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AMENDMENT TO H.R. 4173

OFFERED BY MR. LATTA OF OHIO

Page 1279, after line 9, add the follmving new title:

TITLE VII-DEDUCTION FOR
2 QUALIFIED SMALL BUSINESS
3 INCOME
4 SEC. 9001. DEDUCTION FOR QUALIFIED SMALL BUSINESS

5 INCOME.

6 (a) Ix GE~"'"F1RAL.-Paragl'aph (1) of section 199(a)

7 of the Internal Revenue Code of 1986 is amended to read

8 as follows:
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"(1) I~ GENERAlJ.-There shall be allmved as a

deduction an amount equal to the sum of-

"(A) 9 percent of the lesser of-

"(i) the qualified production activities

income of' the tm"...1layer for the ta.,"'Cable

veal' or., ,

"(ii) taxable income (determined 'with-

out l'eg'ard to this· section) for the taxable

year, and

"(B) in the case of a qnalified small busi

ness for a ta.,"'Cable year begiIUling in 2009 or

2010, 20 percent of fhe lesser of-

f:\VHLC\120409\120409.131.xml
December 4, 2009 (1 :21 p.m.)

(45674911)



F:\PII\FR\AMDS\LATTA_02.xML

2

1 "(1) the qualified small business i11-

2 come of the taxpayer for the taxable year,

3 or

4 "(ii) taxable income (determined with-

5 out regard to this section) for the taxable

6 year.".

7 (b) QUALIFIED S:MALL BUSINESS; QCALIFIED SJl/L'\LL

8 BUSIXESS INCOJ\IE.-Section 199 of such Code is amend-

9 ed by adding at the end the follmving ne"v subsection:

10 "(e) Q S B QUAJ.JFIED ~ :'IIAI.T. USINESS; UAI.IFTED

11 S"NIALL BeSI::'>."'ESS Txco"NIE.-
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"(1) QUALIFIED SJl/BLL BUSINESS.-

"(A) Ix GEXER...'\L.-For purposes of this

section, the term 'qualified small business'

means any ta}.lJayer for any ta.."'Cable year if the

annual average number of employees employed

by such taxpayer during such taxable year "vas

500 or fe,ver.

"(B) AGGREGA.TION RCLE.-For purposes

of subparagraph (A), any person treated as a

single employer under subsection (a) or (b) of

section 52 (applied without regard to section

1563(b)) or subsection (m) or (0) of section

414 shall be treated as 1 taxpayer for purposes

of this subsection.
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"(C) SPECIAL RTiLE.-If a taxllayer is

treated as a qualified small business for any

.taxable year, the ta.~llayer shall not fail to be

treated as a qualified small business for any

subsequent tmcable year solely because the num

ber of en1ployees employed by sueh taxllayer

during such subsequent ta~able year exceeds

500. The preceding sentence shall cease to

apply to such taxpayer in the first taxable year

in which there is an ownership change (as de

fined by section 382(g) in respect of a corpora

tion, or by applying principles analogous to

such O\vllership change in the case of a tax-

payer that is a partnership) with respect to the

stock (or partnership interests) of the taxpayer.

"(2) QUALIFIED SMALL BUSINESS INCOME.-

"(A) Ix GEXERAL.-For purposes of this

section, the term 'qualified small business in-

come' means the excess of-

" (i) the income of the qualified small

business which-

"(I) is attributable to the actual

conduct of a trade or business,
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within the United States (within the

meaning of section 861), and

"(III) is not passive income (as

defined in section 904(d)(2)(B)), over

"(ii) the sum of-

"(I) the cost of goods sold that

are allocable to such income, and

"(II) other expenses, losses, or

deductions (other than the deduction

allowed under this section), which are

properly allocable to such income.

"(B) EXCEPTIOXS.-.The following' shall

not be treated as income of a qualified small

business for purposes of subparagraph (A):

"(i) Any income which is attributable

to any property· described in section

1400N(p)(3).

"(ii) Any income which is attributable

to the ownership or management of any

professional sports temn.

"(iii) Any incOlne which is attributable

to a trade or business described in suh-

paragTaph (B) of section 1202(e)(3).
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"(iv) Any income which is attributable

to any property with respect to 'which

records are required to be maintained

under section 2257 of title 18, United

States Code.

"(C) AI.JI.JOCATTON Rr~T.JES, ETC.-Rules

7 similar to the rules of paragraphs (2), (3),

8 (4)(D), and (7) of subsection (c) shall apply for

9 purposes of tllis paragraph.

10 "(3) SPECIAI.J RUI.JEs.-Except as otherwise

11 provided by the Secretary, rules similar to the rules

12 of subsection (d) shall apply for purposes of this

13 subsection." .

14 (c) CONFORJ\IING 1U1E)''DMENTS.-

15(1) Section 199(a)(2) of such Code is amended

16 by striking "paragraph (1)" and inserting "para-

17 graph (I)(A)".

18 (2) Section 199(d)(2) of such Code is amended

19 by striking "subsections (a)(I)(B)" and inserting

20 "subsections (a)(I)(A)(ii)".

21 (d) EFFECTIVE DATK-rrhe amendments made by

22 this section shall apply to taxable years beginning after

23 December 31,2009.
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