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(2) EFFECTIVE DATE.—The amendments
made by paragraph (1) shall apply with re-
spect to amounts allotted under section 1149
of the Social Security Act for payment for a
fiscal year after fiscal year 2010.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
Tennessee (Mr. TANNER) and the gen-
tleman from Texas (Mr. SAM JOHNSON)
each will control 20 minutes.

The Chair recognizes the gentleman
from Tennessee.

GENERAL LEAVE

Mr. TANNER. Madam Speaker, I ask
unanimous consent that all Members
have 5 legislative days in which to re-
vise and extend their remarks on the
bill under consideration.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Tennessee?

There was no objection.

Mr. TANNER. Madam Speaker, I
yield myself as much time as I may
consume.

This bill is an extension of two very
important provisions of the Ticket to
Work Act of 1999 which basically helps
disabled Americans return to work
when, and if, they can. This has been a
bipartisan team effort I was pleased to
work on with Mr. JOHNSON some time
ago. The bill has no direct spending
and complies with pay-as-you-go rules.

| am pleased to support this important ex-
tension of two programs from the bipartisan
Ticket to Work Act of 1999, which was intro-
duced by my colleagues EARL POMEROY, JIM
MCDERMOTT, and SAM JOHNSON.

This has been a bipartisan, collaborative ef-
fort to ensure that two important programs that
help disabled Americans return to work con-
tinue for another year, and | thank my col-
leagues for their good work on this issue.

The Work Incentives Planning and Assist-
ance program (WIPA) provides $23 million for
community-based organizations to provide
personalized assistance to help Supplemental
Security Income (SSI) and Social Security Dis-
ability Insurance (DI) recipients understand
Social Security’s complex work incentive poli-
cies and the effect that working will have on
their benefits. In 2009, WIPA assisted over
37,000 SSI and DI beneficiaries who wanted
to return to work.

The Protection and Advocacy for Bene-
ficiaries of Social Security (PABSS) program
provides $7 million in grants to designated
Protection and Advocacy Systems to provide
legal advocacy services that beneficiaries
need to secure, maintain, or regain employ-
ment. In 2009, PABSS served nearly 9,000
beneficiaries.

If Congress does not extend these pro-
grams by the end of October, the Social Secu-
rity Administration has told us there may be a
lapse in service to beneficiaries, so it's impor-
tant that we act now.

The bill also includes two commonsense,
good-government changes to increase ac-
countability and make the WIPA program
more efficient.

First, we add a requirement that all WIPA
grantees report data to the Social Security Ad-
ministration about the beneficiaries they serve
and the kinds of help they provided, the same
requirement that current PABSS grantees
have.
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Good data is critical to our efforts to make
sure that taxpayer funds to WIPAs are well-
spent.

It also helps us learn more about what kind
of help disabled beneficiaries may need if they
are able to return to work, which will allow us
to make other improvements in future legisla-
tion.

Second, this legislation would allow all
WIPA grantees to carry over 10 percent of
their funding into the next year, a change
originally proposed by the Obama Administra-
tion. This change will allow for better and
more consistent budgeting instead of encour-
aging end-of-year spending.

By extending WIPA and PABSS for a year,
we reaffirm our commitment to these important
work support programs, while also acknowl-
edging the need to consider policy and fund-
ing changes in the near future.

| urge my colleagues to support this bipar-
tisan, commonsense legislation.

I reserve the balance of my time.

Mr. SAM JOHNSON of Texas. Madam
Speaker, I yield myself such time as I
may consume.

I rise today in support of the passage
of this legislation, and I think the Sup-
plemental Security Income and Social
Security disability benefit programs
provide an essential income safety net
for people with disabilities.

Yet these programs face a real fiscal chal-
lenge. Waste, fraud and abuse continues to
threaten public confidence. Most importantly
the disability program will not be able to pay
full benefits beginning just eight years from
now in 2018.

Those who depend on these critical benefits
are counting on us to act. They want answers
and we must turn to these issues without
delay.

With respect to the legislation we are con-
sidering today, just over 10 years ago Con-
gress passed The Ticket to Work and Work
Incentives Improvement Act to help those with
disabilities get back to work.

The two grant programs we would reauthor-
ize today were created as part of that land-
mark legislation.

One of the grant programs, The Work In-
centives Planning Assistance Program funds
community-based organizations to assist those
receiving benefits to find work as well as un-
derstand Social Security’s complex rules and
the effect of working on their benefits, their
health care and on other public benefits they
may receive.

Today there are a total of 103 community-
based cooperative agreements in all 50
States. Last year these programs served over
37,000 people.

One example is The Work Incentive Plan-
ning Assistance Program of Easter Seals
North Texas which serves 19 counties in the
north Texas area, including my district. Thanks
to their hard work, so far this year over 20
percent of their caseload has jobs.

The other grant program, The Protection
and Advocacy Program for Beneficiaries of
Social Security Program funds 57 grant pro-
grams covering all 50 States. These programs
served almost 9,000 people last year, helping
those working or trying to work by assisting in
the resolution of potential disputes, including
those with their employer.

The authorized funding level included in the
bill for these two programs is $30 million. This
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funding level has remained constant since
these programs were created.

While | support a one-year extension of
these two important programs, | am dis-
appointed that our Subcommittee has not con-
tinued the work it began in May of last year
when we learned that Social Security’s Ticket
to Work Program wasn’t working as we would
like.

Despite some signs of improvement since
new rules were issued, now more than ever,
we need to look at how every taxpayer dollar
is spent. No matter how well intended these
programs are, at the end of the day taxpayers
deserve to know if they are getting their mon-
ey’s worth. Programs that don’t work must be
changed or must end.

| urge all my colleagues to vote yes.

I yield back the balance of my time.

Mr. TANNER. I yield back the bal-
ance of my time.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from Tennessee (Mr.
TANNER) that the House suspend the
rules and pass the bill, H.R. 6200.

The question was taken; and (two-
thirds being in the affirmative) the
rules were suspended and the bill was
passed.

A motion to reconsider was laid on
the table.

———

REGULATED INVESTMENT COM-
PANY MODERNIZATION ACT OF
2010

Mr. NEAL. Madam Speaker, I move
to suspend the rules and pass the bill
(H.R. 4337) to amend the Internal Rev-
enue Code of 1986 to modify certain
rules applicable to regulated invest-
ment companies, and for other pur-
poses, as amended.

The Clerk read the title of the bill.

The text of the bill is as follows:

H.R. 4337

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE, ETC.

(a) SHORT TITLE.—This Act may be cited as
the ‘“Regulated Investment Company Mod-
ernization Act of 2010”".

(b) REFERENCE.—Except as otherwise ex-
pressly provided, whenever in this Act an
amendment or repeal is expressed in terms of
an amendment to, or repeal of, a section or
other provision, the reference shall be con-
sidered to be made to a section or other pro-
vision of the Internal Revenue Code of 1986.

(c) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:

Sec. 1. Short title, etc.

TITLE I—CAPITAL LOSS CARRYOVERS
OF REGULATED INVESTMENT COMPA-
NIES

Sec. 101. Capital loss carryovers of regulated
investment companies.

TITLE II—MODIFICATION OF GROSS IN-
COME AND ASSET TESTS OF REGU-
LATED INVESTMENT COMPANIES

Sec. 201. Income from commodities counted
toward gross income test of
regulated investment compa-
nies.

Sec. 202. Savings provisions for failures of
regulated investment compa-
nies to satisfy gross income and
asset tests.
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TITLE III—MODIFICATION OF RULES RE-
LATED TO DIVIDENDS AND OTHER DIS-
TRIBUTIONS

Sec. 301. Modification of dividend designa-
tion requirements and alloca-
tion rules for regulated invest-
ment companies.

Earnings and profits of regulated
investment companies.

Pass-thru of exempt-interest divi-
dends and foreign tax credits in
fund of funds structure.

Modification of rules for spillover
dividends of regulated invest-
ment companies.

Return of capital distributions of
regulated investment compa-
nies.

Distributions in redemption of
stock of a regulated investment
company.

Repeal of preferential dividend rule
for publicly offered regulated
investment companies.

Elective deferral of certain late-
year losses of regulated invest-
ment companies.

Exception to holding period re-
quirement for certain regularly
declared exempt-interest divi-
dends.

TITLE IV—MODIFICATIONS RELATED TO
EXCISE TAX APPLICABLE TO REGU-
LATED INVESTMENT COMPANIES

Sec. 401. Excise tax exemption for certain
regulated investment compa-
nies owned by tax exempt enti-
ties.

402. Deferral of certain gains and losses
of regulated investment compa-
nies for excise tax purposes.

403. Distributed amount for excise tax
purposes determined on basis of
taxes paid by regulated invest-
ment company.

404. Increase in required distribution of
capital gain net income.

TITLE V—-OTHER PROVISIONS

501. Repeal of assessable penalty with
respect to liability for tax of
regulated investment compa-
nies.

502. Modification of sales load basis de-
ferral rule for regulated invest-
ment companies.

TITLE VI—PAYGO COMPLIANCE
Sec. 601. Paygo compliance.

TITLE I—CAPITAL LOSS CARRYOVERS OF
REGULATED INVESTMENT COMPANIES
SEC. 101. CAPITAL LOSS CARRYOVERS OF REGU-

LATED INVESTMENT COMPANIES.

(a) IN GENERAL.—Subsection (a) of section
1212 is amended by redesignating paragraph
(3) as paragraph (4) and by inserting after
paragraph (2) the following new paragraph:

““(3) REGULATED INVESTMENT COMPANIES.—

““(A) IN GENERAL.—If a regulated invest-
ment company has a net capital loss for any
taxable year—

‘(i) paragraph (1) shall not apply to such
loss,

‘‘(ii) the excess of the net short-term cap-
ital loss over the net long-term capital gain
for such year shall be a short-term capital
loss arising on the first day of the next tax-
able year, and

‘“(iii) the excess of the net long-term cap-
ital loss over the net short-term capital gain
for such year shall be a long-term capital
loss arising on the first day of the next tax-
able year.

‘‘(B) COORDINATION WITH GENERAL RULE.—If
a net capital loss to which paragraph (1) ap-
plies is carried over to a taxable year of a
regulated investment company—

Sec. 302.

Sec. 303.

Sec. 304.
Sec. 305.
Sec. 306.
Sec. 307.
Sec. 308.

Sec. 309.

Sec.

Sec.

Sec.

Sec.

Sec.
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‘(i) LOSSES TO WHICH THIS PARAGRAPH AP-
PLIES.—Clauses (ii) and (iii) of subparagraph
(A) shall be applied without regard to any
amount treated as a short-term capital loss
under paragraph (1).

(1) LOSSES TO WHICH GENERAL RULE AP-
PLIES.—Paragraph (1) shall be applied by sub-
stituting ‘net capital loss for the loss year or
any taxable year thereafter (other than a net
capital loss to which paragraph (3)(A) ap-
plies)’ for ‘net capital loss for the loss year
or any taxable year thereafter’.”.

(b) CONFORMING AMENDMENTS.—

(1) Subparagraph (C) of section 1212(a)(1) is
amended to read as follows:

‘“(C) a capital loss carryover to each of the
10 taxable years succeeding the loss year, but
only to the extent such loss is attributable
to a foreign expropriation loss,”.

(2) Paragraph (10) of section 1222 is amend-
ed by striking ‘‘section 1212 and inserting
‘“‘section 1212(a)(1)’.

(¢) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to net capital losses for
taxable years beginning after the date of the
enactment of this Act.

(2) COORDINATION RULES.—Subparagraph (B)
of section 1212(a)(3) of the Internal Revenue
Code of 1986, as added by this section, shall
apply to taxable years beginning after the
date of the enactment of this Act.

TITLE II—MODIFICATION OF GROSS IN-
COME AND ASSET TESTS OF REGU-
LATED INVESTMENT COMPANIES

SEC. 201. INCOME FROM COMMODITIES COUNTED

TOWARD GROSS INCOME TEST OF
REGULATED INVESTMENT COMPA-
NIES.

(a) GROSS INCOME TEST.—Subparagraph (A)
of section 851(b)(2) is amended—

(1) by striking ‘‘foreign currencies’ and in-
serting ‘‘commodities’, and

(2) by striking ‘“‘or currencies’” and insert-
ing ‘‘or commodities”’.

(b) REPEAL OF REGULATORY AUTHORITY TO
EXCLUDE CERTAIN FOREIGN CURRENCY GAINS
FROM QUALIFYING INCOME.—Subsection (b) of
section 851 is amended by striking ‘‘For pur-
poses of paragraph (2), the Secretary may by
regulation exclude from qualifying income
foreign currency gains which are not directly
related to the company’s principal business
of investing in stock or securities (or options
and futures with respect to stock or securi-
ties).” in the flush matter after paragraph
(3).

(c) CONFORMING AMENDMENTS.—

(1) Subsection (h) of section 851 is amended
by inserting ‘‘(determined by substituting
‘foreign currencies’ for ‘commodities’ there-
in)”” after ‘‘subsection (b)(2)(A)”.

(2) Paragraph (4) of section 7704(d) is
amended by inserting ‘‘(determined by sub-
stituting ‘foreign currencies’ for ‘commod-
ities’ therein)’” after ‘‘section 851(b)(2)(A)”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
yvears beginning after the date of the enact-
ment of this Act.

SEC. 202. SAVINGS PROVISIONS FOR FAILURES

OF REGULATED INVESTMENT COM-
PANIES TO SATISFY GROSS INCOME
AND ASSET TESTS.

(a) ASSET TEST.—Subsection (d) of section
851 is amended—

(1) by striking ‘A corporation which
meets’’ and inserting the following:

‘(1) IN GENERAL.—A corporation which
meets”’, and

(2) by adding at the end the following new
paragraph:

¢‘(2) SPECIAL RULES REGARDING FAILURE TO
SATISFY REQUIREMENTS.—If paragraph (1)
does not preserve a corporation’s status as a
regulated investment company for any par-
ticular quarter—
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“‘(A) IN GENERAL.—A corporation that fails
to meet the requirements of subsection (b)(3)
(other than a failure described in subpara-
graph (B)(i)) for such quarter shall neverthe-
less be considered to have satisfied the re-
quirements of such subsection for such quar-
ter if—

‘(i) following the corporation’s identifica-
tion of the failure to satisfy the require-
ments of such subsection for such quarter, a
description of each asset that causes the cor-
poration to fail to satisfy the requirements
of such subsection at the close of such quar-
ter is set forth in a schedule for such quarter
filed in the manner provided by the Sec-
retary,

‘“(ii) the failure to meet the requirements
of such subsection for such quarter is due to
reasonable cause and not due to willful ne-
glect, and

‘“(iii)(I) the corporation disposes of the as-
sets set forth on the schedule specified in
clause (i) within 6 months after the last day
of the quarter in which the corporation’s
identification of the failure to satisfy the re-
quirements of such subsection occurred or
such other time period prescribed by the Sec-
retary and in the manner prescribed by the
Secretary, or

“(II) the requirements of such subsection
are otherwise met within the time period
specified in subclause (I).

‘“(B) RULE FOR CERTAIN DE MINIMIS FAIL-
URES.—A corporation that fails to meet the
requirements of subsection (b)(3) for such
quarter shall nevertheless be considered to
have satisfied the requirements of such sub-
section for such quarter if—

‘(i) such failure is due to the ownership of
assets the total value of which does not ex-
ceed the lesser of—

“(I) 1 percent of the total value of the cor-
poration’s assets at the end of the quarter
for which such measurement is done, or

*“(IT) $10,000,000, and

“‘(ii)(I) the corporation, following the iden-
tification of such failure, disposes of assets
in order to meet the requirements of such
subsection within 6 months after the last day
of the quarter in which the corporation’s
identification of the failure to satisfy the re-
quirements of such subsection occurred or
such other time period prescribed by the Sec-
retary and in the manner prescribed by the
Secretary, or

‘“(IT) the requirements of such subsection
are otherwise met within the time period
specified in subclause (I).

“(C) TAX.—

‘(i) TAX IMPOSED.—If subparagraph (A) ap-
plies to a corporation for any quarter, there
is hereby imposed on such corporation a tax
in an amount equal to the greater of—

“(I) $50,000, or

‘(IT) the amount determined (pursuant to
regulations promulgated by the Secretary)
by multiplying the net income generated by
the assets described in the schedule specified
in subparagraph (A)(i) for the period speci-
fied in clause (ii) by the highest rate of tax
specified in section 11.

‘“(ii) PERIOD.—For purposes of clause (i)(II),
the period described in this clause is the pe-
riod beginning on the first date that the fail-
ure to satisfy the requirements of subsection
(b)(3) occurs as a result of the ownership of
such assets and ending on the earlier of the
date on which the corporation disposes of
such assets or the end of the first quarter
when there is no longer a failure to satisfy
such subsection.

‘(iii) ADMINISTRATIVE PROVISIONS.—For
purposes of subtitle F, a tax imposed by this
subparagraph shall be treated as an excise
tax with respect to which the deficiency pro-
cedures of such subtitle apply.’’.
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(b) GROSS INCOME TEST.—Section 851 is
amended by adding at the end the following
new subsection:

‘(i) FAILURE TO SATISFY GROSS INCOME
TEST.—

(1) DISCLOSURE REQUIREMENT.—A corpora-
tion that fails to meet the requirement of
paragraph (2) of subsection (b) for any tax-
able year shall nevertheless be considered to
have satisfied the requirement of such para-
graph for such taxable year if—

‘‘(A) following the corporation’s identifica-
tion of the failure to meet such requirement
for such taxable year, a description of each
item of its gross income described in such
paragraph is set forth in a schedule for such
taxable year filed in the manner provided by
the Secretary, and

‘(B) the failure to meet such requirement
is due to reasonable cause and not due to
willful neglect.

“(2) IMPOSITION OF TAX ON FAILURES.—If
paragraph (1) applies to a regulated invest-
ment company for any taxable year, there is
hereby imposed on such company a tax in an
amount equal to the excess of—

‘““(A) the gross income of such company
which is not derived from sources referred to
in subsection (b)(2), over

‘“(B) Y% of the gross income of such com-
pany which is derived from such sources.”.

(c) DEDUCTION OF TAXES PAID FROM INVEST-
MENT COMPANY TAXABLE INCOME.—Paragraph
(2) of section 852(b) is amended by adding at
the end the following new subparagraph:

‘(G) There shall be deducted an amount
equal to the tax imposed by subsections
(d)(2) and (i) of section 851 for the taxable
year.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years with respect to which the due date (de-
termined with regard to any extensions) of
the return of tax for such taxable year is
after the date of the enactment of this Act.

TITLE III—MODIFICATION OF RULES RE-
LATED TO DIVIDENDS AND OTHER DIS-
TRIBUTIONS

SEC. 301. MODIFICATION OF DIVIDEND DESIGNA-

TION REQUIREMENTS AND ALLOCA-
TION RULES FOR REGULATED IN-
VESTMENT COMPANIES.

(a) CAPITAL GAIN DIVIDENDS.—

(1) IN GENERAL.—Subparagraph (C) of sec-
tion 852(b)(3) is amended to read as follows:

‘(C) DEFINITION OF CAPITAL GAIN DIVI-
DEND.—For purposes of this part—

‘(i) IN GENERAL.—Except as provided in
clause (ii), a capital gain dividend is any div-
idend, or part thereof, which is reported by
the company as a capital gain dividend in
written statements furnished to its share-
holders.

‘“(ii) EXCESS REPORTED AMOUNTS.—If the
aggregate reported amount with respect to
the company for any taxable year exceeds
the net capital gain of the company for such
taxable year, a capital gain dividend is the
excess of—

‘““(I) the reported capital gain dividend
amount, over

“(IT) the excess reported amount which is
allocable to such reported capital gain divi-
dend amount.

¢“(iii) ALLOCATION OF EXCESS REPORTED
AMOUNT.—

‘() IN GENERAL.—Except as provided in
subclause (II), the excess reported amount (if
any) which is allocable to the reported cap-
ital gain dividend amount is that portion of
the excess reported amount which bears the
same ratio to the excess reported amount as
the reported capital gain dividend amount
bears to the aggregate reported amount.

‘“(IT) SPECIAL RULE FOR NONCALENDAR YEAR
TAXPAYERS.—In the case of any taxable year
which does not begin and end in the same
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calendar year, if the post-December reported
amount equals or exceeds the excess reported
amount for such taxable year, subclause (I)
shall be applied by substituting ‘post-Decem-
ber reported amount’ for ‘aggregate reported
amount’ and no excess reported amount shall
be allocated to any dividend paid on or be-
fore December 31 of such taxable year.

‘“(iv) DEFINITIONS.—For purposes of this
subparagraph—

“(I)  REPORTED CAPITAL GAIN DIVIDEND
AMOUNT.—The term ‘reported capital gain
dividend amount’ means the amount re-
ported to its shareholders under clause (i) as
a capital gain dividend.

“(II) EXCESS REPORTED AMOUNT.—The term
‘excess reported amount’ means the excess of
the aggregate reported amount over the net
capital gain of the company for the taxable
year.

“(IIT) AGGREGATE REPORTED AMOUNT.—The
term ‘aggregate reported amount’ means the
aggregate amount of dividends reported by
the company under clause (i) as capital gain
dividends for the taxable year (including
capital gain dividends paid after the close of
the taxable year described in section 855).

“(IV) POST-DECEMBER REPORTED AMOUNT.—
The term ‘post-December reported amount’
means the aggregate reported amount deter-
mined by taking into account only dividends
paid after December 31 of the taxable year.

“(v) ADJUSTMENT FOR DETERMINATIONS.—If
there is an increase in the excess described
in subparagraph (A) for the taxable year
which results from a determination (as de-
fined in section 860(e)), the company may,
subject to the limitations of this subpara-
graph, increase the amount of capital gain
dividends reported under clause (i).

¢‘(vi) SPECIAL RULE FOR LOSSES LATE IN THE
CALENDAR YEAR.—For special rule for certain
losses after October 31, see paragraph (8).”.

(2) CONFORMING AMENDMENT.—Subpara-
graph (B) of section 860(f)(2) is amended by
inserting ‘‘or reported (as the case may be)”’
after ‘‘designated’.

(b) EXEMPT-INTEREST DIVIDENDS.—Subpara-
graph (A) of section 852(b)(5) is amended to
read as follows:

‘“‘(A) DEFINITION OF EXEMPT-INTEREST DIVI-
DEND.—

‘(i) IN GENERAL.—Except as provided in
clause (ii), an exempt-interest dividend is
any dividend or part thereof (other than a
capital gain dividend) paid by a regulated in-
vestment company and reported by the com-
pany as an exempt-interest dividend in writ-
ten statements furnished to its shareholders.

‘(i) EXCESS REPORTED AMOUNTS.—If the
aggregate reported amount with respect to
the company for any taxable year exceeds
the exempt interest of the company for such
taxable year, an exempt-interest dividend is
the excess of—

“(I) the reported exempt-interest dividend
amount, over

‘“(IT) the excess reported amount which is
allocable to such reported exempt-interest
dividend amount.

““(iii) ALLOCATION OF EXCESS REPORTED
AMOUNT.—

‘“(I) IN GENERAL.—Except as provided in
subclause (II), the excess reported amount (if
any) which is allocable to the reported ex-
empt-interest dividend amount is that por-
tion of the excess reported amount which
bears the same ratio to the excess reported
amount as the reported exempt-interest divi-
dend amount bears to the aggregate reported
amount.

‘(IT) SPECIAL RULE FOR NONCALENDAR YEAR
TAXPAYERS.—In the case of any taxable year
which does not begin and end in the same
calendar year, if the post-December reported
amount equals or exceeds the excess reported
amount for such taxable year, subclause (I)
shall be applied by substituting ‘post-Decem-
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ber reported amount’ for ‘aggregate reported
amount’ and no excess reported amount shall
be allocated to any dividend paid on or be-
fore December 31 of such taxable year.

‘‘(iv) DEFINITIONS.—For purposes of this
subparagraph—

‘(I) REPORTED EXEMPT-INTEREST DIVIDEND
AMOUNT.—The term ‘reported exempt-inter-
est dividend amount’ means the amount re-
ported to its shareholders under clause (i) as
an exempt-interest dividend.

‘(IT) EXCESS REPORTED AMOUNT.—The term
‘excess reported amount’ means the excess of
the aggregate reported amount over the ex-
empt interest of the company for the taxable
year.

“(III) AGGREGATE REPORTED AMOUNT.—The
term ‘aggregate reported amount’ means the
aggregate amount of dividends reported by
the company under clause (i) as exempt-in-
terest dividends for the taxable year (includ-
ing exempt-interest dividends paid after the
close of the taxable year described in section
855).

“(IV) POST-DECEMBER REPORTED AMOUNT.—
The term ‘post-December reported amount’
means the aggregate reported amount deter-
mined by taking into account only dividends
paid after December 31 of the taxable year.

(V) EXEMPT INTEREST.—The term ‘exempt
interest’ means, with respect to any regu-
lated investment company, the excess of the
amount of interest excludable from gross in-
come under section 103(a) over the amounts
disallowed as deductions under sections 265
and 171(a)(2).”.

(¢) FOREIGN TAX CREDITS.—

(1) IN GENERAL.—Subsection (c) of section
853 is amended—

(A) by striking ‘‘so designated by the com-
pany in a written notice mailed to its share-
holders not later than 60 days after the close
of the taxable year’” and inserting ‘‘so re-
ported by the company in a written state-
ment furnished to such shareholder’’, and

(B) by striking ‘“NOTICE” in the heading
and inserting ‘“‘STATEMENTS”’.

(2) CONFORMING AMENDMENTS.—Subsection
(d) of section 853 is amended—

(A) by striking ‘‘and the notice to share-
holders required by subsection (c)”’ in the
text thereof, and

(B) by striking ‘‘AND NOTIFYING SHARE-
HOLDERS’’ in the heading thereof.

(d) CREDITS FOR TAX CREDIT BONDS.—

(1) IN GENERAL.—Subsection (c) of section
853A is amended—

(A) by striking ‘‘so designated by the regu-
lated investment company in a written no-
tice mailed to its shareholders not later than
60 days after the close of its taxable year”
and inserting ‘‘so reported by the regulated
investment company in a written statement
furnished to such shareholder’, and

(B) by striking ‘“NOTICE” in the heading
and inserting ‘“STATEMENTS”.

(2) CONFORMING AMENDMENTS.—Subsection
(d) of section 853A is amended—

(A) by striking ‘‘and the notice to share-
holders required by subsection (c)”’ in the
text thereof, and

(B) by striking ‘‘AND NOTIFYING SHARE-
HOLDERS’’ in the heading thereof.

(e) DIVIDEND RECEIVED DEDUCTION, ETC.—

(1) IN GENERAL.—Paragraph (1) of section
854(b) is amended—

(A) by striking ‘‘designated under this sub-
paragraph by the regulated investment com-
pany’’ in subparagraph (A) and inserting ‘‘re-
ported by the regulated investment company
as eligible for such deduction in written
statements furnished to its shareholders’’,

(B) by striking ‘‘designated by the regu-
lated investment company’ in subparagraph
(B)(i) and inserting ‘‘reported by the regu-
lated investment company as qualified divi-
dend income in written statements furnished
to its shareholders’,
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(C) by striking ‘‘designated’ in subpara-
graph (C)(i) and inserting ‘‘reported’, and

(D) by striking ‘‘designated” in subpara-
graph (C)(ii) and inserting ‘‘reported’.

(2) CONFORMING AMENDMENTS.—Subsection
(b) of section 854 is amended by striking
paragraph (2) and by redesignating para-
graphs (3), (4), and (5), as paragraphs (2), (3),
and (4), respectively.

(f) DIVIDENDS PAID TO CERTAIN FOREIGN
PERSONS.—

(1) INTEREST-RELATED DIVIDENDS.—Sub-
paragraph (C) of section 871(k)(1) is amended
by striking all that precedes ‘‘any taxable
year of the company beginning’’ and insert-
ing the following:

¢‘(C) INTEREST-RELATED DIVIDEND.—For pur-
poses of this paragraph—

‘(i) IN GENERAL.—Except as provided in
clause (ii), an interest related dividend is
any dividend, or part thereof, which is re-
ported by the company as an interest related
dividend in written statements furnished to
its shareholders.

“(ii) EXCESS REPORTED AMOUNTS.—If the
aggregate reported amount with respect to
the company for any taxable year exceeds
the qualified net interest income of the com-
pany for such taxable year, an interest re-
lated dividend is the excess of—

““(I) the reported interest related dividend
amount, over

“(IT) the excess reported amount which is
allocable to such reported interest related
dividend amount.

“(iii) ALLOCATION OF EXCESS REPORTED
AMOUNT.—

‘(I) IN GENERAL.—Except as provided in
subclause (II), the excess reported amount (if
any) which is allocable to the reported inter-
est related dividend amount is that portion
of the excess reported amount which bears
the same ratio to the excess reported
amount as the reported interest related divi-
dend amount bears to the aggregate reported
amount.

‘(IT) SPECIAL RULE FOR NONCALENDAR YEAR
TAXPAYERS.—In the case of any taxable year
which does not begin and end in the same
calendar year, if the post-December reported
amount equals or exceeds the excess reported
amount for such taxable year, subclause (I)
shall be applied by substituting ‘post-Decem-
ber reported amount’ for ‘aggregate reported
amount’ and no excess reported amount shall
be allocated to any dividend paid on or be-
fore December 31 of such taxable year.

‘‘(iv) DEFINITIONS.—For purposes of this
subparagraph—

‘(I) REPORTED INTEREST RELATED DIVIDEND
AMOUNT.—The term ‘reported interest re-
lated dividend amount’ means the amount
reported to its shareholders under clause (i)
as an interest related dividend.

¢(II) EXCESS REPORTED AMOUNT.—The term
‘excess reported amount’ means the excess of
the aggregate reported amount over the
qualified net interest income of the company
for the taxable year.

‘“(III) AGGREGATE REPORTED AMOUNT.—The
term ‘aggregate reported amount’ means the
aggregate amount of dividends reported by
the company under clause (i) as interest re-
lated dividends for the taxable year (includ-
ing interest related dividends paid after the
close of the taxable year described in section
855).

“(IV) POST-DECEMBER REPORTED AMOUNT.—
The term ‘post-December reported amount’
means the aggregate reported amount deter-
mined by taking into account only dividends
paid after December 31 of the taxable year.

‘“(v) TERMINATION.—The term ‘interest re-
lated dividend’ shall not include any divi-
dend with respect to’’.

(2) SHORT-TERM CAPITAL GAIN DIVIDENDS.—
Subparagraph (C) of section 871(k)(2) is
amended by striking all that precedes ‘‘any
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taxable year of the company beginning’’ and
inserting the following:

¢(C) SHORT-TERM CAPITAL GAIN DIVIDEND.—
For purposes of this paragraph—

‘(i) IN GENERAL.—Except as provided in
clause (ii), the term ‘short-term capital gain
dividend’ means any dividend, or part there-
of, which is reported by the company as a
short-term capital gain dividend in written
statements furnished to its shareholders.

‘(i) EXCESS REPORTED AMOUNTS.—If the
aggregate reported amount with respect to
the company for any taxable year exceeds
the qualified short-term gain of the company
for such taxable year, the term ‘short-term
capital gain dividend’ means the excess of—

“(I) the reported short-term capital gain
dividend amount, over

‘“(IT) the excess reported amount which is
allocable to such reported short-term capital
gain dividend amount.

““(iii) ALLOCATION OF EXCESS REPORTED
AMOUNT.—

‘I) IN GENERAL.—Except as provided in
subclause (II), the excess reported amount (if
any) which is allocable to the reported short-
term capital gain dividend amount is that
portion of the excess reported amount which
bears the same ratio to the excess reported
amount as the reported short-term capital
gain dividend amount bears to the aggregate
reported amount.

“(II) SPECIAL RULE FOR NONCALENDAR YEAR
TAXPAYERS.—In the case of any taxable year
which does not begin and end in the same
calendar year, if the post-December reported
amount equals or exceeds the excess reported
amount for such taxable year, subclause (I)
shall be applied by substituting ‘post-Decem-
ber reported amount’ for ‘aggregate reported
amount’ and no excess reported amount shall
be allocated to any dividend paid on or be-
fore December 31 of such taxable year.

‘‘(iv) DEFINITIONS.—For purposes of this
subparagraph—

‘() REPORTED SHORT-TERM CAPITAL GAIN
DIVIDEND AMOUNT.—The term ‘reported short-
term capital gain dividend amount’ means
the amount reported to its shareholders
under clause (i) as a short-term capital gain
dividend.

¢(II) EXCESS REPORTED AMOUNT.—The term
‘excess reported amount’ means the excess of
the aggregate reported amount over the
qualified short-term gain of the company for
the taxable year.

“(IIT) AGGREGATE REPORTED AMOUNT.—The
term ‘aggregate reported amount’ means the
aggregate amount of dividends reported by
the company under clause (i) as short-term
capital gain dividends for the taxable year
(including short-term capital gain dividends
paid after the close of the taxable year de-
scribed in section 855).

“(IV) POST-DECEMBER REPORTED AMOUNT.—
The term ‘post-December reported amount’
means the aggregate reported amount deter-
mined by taking into account only dividends
paid after December 31 of the taxable year.

‘“(v) TERMINATION.—The term ‘short-term
capital gain dividend’ shall not include any
dividend with respect to”’.

(g) CONFORMING AMENDMENTS.—Section 855
is amended—

(1) by striking subsection (c¢) and redesig-
nating subsection (d) as subsection (c), and

(2) by striking ¢, (¢) and (d)”’ in subsection
(a) and inserting ‘“‘and (c)’’.

(h) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
yvears beginning after the date of the enact-
ment of this Act.

(1) APPLICATION OF JGTRRA SUNSET.—Sec-
tion 303 of the Jobs and Growth Tax Relief
Reconciliation Act of 2003 shall apply to the
amendments made by subparagraphs (B) and
(D) of subsection (e)(1) to the same extent
and in the same manner as section 303 of

H7067

such Act applies to the amendments made by

section 302 of such Act.

SEC. 302. EARNINGS AND PROFITS OF REGU-
LATED INVESTMENT COMPANIES.

(a) IN GENERAL.—Paragraph (1) of section
852(c) is amended to read as follows:

‘(1) TREATMENT OF NONDEDUCTIBLE ITEMS.—

““(A) NET CAPITAL LOsS.—If a regulated in-
vestment company has a net capital loss for
any taxable year—

‘‘(i) such net capital loss shall not be taken
into account for purposes of determining the
company’s earnings and profits, and

‘(i) any capital loss arising on the first
day of the next taxable year by reason of
clause (ii) or (iii) of section 1212(a)(3)(A) shall
be treated as so arising for purposes of deter-
mining earnings and profits.

‘(B) OTHER NONDEDUCTIBLE ITEMS.—

‘(i) IN GENERAL.—The earnings and profits
of a regulated investment company for any
taxable year (but not its accumulated earn-
ings and profits) shall not be reduced by any
amount which is not allowable as a deduc-
tion (other than by reason of section 265 or
171(a)(2)) in computing its taxable income for
such taxable year.

¢‘(ii) COORDINATION WITH TREATMENT OF NET
CAPITAL LOSSES.—Clause (i) shall not apply
to a net capital loss to which subparagraph
(A) applies.”.

(b) CONFORMING AMENDMENTS.—

(1) Subsection (c) of section 852 is amended
by adding at the end the following new para-
graph:

‘(4) REGULATED INVESTMENT COMPANY.—
For purposes of this subsection, the term
‘regulated investment company’ includes a
domestic corporation which is a regulated
investment company determined without re-
gard to the requirements of subsection (a).”.

(2) Paragraphs (1)(A) and (2)(A) of section
871(k) are each amended by inserting ‘‘which
meets the requirements of section 852(a) for
the taxable year with respect to which the
dividend is paid” before the period at the
end.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after the date of the enact-
ment of this Act.

SEC. 303. PASS-THRU OF EXEMPT-INTEREST DIVI-
DENDS AND FOREIGN TAX CREDITS
IN FUND OF FUNDS STRUCTURE.

(a) IN GENERAL.—Section 852 is amended by
adding at the end the following new sub-
section:

‘‘(g) SPECIAL RULES FOR FUND OF FUNDS.—

‘(1) IN GENERAL.—In the case of a qualified
fund of funds—

“‘(A) such fund shall be qualified to pay ex-
empt-interest dividends to its shareholders
without regard to whether such fund satis-
fies the requirements of the first sentence of
subsection (b)(5), and

‘(B) such fund may elect the application of
section 853 (relating to foreign tax credit al-
lowed to shareholders) without regard to the
requirement of subsection (a)(1) thereof.

‘(2) QUALIFIED FUND OF FUNDS.—For pur-
poses of this subsection, the term ‘qualified
fund of funds’ means a regulated investment
company if (at the close of each quarter of
the taxable year) at least 50 percent of the
value of its total assets is represented by in-
terests in other regulated investment compa-
nies.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after the date of the enact-
ment of this Act.

SEC. 304. MODIFICATION OF RULES FOR SPILL-
OVER DIVIDENDS OF REGULATED
INVESTMENT COMPANIES.

(a) DEADLINE FOR DECLARATION OF DIVI-
DEND.—Paragraph (1) of section 855(a) is
amended to read as follows:

‘(1) declares a dividend before the later
of—
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““(A) the 15th day of the 9th month fol-
lowing the close of the taxable year, or

‘(B) in the case of an extension of time for
filing the company’s return for the taxable
year, the due date for filing such return tak-
ing into account such extension, and”’.

(b) DEADLINE FOR DISTRIBUTION OF DIVI-
DEND.—Paragraph (2) of section 855(a) is
amended by striking ‘‘the first regular divi-
dend payment’’ and inserting ‘‘the first divi-
dend payment of the same type of dividend”’.

(c) SHORT-TERM CAPITAL GAIN.—Subsection
(a) of section 855 is amended by adding at the
end the following: ‘‘For purposes of para-
graph (2), a dividend attributable to any
short-term capital gain with respect to
which a notice is required under the Invest-
ment Company Act of 1940 shall be treated as
the same type of dividend as a capital gain
dividend.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions in taxable years beginning after the
date of the enactment of this Act.

SEC. 305. RETURN OF CAPITAL DISTRIBUTIONS
OF REGULATED INVESTMENT COM-
PANIES.

(a) IN GENERAL.—Subsection (b) of section
316 is amended by adding at the end the fol-
lowing new paragraph:

‘“(4) CERTAIN DISTRIBUTIONS BY REGULATED
INVESTMENT COMPANIES IN EXCESS OF EARN-
INGS AND PROFITS.—In the case of a regulated
investment company that has a taxable year
other than a calendar year, if the distribu-
tions by the company with respect to any
class of stock of such company for the tax-
able year exceed the company’s current and
accumulated earnings and profits which may
be used for the payment of dividends on such
class of stock, the company’s current earn-
ings and profits shall, for purposes of sub-
section (a), be allocated first to distributions
with respect to such class of stock made dur-
ing the portion of the taxable year which
precedes January 1.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to distribu-
tions made in taxable years beginning after
the date of the enactment of this Act.

SEC. 306. DISTRIBUTIONS IN REDEMPTION OF
STOCK OF A REGULATED INVEST-
MENT COMPANY.

(a) REDEMPTIONS TREATED AS EXCHANGES.—

(1) IN GENERAL.—Subsection (b) of section
302 is amended by redesignating paragraph
(5) as paragraph (6) and by inserting after
paragraph (4) the following new paragraph:

‘(b) REDEMPTIONS BY CERTAIN REGULATED
INVESTMENT COMPANIES.—Except to the ex-
tent provided in regulations prescribed by
the Secretary, subsection (a) shall apply to
any distribution in redemption of stock of a
publicly offered regulated investment com-
pany (within the meaning of section
67(c)(2)(B)) if—

‘“(A) such redemption is upon the demand
of the stockholder, and

‘(B) such company issues only stock which
is redeemable upon the demand of the stock-
holder.”.

(2) CONFORMING AMENDMENT.—Subsection
(a) of section 302 is amended by striking ‘‘or
(4)” and inserting ‘‘(4), or (5)"’.

(b) LOSSES ON REDEMPTIONS NOT DIs-
ALLOWED FOR FUND-OF-FUNDS REGULATED IN-
VESTMENT COMPANIES.—Paragraph (3) of sec-
tion 267(f) is amended by adding at the end
the following new subparagraph:

‘(D) REDEMPTIONS BY FUND-OF-FUNDS REGU-
LATED INVESTMENT COMPANIES.—Except to
the extent provided in regulations prescribed
by the Secretary, subsection (a)(1) shall not
apply to any distribution in redemption of
stock of a regulated investment company
if—

‘(i) such company issues only stock which
is redeemable upon the demand of the stock-
holder, and
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‘(i) such redemption is upon the demand
of another regulated investment company.”’.
(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions after the date of the enactment of this
Act.
SEC. 307. REPEAL OF PREFERENTIAL DIVIDEND
RULE FOR PUBLICLY OFFERED REG-
ULATED INVESTMENT COMPANIES.
(a) IN GENERAL.—Subsection (c¢) of section
562 is amended by striking ‘‘The amount’
and inserting ‘‘Except in the case of a pub-
licly offered regulated investment company

(as defined in section 67(c)(2)(B)), the
amount’’.
(b) CONFORMING  AMENDMENT.—Section

562(c) is amended by inserting ‘‘(other than a

publicly offered regulated investment com-

pany (as so defined))” after ‘‘regulated in-
vestment company’’ in the second sentence
thereof.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions in taxable years beginning after the
date of the enactment of this Act.

SEC. 308. ELECTIVE DEFERRAL OF CERTAIN
LATE-YEAR LOSSES OF REGULATED
INVESTMENT COMPANIES.

(a) IN GENERAL.—Paragraph (8) of section
852(b) is amended to read as follows:

‘(8) ELECTIVE DEFERRAL OF CERTAIN LATE-
YEAR LOSSES.—

‘“(A) IN GENERAL.—Except as otherwise pro-
vided by the Secretary, a regulated invest-
ment company may elect for any taxable
year to treat any portion of any qualified
late-year loss for such taxable year as aris-
ing on the first day of the following taxable
year for purposes of this title.

‘“(B) QUALIFIED LATE-YEAR LOSS.—For pur-
poses of this paragraph, the term ‘qualified
late-year loss’ means—

‘(1) any post-October capital loss, and

‘(ii) any late-year ordinary loss.

¢“(C) POST-OCTOBER CAPITAL LOSS.—For pur-
poses of this paragraph, the term ‘post-Octo-
ber capital loss’ means the greatest of—

‘(i) the net capital loss attributable to the
portion of the taxable year after October 31,

‘(i) the net long-term capital loss attrib-
utable to such portion of the taxable year, or

‘“(iii) the net short-term capital loss at-
tributable to such portion of the taxable
year.

‘(D) LATE-YEAR ORDINARY LOSS.—For pur-
poses of this paragraph, the term ‘late-year
ordinary loss’ means the excess (if any) of—

“(i) the sum of—

‘“(I) the specified losses (as defined in sec-
tion 4982(e)(5)(B)(ii)) attributable to the por-
tion of the taxable year after October 31,
plus

‘“(IT) the ordinary losses not described in
subclause (I) attributable to the portion of
the taxable year after December 31, over

‘“(ii) the sum of—

“(I) the specified gains (as defined in sec-
tion 4982(e)(5)(B)(i)) attributable to the por-
tion of the taxable year after October 31,
plus

‘“(IT) the ordinary income not described in
subclause (I) attributable to the portion of
the taxable year after December 31.

‘“(E) SPECIAL RULE FOR COMPANIES DETER-
MINING REQUIRED CAPITAL GAIN DISTRIBUTIONS
ON TAXABLE YEAR BASIS.—In the case of a
company to which an election under section
4982(e)(4) applies—

‘(i) if such company’s taxable year ends
with the month of November, the amount of
qualified late-year losses (if any) shall be
computed without regard to any income,
gain, or loss described in subparagraphs (C),
(D)(A)(D), and (D)({i)(T), and

¢“(ii) if such company’s taxable year ends
with the month of December, subparagraph
(A) shall not apply.”.

(b) CONFORMING AMENDMENTS.—
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(1) Subsection (b) of section 852 is amended
by striking paragraph (10).

(2) Paragraph (2) of section 852(c) is amend-
ed by striking the first sentence and insert-
ing the following: ‘‘For purposes of applying
this chapter to distributions made by a regu-
lated investment company with respect to
any calendar year, the earnings and profits
of such company shall be determined with-
out regard to any net capital loss attrib-
utable to the portion of the taxable year
after October 31 and without regard to any
late-year ordinary loss (as defined in sub-
section (b)(8)(D)).”

(3) Subparagraph (D) of section 871(k)(2) is
amended by striking the last two sentences
and inserting the following: ‘‘For purposes of
this subparagraph, the net short-term cap-
ital gain of the regulated investment com-
pany shall be computed by treating any
short-term capital gain dividend includible
in gross income with respect to stock of an-
other regulated investment company as a
short-term capital gain.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after the date of the enact-
ment of this Act.

SEC. 309. EXCEPTION TO HOLDING PERIOD RE-

QUIREMENT FOR CERTAIN REGU-
LARLY DECLARED EXEMPT-INTER-
EST DIVIDENDS.

(a) IN GENERAL.—Subparagraph (E) of sec-
tion 852(b)(4) is amended by striking all that
precedes ‘‘In the case of a regulated invest-
ment company’’ and inserting the following:

‘“(E) EXCEPTION TO HOLDING PERIOD RE-
QUIREMENT FOR CERTAIN REGULARLY DE-
CLARED EXEMPT-INTEREST DIVIDENDS.—

‘(i) DAILY DIVIDEND COMPANIES.—Except as
otherwise provided by regulations, subpara-
graph (B) shall not apply with respect to a
regular dividend paid by a regulated invest-
ment company which declares exempt-inter-
est dividends on a daily basis in an amount
equal to at least 90 percent of its net tax-ex-
empt interest and distributes such dividends
on a monthly or more frequent basis.

“(ii) AUTHORITY TO SHORTEN REQUIRED
HOLDING PERIOD WITH RESPECT TO OTHER COM-
PANIES.—.

(b) CONFORMING AMENDMENT.—Clause (ii) of
section 852(b)(4)(E), as amended by sub-
section (a), is amended by inserting ‘‘(other
than a company described in clause (i))”
after ‘‘regulated investment company’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to losses in-
curred on shares of stock for which the tax-
payer’s holding period begins after the date
of the enactment of this Act.

TITLE IV—MODIFICATIONS RELATED TO
EXCISE TAX APPLICABLE TO REGU-
LATED INVESTMENT COMPANIES

SEC. 401. EXCISE TAX EXEMPTION FOR CERTAIN

REGULATED INVESTMENT COMPA-
NIES OWNED BY TAX EXEMPT ENTI-
TIES.

(a) IN GENERAL.—Subsection (f) of section
4982 is amended—

(1) by striking ‘‘either’ in the matter pre-
ceding paragraph (1),

(2) by striking ‘“‘or’’ at the end of paragraph
@,

(3) by striking the period at the end of
paragraph (2), and

(4) by inserting after paragraph (2) the fol-
lowing new paragraphs:

‘“(3) any other tax-exempt entity whose
ownership of beneficial interests in the com-
pany would not preclude the application of
section 817(h)(4), or

‘“(4) another regulated investment com-
pany described in this subsection.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to calendar
years beginning after the date of the enact-
ment of this Act.
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SEC. 402. DEFERRAL OF CERTAIN GAINS AND
LOSSES OF REGULATED INVEST-
MENT COMPANIES FOR EXCISE TAX
PURPOSES.

(a) IN GENERAL.—Subsection (e) of section
4982 is amended by striking paragraphs (5)
and (6) and inserting the following new para-
graphs:

¢(6) TREATMENT OF SPECIFIED GAINS AND
LOSSES AFTER OCTOBER 31 OF CALENDAR
YEAR.—

‘““(A) IN GENERAL.—Any specified gain or
specified loss which (but for this paragraph)
would be properly taken into account for the
portion of the calendar year after October 31
shall be treated as arising on January 1 of
the following calendar year.

‘“(B) SPECIFIED GAINS AND LOSSES.—For
purposes of this paragraph—

‘(i) SPECIFIED GAIN.—The term ‘specified
gain’ means ordinary gain from the sale, ex-
change, or other disposition of property (in-
cluding the termination of a position with
respect to such property). Such term shall
include any foreign currency gain attrib-
utable to a section 988 transaction (within
the meaning of section 988) and any amount
includible in gross income under section
1296(a)(1).

‘“(ii) SPECIFIED LOSS.—The term ‘specified
loss’ means ordinary loss from the sale, ex-
change, or other disposition of property (in-
cluding the termination of a position with
respect to such property). Such term shall
include any foreign currency loss attrib-
utable to a section 988 transaction (within
the meaning of section 988) and any amount
allowable as a deduction under section
1296(a)(2).

¢(C) SPECIAL RULE FOR COMPANIES ELECTING
TO USE THE TAXABLE YEAR.—In the case of
any company making an election under para-
graph (4), subparagraph (A) shall be applied
by substituting the last day of the com-
pany’s taxable year for October 31.

‘(6) TREATMENT OF MARK TO MARKET
GAIN.—

‘“(A) IN GENERAL.—For purposes of deter-
mining a regulated investment company’s
ordinary income, notwithstanding paragraph
(1)(C), each specified mark to market provi-
sion shall be applied as if such company’s
taxable year ended on October 31. In the case
of a company making an election under para-
graph (4), the preceding sentence shall be ap-
plied by substituting the last day of the com-
pany’s taxable year for October 31.

‘“(B) SPECIFIED MARK TO MARKET PROVI-
SION.—For purposes of this paragraph, the
term ‘specified mark to market provision’
means sections 1256 and 1296 and any other
provision of this title (or regulations there-
under) which treats property as disposed of
on the last day of the taxable year.

“(7) ELECTIVE DEFERRAL OF CERTAIN ORDI-
NARY LOSSES.—Except as provided in regula-
tions prescribed by the Secretary, in the case
of a regulated investment company which
has a taxable year other than the calendar
year—

““(A) such company may elect to determine
its ordinary income for the calendar year
without regard to any net ordinary loss (de-
termined without regard to specified gains
and losses taken into account under para-
graph (5)) which is attributable to the por-
tion of such calendar year which is after the
beginning of the taxable year which begins
in such calendar year, and

‘(B) any amount of net ordinary loss not
taken into account for a calendar year by
reason of subparagraph (A) shall be treated
as arising on the 1st day of the following cal-
endar year.”.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to calendar
yvears beginning after the date of the enact-
ment of this Act.
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SEC. 403. DISTRIBUTED AMOUNT FOR EXCISE TAX
PURPOSES DETERMINED ON BASIS
OF TAXES PAID BY REGULATED IN-
VESTMENT COMPANY.

(a) IN GENERAL.—Subsection (c) of section
4982 is amended by adding at the end the fol-
lowing new paragraph:

‘‘(4) SPECIAL RULE FOR ESTIMATED TAX PAY-
MENTS.—

‘“(A) IN GENERAL.—In the case of a regu-
lated investment company which elects the
application of this paragraph for any cal-
endar year—

‘(1) the distributed amount with respect to
such company for such calendar year shall be
increased by the amount on which qualified
estimated tax payments are made by such
company during such calendar year, and

‘“(ii) the distributed amount with respect
to such company for the following calendar
yvear shall be reduced by the amount of such
increase.

‘“(B) QUALIFIED ESTIMATED TAX PAY-
MENTS.—For purposes of this paragraph, the
term ‘qualified estimated tax payments’
means, with respect to any calendar year,
payments of estimated tax of a tax described
in paragraph (1)(B) for any taxable year
which begins (but does not end) in such cal-
endar year.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to calendar
years beginning after the date of the enact-
ment of this Act.

SEC. 404. INCREASE IN REQUIRED DISTRIBUTION
OF CAPITAL GAIN NET INCOME.

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 4982(b)(1) is amended by striking ‘98
percent’ and inserting ‘‘98.2 percent’’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to calendar
years beginning after the date of the enact-
ment of this Act.

TITLE V—OTHER PROVISIONS

SEC. 501. REPEAL OF ASSESSABLE PENALTY
WITH RESPECT TO LIABILITY FOR
TAX OF REGULATED INVESTMENT
COMPANIES.

(a) IN GENERAL.—Part I of subchapter B of
chapter 68 is amended by striking section
6697 (and by striking the item relating to
such section in the table of sections of such
part).

(b) CONFORMING AMENDMENT.—Section 860
is amended by striking subsection (j).

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after the date of the enact-
ment of this Act.

SEC. 502. MODIFICATION OF SALES LOAD BASIS
DEFERRAL RULE FOR REGULATED
INVESTMENT COMPANIES.

(a) IN GENERAL.—Subparagraph (C) of sec-
tion 8562(f)(1) is amended by striking ‘‘subse-
quently acquires” and inserting ‘‘acquires,
during the period beginning on the date of
the disposition referred to in subparagraph
(B) and ending on January 31 of the calendar
year following the calendar year that in-
cludes the date of such disposition,”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to charges
incurred in taxable years beginning after the
date of the enactment of this Act.

TITLE VI—PAYGO COMPLIANCE

SEC. 601. PAYGO COMPLIANCE.

The budgetary effects of this Act, for the
purpose of complying with the Statutory
Pay-As-You-Go-Act of 2010, shall be deter-
mined by reference to the latest statement
titled ‘“‘Budgetary Effects of PAYGO Legisla-
tion” for this Act, submitted for printing in
the Congressional Record by the Chairman of
the House Budget Committee, provided that
such statement has been submitted prior to
the vote on passage.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
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Massachusetts (Mr. NEAL) and the gen-
tleman from Michigan (Mr. CAMP) each
will control 20 minutes.

The Chair recognizes the gentleman
from Massachusetts.

GENERAL LEAVE

Mr. NEAL. Madam Speaker, I ask
unanimous consent that all Members
may have 5 legislative days in which to
revise and extend their remarks and to
include extraneous material on the bill
under consideration.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Massachusetts?

There was no objection.

Mr. NEAL. Madam Speaker, I yield
myself such time as I might consume.

Madam Speaker, more than 100 years
ago, the first U.S. mutual fund was
started in Boston. Mutual funds have
been a way of life for ‘‘everyman’ to
invest in the market, with the benefits
of pooling and diversification. Indeed,
it invites the term ‘‘mutualization.”
Today, more than 50 million house-
holds invest through mutual funds
with a median household income of
$80,000. More than 50 percent of 401(k)
plan assets were invested in mutual
funds at the end of 2009.

H.R. 4337 was introduced last year by
Mr. RANGEL and me to modernize the
tax laws regarding regulated invest-
ment companies, better known as
mutual funds. A technical explanation
and revenue table for this bill may be
found on the Joint Tax Web site,
www.jct.gov.

The tax rules that relate to mutual
funds date back more than a half cen-
tury. Although these rules have been
updated from time to time, it has been
over 20 years since they were last revis-
ited. The bill before us today would
make several changes to the Tax Code
to address outdated provisions, such as
rules that relate to preferential divi-
dends and rules that require mutual
funds to send separate annual dividend
designation notices to shareholders and
rules that prevent mutual funds from
earning income from commodities.

In June, my subcommittee, the Se-
lect Revenue Measures Subcommittee,
reviewed this legislation with a panel
of experts who expressed support for
these changes.

Today, I am pleased to be joined by
my friend, the gentleman from Michi-
gan (Mr. CAMP), in bringing this bill to
the floor with a few technical changes
and revenue offsets from within the in-
dustry. The Ways and Means Com-
mittee has the responsibility to review
our tax rules from time to time, re-
move the dead wood, and update where
necessary. This bill accomplishes that
to the benefit of investors, taxpayers,
and mutual fund companies. I urge its
adoption.

I reserve the balance of my time.

Mr. CAMP. Madam Speaker, I yield
myself such time as I may consume.

(Mr. CAMP asked and was given per-
mission to revise and extend his re-
marks.)

Mr. CAMP. Madam Speaker, regu-
lated investment companies, better
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known in their most prevalent form as
mutual funds, are intended to provide
individual investors the ability to in-
vest easily and with low costs in a di-
versified pool of professionally man-
aged investments. According to the In-
vestment Company Institute, ICI, the
main trade association for mutual
funds, more than 50 million American
families currently invest in mutual
funds.

Most of the current law mutual fund
rules were last collectively updated
more than two decades ago. H.R. 4337
would modify and update certain tech-
nical tax rules pertaining to mutual
funds in order to make them better
conform to, and interact with, other
aspects of the Tax Code and applicable
securities laws.

On June 15, 2010, the Ways and Means
Subcommittee on Select Revenue
Measures held a hearing on H.R. 4337.
Invited witnesses, including a rep-
resentative of ICI, were supportive of
the bill, and we are not aware of any
controversy or opposition to the legis-
lation.

Let me close by making a broader
point. It certainly is appropriate for
Ways and Means to periodically review
the tax law to ensure that targeted
provisions of importance to particular
segments of the economy, including
the mutual fund industry and their in-
vestors, are kept up to date; and I cer-
tainly appreciate the majority’s deci-
sion to hold a hearing on this bill be-
fore bringing it to the floor, because
our committee works best when it
works under regular order.

Having said that, I must say that I
am deeply disappointed that our com-
mittee seems to have lost sight of its
responsibility to address the single
most significant tax issue facing Amer-
icans right now—preventing a massive
$3.8 trillion tax increase at the end of
this year. These looming tax hikes on
families, seniors, investors, and small
businesses not only threaten every
American taxpayer with higher taxes,
but they’re also contributing signifi-
cantly to the uncertainty we see in the
economy as a whole. So while we
should continue to work together to
modernize the tax rules governing mu-
tual funds, we also should be working
together to prevent harmful tax in-
creases, such as the tax hikes on cap-
ital gains and dividends that will dra-
matically affect the very same mutual
fund investors we’re focusing on here
today.

With that, Madam Speaker, 1 urge
support for the bill before us.

INVESTMENT COMPANY INSTITUTE,
Washington, DC, September 28, 2010.
Re: ICI Strongly Supports Mutual Fund Mod-
ernization Legislation.
Hon. NANCY PELOSI,
Speaker, House of Representatives,
U.S. Capitol, Washington, DC.
Hon. JOHN BOEHNER,
Republican Leader, House of Representatives,
U.S. Capitol, Washington, DC.

DEAR SPEAKER PELOSI AND REPUBLICAN
LEADER BOEHNER: The Investment Company
Institute strongly supports the bipartisan
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Regulated Investment Company (‘‘RIC”)
Modernization Act (H.R. 4337). On behalf of
the millions of mutual fund shareholders
who would benefit from this bill, we urge all
House members to vote favorably on this bill
when it is considered on the Suspension Cal-
endar.

This bill would modernize the tax laws
that govern mutual funds. These laws have
not been updated in any meaningful or com-
prehensive way since 1986, almost a quarter
century ago; some of the provisions in cur-
rent law date back more than 60 years. Nu-
merous developments during the past 20-plus
years—including the development of new
fund structures and distribution channels—
have placed considerable stress on the cur-
rently applicable tax rules.

The legislation’s many benefits were dis-
cussed in detail during the bill’s June 2010
hearing before the Committee on Ways and
Means Select Revenue Measures Sub-
committee. The three key areas in which the
bill would benefit funds and their share-
holders involve:

improving the efficiency of mutual fund in-
vestment structures,

reducing disproportionate tax
sequences for inadvertent errors, and

minimizing the need for amended tax
statements and amended tax returns.

As discussed in detail in our testimony be-
fore the Subcommittee, the bill would reduce
the burden arising from amended year-end
tax information statements, improve a
fund’s ability to meet its distribution re-
quirements, create remedies for inadvertent
mutual find qualification failures, improve
the tax treatment of investing in a ‘‘fund-of-
funds’ structure, and update the tax treat-
ment of fund capital losses.

This bill reflects the sponsors’ conclusion,
with which we strongly agree, that it is im-
portant to update, clarify, and streamline
the mutual fund tax rules. By eliminating
uncertainties and allowing appropriate inno-
vations, funds will become more efficient.
The ICI supports the pay-fors included in
H.R. 4337, which apply to regulated invest-
ment companies and fully offset the modest
revenue costs of the legislation.

Enacting this legislation will allow our
members to focus on what they do best—
serving their shareholders.

We urge your support.

Sincerely,
PAUL SCHOTT STEVENS,
President and Chief Executive Officer.

I reserve the balance of my time.

Mr. NEAL. Madam Speaker, I yield
myself such time as I might consume.

Madam Speaker, we held a hearing
on this bill. It is well received by the
investors; it is well received by the mu-
tual fund companies, and it certainly
received no negative commentary in
the House. Why cannot we just come to
this floor and speak to the issue at
hand?

I worked hard on this piece of legisla-
tion with Mr. TIBERI for a long period
of time. This is the legislation that’s in
front of this Congress at this particular
time. It was well met because it was
fully vetted in the committee with suf-
ficient opportunity for any- and every-
one to comment on it.

This is a product that we should be
proud of. For the first time in two dec-
ades, we are modernizing issues that
relate to the industry that many, if not
millions, of Americans come to depend
upon for retirement. I don’t understand
why there would be any additional ar-

con-
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gument made on any other piece of leg-
islation that was being considered
when, in fact, this is the matter that’s
before us at this particular time.

I reserve the balance of my time.
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Mr. CAMP. I have no further requests
for time, and I yield back the balance
of my time.

Mr. NEAL. Madam Speaker, I have
no further requests for time, I urge
adoption of the bill, and I yield back
the balance of my time.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from Massachusetts
(Mr. NEAL) that the House suspend the
rules and pass the bill, H.R. 4337, as
amended.

The question was taken; and (two-
thirds being in the affirmative) the
rules were suspended and the bill, as
amended, was passed.

A motion to reconsider was laid on
the table.

————

ALGAE-BASED RENEWABLE FUEL
PROMOTION ACT OF 2010

Mr. VAN HOLLEN. Madam Speaker,
I move to suspend the rules and pass
the bill (H.R. 4168) to amend the Inter-
nal Revenue Code of 1986 to expand the
definition of cellulosic biofuel to in-
clude algae-based biofuel for purposes
of the cellulosic biofuel producer credit
and the special allowance for cellulosic
biofuel plant property, as amended.

The Clerk read the title of the bill.

The text of the bill is as follows:

H.R. 4168

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Algae-based
Renewable Fuel Promotion Act of 2010”.

SEC. 2. ALGAE TREATED AS A QUALIFIED FEED-
STOCK FOR PURPOSES OF THE CEL-
LULOSIC BIOFUEL PRODUCER
CREDIT, ETC.

(a) IN GENERAL.—Subclause (I) of section
40(b)(6)(E)(1) of the Internal Revenue Code of
1986 is amended to read as follows:

“(I) is derived solely from qualified feed-
stocks, and’’.

(b) QUALIFIED FEEDSTOCK; SPECIAL RULES
FOR ALGAE.—Paragraph (6) of section 40(b) of
such Code is amended by redesignating sub-
paragraphs (F), (G), and (H) as subparagraphs
(H), (I), and (J), respectively, and by insert-
ing after subparagraph (E) the following new
subparagraphs:

‘“(F) QUALIFIED FEEDSTOCK.—For purposes
of this paragraph, the term ‘qualified feed-
stock’ means—

‘(i) any lignocellulosic or hemicellulosic
matter that is available on a renewable or
recurring basis, and

‘(i) any cultivated algae, cyanobacteria,
or lemna.

“(G) SPECIAL RULES FOR ALGAE.—In the
case of fuel which is derived from feedstock
described in subparagraph (F)(ii) and which
is sold by the taxpayer to another person for
refining by such other person into a fuel
which meets the requirements of subpara-
graph (E){A)(ID—

‘(i) such sale shall be treated as described
in subparagraph (C)(i),

‘“(ii) such fuel shall be treated as meeting
the requirements of subparagraph (E)@i)(II)
in the hands of such taxpayer, and
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