H.R.4297

Tax Increase Prevention and Reconciliation Act of 2005 (Enrolled as
Agreed to or Passed by Both House and Senate)

SEC. 511. IMPOSITION OF WITHHOLDING ON CERTAIN PAYMENTS MADE BY GOVERNMENT
ENTITIES.

(a) In General- Section 3402 is amended by adding at the end the following new subsection:
" (t) Extension of Withholding to Certain Payments Made by Government Entities-

"(1) GENERAL RULE- The Government of the United States, every State, every
political subdivision thereof, and every instrumentality of the foregoing (including
multi-State agencies) making any payment to any person providing any property
or services (including any payment made in connection with a government
voucher or certificate program which functions as a payment for property or
services) shall deduct and withhold from such payment a tax in an amount equal
to 3 percent of such payment.

"(2) PROPERTY AND SERVICES SUBJECT TO WITHHOLDING- Paragraph (1) shall
not apply to any payment--

"(A) except as provided in subparagraph (B), which is subject to
withholding under any other provision of this chapter or chapter 3,

"(B) which is subject to withholding under section 3406 and from which
amounts are being withheld under such section,

" (C) of interest,
" (D) for real property,

" (E) to any governmental entity subject to the requirements of paragraph
(1), any tax-exempt entity, or any foreign government,

*(F) made pursuant to a classified or confidential contract described in
section 6050M(e)(3),

"(G) made by a political subdivision of a State (or any instrumentality
thereof) which makes less than $100,000,000 of such payments annually,

“(H) which is in connection with a public assistance or public welfare
program for which eligibility is determined by a needs or income test, and

“(I) to any government employee not otherwise excludable with respect to
their services as an employee.

"(3) COORDINATION WITH OTHER SECTIONS- For purposes of sections 3403 and
3404 and for purposes of so much of subtitle F (except section 7205) as relates to
this chapter, payments to any person for property or services which are subject
to withholding shall be treated as if such payments were wages paid by an
employer to an employee.'.



(b) Effective Date- The amendment made by this section shall apply to payments made
after December 31, 2010.
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