92 STAT. 1332

Oct. 17, 1978
[H.R. 8811]

U.S. Tax Court,
judges’
retirement pay.
26 USC 7447.

26 USC 7448.

26 USC 7447

note.

PUBLIC LAW 95-472—O0CT. 17, 1978

Public Law 95-472
95th Congress

An Act

To amend section 7447 of the Internal Revenue Code of 1954 with respect to
&e revocation of an election to receive retired pay as a judge of the Tax
urt.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That section T447
of the Internal Revenue Code of 1954 (relating to retirement of Tax
Court judges) is amended by adding at the end thereof the following
new subsection:

“(i) Revocarion or ErecrioN To Recerve Rerirep Pay.—

“(1) In ceENEraL—Notwithstanding subsection (e)(2), an
individual who has filed an election to receive retired pay under
subsection (d) may revoke such election at any time before the
first day on which retired pay (or compensation under subsection
(¢) in lieu of retired pay) would (but for such revocation)
begin to accrue with respect to such individual.

*(2) MANNER OF REVOKING.—Any revocation under this sub-
section shall be made by filing a notice thereof in writing with
the Civil Service Commission. The Civil Service Commission shall
transmit to the chief judge a copy of each notice filed under this
subsection.

“(3) Errecr oF revocaTioN.—In the case of any revocation
under this subsection—

“(A) for purposes of this section, the individual shall be
treated as not having filed an election to receive retired pay
under subsection (d),

“(B) for purposes of section T448—

“(i) the individual shall be treated as not having filed
an election under section T448(b), and

“(ii) section 7448(g) shall not apply, and the amount
credited to such ingividual’s account (together with
interest at 4 percent per annum to December 31, 1947,
and 3 percent per annum thereafter, compounded on
December 31 of each year to the date on which the revo-
cation is filed) shall be returned to such individual,

“(C) no credit shall be allowed for any service as a judge
of the Tax Court unless with resigf;ct to such service either
there has been deducted and withheld the amount required
by the civil service retirement laws or there has been
deposited in the Civil Service Retirement and Disa.bili:}y-rl
Fund an amount equal to the amount so required, wi
interest,

“(D) the Tax Court shall deposit in the Civil Service
Retirement and Disability Fund an amount equal to the
additional amount it would have contributed to such Fund
but for the election under subsection (e),and !

“(E) if subparnﬁ}n h (D) is complied with, service on
the Tax Court sha treated as service with respect to
which deductions and contributions had been made during
the period of service.”

Skc. 2. (a) The amendment made by the first section of this Act shall
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a?fgs ‘Etth respect to revocations made after the date of the enactment
o ct.

(b) Any individual who elects to revoke under section 7447 (i) of
the Internal Revenue Code of 1954 within one year after the date of
enactment of this Act shall be treated as having the requisite current
service for purposes of redepositing funds in the Civil Service Retire-
ment and Disability Fund and for purposes of reviving creditable
%etrvimcﬂder subchapter ITT of chapter 83 of title 5 of the United

ates e.

SEC. 3. TREATMENT OF GROUP LEGAL SERVICE PLAN CONTRIBUTIONS
FOR PURPOSES OF UNEMPLOYMENT AND SOCIAL SECURITY
TAXES.

(a) Section 3306 (b) of the Internal Revenue Code of 1954 (relating
to the definition of wages for purposes of the Federal Unemployment
Tax Act) is amended—

by striking out “or” at the end of paragraph (10) ;
2) by stri]dni out the period at the end of paragraph (11)
mserting in lieu thereof “; or”; and

£3) by :.lggng at the end thereof the following new paragraph:

“(12) any contribution, payment, or service, provided by an

employer which may be excluded from the gross income of an

employee, his spouse, or his dependents, under the provisions of

section 120 (re tin% to amounts received under qualified group
legal services plans).”.

(b) Section 3121(a) of such Code (relating to the definition of
wages for purposes of the Federal Insurance Contributions Act)
is amended—

E 1) by striking out “or” at the end of paragraph (15);

2) by striking out the period at the end of paragraph (16)
and inserting in lieu thereof * ; or”; and

{3) by adding at the end thereof the following new paragraph:

“(17) any contribution, payment, or service provided by an
employer which may be excluded from the gross income of an
employee, his spouse, or his dependents, under the provisions of
section 120 (relating to amounts received under qualified group
legal services plans).”.

(c) Section 209 of the Social Security Act is amended—

51) by striking out “or” at the end of subsection (n);

2) by striking out the ‘Period at the end of subsection (o)
and inserting in lieu thereof “; or”; and

(3) by inserting after subsection (o) and before the sentence
beginning with “For purposes of this title, in the case of domestic
service” the following new subsection :

L 1p) Any contribution, payment, or service, provided by an
employer which may be excluded from the gross income of an
employee, his spouse, or his dependents, under the provisions of sec-
tion 120 of the Internal Revenue Code of 1954 (relating to amounts
received under qualified group legal services plans).”.

(d) The amendments made by this section shall apply with respect
to taxable years beginning after December 31, 1976.
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SEC. 4. INVOLUNTARY CONVERSION OF SPECIALLY VALUED FARM,
ETC., REAL PROPERTY.

(a) In GeNerarn.—Section 2032A of the Internal Revenue Code of
1954 érelating to valuation of certain farm, ete., real property) is
amended by adding at the end the following new subsection:

“(h) Seprcrar Rures For INvoLUNTARY CONVERSIONS OF (QUALIFIED
Rear PropERTY.—

“(1) TREATMENT OF CONVERTED PROPERTY.—

“(A) In eeN —If there is an involuntary conversion
of an interest in qualified real property and the qualified
heir makes an election under this subsection—

(i) no tax shall be imposed by subsection (¢) on such
conversion if the cost of the qualified replacement prop-
erty equals or exceeds the amount realized on such con-
version, or

“(ii) if clause (‘i)zsedoes not apply, the amount of the
tax 1mposed by subsection (¢) on such conversion shall
be the amount determined under subparagraph (B).

“(B) AMOUNT OF TAX WHERE THERE I8 NOT COMPLETE REIN-
vEsTMENT.—The amount determined under this subpara-
graph with respect to any involuntary conversion is the
amount of the tax which (but for this subsection) would
h:gehbean imposed on such conversion reduced by an amount
which—

(1) bears the same ratio to such tax, as
“(i1) the cost of the qualified replacement property
bears to the amount realized on the conversion.

“(2) TREATMENT OF REPLACEMENT PROPERTY.—For purposes of
subsection (¢)—

“tgl.A.) any qualified rt:,;:lacement property shall be treated
in the same manner as if it were a portion of the interest in
qualified real property which was involuntarily converted,
except that with respect to such qualified replacement
property— .

“(i) the 15-year period under paragraph (1) of sub-
section (c¢) shall be extended by any period, beyond the
2-year period referred to in section 1033(a) (2) (B) (i),
during which the qualified heir was allowed to replace
the qualified real property, and

“(ii) the phaseout period under garagraph (3) of
subsection (cfshall be appropriately adjusted to take into
account the extension referred to in clause (i),

“#(B) any tax im?osed by subsection (¢) on the involun-
tary conversion shall be treated as a tax imposed on a partial
disposition, and

“(C) paragraph (7) of subsection (c) shall be applied—

“5) by not taking into account periods after the invol-
un conversion and before the acquisition of the
qualified replacement property, and

“(il) by treating material participation with respect
to the converted pll;?iparty as material participation with
respect to the qualified replacement property.

“(3) DEFINITIONS AND SPECIAL RULES.—Ifor purposes of this

subsection—
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“(A) InvoLunTaRY coNVERsiON.—The term ‘involuntary

conversion’ means & compulsorgaor involuntary conversion

within the meaning of section 1033. 26 USC 1033.
“(B) QUALIFIED REPLACEMENT PROPERTY.—The term ‘quali-

fied replacement property’ means—

(1) in the case of an involuntary conversion deseribed
in section 1033(a) (1), any real property into which the
qualified real property is converted, or

“(ii) in the case of an involuntary conversion described
in section 1033(a) 52), any real property é)urchased by
the qualified heir during the period specified in section
1033(a) (2) (B) for purpeses of replacing the qualified
real property.

Such term urﬁy includes property which is to be used for the

ualified use set forth in subparagraph (A) or (B) of subsection
?b (2) under which the qualified real property qualified under
subsection (a).

“(4) CerTAaIlN RULES MADE APPLICABLE.—The rules of the last
sentence of section 1033(a) (2) (A) shall apply for purposes of
pamgra%h (3) (B) (ii).

“(5) Erecrion.—Any election under this subsection shall be
made at such time and in such manner as the Secretary may by
regulations prescribe.”.

(b) ApsustmENT OoF Basis.—Section 1016 of such Code (relating 26 USC 1016.
to adjustments to basis) is amended by redesignating subsection (c)
as subsection (d) and by inserting after subsection (b) the following
new subsection :

“(c) IncrEasE 1N Basis 1x THE Casg oF CerTAIN INVOLUNTARY
CONVERSIONS.—

“(1) In ceEneranL—If there is a complusory or involuntary
conversion (within the meaning of section 1033) of any property
the basis of which is determined under section 1023 and an addi- 26 USC 1023.
tional estate tax is imposed on such conversion under section
2032A (¢), then the adjusted basis of such property shall be 26 USC 2032A.
increased by an amount which bears the same ratio to such tax
with respect to the conversion of that property as—

“(A) the net appreciation in value of such property, bears
to

“(B) the excess of—

(1) the value of such property for purposes of chap-
ter 11 as determined with respect to the estate of the 26 USC 2001
decedent without regard to section 2032A ; over
“(ii) the value of such property for purposes of chap-
ter 11 as determined with respect to the estate of the
decedent with regard to section 2032A.

“(2) Ner appreEciaTION IN VALUE—For purposes of this sub-
section, the net appreciation in value of any property shall be
determined in accordance with section 1023 (f) (2) except that—

“(A) the adjusted basis taken into account shall be in-
creased by any adjustment under section 1028,

“(B) the fair market value of such property shall be
determined without regard to section 2032A, and

“(C) any net appreciation in value in excess of the amount
determined under paragraph (1)(B) shall be disregarded.

“(3) TiMe ADJUSTMENT MADE—AnNy adjustment under para-
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gaph (1) shall be deemed to have occurred immediately before

e compulsory or involuntary conversion.”,

26 USC 2032A. (c¢) Conrormine Amenpment.—Paragraph (1) of section 2032
A(£) of such Code (relating to period of limitations) is amended b
inserting “(or if later in the case of an involuntary conversion to whic
an election under subsection (h) applies, 3 years from the date the
Secretary is notified of the regla.cament. of the converted Rrr)perty or
of an intention not to replace)” immediately before “, and”.

26 USC 1016 (d) Errective Date.—The amendments made by this section shall

note. apply to involuntary conversions after December 31, 1976,

Approved October 17, 1978.
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