Notice of Proposed Rulemaking FOR FURTHER INFORMATION CON- tion 1301. This information will be used

and Notice of Public Hearing TACT: Concerning the proposed regulato determine whether the amount of ta
_ tions, John M. Moran, at (202) 622-4940has been calculated correctly. The colle
Averaging of Farm Income concerning submissions of comments, thigon of information is required to obtain &

hearing, and/or to be placed on the buildsenefit. The respondents are certain inc
ing access list to attend the hearing, Gwyiduals engaged in the trade or busine
AGENCY: Internal Revenue Servicelraynor, at (202) 622-7190 (not toll-freeof farming. . . _
(IRS), Treasury. numbers). Taxpayers provide the |nformat|on_ or
Schedule J, Farm Income Averaging
ACTION: Notice of proposed ru|emak-SUPPLEMENTARY INFORMATION: which is attached to Form 1040, U.S. In
ing and notice of public hearing. dividual Income Tax Return, for the tax
able year in which income averaging i
SUMMARY: This document contains The collection of information con- €lected. The burden for this requiremel
proposed regulations for averaging farmgained in this notice of proposed rulemakis reflected in the burden estimate fo
income under section 1301 of the Internahg has been submitted to the Office oPchedule J. The estimated burden for t
Revenue Code. The regulations refleqfianagement and Budget for review in ac1998 Schedule Jis 1.31 hours per respc
the enactment of the provision by the Taxsordance with the Paperwork Reductiofent.
payer Relief Act of 1997, as amended byt of 1995 (44 U.S.C. 3507(d)). Com- An agency may not conduct or sponsc
the Omnibus Consolidated and Emerments on the collection of informationand @ person is not required to respond-
gency Supplemental Appropriations ACtgpould be sent to th@ffice of Manage- @ collection of information unless it dis-
1999. The regulations provide guidancgent and BudgetAttn: Desk Officer for Plays a valid control number assigned &
to individuals engaged in a farming busithe pepartment of the Treasury, Office othe Office of Management and Budget.
ness who may elect to reduce their regul@htormation and Regulatory Affairs, BoOks or records relating to a collec
tax liability by treating all or a portion of \yashington, DC 20503, with copies tdion of information must be retained a
the current year’s farming income as if it,o |nternal Revenue ServiceAttn: IRS ~ long as their contents may become mate
had been earned in equal proportions OVfJeports Clearance Officer, OP:FS:FAal in the administration of any interna
the prior three years. This document als;shington, DC 20224. Comments ofévenue law. Generally, tax returns ar
provides notice of a public hearing ony . liection of information should be rel@x return information are confidential, a
these proposed regulations. ceived by December 7, 1999. Comment&duired by 26 U.S.C. 6103.

DATES: Written or electronic comments® © specifically requested concerning. Background
%’ Whether the proposed collection of in-

REG-121063-97

Paperwork Reduction Act

and requests to speak (with outlines o tion i for th . :
oral comments) at a public hearing sched®'™Matlon Is necessary for the proper per- This document contains propose

uled for February 15, 2000, must be re2'mance of the fun_ctions Of the IRS, inamendments to the Income Tax Regul:
ceived by January 14, 2000. cludnjg wh('e.ther the information will havetions (26 CFR part 1) for averaging farn
practical utility; income under section 1301 of the Intern:
ADDRESSES: Send submissions to: The accuracy of the estimated burdeRevenue Code (Code). Section 1301 w
CC:DOM:CORP'R (REG_121063_97),associated with the proposed collection anacted by section 933 of the Taxpay:
room 5226, Internal Revenue Servicelnformation (see below); Relief Act of 1997, Public Law 105-34
POB 7604, Ben Franklin Station, Wash- How the quality, utility, and clarity of (111 Stat. 788) (the TRA of 1997), effec
ington, DC 20044. Submissions may b&he information to be collected may be entive for taxable years beginning after De
hand delivered Monday through Fridayhanced; cember 31, 1997, and ending before Jar
between the hours of 8 a.m. and 5 p.m. to: How the burden of complying with theary 1, 2001. Section 2011 of the Tax ar
CC:DOM:CORP:R (REG-121063-97),proposed collection of information mayTrade Relief Extension Act of 1998
Courier’s Desk, Internal Revenue Serbe minimized, including through the ap-which is part of the Omnibus Consoli
vice, 1111 Constitution Avenue, NW,plication of automated collection tech-dated and Emergency Supplemental A
Washington, DC. Alternatively, taxpayershiques or other forms of information techpropriations Act, 1999, Public Law 105.
may submit comments electronically viahology; and 277, 112 Stat. 2681, amended section 9
the Internet by selecting the “Tax Regs” Estimates of capital or start-up cost®f the TRA of 1997 by deleting the Janu
option on the IRS Home Page, or by sukand costs of operation, maintenance, araty 1, 2001 ending date.
mitting comments directly to the IRS In-purchase of services to provide informa- Section 1301(c) authorizes the Secr
ternet site at http://www.irs.gov/tax_regstion. tary to prescribe regulations as may be a
regslist.html. The public hearing will be The collection of information in this propriate to carry out the purposes of th
held in room 2615, Internal Revenugroposed regulation is in §1.1301-1(c)section, including regulations regardin
Building, 1111 Constitution Avenue, NW, This collection of information is required (1) the order and manner in which item
Washington DC. by the IRS to verify compliance with sec-of income, gain, deduction, or loss, ©



limitations on tax, shall be taken into aciment is any change in taxable income dax attributable to the elected farm incom
count in computing the tax imposed byax liability that is permitted to be madeallocated to such year.
chapter 1 (Normal Taxes and Surtaxes) dfy filing an amended Federal income tax
subtitle A (Income Taxes) of the Code ometurn, or a change in taxable income o¥
the income of any taxpayer to whom thigax liability resulting from an IRS exami- The proposed regulations provide th:
section applies for any taxable year, andation. If there is no adjustment for a5rm income includes all income, deduc
(2) the treatment of any short taxablelection year or a base year, a late elegons, gains, and losses attributable to :
year. tion, change, or revocation may be madggividual’s farming business. An indi-
only with the consent of the Commis-jiqual may designate what type, and ho
sioner. The IRS and the Treasury Deparinych of each type, of farm income is t
I. In general ment anticipate that the Commissioner'se treated as elected farm income. Tl
consent will be obtained by requesting @jected farm income may not exceed ¢
Under section 1301, an individual mayetter ruling from the national office. individual’'s taxable income. In addition
elect to compute the section 1 tax for the _ _ elected farm income from net capital gai
current taxable year by designating all ofV- Calculation of section 1 tax attributable to a farming business may n
a portion of the individual's farm inCome o jncome averaging allocates oneexceed total net capital gain. One-third ¢
(subject to certain limitations) as electeq; g ot g|ected farm income from an eleceach type of elected farm income is the
farm income, and subtracting it from tax(—ﬁion year to each of the base years only f@located to each base year.

o e s oot o ot e Pupose of caelaing e scton
three brior vears' taxable income and th‘?ax attributable to the elected farm incom
increaZe inythe section 1 tax that resulgnocaﬂ.Ed 0 each base year. The_ proposedThe regulations, as proposed, apply
from these additions is calculated Thﬁ%gulatlons prowde that the section 1 tazny taxable period ending on or after
prior years are referred to as basé year‘?gr the election year 'S determined by aldate of publication of a Treasury decisio
The tax for the current year is the sum OIP'catmg elected farm income to the basadopting these r_ules as final regulations
(1) the section 1 tax for the current yea¥ears qnly.after all other adjustments an;he Federal Register. Howe_ver, the rules
without the elected farm income and (2 eterminations have b_een made. For ein these pr_opg;ed regulations may t_)e I
the increase in the section 1 tax for themp.le’ any net opgratmg loss carryover |l$ed.on by individuals fpr tgxable period:
) . applied to an election year before allocaending before the publication of the Trec
three base years that is attributable to . .
. INg elected farm income to the base yearsury decision.
elected farm income. . )
The regulations provide that the alloca- _
Il. Engaged in a farming business tion of elected farm income to the bas@Pecial Analyses
. . years does not affect any determination |t has heen determined that this notic
The proposed regulations provide thafother than the calculation of the section proposed rulemaking is not a signifi
the termfarming busines$ias the same tax attributable to the elected farm in¢ant regulatory action as defined in Exec
meaning as provided in sectioncome) with respect to the election year ofye Order 12866. Therefore, a regulatol
263A(e)(4) and the regulations thereunthe pase years. Thus, for example, in agssessment is not required. It has al
der. The proposed regulations also prgslying the section 68 overall limitation onpeen determined that section 553(b) of t
vide that an individual engaged in a farmitemized deductions to the election yeangministrative Procedure Act (5 U.S.C
ing business includes a sole proprietor Cadjusted gross income for the eleCtiOBhapter 5) does not app|y to these regu|
a farming business, a partner of a partnefmar includes any elected farm income ations. It is hereby certified that the collec
ship engaged in a farming business, andigcated to the base years. Similarly, thgon of information in these regulation:
shareholder of an S corporation engagegction 68 limitation for a base year is nojil| not have a significant economic im-

Elected farm income

Explanation of Provisions

Eroposed Effective Date

in a farming business. recomputed to take into account any allopact on a substantial number of small en
lll. Making, changing, or revoking an cation of elected farm income to suchijes. This certification is based upon th
election base year. fact that the collection of information im-

The proposed regulations provide thgbosed by this regulation is not significar
The proposed regulations provide that aalculation of the section 1 tax on electegs reflected in the estimated burden of il
farm income averaging election is madérm income allocated to a base year #®rmation collection for Schedule J, whicl
by filing Schedule J, Farm Income Aver-made without any additional adjustmentgs 1.31 hours per respondent. Therefore
aging, with an individual's timely filed or determinations with respect to thaRegulatory Flexibility Analysis under the
Federal income tax return (including exyear. For example, if a base year had Regulatory Flexibility Act (5 U.S.C. chap-
tensions). In general, the proposed reggpartially used capital loss, the remaininger 6) is not required. Pursuant to sectic
lations provide that if an individual has arcapital loss may not be applied to reduceg805(f) of the Code, this notice of pro
adjustment for an election year or basthe elected farm income allocated to sucposed rulemaking will be submitted to th
year, the individual may also make a latgear. Similarly, if a base year had a paichief Counsel for Advocacy of the Smal
farm income averaging election or changgally used credit, the remaining creditBusiness Administration for comment ol
or revoke a previous election. An adjustmay not applied to reduce the section its impact on small business.



Comments and Public Hearing from the IRS and Treasury Departmenship engaged in a farming business, anc

. participated in their development. shareholder of an S corporation engag
Before these proposed regulations are in a farming business. An individual is

adopted as final regulations, considera- Fokox ok not required to have been engaged in

tion will be given to any electronic or : : :
written comrr?ents (a si zed original and’ToPosed Amendment to the Regulationga"ming business in any of the base yea
9 9 in order to make a farm income averagin

eight (8) copies) that are submitted timely Accordingly, 26 CFR part 1 is pro-election.

to the IRS. The IRS and Treasury Deparfpsed to be amended as follows: (c) Making, changing, or revoking an

ment request comments on the clarity of election—(1) Making an electionA farm

the proposed rules and how they can BeART 1—INCOME TAXES income averaging election is made by fil

made easier to understand. In addition, L i i

comments are specifically requested re. Paragraph 1. The authority citation fofd Schedule J, Farm Income Averagin
pecitically requ art 1 is amended by adding an entry iWith an individual's timely filed (includ-

garding whether wages paid to a shar%—umerical order to read as follows: ing extensions) Federal income tax retul

holder of an S corporation may be

. : - Authority: 26 U.S.C. 7805 * * * for the election year. .
glecuble.,-l f?)rlm ;ncomi.l.All'comm?nts Will  Section 1.1301-1 also issued under 26 (2) Making a late election, or changing
e available for public inspection and | "~ 1301(c). * * * or revoking an election-(i) Adjustments

copying.

i iHR an election or base yeaAn individual
A public hearing has been scheduled Par. 2. An undesignated center headin§ y

- i i ho has an adjustment for an electio
for February 15, 2000, beginning at 1 nd §.1'1301 1are addgd |Tmed|§1tel‘9/ear or an ba.i,e ear mav make a la
a.m. in room 2615 of the Internal ReV_ollowmg the center heading “ReadjustyY€ar ¢ y Y€ y
enue Building 1111 Constitution Avenue ment of Tax Between Years and Specidf/m income averaging election, chang

' Limitations” : the amount of elected farm income in
NW, Washington, DC. Due to building -Mtations” to read as follows:

’ - previous election, or revoke a previou
Secunty pI’OCGdUI’eS, visitors must enter at INCOME AVERAGING

election, if the period of limitation on fil-
the 10th Street entrance, located between

Constitut 4P | 2 A &1.1301-1 Averaging of farm income ing a claim for credit or refund has not ex
onstitution and Fennsylvania Avenuess = +=+-= " pired for the election year. For purpose
NW. In addition, all visitors must present P Y Purp

A I (a) Overview.An individual engaged in of this paragraph (c)(2), an adjustment
photo identification to enter the building. , farming business may elect to comput@ny change in taxable income or tax lic
Because of access restrictions, Visitorg, = por ¢ rrent year (election year) inbility that is permitted to be made by fil-
will not be admitted beyond the immedi-. o (- jiability under section 1 by avering an amended Federal income tax retu
ate entrance area more than 15. mlnut%sging, over the prior three-year period®r a change in taxable income or tax li
before the hearing starts.  For informagoo'veare) - all or a portion of the indibility made as the result of an IRS exam
tion at_)ogt having your name placed o idual’'s current year electible farm in-nation.

Fhe building access list to attend the heaE'ome (as defined in paragraph () of this (i) No adjustment.f an individual
ing, see the "FOR FURTHER INFOR-go i - 19 average farm income, the indoes not have an adjustment described
g/lr':;—rln?all\é CONTACT" section of this i a1 paragraph (c)(1)(i) of this section, the in
: 1) Designates all or a portion of hisdividual may not make a late farm incom
The rules of 26 CFR 601.601(a)(3),, he(r)electil:?Ie farm incomepfor the elecaveraging election, change the amount
apply to the hearing. Persons who wish g | year as elected farm income; elected farm income in a previous elec
prese_nt oral com_ments aF the hearing must (2) Allocates one-third of the electedtion, or revoke a previous election, with
submit eIecFronlc or written comments, . "income to each of the three baseut the consent of the Commissioner.
and an outline pf the topics to be d'sgears; and (d) Calculation of section 1 tax(1) In
cus_sed a_nd the tlme_to be devot_ed to eath (3) Determines the election year secgeneral. The section 1 tax for the electior
top!c (signed original and elght_ (8)tjon 1 tax by determining the sum of-  year is determined by allocating electe
copies) by January 14, 2000. A period of (i) The election year section 1 taxfarm income to the base years only aft
10 minutes will be allotted to each persof iyt regard to the elected farm inall other adjustments and determinatior
for making comments. An agenda showgg e pys have been made. For example, any r
ing the scheduling of thelspeakers W',"_be (ii) For each base year, the in-operating loss (NOL) carryover or ne
prepared after the deadline for receiving o 56 in section 1 tax attributable to theapital loss carryover is applied to a
outlines has passed. Copies of the agendg, cteq farm income allocated to sucklection year before allocating electe
will be available free of charge at the g, farm income to the base years. Similar!
hearing. (b) Individual engaged in a farmingthe determination of whether there is a n
business. Farming business has the samsection 1231 gain or loss in the electio
meaning as provided in sectionyear and the determination of the chara
The principal author of these regula263A(e)(4) and the regulations thereunter of the section 1231 items are made b
tions is John M. Moran, Office of Assis-der. An individual engaged in a farmingfore allocating elected farm income to th
tant Chief Counsel (Income Tax & Ac-business includes a sole proprietor of base years. The allocation of elected far
counting). However, other personnefarming business, a partner in a partneincome to the base years does not affe

Drafting Information



any determination (other than the calcula- (ii) In 2000, T has taxable income of $50,000 anpends on all of the facts and circum
tion of the section 1 tax attributable to thé&'ectible farm income of $12,000. T makes a famtances.
elected farm income) with respect to the > o~ i\?et:iasg'er;gcfiLﬁ;t;g?mwi';tgrisepfocrt ztgo‘?)” (2) Determination of amount that may
election year or the base years. Thus, fafiys, $4,000 of elected farm income is allocated t9€ €lected farm income(i) Electible
example, in applying the section 68 overeach of years 1997, 1998 and 1999. T's 2000 tax farm income. The maximum amount of
all limitation on itemized deductions toability is the sum of— income that an individual may elect to av
the election year, adjusted gross income (A) The section 1 tax on $38,000 (2000 taxablgyrage (electible farm income) is the sul
for th_e election year includes any electeﬁcz’g;elzg'?fcﬁ Igf;idaizr;nggn7czr:§)l‘£? the sectidaf any farm_income and ga_in mir_lus an
farm income allocated to the base years.iay on $27,000 minus the section 1 tax on $23,0d@&rm deductions or losses (including los
Similarly, the section 68 limitation for a (the increase in section 1 tax attributable to thearryovers and carrybacks) that are ¢
base year is not recomputed to take intgected farm income allocated to such years after ilgywed as a deduction in computing the ir
account any allocation of elected farm ingréasing such years’ taxable income by the electeghy/iqyal's taxable income. However
. income allocated to such year by the 1999 farm in- . .
come to such base year. The calcula'uoc me averaging election): plus electible farm income may not excee
of the section 1 tax on elected farm in- (c) For year 1999, the section 1 tax on $25.00baxable income. In addition, electible
come allocated to a base year is madfinus the section 1 tax on $21,000 (the increase farm income from net capital gain attrib
without any additional adjustments or desection 1 tax attributable to the elected farm incomgtgble to a farming business cannot e
terminations with respect to such yeag!located to such year after reducing such year's taxa o tota| net capital gain. An individua
. ._@ble income by the 1999 elected farm income). . .
For example, if a base year had a partlalﬁ/ who has both ordinary and net capite
used capital loss, the remaining capital (e) Electible farm income-(1) Identifi- gain farm income may elect (up tc
loss may not be applied to reduce thgation of items attributable to a farmingelectible farm income) any combinatior
elected farm income allocated to suchusiness—(i) In general. Farm income of such ordinary and net capital gain farr
year. Similarly, if a base year had a pafincludes items of income, deductionjncome.
tially used credit, the remaining credityain, and loss attributable to the individ- (i) Examples. The rules of paragraph
may not applied to reduce the section ga's farming business. Farm losses in€)(2)(i) of this section are illustrated by
tax attributable to the elected farm inC0me|ude a NOL carryover or Carryback, or dhe following examp|es:
allocated to such year. net capital loss carryover, to an election Example 1A has farm gross receipts of $200,00
. (2) Base year was previously an elecyear that is attributable to a farming buSiémd farmpordinary deduc%ions of $5%,000fB A’s'tax
tion year or another base yealf a base ness. Income, gain or loss from the sale @bie income is $150,000 ($200,000-$50,000). A
year for a current farm income averagingievelopment rights, grazing rights, an@lectible farm income is $150,000, all of which i
election was previously an election yeapther similar rights is not treated as attribordinary income.
for another farm income averaging elecytable to a farming business. Farm in- Example 2B has ordinary farm income of
tion, the base year’s section 1 tax is detegome does not include wages. $200,000 and nonfarm losses of $50,000. B'’s ta
g

. . , i " ~able income is $150,000 ($200,000-$50,000). B
mined after reducing the base year's tax- (i) Gain or loss on sale or other dis-electible farm income is $150,000, all of which i

able income by the elected farm incom@osition of property—(A) In general. ordinary income.
for that prior election year. If a base yeagain or loss from the sale or other dispo- Example 3C has a farm capital gain of $50,00(

for a current farm income averaging elecsition of property (other than land, but in-2"d @ nonfarm capital loss of $40,000. C also h

; : . . ordinary farm income of $60,000. C has taxable ir
tion was previously a base year for ancjuding a structure affixed to the land) o oﬁ $70,000 ($50,000-$40,000+$60,000). C
other farm Income averaging eleCtlon’. thenat was regularly used in the individual'sectible farm income is $70,000. C can elect up
base year’s section 1 tax is determineghrming business for a substantial periog10,000 of farm capital gain and up to $60,000
after increasing the base year’s taxable iyf time is treated as attributable to a farnfarm ordinary income.
come by the elected farm income allomg business. Whether property was regu- Example 4. D has a nonfarm capital gain of

cated to that year by that prior election. |arly used for a substantial period of “m?fig’g?inﬁ ;:ﬂ?n(f:ﬂ;auo;io‘g gg’g ’OODOhaZ f:
(3) Example. The rules of paragraphdepends on all of the facts and CircUMspie income of $110,000 ($40 000-$30.000

(d)(2) of this section are illustrated by thestances. $100,000). D's electible farm income is $100,00
following example: (B) Cessation of a farming busined$. ordinary farm income minus $30,000 farm capite

) ain or loss described in paraaraplpss: or $70,000, all of which is ordinary income.
Example. (i) In each of years 1996, 1997 andg P grap Example 5. E has a nonfarm capital gain of

1998, T had taxable income of $20,000. In 1999, ¥€)(1)(il)(A) of this section is realized ¢, 00024 2 capital loss of $30,000, E al
had taxable income of $30,000 (prior to any farm inafter cessation of a farming business, su slordinary farm income of $1OO,000.Y E has ta
come averaging election) anq electible farm_ incomgain or loss is treated as attributable to @&le income of $97,000 ($20,000-$23,00
ggfl\;’i'tohogsge’:ta;ezggggmo'f”ﬁ;me?ei‘t’igzﬂggne:sf?arming business if the property is sold-$100,000). E has a farm capital loss carryover

‘ within a reasonable time after cessation ¢f7,000 ($30,000-$23,000 allowed as a deductior

come for 1999. Thus, $3,000 of elected farm incom s electible f : is $100,000 ordi f
: farmin in ~ Asal r other diE's electible farm income is 0, ordinary farr
is allocated to each of years 1996, 1997 and 19981€ fa g business. Asale or othe égwome minus $23,000 farm capital loss, or $77,00
|

T's 1999 tax liability is the sum of— position within one year of cessation Ot ;¢ hich is ordinary income.

~ (A) The section 1 tax on $21,000 (1999 taxablghe farming business is presumed to be

'”C?é‘)‘e':m'”us ﬁ'e?ted farTg'ggng;P'usd Lgs. ¢ Within @ reasonable time. Whether a sale (f) Miscellaneous rules-(1) Short tax-
or eacn or years y , an , the . s .

section 1 tax on $23.000 minus the section 1 tax o other disposition tha_t occurs more thaable yeaﬁ(|) In ger)eral. If a base year

$20,000 (the increase in section 1 tax attributable @N€ year after cessation of the farmingr an election year is a short taxable ye:

the elected farm income allocated to such year). business is within a reasonable time dehe rules of section 443 and the regul



tions thereunder apply for purposes of (g) Effective date. The rules of this
calculating the section 1 tax. section apply to taxable years ending

(i) Base year is a short taxable ye#ir. or after the date of publication of th
a base year is a short taxable year, the ifireasury decision adopting these rules
crease in section 1 tax attributable to thinal regulations in th&ederal Register.
elected farm income allocated to such

year is determined after the taxable in- ~_John M. Dalrymple,
come for such year has been annualized. Acting Deputy Commissionel
(iii) Election year is a short taxable of Internal Revenue.

year. If an election year is a short taxable . _ _
. . L (Filed by the Office of the Federal Register on Oct
year, any elected farm income is first an:

. . ber 7, 1999, 8:45 a.m., and published in the issue
nualized before being allocated to thehe Federal Register for October 8, 1999, 64 F.
base years. The increase in section 1 taxs3s)
attributable to the elected farm income al-
located to the base years is the same part
of the tax computed on an annual basis as
the number of months in the short election
year is of 12 months.

(2) Changes in filing statusAn indi-
vidual is not prohibited from making a
farm income averaging election solely be-
cause the individual’s filing status is not
the same in an election year and the base
years. For example, an individual who
files married filing jointly in the election
year, but filed as single in all of the base
years, may still elect to average farm in-
come.

(3) Employment tax.A farm income
averaging election has no effect in deter-
mining the amount of wages for purposes
of the Federal Insurance Contributions
Act (FICA), the Federal Unemployment
Tax Act (FUTA), and the Collection of In-
come Tax at Source on Wages (Federal in-
come tax withholding), or the amount of
net earnings from self-employment for
purposes of the Self-Employment Contri-
butions Act (SECA).

(4) Alternative minimum tax.A farm
income averaging election does not apply
for purposes of determining the section 55
alternative minimum tax in the election
year or any base year. However, an elec-
tion will apply for purposes of determin-
ing the regular tax under sections 53(c)
and 55(c).

(5) Unearned income of minor child.
In an election year, if a minor child’s in-
vestment income is taxable under section
1(g) and a parent makes a farm income
averaging election, the tax rate used for
purposes of applying section 1(g) is the
rate determined after application of the
election. With respect to a base year,
however, the tax on a minor child’s in-
vestment income is not affected by a farm
income averaging election.


Jack W Wade, Jr.



