freicting to
exenpt o raiceiions) is gmended by

adding at 1 e ¢nd thereaf the jollowing new
paragraph ’

“(23) any as:ociition organized bdefore
1880 more t::n 25 porcent of the members of
which are prrsent or past members of the
Armed Forc, s cnd a principal purpcse of
which is !'; proride insurcnce and other
benefits to veterans or their dependents. ™

(c) Erssciive Date.—The amendments
made by subserli01:s (as cad D) chald apply
to tazable years deginving afler the date of
the enactment of this Act.

SBC. 335. AMRNDMFNT TO COMMUNICATIONS
ACT OP 1934,

Tille 111 of the Communications Act aof
1934 i3 amended dy inserting immedialely
after section 330 therein the following new
gection

“VERY HIGH FREQUENCY STATIONS

"SEC. 111. It shall de the policy of the Fed-
eral Communicadions Commission (o allo-
cale channels for very Righ frequency com-
mercial iclevision dreadeasting in @ manner
which ensures thal not less than cne such
channel shall be allocated !0 each State,
technically feasidle. In any case in which U4-
censee of a very Righ frcquency commercial
television broadeast station notifies the
Commission lo the effect that such licensee
will agree to the reallocation of its channel
to a communily within a State in which
there is allccated no very high frequency
commercial lelevision droadcast channel at
the time such notification, the Commission
2hall, notwithstanding any other provision
of law, order such reallocation and issue g
license to such licensee for that purpose pur-
Juant to such notification for @ term af not
to exceed 5 ypears as provided in :cetionm
307/d) of the Communications Act nf 1934.",
SEC. 358. CONFIDENTIALITY AND DISCLOSURE

OF RETURNS AND RETURN INPOR-
MATION.

fa) In GENERAL. — Subsection (1) of section
6103 (relating to disclcsure to Fedcral o/ t-
cers or employees for administration of Fed-
eral laws not relating fo tar administra-
tion) is amended by redesignating para-
graph (8) as pa-agraph (77 and by striking
out paragraphs (1), (24, 131, 14 and (5} and
inser(ing in lieu thereaf hr following:

“f1) DISCLOSURE OF RETURNG 4ND RETURN IN-
PORIATION POB USE IN CRIMIMAL INVESTYGA-
TIONS. ~

fA) IM QENERAL. —Except as provided in
paragraph (8), anyg relurn or relum infor
mation with respect to any specificd tarable
perlod or periods shall. pwriuan! 0 and
upos lhe grant of an ez purle order by e
Federal district court judge or magisirale
under subparagraph (8), be open (dbut only
to the extent necessary as provided in such
order) to inspection by, or da.losure to, alfé-
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cers and employees aof any Federal agency
who are personailly and directly engaged
in—

“fi) preparation for any judictial or ad-
ministrative proceeding perlaining lo the
enforcement of a specifically designated
Federal criminal statute inot involring tarx
aedminisiration) to which the United States
o7 such agency is or may be a party,

“lii) any fnvestigation which may result
iR such @ procerd: g, or

“liti) any Federal grand fury proceeding
pertaining to enforcéemest of such a crimi-
nal statute to which the United Siates or
such agency is or may de @ party,

solely for the wse of such officers and em-
plovees in such pregeration, fnrestigation,
or graad fury pmeacd:ng.

“(B) APPLICATICN POR ORDER.—The Ailor.
ney Genecral, the Deputy Atiorney Generul,
the Associate At.nrmey General any Assisi-
ant Altorney General, any Uniled States at-
torncy, any special pros-cutor appointed
under section 592 cf litle 28, United States
Code, or any attorney in charge aof @ crimi-
nal division srganied crime sirike force es-
tablished pursuant to sectiom 510 of title 28,
United States Code, may quthorze an appli-
cation to a Federal d:strict court fudge or
magistrate for the order referred to in sub-
parajragh (4). Upon such application, such
Judge or magistrate may grant such order v
he delcrnines on the basis of the Jacts sub-
mitled by the applicant that—

“(1) there is rea-onable cause to bdelieve,
based upon {nforriclion belicved to be reli-
able, that a specific criminal act has been
commilted,

“f{i) there i3 rrasonable cause to belicve
that the return or return information is or
may be relevant to @ matter relaling to the
commission of such act, and

“titi) the return or returs information is
sought exclusively for use im a Federal
criminal i{nvestigation or proceeding con-
cerning such uct. and the information
sought to be disclosed cannot reasonably be
obtaincd, under the circumatances, from an-
other source.

“(2) DISCLOSURE OF RETURN INFORMATION
OTNER THAN TAXPAYER RETURN INFORMATION
FOR USK IN CRIMINAL INVESTIGA T ONS, ~—

"(A) IN GENERAL.—ErIcept as provided inm
paragraph (84, upon receipt by the Secretary
of @ request which meets the requirements aof
subraragraph (B) from the head of any Fed-
eral agency or the Inspector General thereaf,
07, in (he case af the D-partment of Justice,
the Altorney General, the Cepuly Altorney
General, the Associate Attorney General,
any Assistant Attorney General, the Director
of the Federal Bureau af Investigation, the
Administrator of the Drug Enforcenent Ad-
minisiration, any United States atiomey,
any special prosecutor appointed under sece
tion 593 af title 28, Uni:ed States Code, or
any atiormey in charge of @ crimina! divi-
siom organized crime strike force estadli.hed
pursuant !0 section 510 af title 28, United
States Cnde, the Secretary shell disclose
relurn information /c!Aer than tarpayer
relurn informalion/) lo officers and employ-
ecs af such agency who are personclly and
directly engaged (n—

“{1) preparalion for amny judicial or ad-
ministrative procerding descridbed in pars-
graph (11(A)i1),

“It) any inrestigation which may result
in such & proceediag, or

“(8441) any grand jury proceeding descrided
in parayraph 11(A)1iii),
sclely for the use of such afficers and em-
ployees in such preparclion, investigation,
or grand fury proceeding

“IB} REQUIREMENTS.—A requrst meels the
requirements af this subparcgraph if the re
quest i3 in icriting and sets forth—
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“(1) the name and address of the tarpayer
wilk respect to whom the requested retum
information relates; .

“lif) the tarcle period or pericds 1o wkich
such return {n/ormation relates;

“tiit} the statulory authority under whAich
the proceeding or investigation deserided in
1ubparagraph 74/ is being conducted, and

“liv) the specific reason or reasons wchy
such disclosure iy, or may de, relevant to
such procecding or trrestigation

“(C) TaXPAYER IDENTITY.—For purposes of
this parcgraph, a tarpaver's {dsntity shall
not be treated as tcrpayer returmn informa-
tion.

“43) DISCLOSI'RE OF RETURY INPORNA 70N TO
APPRISE ATPROFRATE OFFICIALS OF CRIMINAL AC-
TIVITIES OR EMERGENCY ZIRCTNSTANCES, —

1A} PCSSIBLE VIOLATIONS GF FEDERAL CRON:-
NAL LAW, -~

“(v) Iv QrNeRaL—Ezcept a3 proervided 1n
paragraph 16), the Secretary may ducloze in
writing relurm information fother than (cx-
payer return information) which may con-
slitule cridence of @ viclation of eny Feder-
al criminel law (not inrolving tar gdnr.inis-
tralion) to the extent necessary Lo apprise
the wwad of the appropriate Fedrral ajency
charzed with the respensiduily of enforcing
such law. The head of such agency may dis-
close such refum in‘crmation (o Qficers
and employees of such agency o the exient
necessary Lo enfcrce such law,

“118) TAXPAYER :DENTTTY.—Uf there {s return
information (other than tarpayver return in-
Jormation) wAich may consiilute evidence
af a viol::tion by any larpcysr af any Feder-
al criminal law (not inrolving tar eadminis-
tralion), such taxpawer's fdentily may also
be disclosed under cluuse /i)

(B} EMERGENCY CIRCUMSTANCES, —

i) DANGER OF DEATH OR PHYSICAL INURY,. —
Under circumstances involving an immi.
nent danger of death or physical infury to
any individual the Secretary may disclcse
relurn information to the extemt necessary
to apprise appropricte officers or emgployres
of any Federal or State law enforcement
agency af such circuimstances.

“(34) FLIGHNT FROM FEDERAL PROSECUTION.—
Under circumstances involring the {tmmi-
nent flight of any individual from Feleral
prosecution, the Secretary may discl se
return information to the ertent Recessary
to apprise appropriate 2fficers or emplcyees
of any Federal law enforcement agency of
such circumstanrces.

“(4) USZ OF CSRTAIN DISCLOSRD RITURNS AND
RETURN INFORMATION IN JUDICIUL OR ADMINIS-
TRATIVE PROCEEDINGS. —

“fA) RETURNS AND TAXPAYER ASTURN INFOR-
MATION.—Except as provided im sudpara-
Cruph fc), any return or tarrayer return in-
Jormation obtained under paracraph (1)
may be disclosed tn any judicial or admin‘s.
tratire proceeding pertaining to ensc ~ce-
ment af a specifically desicated Federal
crimincl stctute or related civil forfe ‘ure
fnot inrolring tax admintstretion’ to which
the United States or @ Feceral cgency s a
party—

“t5)  the court Ainds that such return or
tarpayer return information is prodative of
@ malter in tssue relevrant {m estadiishing
{he commissison af a crime or the guilt or li-
adtlity af @ party, or

“1il} Lo the extent required by arder of the
court pursuant lo section 3500 af title 18,
United States Code. ov ule 18 the Federal
Rules of Criminal Procednra

“IB) RETURN INFORMATION (OTHER THAN TAX-
PAYER RETURN INFURNATIONL—EXCept as pro-
vided in subparagraph (C), any return tnfor
mation (olher than tarpayer return informa-
tiun) abtained under paragrapa (14, (2), or
{INA) may be disclosed in any judicial or
administrative proceeding pertaining o
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nent of a specifically

Federal criminal stctute or related civil for-
Jeiture (not tnvolving tar administration) to
tohich the United Stales or a Federal agency
is ¢ party. .

“CC) CONFIDENTILL INPORMANY, I[SIPAIRMENT
OF INVEBSTIGATIONS.—NO returm or return in-
Jormatior shall be admitted into evidence
under subparagraph (A)(i) or (B} {f the Sec-
relary delermines and notifies the Attorney
General or his delcgate or the head of the
Federal that such admission would
tdentify a confidential informant or serious-
ly impair a civil or criminal tax ixnvestiga-
ton.

“fD)} CONSIDERATION OF CONFIDENTIALITY
POLICY.—IR ruling upon the admissidility of
relurns or return information, and in the ts-
suance of an order under subparagraph
{A)i4), the court shall give due considera-
tion to congressional policy favoring the
confidentialily of returns and return infor-
mation as set forth in his title

‘“AE) RXVERSIBLE ERROR.—The admission
into evidence of any return or relurn infor
mation contrary lo the provisions aof thiz
paragraph shall not, as such, constitute re
versidle ervor upon appeal of @ fudgment in
the proceeding.

“(5) DISCLOSURE TO LOCATE FPUGITIVES FROM
JUSTICE. —

“ftA) In CENERAL.—Except as provided in
paragraph (8), the return of an individual
or return fnformalion wilk respect to such
{ndividual shall purzucnt to and upon the
grant of an ex parte order by a Federal dis-
trict court fudge or magistrate under sud-
paragraph (B), be open (but only to the
extent necessary as provided in such order)
to inspection by, or disclosure ln, qfficers
and employees of any Federal agency exclu-
sively for use in locating such individual

“{B} APPLICATYON FOR ORDER.—ANY pCTson
described in paragraph (1)(B) may author-
ize an application to a Federal district
court judge or magistrate for an order re-
Jerred to in subparagraph (A). Upon such
application, such judge or magisirate may
grant such order {/ he determincs on the
basis af the facts submitied by the applicant
that—

‘(1) @ Federal arrest warvant relating to
the commission of a Federal felony cffense
has been tssued for an individual who s @
Jugitive from justice,

“1ti) the return of such individual or
return information with respect to such in-
dividual is sought exclusively for use in lo-
cating such individual, and

“(iil) there is reasonable cause to bdelieve
that such refurn or relurn information may
be relevant in determining the location of
such individual

“(8) CONFIDENTIAL INPORMANTS, IMPAIRMENT
OF INVESTIGATIONS.—The Secretary shall not
disclose any returm or return information
under paragraph (1). (2), (3MA), (5), or (7} {4
the Secretary determines (and, in the case af
@ request for disclosure pursuant to a court
order described in paragrapA (1)(B) or
(5/(8), cert{fies Lo the court) that such dis-
closure would identify a confidential in-
Jormant or seriously impair @ civil or crimi-
nal lax investigation ™.
~ (b} CONFORMING AMENDMENTS. —

« (1) Subsection (p/ of section 8102 (relaling
::rocedurv and recordkeeping) is amend-

(A} dy striking oul “(8)/A/{1)” in pare-
ovaph (JMA) and inserting in liew thereaf
“ITHANID"™,

(B) by striking ot “(d)” in paragraph
13)(C)4) and inserting 1R liew thereas “(d),
tINBIH,"™,

(C) by striking oul “sucR requests”™ in
paragraph (3/(C)i1)(11) and inserting in liew
thereaf “ruch requests or otherwise™, -
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(D) by striking cut “(1)(1), (2}, or {5)" each
place it appeart in paragraph (4) and {nseri-
ing in lieu thereof “tiJ(1), (2), (3}, or (5)",

(E) by striking out “(d)” each place it ap-
pears {n paragraph (4) and inserting {n leu
thereas “(d), (1}(3,(B)(14,", and

(F) striking  ouwl “subsection
1$)(6)(A)i14)"” tn paragraph (8/(B)({1) and in-
gerting in  lieu thereaf “subsection
HAHTIHANI"™,

(2) Paragraph (2) of section 7213(a) (relat-
ing to unauthorized disclosure qf informa-
tion) t2 amended by striking out “(d)” and
inserting in lieu thereaf “td), ($(3NBI1),"”.

fc) Errscrive Date—The amendments
made by this section shall take effect on the
day after the date aof the enactment of this
Act.

SEC. 387. CIVIL DAMAGES AGAINSYT UNITED
STATES FOR UNAUTHORIZED DIS-
CLOSURKES 8Y AN EMPLOYEKR.

(a) In GENErRAL. —Subchapter B of chapter
768 (relating to proceedings by tarpayers and
third parties) is amended dy redesigncting
section 7431 as section 7432 and inserting
after section 7430 the following new section:
“SEC. 7430. CIVIL DAMAGES FOR UNAU-

THORIZEDD  DISCLOSURE OF
RETURNS AND RETURH INFOR
MATION. .

“ta) IN GENERAL. —

‘“41) DISCLOSURE BRY EMPLOYER Or UNITED
Stares.—If any officer or employee of the
United States knowingly, or by reason of
negligence, discloses any return or returs in-
Jormation with respect Lo a tarpayer {n vio-
lation of any provision of section 8103, such
taxpayer may bring a civil action for dam-
ages against the United Slates in @ district
court of the United States.

12} DISCLOSURE BY £ PERSON WHO I3 NOT AN
EMPLOYEE OF UNITED STATES.—If any perzon
who i not an officer or emnployee of the
United States knowingly, or by reason af
neyligence, discloses any relurn or relurn in-
Sormation wilk respect to a tarpayer in vio-
lation af any provision qf seclion 6103, such
tarpayer may bring a civil action for dam-
ages against such person in a dtstrict court
af the United Stales.

“1d) NO LiabitiTy rorR GOOD Farrn sur ER-
RONBOUS INTERPRETATION.—NoO llabtiity shal
arise under this section with respect lo any
disclosure which resulls from ¢ good /aith,
dut erroneous, inlerpretation of section
8103.

“(c) Damaozs.—In any actiom brough!
under subsection fa), upon a finding of lia-
dility on the part of the defendant, the de-
Jendant shall be liable to the plaintify in an
amount equal to the sum of—

“t1) the greater of—

‘“YA) 81,000 for each act of unguthorized
disclosure of @ return or return {nformulion
with respect to which such defendant s
Jound liadle, or

“tB) the sum of —

“(1) the aclual damages suslained dy the
plaint{y as a result af such unausthorized
disclosure, plus

“ti4) in the case of a willful disclosure or @
disclosure which (s the result of gross negil-
gence, punitive damages, plus

“(2) the costs of the action.

“td) PErR10D roR BriNGING ACTION.—Not-
withstanding any other provision of law, GR
action Lo enforce any liabdilily created under
this section may de broughl, without regard
to the amoxnt in cuntroversy, at any time
within 2 years a/ter the date of discovery by
the plainiyy of the unasthoriced disclosure.

“le} RETURN, RETURN [NPORMATION.—FOT
purposes af this section, the terms ‘return’
and ‘relurs informalion’ have the respective
meanings given such Llerme in section
8103(b).*

(d) CONPORNTNG AMENDMENTS.

(1) Section 7217 Irelating to ctvil damages
Sfor unauthorised disclosure of returns and
return information) (s heredy repealed
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(2) The table of sections for part I of sud-
chapter A of chapter 75 is amended by strik-
ing out the item relating to section 7217.

(3) The tadle af sections for subchapter B
of chapler 78 i3 amended by siriking out the
item relaling Lo section 7431 and inserting
in liew thereaf the folowing:

"“Sec. 7431. Civil damages for unauthorized
disclosure af returns and
return trformation.

“Sec. 7432, Cvross references.™

fc) Errecrivi Dars.—The amendmentls
made by this section shall apply witA respect
to disclosures made after the date of enact-
ment of this Act.

REC. 35& DISCLOSURE FOR USE IN CERTAIN
AUDITS BY GENERAL ACCOUNT-
ING OFFICK.

fa) In Gensrat.—Parograph (7) of section

810314) (relating to disclosure to Comptrol-

), a3 redesignated Dby section
396(a), s amended by redesignating sudpar
agraph (B) a3 sudparagraph /C) and by in-
serting afler subparagraph (A) the following
new subparagraph’

“{B) AUDITS OF OTHER ACENCIES. —

“f In aanzraL.—Nothing in lhis section
shall prohiltit any return or return informa-
tion obdbtained under this title by any FPcderal
agency (olher than an agency referred (o in
subparagraph (A)) for use in any program or
activity from being open to inspection by, or
disclosure to, officers and employees aof the
QGeneral Accounting Office Y/ such iaspec-
tion or disclosure t9—

“11) for purposes of, and to the exlent nec-
essary in, making an audil authorized by
law of such program or activity, and

“C(I1) pursuant to a wrillen request by the
Comptroiler General of the United States to
the head of such Federal ageacy.

“f14) INFCRMATION FROM SECRETARY.—If the
Comptroller General of the United States ce-
lermines that the relurns or retum informa-
tion available under clacuse (1) are not sw/A-
cient for purposes of making cn audil of
any prmgram or aclivity of @ Federal agency
fother than an agency referred (0 1n sLbpar
agraph (Al), upon written request by the
Complroller General to the Secretary, re-
turns and retum frformation (of the type
authornzed by subsection (1) or fm) to be
made aratlable Lo the Federal cgency for use
in such progra-1 or activily) shall be open Lo
tnspection by, or disclosure (o, officers and
employees of the General Accounting Office
Jor the purpose of, and to the extent neces-
sary in, making such gudil

“It41) REQUIREMENT OF NOTIFICATION UPON
COMPLETION OF ALDIT.—with:n 90 dcys after
the completion of an audit with respect to
which relurms or return information were
opened (o inspection or disclosed wunder
clause /1) or (i1), the Comptroller Generaul of
the United States shall nolify in wriling the
Joint Committee on Taratlion af such com-
pletion. Such notice shall include—

“4I) @ deseription af the use of the relurns
and relurm information by the Federal
agency inrolved,

“(1I) such recommendations with respect
to the use of returms and relurn information
dy such Federal apency as the Comptroller
Ceneral deems appropniate. and

“CIll) a statement on the impact of any
such recommendations on confidentiality of
returns and retum informalion and tAe ad-
mintstralion of this title.

“(1v) CERTAIN RESTRICTIONI NMADE APPLICA-
BLE.—The restrictions contcined in sudbpara-
graph (4) on e disclosure of any returns or
return informatiom open to fnspection or
disclosed under such subparagraph shall
also apply to returns and returmn informa-

NO.
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MEMORANDUM

TO: All U. S. Attorneys

FROM: J. Paul McGrath

Assistant Attorney General
Civil Division

SUBJECT: Processing Adverse District Court Judgments
in Civil Division Cases

As you know, under the Department's regulations the Solic-
itor General determines whether an appeal will be taken from
an adverse Jjudgment. Until the Solicitor General makes his
determination, which 1is based upon recommendations received
from the U. S. Attorney, the Civil Division, and the concerned
agency, the government's right to appeal must be preserved.
Your offices ordinarily bear the burden of taking the necessary
steps to protect the government's right to appeal, i.e., filing
notices of appeal, ordering transcripts, etc. This process is
frequently time consuming and very frustrating to all concerned,
since the government in fact ultimately appeals only a small
portion of the adverse judgments entered against it.

The Solicitor General and I agree it is thus crucial that
we make every effort to reduce the time period necessary for
appeal determinations. Our goal is to reduce this time in the
ordinary case to a period of no greater than 60 days following the
final judgment. Attainment of this goal would mean that the
Solicitor General normally would make his decision as to whether
the government will appeal prior to the time when a notice of
appeal is due.

The Solicitor General and I have instituted various actions
within the Department to expedite the decision-making process.
However, we need your cooperation in instituting what the
statistics indicate should produce the greatest acceleration of
this process -- the immediate submission of adverse district
court judgments directly to the Appellate Staff. 1In particular,
we request that each of you instruct your attorneys that when
an adverse judgment 1is entered against the government, they
immediately mail a copy of the adverse decision to the Appellate
Staff's special post office box, P.0O. Box 978, Benjamin Franklin
Station, Washington, D.C. 20044.
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This does not mean that we expect your appeal recommenda-
tions immediately after you receive an adverse district court
decision. We understand that you must have adequate time to
formulate your recommendations, but it is vital that we get
copies of adverse decisions immediately following the entry of
judgment so that we are alerted to them and can commence our
processing pending arrival of your recommendations.

It currently takes an average of thirty to forty days
before the Appellate Staff receives the adverse district court
judgment. If we can significantly reduce this time period,
then the Civil Division and the Solicitor General's office
should ordinarily be able to reach our goal of processing
recommendations for or against appeal prior to the time for
filing a protective notice of appeal. If this goal is achieved,
it will greatly benefit all our offices.

(Civil Division)
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