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of the June 1979 energy regulations (as de-
fined by section 4996(b)(8)(C) as in effect be-
fore its repeal), or 

(B) any other method to provide tertiary 
enhanced recovery which is approved by the 
Secretary for purposes of this section. 

(c) Application with other deductions 

No deduction shall be allowed under sub-
section (a) with respect to any expenditure—

(1) with respect to which the taxpayer has 
made an election under section 263(c), or 

(2) with respect to which a deduction is al-
lowed or allowable to the taxpayer under any 
other provision of this chapter. 

(Added Pub. L. 96–223, title II, § 251(a)(1), Apr. 2, 
1980, 94 Stat. 286; amended Pub. L. 97–448, title 
II, § 202(b), Jan. 12, 1983, 96 Stat. 2396; Pub. L. 
100–418, title I, § 1941(b)(7), Aug. 23, 1988, 102 Stat. 
1324.)

Editorial Notes 

REFERENCES IN TEXT 

Section 4996(b)(8)(C), referred to in subsec. (b)(3)(A), 
was repealed by Pub. L. 100–418, title I, § 1941(a), Aug. 23, 
1988, 102 Stat. 1322. 

AMENDMENTS 

1988—Subsec. (b)(3)(A). Pub. L. 100–418 substituted 
‘‘section 4996(b)(8)(C) as in effect before its repeal’’ for 
‘‘section 4996(b)(8)(C)’’. 

1983—Subsec. (b)(1). Pub. L. 97–448 struck out ‘‘during 
the taxable year’’ after ‘‘any cost paid or incurred’’.

Statutory Notes and Related Subsidiaries 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–418 applicable to crude oil 
removed from the premises on or after Aug. 23, 1988, see 
section 1941(c) of Pub. L. 100–418, set out as a note under 
section 164 of this title. 

EFFECTIVE DATE OF 1983 AMENDMENT 

Amendment by Pub. L. 97–448 effective, except as oth-
erwise provided, as if it had been included in the provi-
sion of the Crude Oil Windfall Profit Tax Act of 1980, 
Pub. L. 96–223, to which such amendment relates, see 
section 203(a) of Pub. L. 97–448, set out as a note under 
section 6652 of this title. 

EFFECTIVE DATE 

Pub. L. 96–223, title II, § 251(b), Apr. 2, 1980, 94 Stat. 
287, provided that: ‘‘The amendments made by this sec-
tion [enacting this section and amending sections 263, 
1245, and 1250 of this title] shall apply to taxable years 
beginning after December 31, 1979.’’

§ 194. Treatment of reforestation expenditures 

(a) Allowance of deduction 

In the case of any qualified timber property 
with respect to which the taxpayer has made (in 
accordance with regulations prescribed by the 
Secretary) an election under this subsection, the 
taxpayer shall be entitled to a deduction with 
respect to the amortization of the amortizable 
basis of qualified timber property based on a pe-
riod of 84 months. Such amortization deduction 
shall be an amount, with respect to each month 
of such period within the taxable year, equal to 
the amortizable basis at the end of such month 
divided by the number of months (including the 
month for which the deduction is computed) re-

maining in the period. Such amortizable basis at 
the end of the month shall be computed without 
regard to the amortization deduction for such 
month. The 84-month period shall begin on the 
first day of the first month of the second half of 
the taxable year in which the amortizable basis 
is acquired. 

(b) Treatment as expenses 

(1) Election to treat certain reforestation ex-
penditures as expenses 

(A) In general 

In the case of any qualified timber prop-
erty with respect to which the taxpayer has 
made (in accordance with regulations pre-
scribed by the Secretary) an election under 
this subsection, the taxpayer shall treat re-
forestation expenditures which are paid or 
incurred during the taxable year with re-
spect to such property as an expense which 
is not chargeable to capital account. The re-
forestation expenditures so treated shall be 
allowed as a deduction. 

(B) Dollar limitation 

The aggregate amount of reforestation ex-
penditures which may be taken into account 
under subparagraph (A) with respect to each 
qualified timber property for any taxable 
year shall not exceed—

(i) except as provided in clause (ii) or 
(iii), $10,000, 

(ii) in the case of a separate return by a 
married individual (as defined in section 
7703), $5,000, and 

(iii) in the case of a trust, zero. 

(2) Allocation of dollar limit 

(A) Controlled group 

For purposes of applying the dollar limita-
tion under paragraph (1)(B)—

(i) all component members of a con-
trolled group shall be treated as one tax-
payer, and 

(ii) the Secretary shall, under regula-
tions prescribed by him, apportion such 
dollar limitation among the component 
members of such controlled group.

For purposes of the preceding sentence, the 
term ‘‘controlled group’’ has the meaning 
assigned to it by section 1563(a), except that 
the phrase ‘‘more than 50 percent’’ shall be 
substituted for the phrase ‘‘at least 80 per-
cent’’ each place it appears in section 
1563(a)(1). 

(B) Partnerships and S corporations 

In the case of a partnership, the dollar 
limitation contained in paragraph (1)(B) 
shall apply with respect to the partnership 
and with respect to each partner. A similar 
rule shall apply in the case of an S corpora-
tion and its shareholders. 

(c) Definitions and special rule 

For purposes of this section—

(1) Qualified timber property 

The term ‘‘qualified timber property’’ means 
a woodlot or other site located in the United 
States which will contain trees in significant 
commercial quantities and which is held by 
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the taxpayer for the planting, cultivating, car-
ing for, and cutting of trees for sale or use in 
the commercial production of timber products. 

(2) Amortizable basis 

The term ‘‘amortizable basis’’ means that 
portion of the basis of the qualified timber 
property attributable to reforestation expendi-
tures which have not been taken into account 
under subsection (b). 

(3) Reforestation expenditures 

(A) In general 

The term ‘‘reforestation expenditures’’ 
means direct costs incurred in connection 
with forestation or reforestation by planting 
or artificial or natural seeding, including 
costs—

(i) for the preparation of the site; 
(ii) of seeds or seedlings; and 
(iii) for labor and tools, including depre-

ciation of equipment such as tractors, 
trucks, tree planters, and similar ma-
chines used in planting or seeding. 

(B) Cost-sharing programs 

Reforestation expenditures shall not in-
clude any expenditures for which the tax-
payer has been reimbursed under any gov-
ernmental reforestation cost-sharing pro-
gram unless the amounts reimbursed have 
been included in the gross income of the tax-
payer. 

(4) Treatment of trusts and estates 

The aggregate amount of reforestation ex-
penditures incurred by any trust or estate 
shall be apportioned between the income bene-
ficiaries and the fiduciary under regulations 
prescribed by the Secretary. Any amount so 
apportioned to a beneficiary shall be taken 
into account as expenditures incurred by such 
beneficiary in applying this section to such 
beneficiary. 

(5) Application with other deductions 

No deduction shall be allowed under any 
other provision of this chapter with respect to 
any expenditure with respect to which a de-
duction is allowed or allowable under this sec-
tion to the taxpayer. 

(d) Life tenant and remainderman 

In the case of property held by one person for 
life with remainder to another person, the de-
duction under this section shall be computed as 
if the life tenant were the absolute owner of the 
property and shall be allowed to the life tenant. 

(Added Pub. L. 96–451, title III, § 301(a), Oct. 14, 
1980, 94 Stat. 1989; amended Pub. L. 97–354, § 3(g), 
Oct. 19, 1982, 96 Stat. 1689; Pub. L. 99–514, title 
XIII, § 1301(j)(8), Oct. 22, 1986, 100 Stat. 2658; Pub. 
L. 108–357, title III, § 322(a)–(c)(4), Oct. 22, 2004, 
118 Stat. 1474, 1475; Pub. L. 109–135, title IV, 
§ 403(i)(1), Dec. 21, 2005, 119 Stat. 2624.)

Editorial Notes 

PRIOR PROVISIONS 

A prior section 194 was renumbered section 194A of 
this title. 

AMENDMENTS 

2005—Subsec. (b)(1)(B). Pub. L. 109–135, § 403(i)(1)(A), 
reenacted heading without change and amended text 

generally. Prior to amendment, text read as follows: 
‘‘The aggregate amount of reforestation expenditures 
which may be taken into account under subparagraph 
(A) with respect to each qualified timber property for 
any taxable year shall not exceed $10,000 ($5,000 in the 
case of a separate return by a married individual (as de-
fined in section 7703)).’’

Subsec. (c)(4). Pub. L. 109–135, § 403(i)(1)(B), reenacted 
heading without change and amended text generally. 
Prior to amendment, text read as follows: 

‘‘(A) IN GENERAL.—Except as provided in subpara-
graph (B), this section shall not apply to trusts and es-
tates. 

‘‘(B) AMORTIZATION DEDUCTION ALLOWED TO ESTATES.—
The benefit of the deduction for amortization provided 
by subsection (a) shall be allowed to estates in the 
same manner as in the case of an individual. The allow-
able deduction shall be apportioned between the in-
come beneficiary and the fiduciary under regulations 
prescribed by the Secretary. Any amount so appor-
tioned to a beneficiary shall be taken into account for 
purposes of determining the amount allowable as a de-
duction under subsection (a) to such beneficiary.’’

2004—Pub. L. 108–357, § 322(c)(4), substituted ‘‘Treat-
ment’’ for ‘‘Amortization’’ in section catchline. 

Subsec. (b). Pub. L. 108–357, § 322(a), substituted 
‘‘Treatment as expenses’’ for ‘‘Limitations’’ in heading. 

Subsec. (b)(1). Pub. L. 108–357, § 322(a), amended head-
ing and text of par. (1) generally. Prior to amendment, 
text read as follows: ‘‘The aggregate amount of amor-
tizable basis acquired during the taxable year which 
may be taken into account under subsection (a) for 
such taxable year shall not exceed $10,000 ($5,000 in the 
case of a separate return by a married individual (as de-
fined in section 7703)).’’

Subsec. (b)(2). Pub. L. 108–357, § 322(c)(2), substituted 
‘‘paragraph (1)(B)’’ for ‘‘paragraph (1)’’ in introductory 
provisions of subpar. (A) and in subpar. (B). 

Subsec. (b)(3), (4). Pub. L. 108–357, § 322(c)(1), struck 
out pars. (3) and (4) which related to inapplicability of 
section to trusts and applicability of section to estates, 
respectively. 

Subsec. (c)(2). Pub. L. 108–357, § 322(b), inserted ‘‘which 
have not been taken into account under subsection (b)’’ 
after ‘‘expenditures’’. 

Subsec. (c)(4), (5). Pub. L. 108–357, § 322(c)(3), added 
pars. (4) and (5) and struck out former par. (4) which re-
lated to basis allocation if the amount of the amortiz-
able basis acquired during the taxable year of all quali-
fied timber property with respect to which the tax-
payer had made an election under subsec. (a) exceeded 
the amount of the limitation under subsec. (b)(1). 

1986—Subsec. (b)(1). Pub. L. 99–514 substituted ‘‘sec-
tion 7703’’ for ‘‘section 143’’. 

1982—Subsec. (b)(2)(B). Pub. L. 97–354 substituted 
‘‘Partnerships and S corporations’’ for ‘‘Partnerships’’ 
in heading, and inserted ‘‘A similar rule shall apply in 
the case of an S corporation and its shareholders.’’

Statutory Notes and Related Subsidiaries 

EFFECTIVE DATE OF 2005 AMENDMENT 

Amendments by Pub. L. 109–135 effective as if in-
cluded in the provisions of the American Jobs Creation 
Act of 2004, Pub. L. 108–357, to which they relate, see 
section 403(nn) of Pub. L. 109–135, set out as a note 
under section 26 of this title. 

EFFECTIVE DATE OF 2004 AMENDMENT 

Amendment by Pub. L. 108–357 applicable with re-
spect to expenditures paid or incurred after Oct. 22, 
2004, see section 322(e) of Pub. L. 108–357, set out as a 
note under section 46 of this title. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Amendment by Pub. L. 99–514 applicable to bonds 
issued after Aug. 15, 1986, except as otherwise provided, 
see sections 1311 to 1318 of Pub. L. 99–514, set out as an 
Effective Date; Transitional Rules note under section 
141 of this title. 
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EFFECTIVE DATE OF 1982 AMENDMENT 

Amendment by Pub. L. 97–354 applicable to taxable 
years beginning after Dec. 31, 1982, see section 6(a) of 
Pub. L. 97–354, set out as an Effective Date note under 
section 1361 of this title. 

EFFECTIVE DATE 

Pub. L. 96–451, title III, § 301(d), Oct. 14, 1980, 94 Stat. 
1991, provided that: ‘‘The amendments made by this 
section [enacting this section and amending sections 62 
and 1245 of this title] shall apply with respect to addi-
tions to capital account made after December 31, 1979.’’

§ 194A. Contributions to employer liability trusts 

(a) Allowance of deduction 

There shall be allowed as a deduction for the 
taxable year an amount equal to the amount—

(1) which is contributed by an employer to a 
trust described in section 501(c)(22) (relating to 
withdrawal liability payment fund) which 
meets the requirements of section 4223(h) of 
the Employee Retirement Income Security 
Act of 1974, and 

(2) which is properly allocable to such tax-
able year. 

(b) Allocation to taxable year 

In the case of a contribution described in sub-
section (a) which relates to any specified period 
of time which includes more than one taxable 
year, the amount properly allocable to any tax-
able year in such period shall be determined by 
prorating such amounts to such taxable years 
under regulations prescribed by the Secretary. 

(c) Disallowance of deduction 

No deduction shall be allowed under sub-
section (a) with respect to any contribution de-
scribed in subsection (a) which does not relate 
to any specified period of time. 

(Added Pub. L. 96–364, title II, § 209(c)(1), Sept. 26, 
1980, 94 Stat. 1290, § 194; renumbered § 194A, Pub. 
L. 97–448, title III, § 305(b)(1), Jan. 12, 1983, 96 
Stat. 2399.)

Editorial Notes 

REFERENCES IN TEXT 

Section 4223(h) of the Employee Retirement Income 
Security Act of 1974, referred to in subsec. (a), is classi-
fied to section 1403(h) of Title 29, Labor.

Statutory Notes and Related Subsidiaries 

EFFECTIVE DATE OF 1983 AMENDMENT 

Pub. L. 97–448, title III, § 311(c)(2), Jan. 12, 1983, 96 
Stat. 2411, provided that: ‘‘The amendments made by 
subsection (b) of section 305 [redesignating section 194 
of this title, relating to contributions to employer li-
ability trusts, as this section] shall take effect on Octo-
ber 14, 1980.’’

EFFECTIVE DATE 

Pub. L. 96–364, title II, § 210, Sept. 26, 1980, 94 Stat. 
1291, provided that: 

‘‘(a) Except as otherwise provided in this section, the 
amendments made by this title [amending sections 401, 
404, 411 to 414, 4971, and 4975 of this title] shall take ef-
fect on the date of the enactment of this Act [Sept. 26, 
1980]. 

‘‘(b) Subpart C of part I of subchapter D of chapter 1 
of such Code (as added by this Act) [sections 418 to 418E 
of this title] shall take effect, with respect to each 

plan, on the first day of the first plan year beginning 
on or after the earlier of—

‘‘(1) the date on which the last collective-bar-
gaining agreement providing for employer contribu-
tions under the plan, which was in effect on the date 
of the enactment of this Act [Sept. 26, 1980], expires, 
without regard to extensions agreed to after such 
date of enactment, or 

‘‘(2) 3 years after the date of the enactment of this 
Act [Sept. 26, 1980]. 
‘‘(c) The amendments made by section 209 [enacting 

this section and amending sections 501 and 4975 of this 
title] shall apply to taxable years ending after the date 
of the enactment of this Act [Sept. 26, 1980].’’

§ 195. Start-up expenditures 

(a) Capitalization of expenditures 

Except as otherwise provided in this section, 
no deduction shall be allowed for start-up ex-
penditures. 

(b) Election to deduct 

(1) Allowance of deduction 

If a taxpayer elects the application of this 
subsection with respect to any start-up ex-
penditures—

(A) the taxpayer shall be allowed a deduc-
tion for the taxable year in which the active 
trade or business begins in an amount equal 
to the lesser of—

(i) the amount of start-up expenditures 
with respect to the active trade or busi-
ness, or 

(ii) $5,000, reduced (but not below zero) 
by the amount by which such start-up ex-
penditures exceed $50,000, and

(B) the remainder of such start-up expendi-
tures shall be allowed as a deduction ratably 
over the 180-month period beginning with 
the month in which the active trade or busi-
ness begins. 

(2) Dispositions before close of amortization 
period 

In any case in which a trade or business is 
completely disposed of by the taxpayer before 
the end of the period to which paragraph (1) 
applies, any deferred expenses attributable to 
such trade or business which were not allowed 
as a deduction by reason of this section may 
be deducted to the extent allowable under sec-
tion 165. 

(3) Special rule for taxable years beginning in 
2010

In the case of a taxable year beginning in 
2010, paragraph (1)(A)(ii) shall be applied—

(A) by substituting ‘‘$10,000’’ for ‘‘$5,000’’, 
and 

(B) by substituting ‘‘$60,000’’ for ‘‘$50,000’’. 

(c) Definitions 

For purposes of this section—

(1) Start-up expenditures 

The term ‘‘start-up expenditure’’ means any 
amount—

(A) paid or incurred in connection with—
(i) investigating the creation or acquisi-

tion of an active trade or business, or 
(ii) creating an active trade or business, 

or 
(iii) any activity engaged in for profit 

and for the production of income before 
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