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built, or reconditioned property. However, tha lessee would he considered tiio
original usev if hi is the first person to use tho property for its Init-noca function.
Thus, the fact that the lessor nmy ha for ¢ .rule, tested, stovid, or attempted
to lease the property to other person; will not preclude the lass: from being con-
sidered tiie original user.

‘(c) l.as's of lca-icd piopc:ty— (.1) General trie. If a valid election is made
under this section, the amount of qualified inresl.neat under section -11(c) with
resp st to the lon;cd p: .« arty shall !'m; determined hy reference to tho basis of such
property in the hands of the lessee as determined under subparagraph (£) or (3) of
this paragraph, whichever is applicable.

(D) Property transferred before February 2031. (i) In the- care cf leased
properly possession of which is transferred to the lessee before February 26, 303-1,
unless subdivision (ii) of this subparagraph applies, the basis cf the property in
the hands of the losses shall ho the hr'.in of the property ia th: hands of the 1: eor.

(it) If tho properly was constructed by the lessor (or by a corporation which
controls or is controlled by the lessor within tiio meaning of section 305(c)), the
basis of the property in the hands of tiie lessee shall be an amount equal to the
fair market value of such property on tiie date parser 'on is Irons' .rod to tho
loosea. She term "constructed™ ahd! be given its corn: mly accept:! meaning,
that is, to build, manufacture, or c:cc! something’' wliich did not theretofore t hi..
Tims, reconstruction, rebuilding, or reconditioning dues not constitute’ "consauc-
tion”. How rer, it Is not necessary that the materials used in construction be
new in use.

3) Property transferred r.fier February %> JCM. (i) In the crse cf leased
prop', y posses ion of -siicli is ir: asfcrrod to the lessee after February 23, 3064,
unlew, subdivision (ii) of t_is sclparagraph applies, tiie basis o' th. property in
tho hands of lessee cho.l! be an crao:: it cru . to tho ir movitot value cf ;:uch
properly on the date p i o n ir tiv.K’erred to tho j

(li) If tha property is leased by a corporation which io a member of an affili-
ated group (within tha meaning of par.'graph (!) (ii) of §Il.-ifi-1) to another cor-
poration which is a member of the : mo affiliated group on tlio dale possession oi
tiie property is transferred to the lesr th-j iv or tho properly in ike bands c*f
the lo:;. co siie.ll be tiie basis of ihe pro: city in the hands of tlie lessor.

(cl) lilstimatcd useful lifo of leased proper'y. Tlie estimated useful life to tiie

less of property subject to tile election shall bo ( .. edtobe ho esti i-atcd i
life in the hands, of the lcrror for purposes of computing depreciation, regardless
Of tiio torn of the lease. Tiie les-ov ball Icri ino the estimated us .ft:! life of

each leased properly on an individual brnis even though imiltlplo asset accounts
(including guideline class accounts described in Revenue Procedure 62-21) are used.

However, in tho case of: . - similar in kind c- itoined in a multiple asset
account, the lessor shall assign to each of such e<escts tha average useful life oi
such ass:Is used ill computing depreci: tlo i. Thus, i pic, if during a tn

year a lessor leases :.'0 similar truck - with or average estiinoled useful life for
depreciation purposes of 7 years, based or an estimated rouge of 6 to 2 years, lie
must resign r. useful 1. j of 7 years to each of the 3.0 trucks.

(c) 2c. or ill a lessee, Tf the k >or of property IS ltself a lessee who is
treated, under t ion, > i pureh su hj nl/, and ubl. .or
make; a vail ionu : hiss ionto t e ubl _ as a pt rch ~ then
thobasi . ..tIm: . dusef 1life of such properly in t:"- hands of th i
shalt be dote luatl under j i « 1i . tion as If riginal

lessor had leased the pron-e: . di ibl >on tlm dato po; cssiou of
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ices'. §1.48-4(b) continued

the property is transferred to tlie sublessee." Thus, for example, if on March 1,
IBGi, corporation X leases property to corporation V, v.hicli in turn subleases the
property to individual A (who is the first person to uso tlie property for Its intended
function), and if both X and Y make valid elections under this section, tho basis
of the properly lo A is equal to its fair market value on tho date or. which posses-
sion is transferred from Y to A (regardless of whether X-and Y arc members of
the same affiliated group), and its estimated useful life to A is the estimated useful
life in the hands of X.

(f) I'roperty-by-propcrty election— (1) Manner of linking election. Tlie elec-
tion of a lessor with respect lo a particular property (or properties) shall bo made
by filing a statement with tho lessee, signed ay the lessor and including the written
consent of the lessee,~containing the following information:

(1) The name, address, nnd taxpayer account number oftiie lessor and the
lessee;

(i) The district director’s office with which the income tax returns of the
lessor and tho lessee are filed;

(ill) A description of each property with respect to which the clecllon is being
made; .

(iv) Tlie date on which possession of the property (or properties) is transferred
to the lessee;

(v) Tlie estimated useful life category of tire property (or properties) Jr. tire
hands cf the lessor, that i3, a years or more but less than c years, Gyears or more
but less than S years, or 3 years or move; except that, in tiio case of property p03-
cession of which is transferred to the lessee before January 1, 1CGL, tlie lessor may,
p.t his option, uso the estimated useful life of the property (or properties) in the
hands of the lessor expressed in terms of years;

(vi) The basis of tho leased propcrl™ in tiie hands of the lessee (or sublessee)
as determined under paragraph (c) of this section; and

(vii) If thr ’essor i>itself a lessee, the name, address, and taxpayer account
number of the original lessor, and tiie disliict director’s offico with which the income
tux return of such original lessor is filed.

(E) Time for making election. Tlie statement referred to in subparagraph (1)
of this paragraph shall be filed with the lessee on or before thel dvo data (bid
any extex--ors of time) of tha lessee's roturn for lessee’s texasi:: year during \dAsh
possession of tlio property is transferred to tlio lessee, or on or before July 15, ItCi,
whichever is later.

(8 Election is irrovocaMe." An election tinder tt llparagraph shall be irrevo-
cable as of tiie time tho statement referred to in subparagraph (1) of this para-
graph Is filed with the lessee.

(g) Goneml election— (1) In general. In lieu of melting elections on a prop-
crty-by-property basis in tiie manner and time prescribed In paragraph (f) of this
section, a lessor may, with respect to a particular taxablo year of a particular
lessee, make a general election to irc-at such lessee as having purchased all prop-
ortk i posse s'on of which la transferred under K. sa by the lessor lo the lessee
during such taxable year of the lessee.

(2) Manner end time for making general election. The general election of a
1 awl l'i; ispcct th a t ..a ble year of h lessee shall be made by filing a statement

DTootnotd fS37é3 Matter in Uailes added by TD 0353, bich struck out:
(1) "CCth day die- (

el'rcntlco-ilall, Inc.—I 'cd. Tax At
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with the lessee, signed by the lessor and Including the written consent of tho jo.'see,
on or before the* fine <«ta (INncluding w.y extensions of tli,:]) of d.o lessee’s rerun
for such taxable gear, or on or before July 15, 1964, whichever is leior. Such st.".to-
ruent of general election shall contain:

(i) . Tine name, address, nnd taxpayer account numb v of tiio lessor and tho
lessee;

(ii) Tlie taxable year of tlie lessee with respect to which such general election
ia made;

(iii) Tho district director’s office with which tiio income ts:-: returns cf cho
lessor and the lessee are filed;

(iv) If tiio lessor is itself a lessee, tho name, address, and taxpayer account
number of tlie original lessor, and tiie district director’s office with which tiio in-
come true return of such original lessor is filed. '

© JSlccKon is irrevocable. A general election under tills paragraph shall ba
irrevocable as of tlie time the statement referred to in subparagraph (&) of tills
paragraph is fled with tiio lessee and shall bo binding o:i tiio lessor and the losses
for the entire tunable year of the lessee with respect to which sucii general election
iu made. .

- o

(4) Information requirement. TC a lessor, with respect to a taxable year of a
lessee, mr.ltos a general dceiion under this paragraph, euoh lessor shall provide
such lessee, on cr before the’ due dato (Including any extensions cf time) of tho
lessee’s return for such taxable year, or on or before July 15, 190f, whichever is
later, with a statement (or statements) containing the Information rcpjlved by pa
graph (f)(1) (iii). (iv), (v), and (vi) of this section with respect to al properties
possession of which is transferred wider lease by the lessor to tlio lessee c'u_.":g such
taxable year.

(ii) Signature. The statement referred to in paragraph (i) (l) or (g) (2) of
tins section shall not bo valid unless signed by botii the lessor and the 3::a:-e. The
signature of the lessee shall constitute the con: st of tho 1. sea to lise election. Tiie
statement shall be signed by the taxpayer or a duly authorized agent of the tax-
payer. For purposes of tills section, a facsimile signature) may bo used in lieu of r.
signature manually executed and, if used, shall bo as binding a: a signatwa manu-
ally executed.

(i) £RD3Erved3 .

(j) lccord i'euuirxi®onis. Tiii lesser end tha lessee ch.ili heor) ac a part cf their
records the statement re Co.red to in paragraph (f)(1), or tho slftin.onts referred
to in paragraphs (g)(2) mid (g) (1), of ihi-s taction. Tha lc.sor shall attach t «llls
I . ae tas § turn a su -nary statement of all property leassd during ids taxable
year with .. me t to v.i Ish an locKen is mads. However, if tha dim data cf the
return (including cxtc-n .fons cf time) is hs-fora July 3d, f i.!, tlio run. - ny slats*
znent may bo died on or before sueh date with tlio district director with whim tho
return has fc: as filed. Such aiuamary statement Ehall contain tha following infivmao-
tio.n: (i) The name, address, and tr.upr.yer dccowiL number cf tha lessor; ru:’ (
In numerical account number order, carh_les.-eo’'w account number, name, and td*
r ' the e* 11 useful H< cri 7 cf tl » ;. ty mJl r " b’s, £Lc
® imated useful ] mnd i a mt 9be 13 or fai « larltst value of the
property, whichever ie rj ;: crbie.

rvoo'.Tio:.. fm.: er.r.iJuueiM > .
“60th day after Uio first transi under 1 [duvh ucb ;.. r) tothel .jof
po .C-slcr. of property eligible fc: tho £ ral cl under sul eph (1) of tbi

<3 “@0J day Bdtovtho Iv.t <Uy o? tho lwseVa”
XASS.SSB:. . ." .3 . t
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t«i) Adjustment ol rental cl:ar\cMons--{l) In genoval. Tee role3 of this yarn*
graph apply only to section S3 property placeJ in ssi-vieo before Ji.nuary 2, 3864,
and Pith respect to any such, property only for taxablo years of a 1-33ee beginning
before January 1, 103-i. If a lerror malcc3 valid election under this section with
respect to property placed In service by tiie Ic.eeeo before January 2, I0&.", section
4S(g) 7%>d’52.22-7 (relating to adjusunsr.ts to basis of property) shell not apply
to tho 12-3301' with respect to such prr -erty, Thus, tlio lessor ia not required to
reduce under section -13(g)(1) the I::.;ly of such prop::ty. ITcwovev, if such an
election io jur.de, tin deductions ctherwl33 alTcwnbla under section 133 to tlie lessee
for amounts paid cr accrued to tho lessor v.vlov tho l-ee.ec shall ha adjusted In the
manner provided in tide paragraph. For special adjustment fov tanabls yeera
beginning after December 32,1033, sso paragraph (ni) cf this section.

(Z) 33scvsr.se iu rocJ deduction. (i) Tho deductions- othcr.vico allowable under
section 2.2 to the lessee fov amounts pr-td or acorned to the lassor under tlie lease
with respect to leased properly placed Li sewlee bc-Hevo January 1, 13QQ shell he
tF-CL ..".sccl under subdivirion (ii) cr (Hi) of fit: subs:.: graph, whichever ia appli-
cable, 'ey Cii amount detenubed by refernice to the credit earned on tiie leased
property. 1 to “c iit< . Bio leased property is determined by multlotylng
tiro qur.liCecl investment (as defined in e;e'.lc-i <13(c-)) with respect to such property
by 7 percent. Thus, tiio credit earned (end tho deers, ss IB deductions) is determined
without regard to the limitation based on tr:; which, under section 45(a)(2), may

limit L'-r-. oil ti- scre V- d : |.::i: way tales Into account In any cue *v. v.

(il) If, in tiio case of property placed in sswice before January 1, T¢'31, the
lessor, iuv.fr: paragraph (?) (2) (v) of Ihl.-j. C i, supplies tlio less.-.o with the useful
life of such property expressed in years, then for each ible year beginning
before January 2, 1032, any part of which f. 'v williin a period beginning with, the
month in which tha leased properly in pi: ..cl la fo. by the lessee *»id ending
with the clone of thO estimated « ful : -, «j, j o — (== cii/ . In * under

paragraph (d) of this section), tho 1c33S2 y'.'H deeranaa the deduc'ion otherwise
ellowablD under section 7 ;2 for each svoh t* ..this year with rc.ecol to such prop-
erty. Tiio decrease for each ouch taxable year shall be equal tc (a) tho credit
earned, divided by (b) tho estimated useful life of tiie property (eapraw-cd in
montl’3), multiplied by (c) the number of calendar months in whi’h the leased
property was held by the lessee during such taxable year. Thus, if leased property

wi L&basis of 37,0C i fc: j of: 1 Sr-ye:elccsse, anli itfc ii us 1 itsd
urefill lift, cf 20 yc.-.vj, is placed tr uiv.lc.; I>y the le* ::e ¢ July 7.5, 2323, the lessee
must de s hi m. y. "' '"ctlon Ithrespectto the leased property for the
i. bleyeai : by L ( C credit asd, divided by 120, multiplied by 8).
(ill) iv, in tho case d property pi cinsi lco ore January 1, 10SS, the
lessor, under pars; bvaph (f)(?.)(v) or this not! n, st; plies the lersca with the
useful life ¢ iogory of auch property, t su fo .. fleycu 1 before
‘ P tc shortest life of tl ry
used by lha lessee in computing qurtii.liS i.ivi.-fnent ur.de- section f 3(c) with resyict
to the lew .2 properly, the la-sce* s': 1 c-:---se tiie Cruuction otherwise r.ilov."a'ola

undo:., motion 2.32 ir..- safu ti'mbb yeur wit'”, ressect to such property. The decrease
for cmv. such tavabla year Ohfll be equal tc tiie credit earned divided by ouch
chortest Ufa, that is. ®l, G ov 3. finch deem-res sh'vl begin with tha taxable year

lme ht :  perty in sendee. 1 Jif L proje . ith
a basis of §S0,CCO0 to the lessee, and an esi I iseftill iling itliln the iyears

| I v Jtlie 5) .. :.iul lifs vVry,is pi- m. i>senics by the 1?;.-eq
witiiln the lessee’s bic I 3 i +Jl, j.I & mustd . 3
tda @=" on 132 dedut tl I tli.setto t:-." isedy eity re? each of tiie t&sshle
, | B 't cr:at j d. """y .

-Ihtulc. -Jir.ll, Inc.—Pea. ‘frx - =S 3 1
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(iv) ToO the extent that a required decrease, wider subdivision (il) or (ili) of
this subparagraph, is net taken into account for any taxable year beginning fceforo
January 1, IP 3., fcecr.usa tho deduction otherwise cllo\vahle widen section 102 for
such taxable year with for,pact to tiie Icrcsd properly v: lees then tlieerequired
decrease for such taxable yesr, then tlio balance of tho x pjlredde rea snot siren
Into account for such taxufcle year shall dscre.eso tho cmount otherwise allowable
as a deduction under section 162 with r sj: stto suoh property for the next succeed-
ing taxablo year (cr yeavu) beginning before J,muc.ry 1, 16G4, if any, for which a
deduction is allowable with respect to such property. T&ss, if tlio required decrease
with respect to lonss-J properly is $20b for 18<2 but tho le. see’s deduction otherwise
ello’vable under sccf.cn 162 for such triable yeor with respect to such proper! *ij
only .;C6, the balance cf §1C0 muse he applied ia 1063 to decrease tho deduction
ertlisrwiso allowable io the lev :e with respect to tiie leased properly for such taxable
year. . .

(v) See paragraph (is) of j 1.43-7 for reduction cf bvcis in tho case of on actual
purclio.se o’ le.iscd properly by a lessee (ia i. taxable yc- ; of wuch lorscc beginVug
before Jnnuaay I, 1Z'A) who Ir Steen treated a s pu.chaser ¢’ each properly under
this section. *

(S) Increase in rental deductions on cceount of early dt.position, etc. (i) If,
cs a result of an early disposition, etc., in a taxable year beginning before January
1, 19G4, with re:poet to leased properly placed in rev.'ce before sucli date, the
lessee’s tax is increased under section i7(r.)(lI) or (r), cc rn adjustment in a
carryback or carryover is nn.de under section 47(a)(3) jiy reduction of an unused
credit, the rental deduction (If any) otherwise allowable under section 102 to such
lessee for amounts paid or accrued to tlio lessor under the lease with respect to
such property shall he increased in an amcu it equ U to the total decreases previously
mads in the lessee’s rental deductions under subpc.vc.grc-.gh (2) of tills paragraph.

(if) ixcept as provided in subdivision (iii) cf this subparagraph, the increase
in rental deductions described in subdivision (i) of this subparagraph shall be taken
into account as an increase hi rental deductions otherwise allowable wider section
162 for tho taxablo year in which the early dhgcsitlon, etc-., occurred.

(iti) If after the event which caused section -17(a)(1), (2), or (S) to apply, the
lessee continues the use of the property in a trade or business or In the production
income, tho increase ia rental deductions described ir. subdivision (i) of this
subparagraph shall in taken into account ratably over the remaining portion O the
useful life of the property which was used in making the dec : ... in ra ital
deductions with respect to the properly under subparagraph (2) of this paragraph.

(iv) If subdivision (ili) of this subparagraph applies, and if, prior to the
expiration of tho u eful life C" tire property used 'lltakli , the deerc tses in rental
deduction:, the leave tomiinated othc-v than by actual pv.iehasc of the property
by tho lessee, any increase in rental deductions ricL previously taken into account
shall be taken into account as an increase in rental deductions for the taxable year
in which lhe lease- io terminated. Jlltiie caso of an actual purchase of the property
by the lessee, see paragraph (=-) of §1.48-7.°

. (I) Examples. The provisions of this section may be lllustrated by the following
oxemplm:

> (). tlce R int! 1.° 0" a .Caotumg a |
leasing: me .nd rcco ut iel!sd cq:ip; u initabands! cncesl’ e |
lifo of 22 years. A‘ter 1 v. sor31, It ... p'orati .
at c cost of $20,0C0 and rr.e cts machine no. 2 atacc ¢ ,000 On | bra-

<i5r/2 ; BV, e li,. pov e
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my 15, 1SG2, Y Corporation, a c&lendar-ycar taxpayer, leacz.s both machJnea from
X Corporation and places them in service. Tho fair market value cf machine
no. I on the date on which possession is transferred to Y io 525,200. J.Tachino I.O. 1
would qualify r< MV, section S8property in Y's hands if it had coon purchased by
v. if X elects to treat Y as the purchaser of machine no. 1, under paragraph (c)
(2) (ii) of this section such machine ".ill have a basis of 525,200 iu Y's hands.
Under paragraph (f) (1) (v) of this section, X supplies Y v/ith an estimated useful
lifo of 12 years (expressed in years rather than useful lifo category) v/ith respect
to machine no. 1 for purposes of determining Y’s qualified investment. Y’s credit
earned will: respect to tire property is 51,761 (7 percent of 525,200). Under para-
graph (le) (2) (ii) of tills section, Y’s deduction attributable to the leased property
for 1902 \ ill be decreased by $134.75 (credit earned of $1,764, divided by 141,
multiplied by 11), and for 3.DC8 such deduction v/111 be decrersad by $147 ($1,734,
divided by 11-1, multiplied by 12). Tho election is not available with respect to
machine no. 2 since a reconstructed machine would not constitute new section £3
property if Y had purchased it. In such case, while X cannot make the election to
treat Y as a purchaser, X would be entitled to a credit under section SS based on
its expenditure of $5,0300 us <n Investmenl in new section 3? property, since such
amount represents cost of reconstruction after December S3.,, 1931.

Examplo (.¢). Assume Uie same facta as in erxiTUple (3.) except that under ps.vn-
: ph (f) (1) (v)*of this section, X suiplies Y \ith an estimated useful life c ito«
gc<*y of S years or moro (rather than cm estimate.’, useful lifo enpressed in yarns)
with, respect to machine no. | for purposes of determining Y's qualified investment.
Urdov paragraph (k) (2) (iii) cf this section, Y's deduction attributable to the
leased property v/ill be decreased by $229.50 (credit earned of $1,764, divided by S)
for each cf its taxable years 3.%2 ar.d 1033.

Dvnruvdo (3). Assume-the same facts rs iu example il) except that tiio lessee
disposes of his interest in the lease on January 1, 1903, and that there is r.r. increase
in Y’s tax for 1853 voder section -17(a) (3) in tho amount of $1,701. Under para-
graph (lv) (2) of this section, Y’s deductions attributable to the leased property
ere decreased only in 1PG2, and (ho amount of such decrease is $131.75. In 1963
there shall bo an mincrease of $164.75 in the deductions otherwise allowable under
section 3.62 for such taxable year with respect to the- leased property.

Exmuplo (i) Assume tho same facts a:i in example (1) except that during the
year 1933 tho property was used by Y predominantly outside the United States
within tho meaning of paragraph (rr) of £1.48-1, ; ml t'lcreafter was urea in Y’s
trade cr business. Under paragraph (k)(3) of this section, tlio increase of $131.75
described in example (3) is taken into account ratably as an increaso in rental
deductions cthw.viso allowable under section 162 in tho amount of $12.25 ($134.75
divided by 31 years) for 1968 ar.d each cf th: 39 succeeding years.

(a) lucre:.cinn uV.fici .11.:s o« aceomit of ccotioa 233(a) (8)(3) of ihoxtev-
cnue Act ol 12ul— (1) Ju general, (i) Under section 203(a)(2) (33) of the Revenue
Act of 1864, if, for any taxable year of 2. lessee beginning before January 1, 1534,
tilo rental deductions otherwise allowable under section 132 io such losses for
amounts paid or accrued to the lessor under the lease with respect to leased property
placed in service before January J, 1264, were- decreased under paragraph (k)(g)
of this section, such rental deductions shall bo increased.

(ii) The increase in rcnl 1d w«tio >d scribe | in subdivision (I) of this stib-
1 ' slu;. be in an amount equal to the to, Id iin the les ee’s rei 1
deductions pr evlously IC vJ. under piv.-g,- (k) (2) cf tills recti :.; levs any incroa rris
in rem.r.l c::luctione made under p .v;graph (3:)(3) cl this .metier:.

(iii) Except as provided in subdivision, (iv) of this subparagraph, tho increase
in rental deductions described in subdivision (i) of tin's subparagraph shall be taken

WSFti. 7m—LATESTH. VEIO.iI2ii T3,sup . 61,301 lisg, § S'i ~£972
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into account ratably over tho rw lining portion of tha useful life of the property
commencing with the- first day of the ilrst taxablo year beginning after v .
31, JSCS. For this purpose, tho useful life of the proparty shall be the useful life u isd
in making ;»e dccrsi .» in rental deductions with respect to tha pi iperty i t
paragraph <10(2) of this section. .

(iv) If the lease is terminate d ether thru by the lor: re's actual purchase of the
property during ate bl year beginning after De<eml or SI, 16 |, and 1 efore the
eucl of tha remaining u?**ul life of tiio property us ;1 in making the decreases in
rental deductions, the amount of the increaso in rental doduotior.a described in
subdivision (I) oi this s;-bpiuv.gro.pli and not previously taken into account shall
Lo allowed as r. d du ition for the teable yc; Vin vX 1sh .

e (v) The rental deductions with respect to any section 33 property are not to bo
increased under thi; paragraph if tho lessee die.; in a taxablo year beginning i. fore
January 1, jryji.

(vi) Thaincrc* :in rent;.', dcch'ctions described i:i sub 1lvision (i) of this sub-
paragraph shall ordinarily bo teuton into account by the 1 . .o tvsrte'i ?s tlio pur-
ch sor, tl tis, the-lessee entitled to the credit. However, if the proparty undot the
lor is Iraurf.r-sd by the lessee to a succ..”.;ov lessee in a transaction described in
section 47 (b) (other than a transfer by reason of death) under wliich tho succ :=t
lessee assumes tiio lessee's obligations under tiie ier.ro, such increaso in rental de-
ductions shall be taken into accotnil by tlie successor | 0. ec iu the manner prescribed
in this paragraph.

(S8) E:~. ’cc. Tho operation of thin prr p.ioph nicy be iUustratcd by the follow-
ing examines: .

Exi Iplo (1). (a) X Corporation acquired on January 1,1062, an item of new
section 33 property with a baric of A ar.d with a useful life t >the lessor of 10
years. Y Corporation, which male?.: Its retinas on lire bee’s of p cob."far yen,
leased such property from X Corpor tion and piac- Itin service on. iey2, if 12
Under Oils section, X Corporation made a valid election to treat Y Corporation as
having pi d such ] . erty foi jimposes cf the credit allowed by section 88
and supplied t'no lessee with information that the property had a us.ful life cs 10
years. The amount of tiio credit earned with respect to such properly was $1,630
(7 percent of $i 1,000). r each of tho taxable year-. 19 >2 tnd 1653, Y Corpor Son
de-eve;wed, ttr.d-r. rag; (':)(3) of Lkie section, its d:auctions otherwise allowable
under section 302 with respect to such property by $3€8 ($1,630 multiplied by
12/120).

(b) For each of the taxable years 1901- Qivough 1971, Y Corporation Increases
ita deductions othr.r.visj rfiov."£.bio under section 1':2 for wr.-v,,ncs paid to X Corpora-

tion ur.de? the Jsr.se by $12 ($336 (that is, $!/CS multiplied by ?) divided by the
rcrnr/nii.g useful lire of 3 y: v.)).

Example (.2). (a) Tiio facts are tiio some in example (1) except that the
lease is terminated on Jauuaiy 3, 163;’. .

Ch) For the taxable year 102 td Corpcrath Us deductions otherwise
allowable under soctio i ' G2 by $12. .

(c) For tho taxable year 1535, Y Corporation incivjsss i'.s deductions othorwisa
allowable luuic-r sociic.i J.C2 for the portion of lhe increase which had not been talien
into account :w of tha time of tin termination of tin lease. Thus, tho amount of suoh
increase for tin taxable yew 1663 is $201 ($333 minim $12).

C- -1I'iGD73; ricg. fl.!d-3 (TD 6 7 b filed 5-7-01; rmended by TD 6331, filed
10-0-5V.) Electing -. all | ¢’ .< . uill ns.
(a) Jr. (1) In tho cr e of p.n ol~rd: srv.rii barbie s coiporation (..s

dofincd in section 1271(b)), da bi is of "N M section SS p y” . ti ¢
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Keg, §3.l0-5(a)(T) cixilLnU"I

U section S3 property” placed In services during the taxable year shall to
apportion::! pro rata rations tlie persona who are shareholder..: of such corporatien
on the li'-.t day o’ such corporation's trxv.bio year. Section SS properly 3hall not
(by reason of such apportionment) loss its character as new section S3 properly
or need section S3 property, as tho case may be. The estimated useful lifo of such
propei ty in the hands of a shareholder shall he deemed to bo tlie estimated useful
lifo of such property In tlio hands of the electing.small business corporation. Tho
bases of all new section S3 properties which have a useful life falling within a
particular useful life category shall be aggregated; likewise, tho cost of all‘used
section S3 properties which have a useful life falling vritidn a particular useful 'i_h
category shell be eg; +gated. The total bases of new section 3S properties within
each useful life category and the total cost of ur:d section 2G properties within
each useful lifo category shall he apportioned s . irately. Tho useful life categories
are: (i) > years or mere but less than Cyears; (ii) 0 years or moro but less than
Syears; and (!!!) 3 years or mom There shall be apportioned to each perron who
in a shareholder of tho electing snail husines corporation or. tiio lari day of tha
taxable year of such corporation, for his taxable year in which or with wliich tha
taxable y «sm of suoh corporation ends, his pro rata share of the total bases of now
section 33 properties within each useful life a teg y, and hi pro rata chare of tli.
totr! cost of used section 33 properties within cr.eh useful lifo category. In deter-
mining who arc Shareholders of an electing small bui'ners corporation or. the lest
day of Its taxable year, the rules cf paragraph (d)(1) of §1.1371-1 end of para-
graph (a) (?.) of.al.1373-1 chr.il apply..

3) The total cost o: used section 33 property that may he apportioned by an
electing anvil bud:.:-53 corporation to its slu.ier.olda.'s for any taxable year of
such corporation six.11 not exceed fOCOCC. If the tot 1cost of used section S3 prop-
erty placed in service during the taxablo year by the electing small busine::; cor-
poration cx.-.’Js 353,038, such coupovntich must select, under paragraph (c)(d) o’
91.48-8, tho used section. SS property tho cost of which is to be apportioned to its
shareholders. ‘ *

(8) A shareholder to whom the . sh (or cost) of section 88 property is appor-
tioned shah, for purposes of tho credit allowed by section 33, be treated aa the tax-
payer with respect to such property. Thus, the total coat of used section 33 pu>n-

e. ty apportioned to him by the electing r-"..--T bushier.: corporation roust be token
into account as cost of used section 33 propelty in determining whether the 350,000
limitation on tire eest of used section 33 property v/hich may be token Into account
by the shareholder in computing qualified invent>.cut for any taxable year is
exceeded. If a share! | mtakas into account iu deie mining liis Qualified invest-
ment any portion of U.e crsis (or >Jot) of section 3? properly placed hi service by an
electing small tv in x corporaiiof. and if suet property subsequently is disposed

of or otherwise ceases to be section li. property in the hands of tho corporation,
sue’’ si o o the provisl 33 of set tion 47. See ; i.y/-.).
(b) Su nny ci.:- . Ak electing snw.ll nu-in.cs corporation shall attach

to its return a statement showing the apportionment to each shareholder of tho

total bases of new, and the total 'L of used, section 33 properties within c-aci.
useful life category.

(a) Example. Tiii:- section may be illustrated by the following example:

.Example, (i) X Corporation, a:, electing smah business corpor .Hon which makes
its return cc: the basis cf the calendar year, acquires and piees in service on
June 1, 3 ,ti e :w i :cts whicii qualify as new € ction 83 property and three

flVjtnoto SStij Matter in itulles added by TP COM. .

c.r entic -X Inc.—S'Oil. Tv;

£ 23. 81.42-8 <818073
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Her;- ¢3.-1S-5(t«) Example (ii) CMittiimcil
2,400 (used) x 100 percent 2,-100

Total $15,CCO

Shareholder C

Basis New . Applicable Qualified
(or cost) or used percentage investment
$30,000 (new) x SS1i percent $10,000

15,000 (now) x 100 percent 15,000

12,000 (used) X 6G? percent 8,000

'6,000 (used) X 100 percent 0,000

Total $30,000

0- -.ZK597-32 Jtcg. Sl..<3-6 (TD 6731, filed 5-7-61; amended by TD 6031, filed
20-9-67; TD C95S, filed 6-20-Go.) Estates nnd trusts.

(a) Ingeneral. (1) In the caso of an estate cr trust, tho bus!:; of “new section
33 property” and the cost of "used section SS property” placed in service during the
taxablo year shr.11 bo apportioned nnr.vg the estate ov hue; and its beneficiaries ou
tlie basis of the income of such estate or trust allocable to each. Section. 33 property
shall not (by reason of such apportionment) lose its character as new section 33
property or used section S3 property, as the ease may be. The estimated useful life
of such properly in the hands of a beneficiary shall be deemed to lie the estimated
useful lifo of such property in the bends of the estate ov trust. The bases cf all
new section' 35 properties which have a useful life falling within a particular use-
ful life category shall be aggregated; likewise, tlio cost of all used section SS prop-
erties which have a useful life falling within a particular useful life category shall
be ag regat : total! sof nei ittt i 38 p > ties with*n each useful life
category and the total cost of used section 3S properties within each useful life
category shall be apportioned separately. Tire useful life categories arc: (i) 4 years
or more but loss than 0 year ; (ii) Gyears or more but less than S YC~IS; and (iii)
£>years or moro. Thera shall be apportioned to the estate or trust for its taxable
year, ar.d to each beneficiary of such cT -.:te or tru.-t for his taxable year in which
or with which the taxable year of such estate or trust ends, his share (as deter-
mined under paragraph (b) of this section) of the total bases of new section S3
properties within each useful life category, and his share of the total cost of

() The total cost of r section SS properly liv | may be apportioned among
an estate or trust and its beneficiaries for any Unable year of such estate or trust
shall not exceed 350',030. If the total cost of used section 33 property placed in serv-
ice during the taxable year by the cr'.ate or trust exceeds $50,000, such estate or
trust must select, under paragraph (c) (4) of $.1.13-3, if. aused secth n 38 property
the cost of which is to be apportioned among' such cat a cr trust and its bene-
ficiaries.

3) A beneficiary to whom the basis (or cost) of section 33 property io appor-
tioned shall, fov purposes c; the credit allowed by' section 33, be treated as the
taxpayer with respect to such properly. Thus, the totel cost cf used section S3
property' apportioned to him by the estate or trust must be token into account VH
cost of used section 38 proper':;; in determining « tile $50,0C) limitation on
the cost of used property which may bo taken into account by the beneficiary in
computing qualified investment for* any taxable your is exceeded. If v beneficiary
lake.-, into account, in determining his qualified investment any po.-Mon of the basis

D i L VN LATEST DEVEUW .iPITS, i p. 61501 Keg. 81/13-0 « 31£>974
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Keg. §1.4S-0(e,) (8) continued . ,
(or cost) of section 33 property placed In services by an estate or trust and if such
property subsequently is disposed of or otherwise ceases to be section 35 property
in the hands of the estate or trust, such beneficiary she.!! be subject to the pro-
visions ol section 47. See 31.47-5. [ ]

' () Fcr purposes oi this section, tha term ,ih»nc£cterj” includes heir, legatee,
nnd clavisee,

(5) If during tho taxable year of an estate or trust a bcnoficl*.vy’s interest in
the incomo cf such estate or trust terminates, tha basis (or cost) of section 33
property placed in service by such estate or trust after such termination shall rot
bo apportioned to such beneficiary.

(i») Share. A trust’s, estate’s, or beneficiary’s share of the total bases of rev;
seelion 33 properties, and the total cost of used section 33 properties, within a use-
ful life category shall fce~-

(1) The total bases of nev (or the total cost of used) section 33 properties
which have a useful life falling within such useful life category placed in service
in the taxable year of the estate or truest, multiplied by

(.:3) 'LTioemcunt of ircorns allocable to such osinto or t.um or to such beneficiary
for such taxable year, divided by

($) -he sum of the amounts of incomo-allocable to such estate or fr.ust and all
its beneficiaries taken 'into account under subparagraph (3) Of til’s paragraph.

(c) J.iinUu.t:' ; based oi n.moint of fa". ’Ir the case of an estate or trust,
§25,000 amount specified in section 40(a) (3)*, relating to lhv.itnlion breed on amount
of ta::, shall be reduced for tho taxablo.year to—

(3) $25,000' multiplied by

(2) The qualified investment with respect to the total buses of new section 3S
properties plus tlie qualified investment with 'm gret to tho total coct of used
section 33 properties, apportioned to such estate or trust under paragraph (a) of
this section, divided ley .

(S) The qualified investment with, respect, to the total bases of all new section
38 propeities plus the qualified inr.x-cifc with respect to the tot"! cost ol all
used section 33 properties, apportioned among such estate cr trust and its bene-
ficiaries. For puiposes of subparagraph (8) of this paragraph, cost of used section
35 property shall not be considered as apportioned to any beneficiary to the ex’cut
that such cost is not taken into account by such beneficiary in computing qualified
investment in used section 33 property.

(d) Sun-mary s'nir.oent. An estate or trust shall attach to its return a state*
ment showing the apportionment to si estate or ist and : each beneficiary dt
the tot.fi bases of new, and tho totrl cost or used, scciic. 33 properties within each
useful life category.

(e) Sxnmpl This section 1 3 st . by tho £ 1 ring pie:

Example, (i) XYZ Trust, which nmlits its ; turn on the b-.sis of the calendar
year, acquires and places in service on June 1,1832, three new tssets which qualify
as new section 38 property and three used assets which qualify as used section 3d
property. The basis cf the new, and the cost of the used, sec lon 83 property and
the estimated useful life of each property r.vc as follows:

[ ] {Footnotef507*3 i1 itledl tn . hic .. [ IN

5 (A efdo/ lea 45(|)("|“

thi*
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Keg: g 3."Sf-(o) Example (1) couth- d

Boels Estimated

. (or cost) useful life

Asset NO. J (NeW) oo ... 530,000 4 years
Asset No. SOC0 -l years
Asset No. 30,000 £ years
Asset No. 3.2,000 G years
Asset No. 12,000 6 years
Asset No. 12,090 £ years

For tho taxable year 1002 ie Income o’ MY2 ' J it is §20.003 which allocable r=s
follows: §10,000 to XYZ Trust, §3,000 to ban ficiar.v A, and 51,000 to irer.eflch ry B.
Beneficiaries A and 3 make tlic-ir return.-- on the basis of a calendar year.

(™ Ur lor this section, the total Iv of the new, and the total cost -f tha
used, section 33 properties are apportioned to XYZ Trust and its beneficiaries as
follows:

. Used—
Useful New— New—S Used— Syears
life category 4to6yews yearsornacre 6tob5years orsnore
Total buses or total cost 500,099 53C.0CP 521,099 §12,000
XYZ Trust
£§10,000
$300. 1 $15,000 $12,000 0,000
, 20,000
Be.icficirry A
/$ 6,000
§18,000 §9,000 $7,200 23,000
20,000 )
Beneficiary B
/8 4,000 \
12,090 6,000 1,500 2,100
\ 29000)

Assume tlut beneficiary A placed in service dv. ing 1-is tp.xeblo year 1902 new section
33 properly with a basis of $10000 nnd an estimated useful life cf 3 years. Also,
assume that beneficiary 1i did not place in service during hi.: taxable year 1062 my
section SS property and that Ixnefeh A and B did not own my interests in
other trusts, estates, partr.rships, cr electing email busixv.s corporations. Und:-;
section -16(c), the cr..dined finestint =cf N.fK Tr ,rt is §39,000 o< beneficiary A k
§33,400, and of bcueCc-iavy B i- §10.. O, c/opu'-rd as follows:

XYZ Trust
Qralidid
Easis (or eo.-l) N oviw :  dpyUca.his percentage investment
$20,030 (new) X 33M percent §10,000
35,000 (new) X 100 percent 35,000
12,009 (used) . X Gov; percent 8,000
6,000 (used) X 100 percent 6,000
Total §86,000
Beneficiary A
Qu 1'led
Basis (or cost) New orused  Aj,plicablop:rcanf-£ investment

§13,000 (new) X 23}S percent § 0,000

F-BFed.Ste- LATESTDEVELOPuiSIITS, tS1p.61,501 . 91, § 1A
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0,000 (now) X 100 percent
7.000 (urcd) X Ouj;! percent
3.000 (utsed) X 100 percent

X 100 percent

Toir.l 533,403
Qualified
Bads (or co.s'c) New or used Applicable p.reentage investment
g13,00 (new) X 85*S percent ? 4,000
6,000 (r.cw) X ICO percent 6,000
(v :eel) X 035" percent
(u ) X 1CD percent
Total 615,603
(3) in the ease of XYZ Trust, the 523,000 amount specified in section '10(a)(2)8
to reduced to $12,500, c<mputed as follows! *fij $25,000, multiplied by »(il) $39,000
(qualified investment apportioned to the trust), divided by $78,000 (total
qualified 1 - tment aj d among such trust (?09,090), beneficiary A ($23,-

490), anil beneficiary B*($15,600)).

C 5875** Uetf. 51.13-7 (TD C731, li'M 5-7-Ci; amended by TD 6838, filed
7-19-55; TD 0931, fit; 110-8-07.) Adju:h .n% to h-

(:) Kefintdiou in h®  ye: cr.”—(1) Jn general. Under . action 4S(g)(l), tho
hnsis of .ction 33 properly” pk.ced in service before January 1, 3.00., s.v.ll fca
reduced by an amount equal lo 7 percent of tho “‘qualified investment” with respect
to such property. Tho reduction in basis shall be made as of the time such property
is placed in r.vwvica by the tcupryer. The basis of such, property must be reduced by
7 percent of the qun-‘f-ed iuvc-slment ever, though the limitiuioit hrscd on amount
of tax v.:uli » section <'.(a) (2) reduces the in lov.nt of the credit allowed by section
SS foi*tho taxable ye..: in which tho properly J? placed in service. The reduction
In basis of section SS property Jsced in service before January 3, 3033, shall lo
taken into account for all pmpo; of subtitle A of eh* Cede, .v.ept in computing
(or rcconipt’tiny in the case of early dispositions, etc.) lhe qua!’Sod invc: tmeut with
respect to such property. Titus, such r- luctlon in basis ;» tal n into account it:
determining a reasonably abov ancc for dcpi | u section 3 .7, except
tha; tlie a !ti<. | .t all nved un ter section 179 (relating to additio ml first-
year* depi ’elation allowance for small business) v/Ith rc snect to the corl of certain

EFoofa fo SCflii-continueaa
(« "la)”
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[1] elnvestment Credit (840-49 —ft5939 et suq.) 0973
Eeg. § J-'S-7(n)(J) continued -

property Is determined without regal’d tn such reduction in b:.;;is. Section 48(g)(1)
and this section do not apply to section 3 - property placed In service after December
81, 1903. For increase in basis of property to which tills section applies, sec para-
graphs (c), (d), and (c) of this sectlo i.

(2) Special rule3. For purposes jE applying subparagraph (1) of this para-
graph—

(i) If, under § 1.48-4, tlie lessor of now section 38 property makes a valid
election to treat the lessee as having purchased such property for purposes of tiie
credit, allowed by section 8S, Uic basis of such property shall not be reduced.

(it) If property is used section 38 property and If tha cost, or any part thereof,
of sucli property is not, because of the application of tiie 550,000 limitation on tho
cost of used section 3S property, taken into account in computing qualified invest-
ment (see paragraph (c) of § 1.48-3) by the person who placed such properly In
service or hy a person to whom tlie cost of such property was apportioned, no reduc-
tion shall he made to the basis of such property lo tho cutout such cost, or any
part thereof, is not so taken into account.

(iti) In tlit case of used section 33 property within a particular useful life
category the cost of which is apportioned by an electing smr.ll business corporation,
estate, ov trust, if any pait of such cost is not takc-n into account in computing
qualified investment (because of tho 550,000 limitation) by a shareholder or bene-
ficiary, the electing small business corporation, estate, or trust shall choose, to tho
extent such cost is not so taken Into accoimt, the item (or items) of used section
SS property, within such useful life category, with respect to which r.o reduction
in basis shell bo made.

(iv) The basis of section 33 property, which is disposed of or otherwise ceases
to bn section 33 property in tho taxable year in which it is placed in service (except
where 18 applies), shall not ha reduced, flea paragraph (a)(2) of §1.40.3.

(S) Examples. This paragraph may Lo illustrated by the following examples:

Examplo (1). (i) X Corporation, wliich makes its return on the basis of liio
calendar year, acquires and places in sen ice on January 2, 3D02, an item of new
section £8 property with a basis o: §10,000 nnd a useful life of 10 years. Tiie
amount of qualified investment with respect to such asset is $10,000 ( ;10,000 basis
multiplied by 100% applicable percentage). For the taxable year 1962, X Corpora-
tion is allowed under section 3S a credit of §700 (7 percent of $10,000) against ics
liability for tax of $5,000.

(i) Under section 4S(g)(l), tho basis of tho property is reduced to $9,300
($10,000 minus $700). Thus, for purposes of determining a reasonable allowance
for depreciation under section .107 with respect to such property for the taxable
year 1982, its adjusted basis is $9,300.

Examplo (2). (i) The facts are the same as in example (1) except that for
the taxable year 1902 X Corporation's liability for tax under section 46(a)(3) ia
$500. Therefore, the credit allowed by section 38 against X Corporation's liability
for tux for 3$02 is limited to §509 and the excess of §200 ($700 credit earned
minus $500 .limitation) is an investment credit carryover.

(ii) The result is tlie same as in example (1), that is, under section 48(g)(1),
tiie basis of Uie property is reduced to §9,200 ($10,000 minus §709).

Examplo (S). (i) The facts eve the same as In example (1) except that the
property is, for purposes cf depreciation, placed in a multiple arsot account. On
January 1, 1932, the cost or other basis of tho property in ouch account amounted
to $50,000 and no other additions ov retirements were rc-Occtc-d in such accoimt
tlu ling 1902.

CFootui'to t SD752  "tatter !:i UaKcs added by TD CCO, which struck out:
(J) "section 47(b) cv M (c)()"

«Prontlce-llall, Inc.—2?cJ. Tax R1ljh § 1.73-Y
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Hog. §J.43-7 (a) (8) Example (3) continued

(ii) Under section 43(g) (1), since tho basis of the property is reduced
80,800 (510,003 mirun 5700), the cost or other casts of the property in the muitip!a
asset account is increased io §00,000 (850,000 plus §0,300) for purposes of comput-
ing depreciation under section 157.

Example (-1), (i) Tiie facts are tho same as in examplo (1) except that ft
Corporation makes r. valid election under paragraph (a) of §1.170-4 to claim an
additional first-year depreciation allowance v/ith respect to the entire cost of tho

property.

to

(ii) Under section -13(g)(1), the basis of tlie property Js reduced to 80,300

(810,000 minus §7C3). Jn addition, §2,U00 (20 percent of §10,000) is allowed as an
additional first-year deprec'.aiion allowance. Thus, for purposes of determining a
reasonable allowance for appreciation under section 157 (in addition to the §2,000
computed under section 172) for tho taxable year 1S52 with respect to such property,
its adjusted basis is §7,200 (80,300 minus §2,000).

Example (5). (i) X Corporation acquires and places in service on January 1,
1052, used assets r.os. 1, 2, and 3, Each asset has a cost of §25.000 end a useful
life of 10 years. Such used assets qualify as used section S3 property. X Corporation
selects the §25,000 cost of used asset no. 1 and the §23,000 cost of used asset no. 2
to be taken into account in computing qualified investment.

(ii) Under section 45(g)(1), the baris of asset no. 1 is reduced lo §22,250, that

is, basis c¢f §23,000 minus §1,750 (7 percent of §25,000 qualified investment). Like-
wise, the basis of asset no. 2 is reduced to §23,250. The basis cf asset no. 3 is

not reduced.

Examplo (G). (i) X Corporation acquires and places in service on January
1, 1SS2, used assets nos. 1, 2, and S which gnr.lif; as used section £3 property.
Each asset lias a cost of §20,000 and a V -;:ul life of 10 years. X Corporation selects
the 820,000 cost of used asset no. 1, tiie §2d,0CO cost of used asset no. 2, and
§10,000 of tiie cost of used asset no. 3 to be token into account in computing

qualified investment.

(i) Under section 43(g)(1), the basis of asset no. 1 is reduced to §18,600, that

is, bask) ol §20,000 minus §1,400 (7 percent of §20,000 qualified investment). Like-
wise, the basis of asset no. 2 is reduced xo §18,000 The basis of asset r.o, 3 is
reduced to §10,800, that is, basis of §20,000 minus §700 (7 percent of §10,000
qualified investment).

Example (7). (i) X Corporation, an electing small business corporation which
makes its return on tlie basis of the calendar year, acquires and places in service
on January 1, 1052, five used assets which qualify t-s used section. 33 property. The
cost of each used section 33 properly and the estimated useful life of each property

are os follows:

Estimated

Cost useful life

Asset No. 1 ..., S years
Asset NO. 2 i 21,000 C years
Asset NO. S . 3,000 4 years
Aaaot NO. 4 ..o, 4 years
Asset NO. & .ccoeviiiienene 4 years

On December SlI, 3.333, X Co'-poration ir:: 10 share.-: of stock outstanding which
are owned as follows: A owns ? share:;, E owns 2 shares, end C owns 5 shares.’
All the shareholders make their returns on lke basts oC a calendar year, X Cor-

S597E Reg. S1.45-7 UEvixoxoikEas, sim p. ci.coi
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Keg. §1.-.8-7(:t)(3) IS\;i:nnlc (?)(i)
poratioii selects the $20,000 cost or asset ho. 1, tho 321,000 cost of asset no. 2, the
$3,001cost 0j osset r.o. and 30.000 of the cost *»f asset no. 4 to ho apportioned to
its shareholders. Under 51.43-5, tho total co t of tho used section 35 properly
selected is apportioned to tho shareholder:; of X Corporation as foilo'.vs:

A—ID— 15032 et o) ] V4

Useful Used— Used— Used—
life category 4 to 6years Gto Syears 8years or moro
Total COSt.iiiiiiiiie, $0,009 $2-1,000 $20,000
Shareholder A (3/10) h $.1,800 $ 7,200 $ 6,CCO
Shareholder B (2/10) 1,5.00 4,800 4,000
Shareholder C (5/10) 3,000 32,000 10,000

Assume that shareholders A, B, aul_C did rot place in service duringltheir taxable
years ending Bcceniher 31, 1012, a y section 33 property and that such, sharehold-
ers did not own any interests in other electing small business corporations, partner*
ships, estates, or tru.sts. Under section 40(c)(1)(B) each shareholder computes
his qualified investment as follows:

Shareholder A

Cost Applicable percentage Qualified investment
$1,800 X 3305 PEIrCENt i $ CO00
7,200 x  652S percent. . ... e 4,800
6.000 X 100 percent ................ PP e 5,000
$11,400
arzzrzri’z

Shareholder S .
Coat Applicable percentage Qualified investment
$1,200 X SF.X] PEFCENT ittt e e e e $ 400
4,000 X COVIPEIrCeN . 3,200
4.000 X MEOL0] o =] go=] o 1 S PP PPPRTPPPPN 4,600
$ 7,CCO

Shareholder C

Cost Applicable percentage Qualified investment
$ 3,000 x £355 percent 5 1,000
32.000 X e« 6855 percent......ccccoeveeiiiiieniinnns g'gag
10.000 x 100 PErCENT it 3.0,000
$10,000

() Under section 45(g)(1), tiie basis of each asset (except asset r.o. 5) is re-

duced bypercent of the qualified investment with respect

to such asset, as follows:

Basis
e Basis Qualified after
Asset before reduction investment reduction
NO.l e $20,000minus7% o f$20,000 = $18,000
NO.2 e e, 24,0CO minus 7% of 16,000 = 22,330
NO.S s 3,000 minus 7Joof 1,000 = 2,930
NO.4 i 6,000minus 7$50f 1,000 = 5,550
'‘J'hc basis of arret no. 5 is net ;v, m.ted..
Example (fi). (i) 7 hefrets ar «the same as in example (7) except that share-

mrent!

§ 1.43.7 H
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Jieg. 81.tS-7(u) (3) Example (S) (i) c&rl.Vmsd

holder C acquired and pieced iu service on Juno |, 1032, in his individual proprietor-
ship, used asset no. Gwith a cost of 527,00»and an estimated useful life cf 10 years.
IN coraputin  bii quaHfied Investment, shareholder C .selects the 527,000 cost of
asset no. O, tiie §10.CO0 cost of used section 32 propertj’ within the < years or more
useful life category apportioned to him byJX Corpor. tion, the §12,030 cost Cl used
section 33 prmeity v/ithiu ti:.' 6 lo 3 years useful life category apportioned to him
by X Corporation, and 81,000 of the cost of used section SS property within the 1
to 0 years ts:Cul life category apportioned to him by X Corporation. Under section
43(c)(1)(B), lie computes his Qualified investment as follows:

. . . Applicable Qualified
Proprietorship Cost percentage investment
Asset No. G §27,000 X 100ft §27,000
Apportioned by

X Corporation ! .

S years or more 10,000 X 100ft 10,000

6 to S years 12,000 X o66ftft 8,000

i to 6years 1C0C X 33'j§3 333

§15,333

. * ok "

(i) Since only §1000 cf the §0000 cost of 'used section 33 property ir. tiio dto G

years useful life category apportioned b; X Coiporation was taken into account

by shareholders A, E, and G in computing llielr qu dined investment, only §4000 of

the bases of tho assets in such category is subject to redi'clion. Under subparagraph

(2) (iii) of this paragraph, X must choose an item of property iu such category,
§2000 of tho basis of which will not be subject to tiie reduction. Therefore, X Cor-

poration chooses to reduce the basis of ascot no. 4 by 7 percent of qualified

investment with respect to only §1000 of the cost of such r set (in lien of the §3000

previously selected). Tiio bases of assets nos. 3, 2, and 3 are reduced by 7 percent

of tho qualified investment with respect to each such as-,it. Tha basis of each asrot

is reduced as foiiov.s:

Basis
Basis before Qualified afterrc-
Asset reduction investment auction
No. J 820,000 minus 7ft of ?20,CCO ~ §13,GCO
No. 2 21,000 minus'7ft cf 16,000 — 22,830
No. 3 .......... . 3,000 minus 7ft of 1,030 -- 2,080
No, i 0,000 minus 7% of 333 — 5,977

The basis of asset no. 5 is not reduced.

(iii) The basis cf asset no. C hi the hands cf shareholder C, is reduced to §25,110,
that is, basis of §27,000 minus fIffiO (7 percent Of §27,Ch) qualified investment).

Example (0). (i) ABC Partnership, v/hich makes its return cm the basis oi
tiie calendar year, acquires and places in service on January 1, 1002, five used arrets
v/hich quality as used section 3S property. Tiio cost of each used section SS property
and the estimated useful life of each property arc as follows:

Cost Estimated useful life
Asset No. It ................ S years
Asset No. 2 ... . 24,009 S years
As NO. 3 s e 3,000 4 years
Assc-t No. B ..o, i years
Asset No. 5 ... ... S,C03 *i years

gm s 1S&i HA'CESIT TOiV' tf.OIV-IEXTfi, S131, p.
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Reg.g 1.4S5-7(a) (8) Examplo (9) (i) continued

Partners A, E, and C chare the profits and the losses of partnership AEG in the
ratio of 50 percent, 30 percent, and 20 percent, respectively. ABC Partnership selects
the $20,000 cost of asset no. 1, the $24,000 cost of asset no. 2, the $3,000 cost of asset
no. 3, and $3,000 of tho cost of asset no. 4, to he taker into account by its members
in computing qualified investment. Under paragraph (f)(2) or 8§1.40-3, each
partner's share of tlie cost of the partnership used section 33 property to be taken
into account in computing qualified investment is as follows:

Estimated Partner’s share of cost

useful lifo Cost A(50%) B(S0%) C(20%)
Asset No. 1 ... $20,000 $10,000 8G,000 $4,000
Asset No. T ..... 6 yrs. 24,000 12,000 7,200 4,800
Asset No. 3 4 yrs. 3,000 1,500 000 000
Asset No. 4 3,000 1,500 POO 600

Each partner makes lIris i turn on the basis of the calendar year. Assume that
partners A, E, and C did not place in service during their taxable years ending
December 31, 13G2, any section 3S property and that such partners did not own any
interests in ether partnerships, estates, trusts, or electing small business corpora-
tions. Under section 4G(c), each partner computes his qualified investment as fol-
lows:

Partner A
Share Applicable Qualified
of cost percentage investment
As~et No. 1 ..iiiiiieennee $10,000 X 100% $10,000
Asset NO...2 ..oiiiiinnnes 12,000 X G3%% 8,000
Asset No. 3 1,500 X 33% % 500
Asset No...4 1,500 X 33% % 500
§10,000
Partner B
Share Applicable Qualified
of cost percentage investment
Asset No. 1 ... $ 0,000 X 100% $ 0,000
Asset NO...2 ...cccveeiiniennnn. 7,200 X C0%% 4.S00
Asset No. 3 900 X 33%% 300
Asset No...4 £00 X 33%% SCO
$il,4C0
Partner C
Share Applicable Qualified
of cost percentage investment
Asset NO. 1 ..cocoiiirereennnn. $ 4,000 X 100% $ 4,00D
Asset No. 2 ...l 4,800 X 60% % 3,200
Asset NO. S .iiiiiiiinnns 600 X 38% % 2C0
Asset No. 4 ..iiiennnee (s00) X 33%% 200
$7,600
(ii) Under section 45(g)(1), the basis 0" each asset selected by tho partnership

is reduced by 7 percent of the qualified investment with respect lo such asset.,, as
follows:

iprctitico-Hall, Inc.—1'cd. Tax Rag . 81.43-7 "<85975
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Rc?. 81.-i'S-7(n)(3) Example (!s) (ii) corsiiavc"!

Basis Qualified Basis after
Asset before reduction investment reduction
No. | 820,000 minus 7% of 820,000 ~ §18,CM
1fO. 2 i . 21,00D minus 7ft of 10,000 =r 22,030
No. 3 ...eee. 3,000 minus 7ft of 1,000 = 2,030
NO. 4 e, 6,000 minus 7ft of 1,000 ~ 5,000

The basis of asset no. 5 is not reduced.

K\?:.iplo (10). (1) The f,lat.; are tho same as in euunple (9) except that
partner A acquired aid placed in service on June 1, 1.0C2, In his Individual pro-
prietorship, used asset no. C with a cost of §20,000 and an estimated useful lifo cf
10 year.,-. Fartner A selects the §26,000 cost of asset .no. O, his 810,000 share of the
ecost of asset no. 1, his 812,000 shave cf tiie cost of asset no. 2, his §1,500 share ol
the cost of asset no. 3, and 8500 cf his shave of the cast cf asset no. 4, to he taken
into ac'.ounfc in. computing his qualified invVsjhuent. Under section 46(c), he com-

pute;: his qualified investment as folic,vs: .
Proprietorship _ Applicable Qui'Jlfied
propa Ly Cost percentage investment
ASSet NO. S i §26,030 >< 100ft §26,000
Fortner.rhdp Suro
properly c?co;t
Asset NO. 1 .o §10,000 X 10,000
Asset NO. 2 i 12,000 X. 63% ft S.QCD
Asset NO. 3 .o 1,500 XE£ 3 £ 0 0
Asset NO. 4 i 500 X S3ftft 167
8i:,c:7

(il) Under section 43(g)(1), tlie basis cf each, asset selected by tho pai i

is reduced by perc at t<«tlio q irJi <<« 4¢ ecahnoat with respect to such arsefc £3
fo? 3. :

Basie Qualified Bari.: after
A asst befovo .reduotloa Investment rcdi’'ctlon
(1Yo TR [OOSR minus 7% or §20,000 = 8§ic,coo0
Is?. 2 24,000 minus 7# of 10,000 — 22,530
No. 3 S.000 minus 7ft of 1,000 ~ 2,0.70
No. 4 e,030 minus 7# cS C57 -~ 0,053

Tiio basis of asset no. '» is not reduce 3.

(iii) Tiio b of amet no. C, in tiie hands of partner A, is reduced to §24,180,
that is, basis of 853,000 minus C-1520 (7 perarut of §26,000 qualified investment).

(b) Reduction of basis; purchase of leased property by lessee treated 83 pur-
chaser. (1) If a lessor of property placed j.i seivice before January 1, Itd, makes
r. valid election under 5 to treat the I. :- : mas having purcki such properly
for purposes of i'io credit alio." ,d by section S3 and if each lessee at a later dato
(in. a 1. :able year cf tl:n Ic/.-.0 beginning before January 1, 1034) actually pur-
chaser such properly, tiio barfs of such property shall be reduced, as of tiio lime
of lire actual purchase, by an amount equal to the excess of—

(i) The credit earned (or; defined in paragraph (i*.)(2)(.t) of 51/.C-1) ‘rich
respect to such pr .ncvty, ¢

(G| ni Ithe s . by which tiio 1 sea-pux’cl sor 1 s decreased, under
paragraph (k)(2) of §1.40-4, llls dcd at! the . = LI | section j
' m ts] Id oi . tho 1 1 lor unc ! s with j .
sucii property. *

f "SSVS R--2._ §243_7 iatest» rvi;jlop;;,c3CTS, see p. 61.hu
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Reg. 81.4S-7(b) continued .
(2) The operation of this paragraph .may he illustrated by the following
example:

Dxmiiple. (i) X Corporation acquirer on January 1, 1962, an Item of new sec-
tion 33 property with a ba ' of §12,000 and with a us ful life of S years. Y Cor-
tion, which mokes its return on the hasis cf a calendar year, lenses such
property from Z Corporation and places it in service on.February 1, 1062. Under
§1.43-", X Corporation makes a« ..'lid election to treat. Y Corporation as bavins
purchased sucii property for purposes of Uio credit allowed by section 33. Under
paragraph (k)(2*)(I) of §3.-134, the amount of tho credit craned with respect to
such property is $340 (7percent of §.12,060). For the taxable year 1062 Y Coipo-
ralion decreases, under paragraph fi-) (7)(ii) of 8§1.43-1, its deductions otherwise
allowable under section 162 for amounts paid to X Corporation under the lease
with respect to such property by §96.25 (8840 multipl! d by 11/06). Or Jan lary 1,
1963, Y Coiporation’actually pnrcha cs sucii property from X Corporation for 69,090.
(ii) As of January 1,1983, Y Corporation muni, reduce the bn mof tli . rope ty
by $743.75 (8310 minus $93.25). Thus, for purposes or determining a reasonable
allowance for depreciation und r section 16f with re. pact to sucii property for the
taxable year 12C3, its adjusted basis is $3,250.25 (§9,000 minus $713.75).

(c) Ineroa e in ba:?r. on accoyafc'o.* early di-.-poidtlon, etc.— (1) lu general. If,
a result cf an early disposition, etc., in a taxable year beginning before January 1,
1964, with ro.-a .ci. to se-.Hcu. 33 property placed in service before such date, the tax
imposed under chapter 1 of the Cc ' is increased under section 17(a)(1) or (2), or
an adjustment is an unused credit ce -ryback or carryover is made under section 17
(a)(3), then tiie basis cf such properly shall ha increased. Such increase shall be
in an amount car d to the rum of the portion of such increase in tr.- and the p. tion
of such adjustment in carrybacks OF carryovers*attributable to such property but not
in excess of ti;"' reduction J.: basis made under paragraph (a) of this section or, in
the core of leased prop ivty pu aha: 1by a lessee trei ted as tho purchaser, the reduc-
tion in b ts und . ph > of this section plus the decrease in rental deduc-
tions made unde-" paragraph (k)(2) of s3.16-1. See paragraph (a)(2) of this section
for rules indicating when basis is not reduced under paragraph (a) of this section.
The increase in basis of such property shall be made immediately before tiie event
which cause.; station 47(a)(1), (2), or (3) to apply, and i-ih Inert..; in basis shall be
taken into account for all purposes of subtitle A cf the Code. If, after tiie event
described in the preceding sentence, the taxpayer continue; tha use of the property
in p. trade or bus™" or in'llie production of income, the principle., described in para-
graph (d)(1) of this section shall he r.ppiie-l in computing the allowances for depre-
ciation over the remaining useful lif m . . ty.

as

(2) Examples. The operation of this p:uai> :-ph msv bo iihmbv.ted hy the. follow-

ing examples:

Example (1). (a) Tlio facts are the same as those in example (1) of pi L I
(a)(3) ol this section except that or. June la, 1253, coipjraticii X sold tlie picpmty
causing section 47(a)(1) to apply.

(b) Section 48(g)(2) requires that tho basis of said property be increased im-

mediately before the sale by the amount of §700, which amount is equal io the
increase in tax for Lhe taxable year 1953 arising under section 47(a) (1) ($700 credit
allowed 3: -s credit allowable of 0).

Example (2). (a) Tho facts are the same as in example (1) of tills subpara-
graph except that for the tax hie year 3962 XTCo y miti< n's |h bllity for tax \ only
$590, and a §2.00 umi -v.d credit cr.. ryover to 1203 revolted.

(li) TI: re.udt i- I'w savao «; lu example (1) o' tlu-j subv. v. graph, that is, the
basis of the proj rig 1 1 . tion m <(2) by S imount of $700

Pr I;lr.c. -1°ctl. Re3. 81/.2-7 ST«S7S
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(5500 credit allowed plus ?'h‘0 adjustment in carryover to 1863 lees credit allowable
of 0).

Exunv-.lo (?) The facts r.ro the same as those i:i examplo (1) of paragraph
(a)(S) o' this section except fcls.-t the property waa phy:'r..lly located outride of
tho United States diirh'g moro than 50 percent of ti e taxable year 1053 within the
moaning of paragraph (g) or §1.43-1, and section 47(a) (3.) therefore hccamo ap-
plicable. '

(b) The basis of tho iroperty is increased by 5700 as of the first day of tho
taxable year 1033. /

Example. (4). (p.) Tho facts are the same as example (5) of paragraph (a)(3)
of UjL- section. Assume also that o:i January 3, 1.933, there Is ail early disposition,
etc., of the three assets os described under section 47 (a)(1).

(b) Section 43(g)(2) requires that the basis cf asset Iso 1 be increase:! immedi-
ately before such early disposition, etc., by the amount of $1,750 (51,750 credit
allowed lee ; credit allowable of 0). Ukevisc, the basin of asset Mo. 2 i: increased
by the amount of $3,750. There is no increase in 'the basis of asset li'o. 3 since tlio
bnrb: of such as-at was not reduced.

(ti) Increaso iu 1nsl* of properly placeil in service before January 1, 1084— (3.)
In general. Under section 203(a)(2)(A) of the Revenue Act of 1904, the basis o"
section SS property placed lit service before January 1, 133!, shall be increased by
rn amount equal to 7 percent"Of the qualified investment with respect to such prop-
erty (d mcuni..." ;cf the ¢-lctiu prop..o v;t placed in service) but not in excess
of the net reduction in basis under section 43(g). b'or this purpose, tiie net xe-
duction in basis under section 43(g) is tu mreduction in ba :nfl rs tl 41(g)(1)
ami paragraph (a) of this section less any increase in basis under section 43(g)(2)
nnd paragraph (c) of this section. Ti:c ir. . minba. i described In this paragraph
shall bo made as of tho first day of the taxpayer’s iivrt taxable year beginning after
December 31, 19G3. Fov taxable year '. -Inning: . 31,1963, this in*
crease J fc is I 1lbe taken i >accoi PR fof btitle A of tha Code.
Thus, for example, during that part of the remaining-useful life of tiio property
falling within the taxable years beginning after December 31 It’Cv, such ir.erx in
b " bo taken into ac in deles . tblo ' vinces for depi. s
tion under section 107. In determining dm rcolatio:: p.llowane.. with respect to the
property for periods after such increase in basis, appropriate adjivstmonts shall be
made (except as otherwise provided ir this p&ragraprh), wl snover necessary, to
tho rato cr other factors previously applied for t: :able ye.r.v. beginning before
January 3, 19ni, so that the total depr elation allowances m de du in the re-
maining useful lifo of the property, plus tiie allowances for the expired useful life,

will equal or approximate the allowances which would have resulted i >n 48
(g)(1) had not applied. In tho case of section 53 property contained in s. xnul
asset account, the taxpayer may ref :ct the ines'ca.-o iu basis by adjust'..... the bas'J

of the account and by adjusting the rate of deprcciatixr acy'ir-.I to the entire ac-
count. Tn lieu of th: t, he may continue to apply to the entire account (re-leeting the
basis increase) the ia.le previously employed. As a third alternative, so!sly for tlio
purpose.; of-determining the depreciation adjustment occasioned by the increase iu
basis (and not for the purposes of determining method of depreciation, effect c?
retirements, application of sections 1215 and 3250, o> other p ei-asea), he may con-
tinue to utilise the ro eviroi:: rate for ti - jnMn account (not r octlug the increase

inb e . the in iin basis as a -r irate account tc bo depreciated
ovei til. malni - of th i i rhi b heln si basfa rel iti i.
Except as provided ii LOT and . i the , S ] [ ]
bam cin tl smethod of depreciation to be applied during tho rt . .
1. ty. | I iof section 3 dl, ' basis i : this j cup!

i LIV V3 a o7 &AWZST i "MVKT.0 e, 1iiXXS, Sxhl p. 0L03L
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Itcg. g 1.48-7(il) (1) continued ..
shall constitute a fact rot taken into consideration i". the adoption of any aTreement
under that section fixing tiie of depreciation..!'l, no event shall an atljvsviuonfc bo

made wliich would "result i.i recovery of the increaso in 1csh through depreciation
allo.-’niicc.; prior to expiration cf tlio remaining useful life.

(2) Special rule*. (!) Tho incrcr.sa hi basis provided by subparagraph (..
this paragraph shall ba tabe:i into account ordinarily by the person in v/Iv  hands
tlie basis of tha property was reduced under section 48(g)(1). However, if tie
property i0 transferred in a transaction described in section 47(b) (other than a
transfer by reason of death) prior to th.* first day of tho first taxable year of tu*.
transferor beginning after December SI, 1S33, then, to the extent that iho basis of
sucii property reflects Hie net reduction in basis described in subparagraph (1) of
this paragraph in the hands of the transferor, the Increase in basis provid 3 In
thin paragraph shall bo taken into account by the licuuferec.

(i)  The basis of any section 33 property is not .to be increased under subpaia-
graph (1) of tii5eparagraph if the taxpayer dies in a t."™ bio year beginning before
January 1,1934.

(8) Examples. The application of tins paragraph may be illustrated by the fol-
lowing examples: .

Example (1). (r.) A, an individual who makes his return cr. tho basis of the
calendar year, acquired and placed i:i sendee -on January 1, 1052, asset No. |
asset Ko. 2, both of which assets qualtP.d as new section of property. Each r.ecot
hud r. bards of $10,000. a salvage value of ?1.,0<J0, and ru estimated useful life of 10
years. Depreciation for each asset was computed under the straight line method.
For the taxable year 1962, A was allowed under section T' a credit.of $1,400 (7
percent of $20,000). O:i January 2,1 A took rr 1 -To. 1 out of his business ar.d
on s.rld drto commenced to ire sucii property cnfce\-ly for personal purpcsss. T.huu,
for purposes of section -1S(g)(2), there was an c*.'y di-,portion, etc., r-. ficccribnl
under . "Lion 47(a) (j.).

(b) Under section 48(g)(1), the basis of each asset ir. 1932 van reduced to
$9,3 Tl us, depreciation ith respect to e h essoi for’ tdie taxable year IT 37 was
$S30 (adjusted basis of $9,500 minus salvage value of $1,000 divided by estinin'.-ri
useful lifo of 10 years).

(c) 3mmeclint-.iy bofoiv the early disposition, etc., with respect to ns?.et Mo. 1,
the basis of sucii as-*at was increased by $700 t>.',170 (cost of $1 0,1 minus re’ e
tion in 1062'under section 45(g)(1) m . roh depreciation of $ $0, and pit .
addition to basis in 1953 under section 43(g)(2) of $700). An of Fee: tiber 81, 'J3- 33,
the adjusted basis cf asset Ko. 2 was $7,640 (oriab nl cost of $10,000 minus reduction
In 3932 under section 4S(g)(l) of $709, minus depreciation of $P3C in 1952, and
minus depreciation of $530 in 1033).

(d) The basts of asset No. 1 is not inc ' e ider sectu . siice tho fc '
of such asset had previously been increased under* section 48(g)(2) in the amount of
$700, ilic full amount of the reduction previous! - made under section 43(g)(1). The
basis of asset Ko. 2 Is increased under this paragraph as of January 1, ICS-', by
$700 to $S,3.9 ($7,640 plus 7 percent cf $10,000). Tho rate of depreciation to bs
Applied to the adjusted basis of isset No. £ for the remaining useful life of S ? s

is adjusted in order tc produce a total depreciatio llowance of $9,( he end
of the asset's useful life. Depveel !« <" i . cttesumet etf the 1 :abto
year 1534 atel for each of the succ vli- :;, 7 y» is $917.50 (adjusted basis of ;' 540
minus saivage value of $1,000 divided.b y estimated romainingu sfu! f8. ).

Ex: uple (). (@ X Corporation, which =« j its rclui i on tho basis cf the
calendar year, acquired r:xl plsc.eC in mr.vice on Jr.ru;.:.. / 1, 1932, an as.*?e wh'cii

TVCiiti. S-HaJ, I::; - ' . W .l
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qualified as am se tio 1 33 property. Tiie - let had a basis of 3165,000, a sal
value of 815,000, and an estimated useful life of 5 yl—:?“\& Depreciation was computed
under tiio declinirg balance method at a rato of 200 percent of tho straight line rato.
Tho qualified investment with respect to such asset KX, §35,000 (33% pnecuc of
3165,000). For lire trxaljlc year* 1952, X Corporation woa allowed under section OS a
credit of 53,559 (7 percent of ?55,0C0).

(b) Under section MS(£f) (1), tho b:*sis of such properly In 1962 was reduced to
§101,159 ($165,000 minus §3,850). Thus, depreciation with respect to such cr ret for
the taxable year 1932 was 86-1,1 fO (adjusted basis oi $153,150 mv.IHplhd by 50 per-
cent). Depreciation for the taxable year If:OR was §33,076 ($101,150 minus $01,050
.multiplied by 40 percent).

() As of Jemmy 1, 1963, the basis of sr.el: property is Increased by §3,250 to
561,864 (310.1,150 n inus 364,460, minus §38,670, and plus 8§3,S50). No adjustment
in the rate of the ;d v.uco for depreciation Ss nect-s-:hated by the increase in basis

lor thb sc< Mo i since the rate and method applied In 1862 and 1963 will produce
r total allowance o' §150,000 o-.vr the entire estimated useful.life of tiio property.
Thus, dspreclatioii with respect to such asset . is $24,743 (831,804 multipled
by 40 percent), for 12Po is §14,817 (831,36! minus 824,746 multipiicd by 40 percent),
and for 3053 is §7,271, since such property cannot be depreciated below* its salvage
value of §15,000. *

Xxamp-u (3). (a) The facts are tho same ?s in example (2) except that depre-
dation was computed under the sum of the y-ears-di its metlu 3 T I iation
with respect to sucl essstfor the taxable year 1932 w; s §!5,717 (adjusted basis of
§161,150 minus 813,000 r.iulcip'i: by 5/35). For the taxable year 1253 deyreclatioa
was §3%$,073 (8161,150 minus 8:i: 000multipliedby 4/15).

(b) At <iJam ry 1,11 . " basis ofsuchprapc tlain -edin tlio mount
of 83,850. In order to produce a total allowance cf §159,000 over tiro entire us:ful
life, it Is necessary to adjust the annual allowance. Thus, as cf January 1, 3234,
under the taxpayer's method of depreciation, a new rate of 3/6 is determined for
tlie taxable year 1024. Commencing \vi h such, t cable year*, this new rate is applied
against the asset's adjusted basis of §77,310 minus salvage value of §15,000. Tho
adjusted basis as of January 1, 1t".34 is determined r.s follows:

Original cost to taxpayer .......ccccceeeeveeeeennnn. TPt §1C5,000
Loss: Reduction for, investment credit as present3d by
paragraph (a) $ 3,850
Depreciation for 1032.......cccoiiiiiiiiiiiiiieeeeeiiee e 40,73.7
Depreciation for 29C3.... ..o 32,97391,540
? 73,460
Add: Increase prescribed by this paragraph.....cccooccoiiiiiiiiiiiiiiiiiiieeeene, 3,830
Adjusted basis as of January 3, 1964 ... $ 77,310
im ei' : for the . 1064 Is 881,155 (: .11 is of §77,? ) minu
salvag valu e Imu] ir sd y? /6). 3ikcivi < - ci ‘'or the lixable
r 1 3shall 1 >20,770 (?77, 0O minus $11 multiplied by 2 ').

Examplo ®). (a) The fret., avo the same as.In example (2) except that the
useful estimated In terms < il ' ictton uid c predation was
computed under the unic-cf-nreduction w n c <] Ti. soshtTiutod tot h prec.U'sion of
the propert; we: 35T009 units, and 30,000 umLs were produced anr.urliy. Thus,

i&//3 §2.0-7 ol
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lies'. 8'US-7(d)(8) Example (4){a) contim .»
depreciation for the taxable'year 1982 was $29,230 (adjusted basis of $161,150 minus
$15,000 multiplied by 30,000/150,000). For the taxable year 1CG3 depreciation we3

again $29,230. .
éé) ASof January 1, 1960, tho basis of-such property is increased in the amount
of 360 Tn order to permit a total allowance of $150,000 over tiie entire useful life

of tho properly, it is necessary to adjust the annual allowance for depreciation over
its remaining‘life. Tints, as cf January 3, 3"01, under the "taxpayer's method of
depreciate'.., a new rr.tc of $50 000 90 060 it determined for tho taxable year 0.
Commencing with such taxable year, this new rate :; applied against the adjusted
basis of tho property of $106,510 minus salvage value of $15,000. The adjusted basis
cs of January 3, 1064, is determined r «follows:

Original cost to taXpayer .l . $135,000
Loss: Reduction for. investment credit es prescribed by
paragraph (a) oo $ 3,850
Depreciation for 1602 .........ccouiiiiiiiiiiiiiae e 29,230
Depreciation for 1933 ................. 20,230 62,310
$102,690
Add: Increase prescribed by this paragraph........cccccoiiiiiiiiiiiinn. 3,850
Adjusted basis as of January 1, ICG' ....ccociiiiiiiiiiiiiicciiee s 8106,£40
Re V-. ¢or rim I: ruble year 1051 is $30,513 (adjusted has?; of $103,310 minus

salvage value of $15,000 multiplied by SO,000/90,000). Likewise, for the taxable year
3.965 depreciation .shall be $30,513 ($103,610 minus $16,000 multiplied by 30,000/

90,000).

EJxi (5), (a) X Cor] tion, i dar year bnsi3 taxpayer, acquired and
placed in service on January 1, 1932, a umber of assets wiiieii qualified cs new
section 33 properly. Such assets had a total basis of $.130,000, a total salvage value
of $18,000 and were accounted for in @ multipla asv-t account containing other
asset: similar in kind, but not qualifying as section 88 properly. Depreciation was
computed under tiie straight line method over an average estimated useful life of

30 years.

For the ti xable year 1&G2,'’X Corporation was allowed under section 33 a credit
of $12,600 (7 percent of $180,000). Undo-' section 43(g)(1), the basis or such prop-
erty in 19-32 war reduced io $167,400.

(b) As of January 1,19S', the ba«!s of the assets is increased in the amount of
$12,600. To produce a total allowance equal to the allowance which would have

result 1i : f Inots o 1 an adjustment in the rate of depreda-
tion would bo'necessary. If the taxpnyei selects the third alternative descrlb dfor
multiple asset accounts in subparagraph (1) >f this para; th mamount of tha

adjustment will tc Csterxnlned with reference to tiio increase iu basis alone. In th ;
case, under the taxp:ver's method of dcpicoirlion, depreciation with rc-spcct to the
increase in V-rir f,. the taxable year HZ" and for each of the swen succeeding
years is $1,575 (increase In basis of $12,eCO divided by estimated remaining useful
life of Dy:

(c) Increase in basis; purchase of lei sdprorsrfcy by Issseo treated as purchaser

¢ (1) In general. If 21 pi y-placed in st * before January 1,15
made n valid election under §3.-'8-4 to i eat the 1 see m: hs .ing purchased such
] e purpose:; of tht IH lie y ion S3 and if 8 lessee actually

; n'etit ! . at a lata date prior to the expiration of the useful life used
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Keg. 81.48-7(e)(1) continued ..

in compi'Lv.i;.; tho credit, tiio hosts of the property shall he increased. If tlio property
was purchased by tlio lessee in a taxable year beginning; before January 3, 1931, tho
Increase shall be mado as of the first day of the. lessee’s first taxable year beginning
after December S3, 1953, in an amount equal to 7 pircont of tiie qualified investment
in the properly (determined a3 of the dale tiie property was placed in service),
but not in excess of tho reduction in basis made ur/’'ov paragraph (b) of this section
plus tho decrease in rental deductions made under paragraph (1:)(2) of §l.iS-i. If
the property war. purchased by tho lessee in a.taxable year beginning after I'ecem-
ber 3t, 1203, tiie increase shall be made to the basis of the property as of the date
of purchase by an amount equal to any deer. :e in rental deductions actually made
under paragraph (h)(2) of §1.-JS-f minus any increase in rental deductions taken
into account by the lessee under paragraph (ni) of §1.48-1. -Any increase in basis
under this paragraph shall be reduced to tho extent of any increase in basis
previously made under paragraph (c) of this section on account of early disposition,
etc., of the property. For taxable years of a lessee beginning after December 31,
1953, such increase hi basis shall be taken into account for nil purposes of subtitle
A of the Code.

(3) Special rules, (i) The increase in basis provided by this paragraph shall
be takvn into account ordinarily by the. lessee treated as the.puivhc ser. However, if
the property under the lease is transferred.before tlie purchase by the lessee to
successor lessee in a transaction described in section <17(b) (other than a transfer
by reason of death) under which the successor leo..-e assume, the Icssof-'s obliga-
tions under the lease, or if the property is purchased ty. tiio lessee ia a tax .hie year
beginning before January 3, 19GX and subsequently tr musfcrrcd in a transaction de-
scribed in section -17(b) (other than a transfer I>y reason of death), the increase in
basis provided for hi this paragraph shall bo taken into account by the transferee.

(ii). Thj basi of any se<tion 38 property is not to be iniron «id un . = iubj ra
graph (1) of this paragraph if the taxpayir dies in n taxable year beginning before
January 3, 3951.

(8) Examples. The application of this paragraph may be illustrated by the fol-
lowing examples:

Example (1). (a) X Corporation acquired on January 3, 3982, an item of new
section 33 property with a basts of $10,009, an estimated useful life of 30 years,
aud n salvage value of $3,000. Y Corporation, wliich m-tk.es it; return cr the basis
cf .a calendar year, leased such property from Of Corporation and placed it in service
on January 2, 3952. Under 53.X8-1, tf Coiporation made a valid ehetlcn to treat
Y Corporation as having purchased such property for purposes of the credit allowed
by section " ;. Th< amount of tlie credit -l led v/ith respect to such property was
$700 (7 percent cf $10,000). For the taxable year 3052, Y Corporation decreased,
under paragraph (h)(2) of § its deductions otherwise allowable under s-action
1G2 for amount paid to X Corporation under the 1 i dwith i . ty
by $70 ($700 multiplied by 12/220). On January 2, 2803, Y Coiporation purchased
sucii property ivoiu X C>rporation for $3,830.

(b) As of January 3, 1883, Y Corporation in accordance with paragraph (b) of
this section reduced the basis of the property by tlie amount of $080 ($700 minus
$70). The adjusted basis of the properly far tho taxable year 1913 for purposes of
determining a lea-uuiblc allowance for depreciation under section 107 was $3,200
($8,830 minus 5630). Depreciation under the straight Une method for such taxable
ye e Itcd .41 (adjusted basis of $S,200 minus salvage value cf $1,000
and div'd. ft by .stir.nted ren ‘'wing ua.rVJ. life of 0 yxr.f.:). As of December 3t,
19%.;, tho adjusted basis had bean reduced to $'7,400 ($3,300 minus depreciation of
$305 for lhe tanal-'e year 1903).

() As o: January 1, ICCf, the basis cf such property ie increas d to ™, Gm

ric.g. §iS.Z/i X . :s'ji/luvDr.oiFCEXTS, axis p. 01501
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Reg. 8.—K1@;)(>) Kvximplke (1) (© ar.tincil

(87.1Clh piu.-, 5700). To i ntit total tllo--vanco of $7,000 over tlio entire useful r. »
of the property ftiratfnj I'.  or t oi the depreciable basis of tiio property thm

ere '.-1 ' fOO lain 'he tea-payer's rental deductions for tlie ley 1932),
il. is nencuiary to.recompnte the annual ullowance for dspr"elation. Thus, cioprc-
tion fo: the tr::-' A 293-t r.nd for colt of ' « 7 sucoae ib-g yofV=. £l AuO

(acijr reu basis oi $C'100 mimt:; salvage v Iv. ci ."J,0C9 r.r.i divided by C-stir-iitA
remaining useful h'o oi 8

WBn:vij (2) (a) Tiie facts mvo tho same as in example (<) of paragraph (in)
(2) of $ except tliat X Corporation purchased tho property on January 3,
1085, for 520,0C0.

(b) For too taxable year 1031 Y Corporation inert -st-s It-; deductions otherwise
allowable undei- section 101! by $12. _

() Asof 3 u y 3, 1 5T Oorpo . LI the 1 inis of the pvoporiy
($20,000) by 8201 ($833 decrease In rental uctlons made .. i
512 inerv.scd rental deductions token into account in 1501.

A 00 co m::..o0. i 1 : Jii:lic mn\

' (@) Cr.ner.ll tide.—For purposes of U].J3 suhp.'Vt, tho lonn "section 33 vo.o*
city” ‘ices net ii *MQip op :rty—
(1) the « | consta'cllor., reconstruction, or erection of which fa begun
after April 18, 1056
(f)  which acquhr- 41y tho t vr-v.-r offer April IS. 1C "', ether fiian | vc-
teviolna'.inn properly,

(I>) Pra-Tcn ii mtion 3/ro’jerty.— For purposes of this section—

(1) Binding contract —Any property shall bo treated as pre-ten inali i

property to th rlctenttl icl ] ;o ted, rccon try lee, erected,
or %quwed yu.vaant O a contract which was, on April 15, 1969, rrd at all
tini & th< , bi g on the ta: payer.

(3) Equipped building rale.—1f—
(A) p—:—.:u?ni tc a p'cn of thet:uycr 1. o:islcuee on April 3.8, 1969

(v/hich pi ee lliet su . Tilly n hi time after such ur.i
and bel'oro the taxpayer planed the equipped bulldinr; In service), lha t
payer has constructed, reecnsstvuctatf. erected, or acrv'. v | a building Z the
n mm . j toth j mod u lofthelmdh hy
the taxpayer, and !
(B) v tiiffu i i it 'l-afgregate adjusted basis of all tiio
prop tyi cliu . r 3ubJ . to ti ivanco fox- c<preeleUo .a n
up such ir Qcilng' as . > equipped is attributable to oil* er property I. . ]
s! iclion, :sc t uction, or erection oi which was begun by the tci-ipaysr
n pxil , 3 ,0rj t; acquisition of \ ii by that -
occurred br-fore such date
then a! . ; ' .\ building as so equipped (and any incldaxtal
property adjacent to such building which is necessary to %%Elanned use ’t§|e
byilding) shall be pre-termination prosr.ty. forpu p s ubp aragi Tph
the preceding sentence, Liu yules of paragraphs (i) and (i) shallb
For purposes thilspcrr-g: iph, a special purpose structure shaII iu treatsd as
a building.

(8) xi-nnt A cility r.Ts.—
(A) Co al rule.—
(i) t--.vii.-cit lo Cph-.itof t™i i repayor in e:ds'r:neo on Apiil IS, If 19
(which plc - a- subsUuiU.clly modified at any thno after = h ;
;m Lo L ! :

ha <coiu .. , or erected a plant 3
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J, (i) U].Oconstruction, reconstruction, or erection of such plant facility
wan commenced by tlie taxpayer before April 10, 1030, cr

in (ill)  more than QO percent of tli*' aggregate adjusted basis of ah the

' pronilty of a iho ter subject to tli al iva tor dej latlc

up such plant facility is : ttrtbutable to eillicr property lira constructlon

reconstruction, or erection of which was begun, by the taxpayer before

April 19, 1909, or property the acquisition of which by the taxp yer -

curred before such dato,
then oil property comprising such plant facility shall be prc-tenuinaUtm
property. For pu:p osos of clause (iii) of the preceding SEENCS, the rules
of p.uvgvnphs (1) and (') shall he applied.

(B) facility defined.—For purposes of this paregraph, the teim
"plant facility” means facility which does not include any building (or of
wliich buildings constitute an Insignificant portion) and which is—

(I) a self-contained, single operating unit or ivoccsalqg operatic.”,

(ii) located on a single site, und

(iii) identified, or. April 28, 1639, in th? purchasing and internal
financial plana c: tiio taxpayer as a single u it w- project.

(C) Special rile.—For pur. jses of tills subsection, if—

(i) e c<rfdfii 1 of con“enienca and necessity has been issued 1 ra

April li), 1639, by a Federal rcgulc.'«ry agency with rs-rpccc to two or

move pl ait facH-tic r.".Mi rre inch'd: ', under a single plan of tha tax-

payer io construct, reconstruct, or erect such plant f.aciiui::, and
(ii) more 1L :u LDpern at of the uggveg; te adjusted basis of all tho
. property of a character subject to tho allowance for depreciation mold
up such plant facilities is attrlb i t a ) to cither prop! 'y the construction,
reconstruction, or erection of which was begun by the taxpayer before

April 19, 1559, or property tho acquisition of v/hich by fee taxpayer

occurred befo-.c* such date,
such plant faciltti : shi Llbo t eted aa a.single ph ft unity.

())) Commencement of construction.—For purposes of subparagraph
(A) (i), the construct: mi, raoousi; uciion, r*eerection of a n’antfacility Ft wl
r«' 1 ca tfdircd to have ¢ nmc: 1until construction, roconsiructio . or
erection has commenced at the site of sucii plant facility, Tha precodi ;

ter.ee shell not up; iy if th.: site of such plant facility La i.o'c located cn
land.

(*1) BTnchlneiy o: equipment rule.—Any piece of machinery or equipment—

(#=> i* @ then .V) pc.ro.r.t of the perls r-tl c. -ipwtents of which (cc-
lom-.ir. ;d on ihe b:. of cost) were held by the taxpayer on April 20, ID":’,
or ; :0 r.cqu'red by the taxpayer pursuant to r. Lahiilug contract which was
iu c:.cot on such dato, for i. eeeluslon or uso in such r-fece of nwidiJnety or
equipment, cud ' '

(3) the costof tbs parts and compoi cuts of which is not an inslgnlfic nt
portion of if - tctel cost,

shall bo treated rj property which is pre-termination properly.

(8) Certain lease-back hv.u ..ctio'x, etc.—

(A) lreape mwl i aparty tonbii c<nli ¢ m. .. ibc in
paragraph (I) transfers right in such con* Fct(c m tlioj - tytov/1 '
such contract relates) . ] ! tract retai
a riant to u;o the j rov.ity ir.. I.." 2. lease with such c’'Vv: p.:.a'an, v.hen to the

extent of the transferred rigl ts such other person shall, for purposes Ol

EFooltioio 155T7] See. 4D lu'dc-d by section 702(a), Tar; r.aform Act o' 2C59.

II&'cctivo fiuti (3ode Soo. 40).- CI) S investment credit is not available
Y rle/. tho phy5|cal c i 'noor cr* ation of which i. be an
fe-iv* Ay 11 15, ?: Cax V;.*:oh i-i t-ry| Ly . ta;;v.*":e.* that d>40 as nroV|ch in
Codo 3*e. '3(; )( ) ond (2 ) *

.. 1 itis m .. |- as to proEerty covered by the general vulo to
extent it is "pro rjinr.tion ; c s

fibov rick .
oro |a ngl g t'*( Wt Tlia credit!: also not available os to certain leased nronertv as

u v lona i

1/ XATKIWMWA C = .533[]’9&1
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L >iragraph (i \ succeed to Uso position of Uie transferor with respect to such
fl binding contract and such property. In any esse in which tho lessor docs not
r make an election under section iS(d)— !

(i) tho preceding sentmco .* ;!1 apply only if party to the contract
retains Liia right to ure th-* property und c a lease for a tenn of at least
1 year; and .

(i) if such use is retained (other than under a long-term lease), the
lessor shall he deem. ! for the purposes of section iT as having' made a
disposition of the property al such time cs the lessee loses the right to
use the property.

For purposes.of clause (ii), it the lessee transfers"the lease in n transfer

described In paragraph (7), the Itasca shall beconsidered as having tha light

to use of tho property so long es the transferee has such use. .
(B) For purposes of su.feparagre.ph (A)—

(i) a person who holds property (or lights In property) which is
pre-termination properly by reason of the application of paragraph (i)
shall, with respect to such property, bo treated as a party to a binding
contract described in pavagram (l), and

(il) a corporalion v.clch is r member of tho same affiliated group
(03 defined in pan graph (8)) t.s the transferor described in subparagraph
(A) aaul which simultaneously v.-Ph the tiern'er of property to another
person acquires a right to use such property under a lease with such
ether person !hall be treated as the transferor and r.s a party to tho

contract. .
(d) Certain lerre mil cr oldigchons.—
(A) Where, pursuant to a binding lease or contract to lease in effect on

April 1C, jOuk, a lessor or lessee i: obligated to construct, reconstruct, erect,
or acquire property specific! hi such Ic-.iss or contract or In a related docu-
ment filed beforo April 3D, 1969, with a Federal re lal ry ncy, or
property die sp-:o! i:rlions or which arc readily : rcertf.inab’e from the terms
of such lease or contract or from such related document, any property so-
constructed, recoi true! . root . -a 11 |by the lessor or less wmsiall
bo pi--D.umiu .ion property. In the cuso of any project which Includes
property otiv r tivu the p.-r icrlg to be leered to r.uih Il-irs-ec, the preceding
sentence shall bo applied, in the erra of the I-. :0i, to such other property
only if the binding leases rrd contracts with rll lessees In effect on April 18,
1889, cover real prog >rty con lituting ?ci percent or more of the project (do
termlned on Ire basis of i tal v :ue). 1 o of -the p . 1!
sc.itenctj of this paragraph, in the case of any project where one or more
vendor-vendeo relationships exist, such vendors raid vendees shall be
treated cs lessors and lessees.

(li)  Where, i:- order toy rform a binding contract or contracts In effect
on April JS, 1DGS, (i) the taxpayer is required to construct, reconstruct,
cicct, or ncquii.e property :prcln * in :.ny oviler of a Fcd-irsl regulatory
agency fir which upplt-e. den wcs fled before April 19, 1809, (il) tiie prop-
city is to be used to t: umoit one or moro products under such contract
or contracts, and (iii) one or moro pintles to the contract or contracts are
required to take or -to provi more tVn 29 g ¢s-w't of the products lo bo
trapsported over a si.In-tunii--l portion of the expected umful Jife of the
pi ty, . . h property s 11 pre-termination ] . erty.

(C) Where, in order to perform a binding contract in effect on April ID,
1969, the taxpayer is required to construct, reconstruct, erect, or acquire
properly specified hr the contract to lie used to produce one or moro
products and (v. w-s tho other party to the contract is a Slate or a political
subdivision of a State widen is require! by tha contract to malic sul -
tial cxpeiicHtur > which bene .11 the tr. .p .yer) the of rr party tc 'he contract

.. 1to take substantially all of the g 1 . mbe produced over a
substantial portion of the expected ituc-ful life of the property, then i . -
pr.. rly .1 pi onim io props ty. For purnos s of apply! g th
j. 1 = j ia th . of. . . ictlon of miu s,

property shall be treelid v.s specified fn the cc.itr. ?i If (I) tho aped Seatin'-N

Pr tic -jt 11,1: m 3
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fovsuch property £ readily r.-uevt.?inab.o f:~m the location aral character-
istics cf the mineral- p .-.periled sptcliled in such coi-traec from which the
' minerals are to be extracted; (i!) suoh property la necc ry tor idlato ha
u 3 Aly In tha extraction of minerals under .such contract; (lii) tiie
phy.-Ici.! construction, re-.-jy-jtruciloa, or c* octloii cf such property Is bogun
by the taxpayer b.iore April 10,1070, such property is acquired by tho tax-
payer before April 10, 1070, or such property ia constructed, reconetuic’ef,
ed, or acquire f pursuant to a contiv ct wl ich\ -as, on April IS, 1970, and
at ail tlines thereafter, binding-on the taxpayer; (iv) such . ty l:placed
in service on or before December SI, 1672; (v) such corf, -nut is a fixed price
contract (extff-t for projh-iohs for price- ch.. ur.:r.\ which the loss of gso
mcredit allowed by section fi w Id lotr litiu a price d ego); and (vi)
such property io not placed i.i ssv.ice lo replace ether pvc-perty used In
extracting- minerals taiuer such cor.trr.at,

(7) Cerla'u lvr.-r.fcra to ha dJsce::. .rdc(l.—
(A) If property Crrights uider a contract are -. ituforced is—
(1) a transfer by reason c;: death,
(ii) : ara «'' theX isof thopropertyin the
hands of tin. tr.-nsfeve-j is aptc'-i.-'luod by r vfci .nee lo in bask hr Ire hands
. of the traiie'evor by =an:. of the an.f!:-.t'or of seetlon 3S2, 251, S31,
371(;=.), 374(a), 721, or 731, or
(iii) asaleof p meriantk'ty all of the asuels of tlie transferor pursuant
to the terms of a c«"r e.ci, 5 v.v Jou April 13, J.fC3, and at all time:;
thereafter, binding on tlie Iran: i.-rce,
and such property (or . property acquired v -3sr such contract) would he
treated as p r-i.- -.ria-.cicn property in lhe "-.endi of tlie decedent or the
transferor, suciiy p ay .ia". halre:ted a- p e-l:r -Jr.ati-.ei properly ir. tho
hanng)of tho transferee.
(@) property ov rights under a contract are acquired in a transaction
to v.liich section 33'(b)(2) applies,

('i) the stoclc of tlio tUsL IbuHNg corpoi ]. w ]. dred before
A: A 19, . or] jittoa hiid! r iti clin €ff 1 cpril 18,1
and
(iii) such proper.'.- (or lira pro:{Jerty acquired unde:- suoh contract)
“would J la-. -tm. »Smi: ,>]. . .ry ia the hands of lhe
tiibullng* coyaore.tk-.i,
such propertj 2 1] = ted 1 tion prop srty in hands of
tilt! distributee.
(3) Properly a-.".yhed iVoju ::ffir .ftooyorr.Hrl: iiw case of property
ac mIred by a corporation .which is a member of an iCill Ed . y frc

another member of the sumo group— .
sucrb s--rll hr  rated : <hiving acquired such property
on tho dale fwhlch it was :cqui "'y .he hoi
(B) such corporation shall he treated as liaving entered into a bmd-
ing contract for tho construction, reconstruction, erection, or acquislt!

Of such property on the date,on which SLOCh other member entered into a

cc. toco >hu ‘'on, e erccti n, or acquisition of such
properly, and
(Ci  sud t ion shallboi - ] the coustruc-
tigam c loh, or t ion of such pi erty on tho date on which such
other member commenced such cor eruction, i<construction, or erection.
For ptrrpcue.-; of li'A substcMon . _”sub.'ccllon (c), a contract between two
corpora.'ions w'ti h rro ir.. rs ti:.; sr.me afliiatorl group sball not be
treated as binding contract between such corporations, unless, at all
times afuer June . 1906, and prior to t'v completion oi performsuics of sunaw
cor.tt . such ion not mcmhoi Jtl ! p. ::Ue
niu. . sof tho preceding sentences, the torm "eiTiliatod gro T has the mean-

ing ass! 'm . Ioi . ! ! shall
- d eI "' ’ (v.i m stcli on.under 'O 1-

(). : .



STATE
of ALASKA

T0: R. D. Stevenson
Deputy Commissioner

Through: T. L. File, Chief
Income Tax Section
C /[ A
FROM: A. L. Bue, Supervisor-i

Corporate Income Tax Unit

date -

FILE NO:

subject:

January 26, 1972

Fiscal Note Request-
HB 512

Following are revised Corporate Income Tax Unit revenue projections (which take
into consideration HB 512) compared with current projections:

(Thousands of dollars)

FY 73 FY 74
HB 512 projection $7,072.6 $8,454.0
Current projection 6,906.9 8,288.3
Net gain in revenues $ 165.7 $ 165.7
BASIS FOR PROJECTIONS: (Percentages)

FY 73 FY 74
HB 512 growth rate 8.4 22.4
Projected growth rate 6.0 20.0
Growth rate increase 2.4 2.4

FY 75

$8,893.3
8,726.6
166.7

FY 75

23.2
20.0
3.2

FYy 76 FY 77
$8,930.7 $8,776.3
8,708.7 8,563.1
$ 222.0 $ 213.2
FY 76 FY 77
16.2 7.2
13.0 4.0
3.2 3.2

These growth rates take into consideration the new accelerated deprecia-
tion of the North Slope Pipeline, the advent of increased activity centered around

oil feeder and gathering system construction

in 1977,

and the provisions of HB 512

which does not allow the taxpayer to apply as a credit against his tax liability
the job development investment credit allowed as to Federal taxes under Internal

Revenue Code Sec. 50.



RECORDS
CERTIFICATION

4i-AS-

I, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

Jkam JLbfr/
U Signature of Camera Operator Date

02-619 (REV 8/781



Committee Report

Ret': C/VnZ SENATE

i /
/f , S* /=y ~
Date
Mr. President: /
The Committee on P has had
(U of A bonds ,000,000)
under consideration. A ina.jor.ity of the members of the Committee
/ 7/ recommends it do pass
/~7 recommends it do not pass
/
/ / recommends it dopass withattached amendment(s)
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Introduced: 1/14/72
Referred: Health,Welfare &

Education and Finance

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 13
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BluL
For an Act entitled: "An Act providing for the issuance of general obliga-
tion bonds in the amount of $ 20,000,000 for the
purpose of paying the cost of capital improvements foi*
the University of Alaska; and providing for an
effective date."
BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. For the purpose of paying the cost of capital improvements
for the University of Alaska, general obligation bonds of the state in the
principal amount of not more than $20,000,000 shall be issued and sold. The
full faith, credit and resources of the state are pledged to the payment of
the principal of and Interest and redemption premium, if any, on these bonds.
These bonds shall be issued under the provisions of AS 37.15 as those
provisions read at the time of issuance.

* Sec. 2. If the issuance of these bonds is authorized bythe qualified
voters of the state, a special fund of the state to be known as the "1972
University of Alaska Construction Fund"™ shall be established, to which shall
be credited the proceeds of the sale of the bonds described in sec. ! of
this Act except for the accrued interest and premiums. There 1is
appropriated from the '"1972 University of Alaska Construction Fund" to the
University of Alaska the sum of $20,000,000 The specific uses of the
proceeds of these bonds shall be determined by the governor.

* Sec. 3. IT the issuance of these bonds 1is authorized bythe qualified

voters of the state, the amount of $70,000 or as much of thatamount as is
found necessary is appropriated from the general fund of the state to the

-1- HB 513 an?
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state bond committee to carry out the provisions of this Act and to pay
expenses incident to the sale and issuance of the bonds authorized in this
Act. The amounts expended from the appropriation authorized by this section
shall be reimbursed to the general fund from the proceeds of the sale of
the bonds authorized by this Act.

* Sec. 4. The question whether the bonds authorized in this Act are to
be issued shall be submitted to the qualified voters of the state at the
next state general election and shall read substantially as follows:

Proposition
University of Alaska Construction Bonds $20,000,000
Shall the State of Alaska issue its general obligation bonds
in the principal amount of not more than $20,000,000 for the
purpose of paying the cost of capital improvements for the
University of Alaska?
Bonds Yes [ ]
Bonds No L1
* Sec. 5. This Act takes effect on the day after its passage and

approval or on the day it becomes law without approval.

HB 513 am
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DEPARTMENT OF PUBLIC W ORKS

OFFICE OF THE COMMISSIONER POUCH I - JUNEAU 998B0I

June 15, 1972

Mr. Rich Guthrie

Fiscal Analyst

Budget and Audit Committee
Pouch WF

Juneau, Alaska

Dear Mr. Guthrie:

This is iIn response to your request of June 15, 1972 for
clarification of technical terms used in the definition of airports.
For some years there has been considerable confusion over definitions
used to classify airports. Chapter 222, SLA 1970 provides three
categories of airports. In addition, several municipally owned air-
ports have adopted the title of “International’™ which further confuses
the matter.

The following is an abbreviated definition for classes of
airports used by the Department of Public Works:

1. International - This category only includes two
airports, Anchorage and Fairbanks. This classifica-
tion is established by Statute as a partof an
International Revenue Fund.

2. Trunk Airports include allairfields with runways
in excess of 2,500 feet.

3. Secondary Airports are those which are 2,500 feet
in length or less.

4. The term "Bush™ airports is slang and can refer to
either a trunk or secondary airport.

5. Municipal Airport is a term used to define an air-
port that is owned and operated by a political subdivision
of the State. These airports can either be trunk or secon-

dary.

It is my interpretation that the SCS CSHB 514 am would pro-
vide for funding for all State owned trunk and secondary airports and



Mr. Rich Guthrie June 15, 1972
Budget and Audit Committee -2 -

would provide for State aid to municipally owned and/or operated air-
ports. This would include all publicly owned "bush™ airports. It
would not include the International airports at Anchorage and Fairbanks.

Minor transfer of funds between projects due to overruns and
underruns can be anticipated. Additional projects may be added, but no
projects will be deleted unless there is a pressing requirement that
this occur. It is our intention to construct every airport listed in
the departmental five-year plan shown in FY 1973 and FY 1974.

With the exception of the five municipal ailrports in the State
all other ailrports are state owned. Many are maintained and operated
by contractual agreements with municipalities.

IT you have any further questions, please contact me.

Sincerely,

Gfeorge W. Easley/
Commissioner



AUDIT DIVISION
POUCII W — ALASKA OFFICE BUILDING

financ edivision

THE LEGISEATUBITCcE | nual wf - state capitol

BUDGET AND AUDIT COMMITTEE j JUNEAU 99801
June 1. 1972

George Easley, Commissioner
Department of Public Works
Pouch Z

Juneau, Alaska 99801

Dear Commissioner Easley:
Please provide the following information:

1. Compare the "purpose"™ language of the attached bills
or laws (SCS CSHB 51*1; CSHB 51*1 am; Ch 222, SLA 1970 ;
Ch 167, SLA 1968) and their effect upon proposed con—
struction .

2. Furnish definitions of trunk, secondary, bush, municipal
and international airports. How would each be effected
by SCS CSHB 51*1 or CSHB 51*1 am in regards to

a. Proposed and allowable construction projects?

b. Transfer of construction funds between proposed or
all types of currently authorized projects? For
example, could bond funds authorized by either ver—
sion of this bill be used in all five types of air—
ports? If not, why?

3. Upon completion of the department ™ proposed projects for
FY 73 and FY 71 with these Tfunds, who would own and operate
the airports? Would any of the municipalities become eli—
gible for state aid to local governments under AS *13.18.010
(a)(6) as a result of this construction?

Return of this information by Friday morning, June 16, 1972 1is
requested in order that the Free Conference Committee may con-—
clude its deliberations.

Sincerely

Rich Guthrie
Fiscal Analyst

RG/dks

Attachments

cc: John Havelock,
Attorney General
Dept. of Law
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AN ACT

-l.it.InE to a debt of the state; providing far _the issuance of
<--.eral obligation bonds in the amount of $100 0000 for the
,.-;0se of paying the cost of acquiring, constructing and equlp-
and making other capital improvements to certain airports
'tie state; providing for the submission to a vote of the

,.Uifled voters of the state of the proposition of whether or
such bonds may be issued for

such purposes; and providing
I'r an effective date.

*L'TSMA «TFfliPVJU,: 'Pr-ici/mior nt-TUt ctatf pp ALASKA:

e Section 1. For the purpose of paying pr.rt or all of the
*;st of acquiring, constructing and equipping and making other-
-irital improvements to c.ertaln airports in the state/?gmnlaT

.lration bonds of the state in Jprittifdill alli"Ur'not to
M:eed $10,000,000 shall be

issued ana sold. The full faith,
-~ 1It, and resources of the state shall be and arc- hereby

.el-ed to the payment of the principal of and interest on such
Is, which shall

be issued under the provisions of AS 37.15
amended at the time of

Issuance. The legislature may provide
«flltlonal sources of money for the payment of such principal
i.*l Interest, and this Act shall not be deemed to provide an
‘efluslve method of payment.

e Sec. 2.

The amounts of such bonds to be Issued from time
time and the time or times of their issuance shall

be fixed
m 'he State Bond Committee (created by AS 37.15.110), and the
-: 1fie uses of the proceeds of such bond3 shall
i

be determined
*\e governor in accordance with the following general terras
» | conditions:

(1) $4928,000 - trunk and secondary airports;

(2) $5,072,000
sec. 3.

bush airports.

in the event the issuance of such bonds is _author-
'l by the qualified voters of the state, the sum of $35,000

fo much thereof as shall be found necessary is appropriated

e the general fund of the state to carry out the provisions
‘“Ms Act and to pay expenses

incident to the sale and Issuance

bonds authorized herein. The amounts expended from the
"-prlation authorized by this section shall be reimbursed to
* e'noral fund from the proceeds of the sale of the bonds



CSHB 61Ji)

AN ACT

Relating to a debt of the state; providing for the issuance of
general obligation bonds in the amount of $8,800,000 for the
purpose of paying the cost of acquiring, constructing, equip-
ping, and making other capital improvements to certain airports
in the state; providing for the submission to a vote of the
qualified voters of the state of the proposition of whether or
not such bonds may be Issued for such purposes; and providing
for an effective date.

MURE OF THE STATE OF ALASKA:

* Section 1. For the purpose of providing funds in addition
to federal funds available for payment of the cost of acquiring,
constructing, equipping, and making other capital improvements
to trunk, secondary and bush airports to be owned or operated,
or both, by the state or its political subdivision at various
locations throughout the state and for acquiring, constructing,
equipping, and making other capital improvements to existing
trunk, 'mecondary and bush airports owned or operated, or both”"
bv the state, or Its nautical subdlvislonsj general obligation
bonds of the state in tne priniipili UWUB ofnot to exceed
$8,80 i,C00 shall be issued and sold. The full faith, credit,
and 1’\sources of the state shall be and are hereby pledged to
the payment of the principal of and Interest on such bonds,
which bonds shall be issued under the provisions of AS 37.15.
The legislature may provide additional sources of money for the
payment of such principal and interest, and this Act shall not
be deemed to provide an exclusive method of payment. Such
bonds shall bear interest at a rate of not to exceed six per
cent per annum and shall mature in not to exceed 30 years from
date of issue.

* Sec. 2. The amounts of such bonds to be Issued from time
to time and the time or times of their issuance shall be fixed
by the State BO]. Committee (created by AS 37.15.110), and the
specific uses of the proceeds of such bonds shall be determined
by the governor. The proceeds shall be used as follows: An
amount not to exceed $7,690,000 shall be used in addition to
federal funds for trunk and secondary airports and an amount
not to exceed $1,110,000 shall be used for bush airports.

* Sec. 3. In the event the issuance of such bonds is



authorized by the qualified voters of the state, the sum of
$16,000 or so much thereof as shall be found necessary is
appropriated from the general fund of the state to carry out
the provisions of this Act and to pay expenses incident to the
sale and issuance of the bonds authorized herein. In the
event the Issuance of such bonds is authorized by the quali-
fied voters of the state, any sum appropriated from the general
fund for the design of airports to be paid for from the pro-
ceeds of the bonds authorized by this Act shall be reimbursed
from the proceeds of the sale of the bonds. The amounts
expended from the appropriation authorized by this section
shall be reimbursed to the general fund from the proceeds of
the sale of the bonds authorized by this Act.

* Sec. ij. In the event the issuance of such bonds is
authorized by the qualified voters of the state, a special
fund of the state to be known ar the "1968 Airport Construction
Fund" shall be created, into which shall be paid the proceeds
of the sale of the bonds described in sec. 1 of this Act ex-
cept for accrued interest and premiums. There is hereby ap-
propriated from the "1968 Airport Construction Fund" to the
Department of Public Works the sum.of 3120.000 for bush alr-
ports.

* Sec. 5- In the event the issuance of such bonds is
authorized by the qualified voters of the state, a special
fund of the state to be known as the "1968 Airport General
Obligation Bond Redemption Fund" shall be created, to the
credit of which there shall be set aside such amounts of money
as may be necessary to pay the principal of and interest on
the outstanding bonds of the issue described in sec. 1 of this
Act, and which fund shall be used for the sole purpose of
paying and securing the payment of such principal and interest
as the same shall become due. *

* Sec. 6. The question of whether or not the bonds autho-
rized herein shall be issued for the purpose herein provided
shall be submitted to the qualified voters of the state at the
next state general election to be held on llovember 5, 1968,
in accordance with the provisions of the constitution and
laws of the state. The secretary of state shall fix the
ballot title to be submitted to the qualified voters for their
ratification of the state debt authorized by this Act, and
shall do everything "Ise necessary to place such proposition
before said qualifleu voters at said next state general elec-
tion.

* Sec. 7. The proposition to be submitted to the qualified
voters at said election shall read substantially as follows:

Proposition

State General Obligation Airport
Construction Bonds $8,800,000

Shall the State of Alaska issue its general obliga-
tion bonds in' tho principal sum of not to exceed
$8,800,000 bearing interest not to exceed six per cent
per annum and maturing in not to exceed 30 years frem
date of issue for the purpose of providing funds in addi-
tion to federal fund3 available to pay the coot of acquir-
iSfydi'Pn?tl,uctinf£i..equippinc, and making other nector.arv
capital Improvements to certain trunk, Secondary and bush

-2



Chapter 167

airports which are presently or will be owned or operated,
or both, by the state or its political subdivisions?

Bonds Yes [ 1]
Bonds _tio [ 1

* Sec. 8. Tiiis Act takes effect on the day after its
passage and approval or on the day it becomes law without
approval.

-3-
Approved by governor: April 2A, 1968
Actual effective dato: April 25, 1968



BILL HISTORY IN THE HOUSE

CSHB 514 am

DATE ACTION

1/14/72 Read first time and referred to Committee on State
Affairs and Finance.

2/25/72 Reported back with recommendation that State Affairs
do pass with amendment. To Finance.

5/17/72 Finance replace with CSHB do pass. To Rules.

6/7/72 Read second time and CSHB 514 adopted and advanced

Read third time and

Passed: Yeas, 32; Nays, 5; Excused, 3.
Effective date

Passed: Yeas, 32; Nays, 5; Excused, 3*
Reported correctly engrossed

Signed by Speaker

6/8/72 Sent To Senate .

BILL HISTCRY IN THE SENATE

CSH1 514 am

DATE ACTION

6/8/72 Read first time and referred to Committee on Finance.
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Original sponsor: Rules Committee by
"equest of the Governor Offered: 6/11/72
Referred: Rules

IN THE HOUSE BY THE FINANCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 5I**
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing for the issuance of general obliga-
tion bonds in the amount of $24,000,000 for the
purpose of paying the cost of capital improvements for
airports; and providing for an effective date.”
BE IT ENACTEDBY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. For the purpose of paying the cost of capital improvements
for trunk and secondary airports owned or operated by the state or its
political subdivisions, general obligation bonds of the state in the princi-
pal amount of not more than$24,000,000 shall be issued and sold. The full
faith, credit and resourcesof the state are pledged to the payment of the
principal of and interest and redemption premium, if any, on these bonds.
These bonds shall be issuedunder the provisions of AS 37.15 as those provi-
sions read at the time of issuance.

* Sec. 2. If the issuance of these bonds is authorized by the qualified
voters of the state, a special fund of the state to be known as the '"1972
Airport Construction Fund™ shall be established, to which shall be credited
the proceeds of the sale of the bonds described in sec. 1 of this Act except
for the accrued interest and premiums. There is appropriated from the "1972
Airport Construction Fund” to the Department of Public Works the sum of
$24,000,000. The specific uses of the proceeds of these bonds shall be
determined by the governor.

* Sec. 3. If the issuance of these bonds is authorized by the qualified

voters of the state, the amount of $84,000 or as much of that amount as Iis

found necessary is appropriated from the general fund of the state to the

-1- SCS CSHB 514 (FCC)
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state bond committee co carry out the provisions of this Act and to pay
expenses incident to the sale and issuance of the bonds authorized in this
Act. The amounts expended from the appropriation authorized by this section
shall be reimbursed to the general fund from the proceeds of the sale of

the bonds authorized by this Act.

* Sec. 4. The question whether the bonds authorized in this Act are to
be issued shall be submitted to the qualified voters of the state at the
next state general election and shall read substantially as follows:

Proposition
State Airport Construction Bonds $24,000,000

Shall the State of Alaska issue its general obligation bonds
in the principal amount of not more than $24,000,000 for the
purpose of paying the cost of capital improvements for air-
ports?

Bonds Yes [ 1

Bonds No [1]

* Sec. 5' This Act takes effect on the day after its passage and approval

> on the day it becomes law without approval.

CSHB 514 (FCC) -2-
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Original sponsor: Rules Committee by Offered: 5/17/72
request of the Governor Referred: Rules

IN THE HOUSE BY TIIE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 51n

IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing for the issuance of general obliga-
tion bonds in the amount of $24,000,000 for the
purpose of paying the cost of capital improvements for
airports; and providing for an effective date."
BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. For the purpose of paying th *cost of capital
improvements for airports, general obllgatioi. >onds of the state
in the principal amour4 of not more than $24,000,000 shall be issued and
sold. The full faith, credit and resources of the state are pledged to the
payment of the principal of and interest and redemption premium, if any, on
these bonds. These bonds shall be issued under the provisions of AS 37.15

as those provisions read at the time of issuance.

* Sec. 2. IT the issuance of these bonds is authorized by the qualified
voters of the state, a special fund of the state to be known as the "1S72
Airport Construction Fund"™ shall be established, towhich shall be credited

the proceeds of the sale of the bonds described in sec. 1 of this Act except
for the accrued interest and premiums. There is appropriated from the 1972
Airport Construction Fund" to the Department of Public Works the sum of
$24,000,000. The specific uses of the proceeds of these bonds shall be
determined by the governor.

* Sec. 3. IT the Issuance of these bonds is authorized by the qualified

voters of the state, the amount of $84,000 or as much of that amount as 1is

found necessary is appropriated from the general fund of the state to the

state bond committee to carry out the provisions of this Act and to pay

-1- CSHB 514 am



expenses incident to the sale and issuance of the bonds authorized in this
Act. The amounts expended from the appropriation authorized by this section
shall be reimbursed to the general fund from the proceeds of the sale of

the bonds authorized by this Act.

* Sec. A. The question whether the bonds authorized in this Act are to
be issued shall be submitted to the qualified voters of the state at the
next state general election and shall read substantially as follows:

Proposition
State Airport Construction Bonds $24,000,000

Shall the State of Alaska issue its general obligation bonds
in the principal amount of not more than $24,000,000 for the
purpose of paying the cost of capital improvements for
airports?

Bonds Yes [ 1

Bonds No [1

* Sec. 5. This Act takes effect on the day after its passage and approv-

al or on the day it becomes law without approval.

CSHB 514 am
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Original sponsor:

IN THE HOUSE

For an Act entitled:

BE 1T ENACTEDBY

* Section 1.

Rules Committee by
request of the Governor

SENATE CS FOR CS FOR HOUSE BILL NO.

Offered

I 6/11/72

Referred: Rules

BY THE FINANCE COMMITTEE

51»

IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTH LEGISLATURE - SECOND SESSION

A BILL

tion bonds in the amount

"An Act providing for the issuance

of general obliga-

of $24,000,000 for the

purpose of paying the cost of capital improvements for

airports; and providing Tfor an effective date."

THE LEGISLATURE OF THE STATE OF ALASKA:

For the purpose of paying the cost of capital Improvements

for trunk and secondary airports owned or operated by the state cr its

political subdivisions,
pal amount of not more than

faith, credit and

principal of and

interest and redemption premium,

$24,000,000 shall be

general obligation bonds of the stat( in the princi-
Issuedandsold. Thefull
resourcesof the state are pledged to the payment of the

if any, on these bonds.

These bonds shall be issuedunder the provisions of AS 37.15 as those provi-

sions read at the time of issuance.

* Sec. 2. If the issuance of these bonds

voters of the state,

Airport Construction Fund"”

shall be established,

is authorized by the qualified

the proceeds of the sale of the bonds described in sec.

for the accrued

interest and premiums. There is appropr

a special fund of the state to be known as the "1972

to which shall be credited

1 of this Act except

iated from the "1972

Airport Construction Fund" to the Department of Public Works the sum of

$24,000,000. The specific uses of the proceeds of these bonds shall be

determined by the governor.

* Sec. 3. If the issuance of these bonds

voters of the state,

found necessary

is authorized by the qualified

the amount of $84,000 or as much of that amount as is

is appropriated from the general fund of the state to the

-1-

SCS CSHB 514
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state bond committee to carry out the provisions of this Ac, and to pay
expenses incident to the sale and issuance of the bonds authorized in this
Act. The amounts expended from the appropriation authorized by this section
shall be reimbursed to the general fund from the proceeds of the sale of

the bonds authorized by this Act.

* Sec. 4. The question whether the bonds authorized in this Act are to
be issued shall besubmitted to the qualified voters of the state at the
next state general election and shall read substantially as Tfollows:

Proposition
State Airport Construction Bonds $24,000,000

Shall the State of Alaska issue its general obligation bonds
in the principal amount of not more than $24,000,000 for the
purpose of paying the cosu of capital improvements for air-
ports?

Bonds Yes [ 1

Bonds No [1]

* Sec. 5. ThisAct takes effect on the day after its passage and approval

or on the day it becomes law without approval.

CSHB 514 -2-
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Original sponsor: Rules Committee by Offered: 5/17/72
request of the Governor Referred: Rules

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 514

IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing for the issuance of general obliga-
tion bonds in the amount of $24,000,000 for the
purpose of paying the cost of capital improvements for
airports; and providing for an effective date."

BE IT ENACTED BY THELEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Forthe purpose of paying the cost of capital improvements
for trunk andsecondary airports, general obligation bonds of the state
in theprincipal amount of not more than $24,000,000 shall beissued and
sold. The full faith, credit and resources of the state are pledged to the
payment of the principal of and interest and redemption premium, if any, on
these bonds. These bonds shall be issued under the provisions of AS 37.15
as those provisions read at the time of issuance.

* Sec. 2. ITf the issuance of these bonds is authorized by the qualified
voters of the state, a special fund of the state to be known as the 1972
Airport Construction Fund" shall be established, to which shall be credited
the proceeds of the sale of the bonds described in sec. 1 of this Act except
for the accrued interest and premiums. There is appropriated from the "1972
Airport Construction Fund"™ to the Department of Public Works the sum of
$24,000,000. The specific uses of the proceeds of these bonds shall be
determined by the governor.

* Sec. 3. If the issuance of these bonds is authorized by the qualified

voters of the state, the amount of $84,000 or as much of that amount as 1is

found necessary is appropriated from the general fund of the state to the

state bond committee to carry out the provisions of this Act and to pay

-1- CSHB 514
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expenses incident to the sale and issuance of the bonds authorized in this
Act. The amounts expended from the appropriation authorized by this section
shall be reimbursed to the general fund from the proceeds of the sale of

the bonds authorized by this Act.

* Sec. The question whether the bonds authorized in this Act are to
be issued shall be submitted to the qualified voters of the state at the
next state general election and shall read substantially as follows:

Proposition
State Airport Construction Bonds $24,000,000
Shall the State of Alaska issue its general obligation bonds
in the principal amount of not more than $24,000,000 for the
purpose of paying the cost of capital improvements for trunk
and secondary airports?
Bonds Yes [ 1]
Bonds No [ 1
* Sec. 5. This Act takes effect on the day after its passage and approv-

al or on the day it becomes law without approval.

CSHB 514
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Introduced: 1714772
Referred: State Affairs
and Finance

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 514
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing for the issuance of general obliga-
tion bonds in the amount of $12,000,000 for the
purpose of paying the cost of capital improvements for
airports; and providing for an effective date."
BE IT ENACTED BY THELEGISLATURE OF THE STVTE OF ALASKA:

* Section 1. Forthe purpose of paying the cost of capital improvements
fortrunk andsecondary airports, general obligation bonds of the state
in theprincipal amount of not more than $12,000,000 shall beissued and
sold. The full faith, credit and resources of the state are pledged to the
payment of the principal of and interest and redemption premium, if any, on
these bonds. These bonds snail be issued under the provisions of AS 37-15
as those provisions read at the time of issuance.

* Sec. 2. IFf the issuance of these bonds is authorized by the qualified
/oters of the state, a special fund of the state to be known as the '"1972
\irport Construction Fund"™ shall be established, to which shall be credited
;he proceeds of the sale of the bonds described in sec. 1 of this Act except
or the accrued interest and premiums. There 1is appropriated from the '1972
Airport Construction Fund"™ to the Department of Public Works the sum of
112,000,000. The specific uses of the proceeds of these bonds shall be
letermined by the governor.

* Sec. 3. If the issuance of these bonds is authorized by the qualified

oters of the state, the amount of $42,000 or as much of that amount as 1is
"ound necessary is appropriated from the general fund of the state to the

:tate bond committee to carry out the provisions of this Act and to pay

-1 HB 514



I expenses incident to the sale and issuance of the bonds authorized in this

2 Act. The amounts expended from the appropriation authorized by this section
3 shall be reimbursed to the general fund from the proceeds of the sale of

4 the bonds authorized by this act.

5 * Sec. 4. The question whether the bonds authorized in this Act are to

6 be issued shall be submitted to the qualified voters of the state at the

T next state general election and shall read substantially as follows:

8 Proposition
g State Airport Construction Bonds $12,000,000
1 Shall the State of Alaska issue its general obligation bonds

in the principal amount of not more than $12,000,000 for the

purpose of paying the cost of capital improvements for

13
14
15

airports?
Bonds Yes [ 1
- Bonds No L 1

* Sec. 5. This Act takes effect on the day after its passage and
17

18
19

approval or on the day it becomes law without approval.

20
21

2
23
24

26
2
28
29
MB 517 ’y



V/ILLIANi A. EGAN
GOVERNOR

S tate of A 1l aska
OFFICE OF THE GOVERNOR

Juneau

W _May 2, 1972

The Honorable George Hohman, Jr.
Chairman, Finance Committee

Alaska State House of Representatives
Juneau, Alaska 99801 -

Dear Mr. Chairman: ,

I have been reviewing the 1972 bond program with my staff
for the past few weeks. One of the major problems facing
us is the need for substantial expansion of trunk and
secondary airports in rural areas of Alaska. An equally
difficult problem is the limit of bonded indebtedness
which the state can afford and still retain our current
bond rating.

All factors considered, | have.”jiaJ*rnined that it is in
the best interests of the-"State of Alaska to increase

the proposed funding of -.House Bill 514" to $24 million

in lieu of the $12 millibiv.originalLly"® proposed. This
additional funding will provi“de~state funds to natch
federal aid to airports funds for trunk airportr in 1974,
and will provide fire fighting equipment at the twelve
locations recommended m the Subcommittee Report on
Airport Fire Fighting Equipment Requirements by the

House of Representatives, State Affairs Committee."

Your cooperation in this matter will be greatly
appreciated. »

Governor



FIVE YEAR FUNDING SUMMARY

(Revised MARCH 23, 1972)

fSc.o- \\
Airports Gen. Fund Rev. Fund Bond éQAP Total
Int"1 80.0 11,300 .0 - J9,451.0 20,831.0
Trunk 83.0 9,675.0 j 9,917.0 19 ,675.0
Secondary 2,325.0 32,247.0 4,572.0
Total:- 83.0 80.0 11,300.C 12,000.0 21,615.0 45, 07 8.0
Int-1 6,832.0 - J 906.0 7,738.0
Trunk 11,569.0 17,806.0 19,375.0
Secondary 2,162.0 - £2,271.0 4,433.0
Total: 2,162.0 .-0- 6.832.0 § 11,569.0 10,983.0 31,546.0
| ]
Int"1 4.431.0 2,807 <0 7,238.0
Trunk 12,262.0 10,968.0 23,230.0
Secondary 1,812.0 - 2,253.0 . 4,065.0
—Total: 1,812.0 -0- .4,431.0 12,262.0 16,028.0 34,533.0
Int"1 5.872.0 - 2,254.0 8,126.0
Trunk 12,961.0 12,152.0 25,113.0
Secondary  2.190.0 - 2,135.0 4,325.0
Total: 2.190.0 -0- 5.872.0 12,961.0 16,541.0 37,564.0
Int"1 8.010.0 - 1,440.0 9,450.0
Trunk 15,437.0 12,588.0 28,025.0
Secondary 2.535.0 - 2,002.0 4,537.0
Total: 2.535.0 -0- 8,010.0 15,437.0 16,030.0 42,012.0

Total: 8,782,0 80.0 36,445.0 64,229.0 81,197.0 19.0,733.0



0

P H 3/23/72

CAPITAL BUDGET AGENCY
PROPOSED PROJECT \ g@rogram f C KAir Transportation !
1 DIVISION ) SUB-PROGRAM 8 3
lELEMENT B '
SUB-ELEMENT
. . BUDGET i i
TITLE Trunk Maintenance Equipment component z.b.i. and J.b.i. thru iii  COST $83.0 PRIORITY T 73-8
AREA ELECTION STAFETING COMPLETION
LOCATION Kodiak served Kodiak DISTRICT  J-13 BAT May 1972 date June 1973 j
| CONSTRUCTION EQUIPMENT X description:  The acquisition of equipment needed for airport maintenance
<and certification. e
IMPROVEMENT LAND

explanation: This item provides equipment which is new to the program.® The equipment is for general airport maintenance
and snov. removal. The units are for Kodiak Airport which was recently acquired. It has insufficient equipment to
maintain this important Search and Rescue Airport on an around-the-clock basis.

IT equipment is not obtained, the airport can be maintained only at marginally safe levels. The gap between the optium
and the attainable levels of maintenance will become progressively more pronounced as the air carriers continue their

upgrading of equipment with increased jet service. "

K-k

I’ [
L
' : FY 76
| - TOTAL FY 73 FY 74 FY 75 AND BEVOND APPROPRIATION REQUEST AMOUNT
IOTAI. ANNUAL EXPENDITURE 83.0 1 83.0 1 Federal Receipts
1 PLANNING AND ENGINEERING - : Required General Fund Matching
j) LAND ' l 1 i Other General Fund 83.0
| CONSTRUCTION 1 1 1 _ i j Inter-Agency Receipts
( EQUIPMENT 1 83.0 83.0 1 i I Other
| ADMINISTRATION AND OTHER | scar vrtcermenoor 1 _ ) Int"l. Arpt. Revenue
Fund
r Bonds
INCREASE (DECREASE) IN OPERATING EXPENDITURES |
OTHER SOURCES Effects on operating more, but

ESOUFCG .GENERAL FUND newer equipment willj
02-1012



CAPITAL BUDGET S vl
ivi.> h AGENCY
PROPOSED FIVE-YEAR T
CAPITAL PROGRAM & niVMON
FY 73-77 S
Ei.-i**
e Mv M
TITLE AND LOCATION | Fr.73
Trm); P~ q Tl W g g
f TOTAL COST *
,) -
i1« Bnrrcv; 11, Contract Finalization - ? STAIF. riINDS S 1A070
J OTHER SOURCES 1 .- 0 -
S TOTAL COST 100.0
1"/3-2 J Ualiiel V, Contract Finalization f state fund u1@.o
J OTHF.n SOURCES
TOTAL COST ~A~>0
/3-3 " Homer:VIl, Contract Finalization STATE FUNDS T:5.0
OTHER SOURCES
TOTAL COST
|"73-\ ) Ketchikan I, Contract Finalization 5.TALE.F.L"NDu. \ 70.0 |
, othrnsoullces [ 0 -
TOTAL COST { In
73-5 i Kin;; Cove =, Contract Finalization S 1A 11: FUNOS lizi.o 1 G.O.
c oiiicnsource:; J - Q -
| TOTAL COST 5 33.0
[73-6 5 Petersburg I, Contract Finalization STATE FUNDS 25.0
TOTAL COST Sb.0
|73-7 j Sitka 11, Contract Finalization 1 STATE FUNDS -.5.0 {
OTHER SOURCES -0 -
. - . - TOTAL COST 83.0
J73-5 Trunk Maintenance Equipment STATE FUNDS 83.0
" " o “r OTHER SOURCES - ®
i - TOTAL COST I . o
73-9 Cold Bay, Runway Overlay - - STATE FUNDS 6.0
o1 ? - OTHER SOURCES 1 1,09.0
le 1 4 TOTAL COST j-.0.0
175-1C  Barrow, Apron Construction ! STATE FUNDS 7~:G.o
| ! - - 1 OTHER SOURCES ! 1iC0.0
[~ - 1 ' . . j TOTAL coST 3.500.0
[73-ili Deadhorse, ”~pron, Taxiway,R/W Extension 1 STATE FUNDS 1 J AOn n

Lr— Lur. v rir*if rth—T—r’]‘n‘I’ir—n’r‘l’tﬁ IruimMmiTmn nr mnmr  n"Mnnnmnf

o '\l

OTHER SOURCES_ t
P eI IZIthjf-l»\/tCuJ>J ]&m,U M

ersMwffiTiuiliwmTwxrftf,, isu *a.

M
|CATEGORY

| PROGRAM |
jSUB-PROGRAM |
fELEMENT S
1SUB-ELEMENT, <

SAMUU-» I r>-

iTifrm |W
5

1
!
)
bl

YEAR INWHICH FUNDING IS REQUESTED

FY 7A

G.0.

G.O.

G.0.

G.O.

G.O.
ADAP

G.0.
ADAP

1 FY 76
.1
%. - | |
c .
4 *
| _
>
J
]
l —_—
5
- [
General Fun;
LEGEND: i
o 7 _ o ___ 1
G.0.- Cenau .il Obligati; \ Bonds =
A.D_.A_P. - i-"cdcral FRun*"
- i
i
I.kw"anammiaeuvm' vt i LourtwAsw -fitkidi.

FY7G , J FYy 77

- = w —

oV o\



CAPITAL BUDGET
PROPOSED FIVE-YEAR
CAPITAL PROGRAM

- FY 73-77

RIORITY) TITLE AND LOCATION

NOME, Apron Construction

TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS__
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUND:
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUND:
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES

AGENCY

division

.Total

ADAP

* i, 3/.23L7ZL

CATEGORY I1VI1J Transportation

PROGRAM li C 1 Air Trnnspnrtrnt-.-ion
Aviation Hsub-program ]

SUBELEMENT

YEAR IN WHICH FUNDING IS REQUESTED

ADAP



Title : Airport GO Komis
Requested by: legislative Finance _Date: 2/26/72

Return Date Requested: 3/10/72

Agency: EifolicJVorks Program:
I1. FISCAL DETAIL , o “ - .-

Budget Request Unlt(s) Affected: Trunk f, Secondary Airports

A. EXPENDITURES: (Thousands of dollars)

0BJECT FY 72 FY 73 FYy 1 FY 75 FY’ 76 FY 77

100 PERSONAL SERVICES. - “n .2 622.4. 466.8  VMii...
200 TRAVEL - 40.0 80.0 20 .0
300 CONTRACTUAL 349.0 698.0 523.5 174.5
*100 COMMODITIES 77.8 155.6 116.7 38.9
500 EQUIPMENT - 70.8 141.6 106.2 35.4
600 LAUD & STRUCTURES 3,628.4 7,256.8 5,442.6 1,814.2
700 e GRANTS , CLAIMS, ETC .Nunicipal Grai;t 355.6 711.2 533.4 177.8

. TOTAL .....
4,832.8 9,665.6 7,249.2 2,416.4
B. FUNDING: (Thousands of dol).ars) . - '
[ | .
GENERAL FUND
*FEDERAL FUNDS 2,432.8 4.865.6 3.649.2 1,216.4
OTHER Gen. Obligation Bond 2.400.0 4,800.0 3,600.0
,C. POSITION"S: S oL s . . s
L] . . . [ | * ‘. 1 / . -\ '
. u 1
PERMANENT/TEMPORARY / / / / 1/
MAN MONTHS (P./T.) e/ / / /
. ANALYSIS (See Fiscal Note Preparation Instructions, Section 1I11)

F ) °

*

1) Annual maintenance costs for above projects- $13li5/arinum i

. * K

2) Debt service on $12.0 million of G.O. Bonds- $984.2/annum
lo, o (6 /2% - 25 years) . ‘e

1v. ATTACHMENTS

V. DATE:

Original: Legislative Finance



w £
If r>

FV 73

< _eniomlY;
e J

173-1 |

T73-2

T73-3

[l

173-"*

T73-5

T73-6

T73-7

T73-3 j

T73-9°¢

T73-10]

173-11!
1

0? ini:i

n ur-\  t— i = ni tm - CH3

CAPITAL BUDGET
PROPOSED FIVE-YEAR
CAPITAL PROGRAM

FY 73-77

TITLE AND LOCATION

Barrow Il, Contract Finalization =

Bethel Contract Finalization

\

Homer VI, Contract Finalizatiop

Ketchikan 1, Contract Finalization

Kins Cove®, Contract Finalization

Petersburg 1, Contract Finalization

Sitka 11, Contract Finalization

Trunk Maintenance Equipment

| L

1

Cold Bay, Runway Overlay

Barrow, Apron Construction s\ ,

Taxiway,R/W Extension

Deadliorse, Apron,

1.

TOTAL COST
1 STATE FUNDS
| OTHER SOURCES
S TOTAL COST
STATE FUNDS
j OTHER SOURCES
j TOTAL COST
1 STATE FUNDS
5 OTHER SOURCES
|
1

TOTAL COST
STATE FUNDS .
i OTHER SOURCES
I TOTAL COST
STATE FUNDS
1 OTHER SOURCES
I TOTAL COST
t STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
1 OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES

1 DIVISION

\iinTBAVWAMAMVIAM

FY.73

TStM TT
» 14U.0
i -0
| 160.0
160.0
_0 -

C Ol

: 83.0 1
| 85.0
-0 -
70.0
! 70.0
- 0 -
164.0
164.0
-0 -
25.0
25.0
-0-1
85.0 1
85.0
i -0 - |
778.0 j
1 778.0
_ 0.
1 1,805.0
1 746.0 (
j 1,110.0 |
500.0 j
200.0 <

1 300.0 j
3.500.0

8 1,400.0 s
2 2,JL000 |

N G

= = A
ST

r~Ii

=1 —i r 1 r
nswe k‘].IET !,*'»
5c/i
IPROGRAM i <
JSuo-PROCRAM £ ?

f ELEMENT S ’
1jSUB-CLEMGNT [ [}
YEAR INWHICH FUNDING ISREQUESTED
FY FY 76 FY 76
¢G.o. T >
G.O. |
( 5
G.O. i
J
i
G.0. 1 ™
S
G.0.
t
c.o. 1
|
. G.O. |
f 1
General Fund
LEGJIND: j
G.0. !
ADAP G.0.- Gene?,
A.D.A.P. - Federal
G.0. r1r,f "
ADAP
G.O. S
ADAP  j S

FY 77

f
i

i
zil Obligation Eonds

Fun<-



-, CAPITAL BUDGET
PROPOSED FIVE-YEAR
CAPITAL PROGRAM.

oFY 73-77

FY 73

,]F.IORITY/ ! TITLE AND LOCATION

\

1‘3773—12:J Valdez, Extension and Paving
I %

’ ’ Petersburg,
\;773—13!< Area Paving
ir]rcw'emge 11-Runway Extension,

WT73-14 Paving, Runway Paving and Lighting

-T73-15s Kodiak,

.

lease lots

,173-16j Bethel, Apron and

jiT73—171 Sitka, Extend Runway to 6400"-Stage

y
1 1 -

|T73-18]- Kotzebue Obstruction Removal

J173-19;.; Municipal Airport Aid - Phase 1
i j _

:T73-20J Kuskokwim, Maintenance Depot
i i
. - 2
«"173-21 j Trunk Airport Advance Design

# Studies (See Form 12 for details)
I e !

r-Ttmmttsrn

Runway Extension & Run-up

Run-up. Area

Light Aircraft Apron & Tiedown

JAWPIWEW N —2Fr-jr—F -rr- urmi
i AGENCY DPW

jj divisionAviation .

t

—3

e A A L
ECATEGORY iivill18Trr.NSnort.n c.Lcjx.
IPROGRAM___ Jjjj_ MAIL-1T2iac4J.CxUULLIDNn-
[ SUB-PROGRAM jl_ I
\ELFUZNT )

]
Bicnm.'SLJB S;lIRQV\ENTBr*‘P«r L - ur»wawWanT3*v*irk

YEAR INWHICH FUNDING IS REQUESTED

atAr i~V.. eexD i -j?

FY 75 FY 76 * Fy 77

mammms.

-t XiuiRJJ
FY 73 FY 74
i
TOTAL CosT i 2 230 1)
i STATE FUNDS i V2o .o 107
i 0TIER SOURCES  j__1 310 .0 ADAP
TOTAL COST | j?200 .U \
0T HER SOURCES 540. ()
T 0T AL CoboboTom 'z 700 .0
| STATEIFUNDS I Lo 0 o G.0O.
I 0THER SOURCES I 620 .0 ADAP
TOTAL"OST J z 500 .0 i
e s 302.0 | G.O.
) b seveies 198.0 | ADAP
TOTAL COST 500.0 £
STATE FUNDS _ 200.0 G.0.
0OTHER SOURTCES 300 .0 j ADAP
| ToTaLcosT 390 00 0
I state funds JL2004dLl G.0.
fon v st seeo J  ADAP
ToT AL cost 400;0"
ST ATE Funos — fbOTcr 0 1
0OTHER SOURTCES 2*0-0 £ ADAP
FOTAL cosT u.iSLQ-4
STATE FUNDS J,*Z7ikEL G.0.
0OTHER SOURTCES
TOTAL cosT 160.0 1
ATE FUNDS 160-0 5 G-O-
- 0T HER SOURCES 1
§TOTALCOST £ 180 .0 5
180.0 t G.0.
2 other sources | o
§ TOTAL COST -
| STATE FUNDS o L

-9 T’Y-Tﬂtny-l . r—frwe



Vi

FV 73

1 R

oy
«|TRIORIr;]

CAPITAL BUDGET

PROPOSED FIVE-YEAR
CAPITAL PROGRAM

FY 73-77

.1 ms meXT* *pPinwnir. -,r.iSMIMaB, vjL SofcCT*:cniw

TITLE AND LOCATION

Nome, Apron Construction

4 {
iT73-22]
| U

|

1

=D

0N o mw w

TOTAL COST
STATE FUNDS
P3Ji?R SOURCES
TOTAL COST
STATS FUNDS
OTHER SOUfU
TOTAL COST
STATF FUWNS
OTHER SOURCES
TOTAL COST
rJF |:i.iINnS

OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTl IMTUSOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS__
OTHER SOURCES
TOTAL COST -
STATE FUNDS
OTHER SOURCES
TOTAL COST -
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER sources

AGENCY

DIVISION Avyjjatian

Total
G.0.

BEH

\

02/29/72 JINO

J ™riilti rin
ANCATEGORY
liloon/TT

USUSJPP.CGHAM K

ASUNELEICENT ]

YEAR INWHICH FUNDING IS REQUESTED

FY 74 FY 75 FY 73

97575701

9,917.0 N
““77870"1



S73-2

CAPITAL BUDGET
PROPOSED FIVE-YEAR
CAPITAL PROGRAM

FY 73-77

TITLE AND LOCATION

Iloonah, Contract Finalization

Koliganek, Contract Finalization

Manokotak, Contract Finalization

Nainwright, Contract Finalization

Akolciiut, Construct Airstrip

(Nunanitahuk/Kasigaluk) *

Kcngiganak, Construct Airstrip

Sheldons Point, Construct Airstrip *

Kwigillingok, Construct Airs.trip

Nightmute, Construct Airstrip *

Eek, Construct Airport *

Tuntutuliak, Construct Airport

JrpislntiYf! loffor nf Tnfpnf

TOTAL COST
TATE FUND:
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS___
OTHER SOURCES
TOTAL COST____
TATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATF FUND:
OTHER SOURCES
tota; COST
TATE FUNDS
URCES

STATE FUND:

TOTAL COST
STATE FUND:
OTHER SOURCES

AGENCY

DIVISION

- r.. . lift Autnu. Er.§-rn<

:
j CATEGORY

| PROGRAM
5SUBPROGRAM
lptptpmT

3
L
1

B ey

)3

YEAR INWHICH FUNDING IS REQUESTED

ADAP



PRIORITY:

CAPITAL BUDGET
PROPOSED FIVE-YEAR

CAPITAL PROGRAM
FY 73-77

TITLE AND LOCATION

Girdwood, Erosion Control*

Whittier, Construct Airstrip

Teller, Construct Airstrip *

Coodnews Bay, Construct Airstrip

Newtolc, Construct Airstrip*

Chignik, Stabilize Surface & Construct

T.nron b

Secondary Airport Advance Survey,

TOTAL COST
STATE FUNDS
OTHER SOURCES

TATE FUND!
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTH~
TOTAL COST

SIATILEUfIDS
OTHER SOURCES

iTATE FUNDS
OTHER SOURCES

STATE FUNDS
OTHER SOURCES
TOTAL COST
STATEFUND:
OTHER SOURCES
TOTALCOST____
STAVE FUNDS
OTHER SOURCES
TOTAL COST
UNDS
OTHER SOURCES
TOTAL COST

OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES

3CATEGORY
fPROGRAM

DIVISION

SUB-ELEMENT

YEAR INWHICH FUNDING IS REQUESTED

ADA?

ADAP



CAPITAL BUDGET
PROPOSED FIVE-YEAR
Fy 7o CAPITAL PROGRAM

FY 73-77

** WCT8.iU.Wr*

‘TilORITv TITLE AND LOCATION
- !

T

1173-1 i International Equipment

1

1173-2 Fairbanks E. W. Taxiway Widening

]

i

J173-3  Anchorage Access Roads
1 |

J

;173—4 Fairbanks Apron Lighting

173-5 Anchorage, Lake Hood Lighting

»

J173-6 Fairbanks, Sewer & Water

173-7 Fairbanks, Fencing

173-3 Anchorage, North South runway

i "
i |
i173-9 Fairbanks, Entrance Road

b

J #
173-10 JAnchorage/Lake Hood Development

5
|
i I .

e — (U1 e (U1

1

STATE FUNDS
OTHER SOURCES
TOTAL COST
fYA‘F Ft1)OS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE 1U"'DS
OTHER SOURCES
TOTAL COST
STATE FUND;'
OTHER SOURCES
TOTALCC ST
STATE FUNDS
OTHER SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
TOi AL COST
STATE- FUNDS
OTHER SOURCES

rsn

r r
.. =m c I
jlsus-rf.caRAM $ i
Jelement e

YEAR INWHICH FUNDING IS REQUESTED

FY.73 FY 74 FY 77
1 FY 75 FY76
160.0 \
sn.o 1RF J *
80.0 ADAP i ™
3S0.0 f i
152.0 RB ;
220.0 ADAP t
i>0.0 i [ JAC - inter aat”.onai
170.0 RB f Revenuc Bund

J i ADAP - Fedc pal

12.0 2( ;.B - Kcvenu 2 buna
12.0 RB i
3
6.0 ! .3
6.0 RB t 1
! e 3
1,630.0 | J... .
1.6.30.0 . RB 3 {\
\ :
500.0 f \
200.0 RB i |
300.0 ADA? : I
9,30/ .0 |
3.750.0 RB P |
5,638.0 ADAP I
200.0 i \
*"n"0.0 UB »
f
1,b>3.-0 | \
1,293.0 RB .
360.0 i ADAP 1

Loeeoms oo oy Tl Yuimdw nanMi



CAPITAL BUDGET

3
u<d PROPOSED FIVE-YEAR
EY 73 CAPITAL PROGRAM

FY 73-77
Ip.~iofuty

173-11] Anchorage, Terminal Bldg. Renovation

173-12] Fairbanks, Fire Rescue Station and

| Maintenance Comnlcx Development
1 i
173-13 Anchorage, West Passenger Facility Apron
u ?econstruetion

T.73-16« Anchorage Apron Pavement Slurry Seal

173-15
i.

Fairbanks Heavy Aircraft Parking Apron

J173-16 Fairbanks Main Taxiway and Apron

Modification

3173-17 | Anchorage Fencing

J173-181i Fairbanks General Aviation Runway &
| j Taxiway Lighting

2173-19 » Anchorage North Apron Expansion

*_sr.cixanzxC-NC.

MMI'N

STAT;" FUNOT
OTHER SO0U

TOTAL COST

$ STATE FUNDS

1 OTHER SOURCES

I TOTAL COST
STATE FUNDS
OTHER SOURCES

Jj TOTAL COST

- SIimvXIinnibs.
OTiim pn'iRCES

| TOTAL CoOST

i othernet tots

I TOTAICCST.

j STATE FUNDS
OTHER SOURCES
TOTAL COST
STF - i .-eTO
OTHER SOURCES

TOT *i.CO0OST

f OTHER SOURCES
TOTAL COST
 Or::"KSOURCES

TOT\LCOST

itve punos

Or;,—asources

I TO
STA"E FUNDS

j OTHER SOURCES

[y

cosT

| AGENCY
|

DIVISION

FY.73

775.0
e 775.0

75Q.Q
500.0
250.0
1.500,0
500.0
900.0
731.0
731.n

- Ul =™ - —

600.0
2A0.0
360.0
1,650.0
660.0
990.0
35.0
1.5.0

107,0

i 575.0

230.0
>65.0

th G — e Ol

m e
> CATEGORY

| PROGRAM
2 SUS-FRCGRAL|

II*—,II>|t J .
snir-tci-. i

> «

1 5

2CL2-EIEL'ENT h .

&'-

ua.-...

- 1

YEAR INWHICH FUNDING IS REQUESTED

FY 74
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( TOTAL COST 903.0
L74-1 Anchorage Auto Parking & Service Roads 1 STAIT FUNDS 3 un.3.0 KJj
.- 2 other sources 1 -
| TOTAL COST I 60.0
174-2 Anchorage Access Road to Tank Farm and r. STATE ElimR l. 60.0 RB
G. A. Lease Lots 1 on;Msources |_ ..
174-3 Fairbanks, Lease Lot Appraisal Program TOTAL COSI J 10€.N
1 STATE FUNDS f._ J- 105.JL _S3_
1 OTMR.SOUNCES j
174-4 Anchorage Utilities (M.P. 21 & 23) TOTAL COST 560:0
VIATAAULLDS- J  B5LH.il L
OTHER SOURCES
174-5 Fairbanks, Terminal Expansion TOTAL COST 11.600.00 !
STATE FUNDS 11.300.00 RN
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STATE FUNDS J 172.0 |
S OTHER SOURCES 1 L0 AOAF
174-7 r Anchorage, General Aviation Site Grading F_ST j-CrfiT——-—- ~ Jl.0.so0.0 9
FUNDS 1 432.0 mi |
: 1 ] OTHER SOURCES  _ I 648.0 APAP
» — . S TOTAL COST JILFII&IL
174-8 Anchorage, Phase x International STATE FUNDS i3.000.0 FE
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TOT ALCOST ji_v.no.jL.
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g ijslt3-eL2?2/isNT j
1 . _ \ i 4
AIONITY TITLE AND LOCATION FY.73 1 FY 74 ] FY 75 FY 75 ]1 FY 77
- e 1 i
’ [ TOTAL COST f ! 70.0 |
176-1 Fairbanks, Terminal Auto Parking (MP+18) I STATE FUNDS .. 5 70.0 S PP. *
j OTHER SOURCES 1 J i . 1
° . - TOTAL COST i § 1 30.3.0
176-2 1~"Anchorage, North & Northeast General ~viatic in-STATE fU "0S ? 1 \ 123.0 J RB
I Access Road (HP-36) 1 OTHER SOURCES r 5 i $2d.9 ADAP
1 TOTAL COST 1. < f I 272.0
176-3 Anchorage Terminal Access Taxiway (Center) STATE F ILIDS f 1 1 ! 109.0 K3
(K?-10) QT:"OR SOURCES 7 \ 63.0 ADA?
- TOTAL COST \ » | w=,300.0
176-A Anchorage Phase 11 International Terminal STATrFFiiwril; . 1 5 6,30).0 RB
OTHER SOURCES 5 i ) 1
) TO"AL COST i } i =~ f 3,176.0
176-5 Anchorage, Runway 6L/24R Rehabilitation STATE FUNDS \ [ * 1 1,2/0.0 r-
« ¢e ; SOURCES 3 | ' 1,°51,.0 ADAP
< * totalCCLT ? 1
STATE FIE.0S i i
) OTHER SOURCES i 5
TOTAL COST | i i 8.126.0 TOTAL
1 Sw'ie rliXDs « | 1 5.072.0 P.A
Ey ! OTHER SOURCES ? ! 1 S 2.234.0 ADAP
. ; TOIAL COST i L 5
! STATE FUNDS ? 1 |
1 CTIET sour.css ( R L e
ToralLcost £ 1 i
. | STATS FUNDS | - I
1 OTHER SOURCES \ |
TOTAL COST f \
STATE FUNDS 5 i .
! OTHER SOURCES 5 \
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STATE FUNDS ! i \ .
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OTHER SOURCES
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| OTHER SOURCES
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JPRIONITYF TITLE AND LOCATION FY 73 FY .4 FY 75 ( FY76 Fy 77
Jrl‘;rn"'offt*wg rwi f3Ecaucuan.un !
_ B} _ | TOTAL COST } .100.0 1
175-11 Fairbanks, Parking Lot Expansion | STATE FUNDS 1 m 1 100.0 f RR |
J OTHER SOURCES ! I j
X ] i
175-2] Fairbanks, Cargo Terminal ] TOTAL COST : 850.0 ( _
S STATE FUNDS e . S gsn.o 5 rr i
{ TOTAL COST 480.0
175-31 Anchorage, Access Road (M.P. 38) STATS FUNDS
« OTHER SOURCES
I _ TOTAL COST
175-4 Fairbanks, Cargo Apron )
90 7P STAJE rUL.D5.
OTHER SOURCES
175-51 Fairbanks, General Aviation Apron TOTAL COST 810.0
: STATE FUNDS JLAJL
Expansion . .
other sources ?20a.n iLDAEL
175-61 Anch Empl Parki H TOTAL COST Y 500.0
- nchorage, Employee Parking j STATE FUNDS JLoiHL
S OTHER SOURCES
[75-73 Anchorage, Air Cargo Area Paving (ILF8) TOTAL CoST | HLIL
| ctm;nsources 475.0 ADAP
175-81 Anch Terminal A Taxi Southy 1A
-8! Anchorage, Termina ccess Taxiway (South) _ STATE FUNDS 131.0
== (MP-9) J GTHER SCURCES 1 197.0 (  ADAP
Fairbanks, Cargo Terminal Vehicle Parking TOTAL COST
(HP-9) STATE FUNDS 150.0
OTHER SOURCES
j TOTAL COST
t STATE FUNDS 1
\ othercourses _
\ TOTAL COST

STATE FUNDS
OTHER SOURCES
a
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riority; TITLE AND LOCATION
TOTAL COST
Fairbanks, General Aviation Terminal Bldg
(HP-12) OTHERSOURCES
Anchorage, Airfield Service Rd. (MP-15)
Fairbanks, General Aviation Auto Parking
(nr-13)
Anchorage, General Aviation /W to Lake
Hood (MP-16) Unit ill e
Crash Rescue Station
Anchorage, Site Work Roads
(instruction and Lake Hood
R SOURCES
Terminal Apron (MP-17)
t OTHER SOURCE APAP
Anchorage, Seaplane Facility, Lake Hood STATE FUNDS
Expansion ources
Si ATE FUNDS
TOTAL COST

OTHER SOURCES
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TOTAL COST _t 130.0
STATE FUNDS L J20.0
oi:l r:uimrss._ fc.
| TOTAL COST » .’P.O
j STATE FUNDS ! 0
\ QTITft SGUF.C.nS |
TOTAL COST 20.0
STATEFUNDS ‘0.0
oniin sources |
I TOTAL COST 5 22.0
I SiTATEFUNDS . #  ....?7%.0

A T\ CAPITAL BUDGET
tJ PROPOSED FIVE-YEAR
FY 73 CAPITAL PROGRAM
FY 73-77
tWh.TTl 5- xniis  rpenntc.u xU ¢
TITLE AMD LCCATiOM
»>Mror £, 'INCUI*
S73-1 2 Hoonr.h. ContE ct Finelisation
Koliganuk, Cor.tract Finalization
S73-3 3 M .nokol,;":, Contvac!: Finalization
v
S73-A | IPt"Jhv.ttgliL , Contract Finalization
7
S73-5 Akoli.iiut, Construct Airstrip
(Xuunnitahuk/y.as iju"lul;) *
S73-6 Kongigana®;, Construct Airstrip *
S73-7 Sheldons Point, Construct Airstrip *
1
S73-6 1 KwigillingoU, Construct Airstrip *
- .
S73-9 t‘ Mightmute, Construét Alrstrip *
]
S73-10J Eek, Construct Airport *
>73-11s Tuntutulink, Construct Airport
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OTHER SOURCES
TOTAL COST
STATE FUNDS
OThL.IT SOURCES
TOTAL COST
STATE FUNDS
OTHER SOURCES
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PRIORITY. TITLE AND LOCATION FY 73 |

162.0 \
42.0j
120.n j

TOTAL COST
STATE FUNDS
OTM-a SOURCES 1 _
TOTAL COST -
STATE FUNDS
) Jj OTHERSOURIS }
I TOTAL COST
Construct Airstrip * STATE FUNDS
- OTHER SOURCES S
J TOTALCOST t
Goodnews Day, Construct Airstrip i stat =f ;Nns___
J _gnjnsour S
TOTAL COST
STATE I'LNOS__
J OTHER SOURCES
(to tal cost

STATE funds

Glrciwood, Erosion Control*

— o

CO.o0 1

00.Fl ]
J-s'Mm) J

Uhitticr, Construct Airstrip

JPIfUIL]
420.0 1

I'~0.0 j

J+:-SLJ
So0.0 j

Teller,
S73-15J

S73-1- No.wcok, Construct Airstrip*

S tab ilise Sur face & Cons trouct

373-17

Chip.nik

Apron OTHER SOURCES
TOTAL COST (
Secondary Airport Advance Surveys TATE FUNDS "
| CTIICR SOURCES J
TOTAL COST _
STATEANOS___ [
OTHER SOURCES__ {
TOTAL COST
STATE FUNDS
? OTIIEER SOURCES j
j TOTAL COST }
m  STATE FUNPS__
I _ojhe sources 5
8 TOTALCOST _
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€ OTHER SOURCES p
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1
S76-1 e Anhlcr,

D
S74-2

Construct Airstrip

Kolipnnek,

S74-3 Port Lions , racnnnt. N. 400*

J

S74-4 " Ouzinkic, Construct Airstrip
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S74-4

! Anvil;, Recountruet Landing fitri.p

Rcpvaiiu
Con;-tract Cross-strip

S7/.-7
Noorvik,
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774-9 Petersburp, Ramp and Turnaround

374-10 Lirimonak, Reconstruct Runway

374-11j Koyuiaik, Reconstruct & Extend Airstrip
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