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INTRODUCTION

This pamphlet has been prepared for the use of the House and Senate
Conferees on H.R. 2973. The description of the tax provisions was prepared
by the staff of the Joint Committee on Taxation, and the description of the
trade provisions was prepared by the staffs of the Finance and Ways and
Means Committees.

The first part of the pamphlet summarizes the legisiative history of the
biil. The second part provides comparative descriptions of the provisions of
H.R. 2973 as passed by the House on May 17, 1383 iand as further amended
on July 14, 1983), and of the provisions of the bill as passed by the Senate
on June 18, 1983.
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I LEGISLATIVE HISTORY
House Version

As reported by the House Committee on Ways and Means on May 13,
1983 (H. Rept. No. 98-120), H.R. 2973 would repeal the mandatory withh
ing of tax on interest and dividends chat was scheduled to go into effect on
July 1, 19831 (under the Tax Equity and Fiscal Responsibility Act of 10%
TEFRA). The Commxt'ee reported the bill without recommendation.?
House passed H.R. 2873 on May 83, by a record vote of 382-41.

Senate Version
HR. 2973 was received in the Senate on May 19, 1983, and piaced on
the Senate Calendar on May 25, 1983. The Committee on Finance approved
a committee amencment on May 26. 1983, to oe offered on the Senate tloor
973.2

ve titles: /1) repeal of
the July 1 mandatory withhoiding on interest and dividends tmze'f-ew with
compliance provisions —elaung to reporting of interest and uwldencs an
reased appropriations for ‘ne mmna.l Revenue Service:
Basin E ic. Recar he provisions of 3. 344 as
Committee on May 12, _383 mth an additional modification): (3) enterprise
zone tax provisions (provisions of the dnnerpnse Zone Tax Act of 9* .
agreed to by the Cammn:tee on May i7):t4) trade reciprocity orovisions
viously reported in 3. 144, the hnemancnal Trade and [nvestment xct and
as passed by the Senate on April 2, 1983: and (3) permanent extension of the
tax e‘(emm:mn AOl' A"l!El'E‘f on *ua‘mea mongage conds

On June 18, the Senate agreed :o0 the Finance Committee amend-
ment to H.R. 2973 \by a vote of 48-41); and also agreed (voice votes) ¢ addi-
tionai amendments relating =0 exc udmg certain rum from duty-free treat-
ment, importation of watches and watch parts, contracting out of local serv-
ices for enterprise zones, and a new amendmem axcluding from gross
income certain discharges of mortgage debt on a pnnc‘pa. resxdence occur-
ring in 1982, H.R. 2973, as amendecx was passed by the Senate on June 16
oy a vote of 364, T conference, and d confer-
ees: Senators Dole, Pacxwood Roth. Danfom Long, Matsunaga, and Ben!
sen.
Further House Action

On July 14, 1933, the House considered H.R. 2973 as amended by the
Senate. and approved ‘by voice vote! the bill with a further amendment w0
mc~ude the original text as passed by the House plus the provisions of H.R.

2769 (Caribbean Basin Economic Recovery Act) as passed by the House ear-

lier that day by a vote of 239-129. The House insisted on its amendment o
the Senate amendment, and asked for a conference. House conferees ap-
pointed were: Representatives Rostenxowski, Gibbors, Pickle, Rangel, Stark,
Conable, Duncan, and Archer.

Treasury Departmert unaounced 3 une-monta postoonement of saforcement of
¢ antil August L. 5. penaing zhe autcome of s lezisiation.

ee on 'Ways and Means revorted H.R. 3 without recommendation

cepesl che .F"R\ scnhoiding provision. was tne subiect

2nd received the necessary

the House 1by vnice voce: on
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I1. COMPARATIVE DESCRIPTION

Item

Present law

—e

A. Repeal of Mandatory Withholding of Tax on
Interest and Dividends; Withholding and
Dividends Tax Compliance Provisions (Title
I of House Bill and Senate Amendment)

1. Withholding on interest, dividends, and
patronage dividends

2. General Accounting Office (GAO) Study

a. Withholding.—Under present law, withholding
at the rate of 10 percent is required on any
payment or credit of interest (including original
issue discount), dividends, or patronage divi-
dends. This requirement is effective for amounts
paid or credited after July 1, 1383, except that
under statutory authority granted by the Tax
Equity and Fiscal Responsibility Act of 1982
(TEFRA), the Secretary of the Treasury has de-
layed the application of withholding until after
July 31, 1983, generally, and until after Decem-
ber 31, 1983, in the case of original issue dis-

count.

b. Estimated taxes.—In general, individuals with
estimated tax liability of 3300 or more in excess
of amounts withheld for their taxable year
ending in 1983 must pay estimated taxes. De-
pending upon when this requirement to pay esti-
mated taxes arises, the tax must be paid in up to
four equal installments during the taxable year.
In general, credits against tax (including the
credit for tax withheld on interest, dividends, or
patronage dividends) reduce equaily each install-
ment of estimated taxes required to be made. If
estimated taxes are underpaid, a penalty is im-
posed equal to the interest which would accrue
on the underpayment for the period of the un-
derpayment.

No provision.



@

House bill

Senate amendment

a. Withholding.—The House bill repeals wnh- | Withholding.—The Senate amendment follows

holding on interest, dividends, and patronage |
dividends, effective as if it had never been '
enacu

the House bill, except that mandatory withhold-
ing is repealed effective for taxable vears begin-
ning after 1982.

b. Estimated taxes—The House bill provides 4 Estimated taxes.—The Senate amendment fol-

that, in determining the amount cf any esti- |

mated tax penalties otherwise for

lows :he House bill but aise provides that the

pre~July 1983 installments. tHe taxpayer will -

Dbe given credit for amounts which would have
been withheld had withholding on interest,
dividends, and patronage dividends 'manda-
rory withholding) not been repealed.

No provision.

22-336 0 - 83 -2

tax relief does. not ppAy
uniess the taxpayer satisfies any _pre~July 1983
underpayment of estimated tax in full by the
third instailment, which is due on September
15.

Under the Senate amendment, the GAO (relying

on information from the Internal Revenue
Service) is directed to study collection efforts
mgh respect tc income on interest, dmdends.
an ds and to

provements in such efforts. In addition, che
GAO is directed to determine the percentage
compliance rate with respect to such income
which the GAQ reasonably estimates was re-
ceived by individuals during taxable years be-
ginning in 1985. This report must be maue to
the Congress not later than January 1, 1988.
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II. COMPARATIVE DESCRIPTION—Continued

Item ! Present law

3. Backup withholding Under present law, payments of interest, divi-
i dends, and patronage dividends made after 1933
| are subject to backup withholding (without
| regard to the amount of such payments) at a
| rate of 15 percent if (1) the payee fails to furnish
! a taxpayer identification number {TIN) to the

payor, or (2) the Secretary of the Treasury noti-
fies the payor that the TIN furnished by a payee
is incorrect.

I t’ne payee fails to furnish a TIN for furnishes a
(N with an incorrect number of digits—an “ob-

viously incorrect” TIN), backup withhoiding ap-
plies to any payment made after the account is
opened. If a payee furnishes a TIN to the payor,
and the Secretary later notifies the payor that
the number supplied is incorrect; backup with-
holding is mandatory with respect to any pay-
ment made after the close of the 15th day atter
the day on which the payor was notified that the
TIN is incorrect (although the payor may begin
withholding earlier. If a taxpayer subject to
backup wx:hholdmg furnishes a TIN {or a new
TIN) to the payor, the payor has 15 days to
correct its records and cease withholding.

: Af the payee twice furnishes incorrect numbers to a
payor, the payor must ignore any further TINs
received from the payee until the day on which

i the payor is notified by the Secretary that a

- correct TIN has been supplied. A 15-day grace
period then applies in which the payor must

+ cease withholding.

: This backup w1thhclumg does not apply to
amounts subject to withholding under other pro-

t  visions of the Code, inciuding interest, dividends,

. and patronage dividends.



House bilt

Senate amendment

No provision.

| a. Rate of backup withholding.—The rate of
backup withholding on interest. dividend, and
patronage dividend payments is increased fro
i 15 to 20 percent. The rate of backup mnhhold-
| ing with respect to other types of payments is
ot in
| & Underreporting or failure to report interest, dici-
! dends, or patronage dividends.—Backup with-
| holding is extended to include payments of in-
i terest, dividends and patronage dividends to
i personswhoaxedetsrmmedby the Secretary to
have failed to report in excess of 350 of interest,
dividends, or patronage dividends, or to have
failed to file a return in which in excess of 350
of such income was required to be shown. The
Secretary has authority to apply backup with-
holding to failures to report or underreporting
| _ of less than 350 of such income.

Before a payor can be notified o begin backup
| withholding because of a failure to report inter-
est, dividend, or patronage dividend income, the

tary must give the payee at least 30-days
;:tten notice. During that time, ~he payee has

to correct the ion which
he Secretary to institute backup
¢ thhhokdmg procedures:
To prevent of backup withholding (be-

cause of underreporting or failure to report)
from applying, or to terminate backup with-
holding once it is imposed, the taxpayer must
show that (1) there was no {ailure to report any
interest, dividend, or patronage dividend
income, {2) any failure has been corrected {(e.g.,
by payment of the tax and any peualt:es olus
interest), (3) i of backup
would cause undue hardship, and that it is
unlikely that such failure will occur again, or
(4) there is a bona fide dispute with the Secre-
, tary with respect to the failure to report or
| underreporting of such income. If the Secretary
| determines that backup withholding should not
commence, then he will not send the notice to

payee is not subject to further backup withhold-
ing, the Secretary must promptiy provide the
payee with a written certification that backup
withholding is to cease and notify the payee's
payors to cease backup W\thnoldlng
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IL COMPARATIVE DESCRIPTION—Continued

Item Present law

2. Backup withholding—Con.



House bill Senate amendment

In corder to apply backup withholding to newly
opened accounts of persons already subject to
backup withholding, the Secretary may require
payees of interest, dividend, or patronage divi-
dend income to identify to the Secretary all
payors from which they receive such income.

¢ Backup withkolding certificatez.—Under the
Senate amendment, if a payee of interest, divi-
dends, or patronage dividends fails to certify to
the payor under penalty of perjury that he is
not subject to backup withholding, he will be
subject to backup withholding on such pay-
ments. This rule only applies, however, with
respect to instruments, memberships, contracts,
accounts, etc. acquired or entered into after
1983. Withholding applies to any payment of
interest, dividend, or patronage dividend
income made during the period for which no
certificate has been provided.

d. Special rules for tradeable securities—In the

o case of any disposition of any instrument which
- is part of an issue any part of which is traded
on an established securities market or regularly
quoted by brokers or dealers (ie., a readily
tradeable mstrument). failure by the purchaser
to provide the retail broker with the purchas-
er’s certification under penalty of perjury that
he is not subject to backup withholding will L aiso
result in the of backup wit
Within 15 days after the msposmon ior in the
case of a sale or exchange, within 15 days of the
settlement date), the retail broker must noti
the payor of the readily tradable instrument of
the raﬂure by the purchner to certify his non-

status. Wi \apphe: to any

payment of interest, dividends, o~ patronage
| dividends made after the 15th day after the
| disposition (or. settlement) date. This rule ap-
. plies to instruments acquired after 1983.
: e. Validatior of identification numbers.—With re-

spect to backup withholding in general (includ-

mg buk\xp mt;.hholdmg thh respect .o mterest

tary may prescnoe regulations rec\nrmg payors
to submit to the Secretary the TIN or name of
any payee to enable the Secretary to compare
such number or name with the confidential list
of TINs or names maintained by the Secretary
and with respect to which oackup withholding
is required. If the name or TIN of a payee
submitted is on the list, then the Secretary
must notify the payor to backup withhold on
that payee. The payor may use the information
received from the Secretary solely for the pur-
pose of backup withhoiding on that payee. If
the Secretary prescribes such regulations, he
may terminate the requirement that payees
certify their nonwithholding status.
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II. COMPARATIVE DESCRIPTION—Continued

Item

Present law

3. Backup withholding—Con.

4. Penalties related to failure to backup with-
hold

5. Penal}y on payor for failure to report tax-
payer identification numbers (TINs)

Under present law, any payor who fails to deduct
and withheld an amount of interest, dividends,
or patronage dividends is liable for the payment
of the tax required to be deducted and withheld
(unless he can show that such tax was paid by
the recipient), and a 100-percent penalty which
is applied, in practice, in only limited circum-
stances. In addition, the payor may be subject to
a criminal penalty for failure to deduct and
withhold.

Under present law, an assessable penaity of 350
per failure is imposed on any person who fai
{when required to do so) to furnish his TIN to
another person or to include the TIN of another
person on any return with respect to such
person. An assessable penalty of $5 per failure is
imposed on any person who fails to include his
own TIN in any return when required to do so
by regulations. In either case, the total penalties
imposed for any calendar year may not exceed
$50,000.

Under present law, the civil E{enalty on payees for
failure to furnish their TIN to another person,
or on payors for failure to include the TIN of a
%%yee on a return, are assessable penalties.

us, the deficiency procedures do not apply and
the penalties must be paid on notice and
demand.
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House bil}

Senate amendment

provision.

) provisions.

Effective daie.—The backup withholding amend-
ment.s are eﬁ'z«:nve with respect to payments oz
ds, or
made after 1983.
@ Failure to withhold~—Under the Senate amend-

negier:k. This penalty applies in addition to the
es provided under it law.

customer’s TIN certificate or backup withhold-
ing status certificate when obligated to do so, is
su ec:wnlfgenaltyofswﬂperfaﬂure
icate.—If the Secretary establishes
Jmt any individual willfully made a false certi-
fication or affirmation made under penalty of
perjury with respect to a TIN or backup with-
noldmg a penalty of 31,000 is imposed for each
ch certification or affirmation. This penaity is
lmpmed in addition to all other peralties im-
posed by law:

| & Unauthorized use of information.~If any payor

uses information that a payee is subject
bncku withholding for any purpose other tham
to comply with the backup withholding require-
ment, that payor will be subject to civil Labil-
ities for misuse of return information.

e Effective date—The provisions described im
item b. and c. are effective for taxable years
begmme an after 1982. The other pnmamn apply

r 1

a. Penalty on payor for failure fo ab&zm TIN——
Undez the Senate amendment, 2 selg -assessed
penalty is pasedgnanypemnwo.s-e—
qmred o mcmde the TIN of any payee of inter-
or on any
mfomanon return (filed with the Secretary) or
statement (furnished to a payee) with respect to
such payment who. (1) fails to include such
number or (2) inciudes an incorrect number on
such return. This penaity is 350 per failure,
without any limitation. If the number of failures
is substantial, then the penalty is 3100 per fail-
ure, with no limitation. For this purpose. sub-
stantial noncompliance exists if the number of
failures for any calendar year to provide a cor-
rect TIN, file returns, or furnish statements,
exceeds the lesser of 10,000 or 3 percent of the
total number of returns or statements which are
required to be filed with respect to the payment
of interest, dividends, or patronage dividends by
such payor for the calendar year.
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1. COMPARATIVE DESCRIPTION—Continued

Item Present law

5. Penalty on payor for failure to report :
TINs—Con.

Under present law, brokers ‘including dealers,
barter exchanges, and other persons who regu-
larly act as middlemen with respect to property
or services for profit) are required to make a
return with the Secretary, according to regula-
tions, showing such information fincluding TINs)
as the Secretary may require.
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House bill

Senate amendment

22-585 0 - 83 - 3

No penalty is imposed under this provision if (1)
the TIN included on the return or statement is
the TIN provided by the payee to the payor
under penalty of perjury (unless the number
has an incorrect number of dxglets) {(2) the payee
is waiting for a TIN from the Secretary; (3) with
respect to exlstmg accounts, the payor exercises
due diligence in obtaining the correct TIN; or
(4) in the case of a readily tradeable instru-
ment, the payor relies on a number provided by
a retail broker (or other party to the disposi-
tion) or (if no number is provided by the retail
broker) the payor uses due diligence to obtain
the number.

b. Payor “due diligence”=general rule.—In the
case of existing accounts, the printed explana-
tion by the Senate committee states that due
diligence will be considered to have been exer-
cised by the payor if a variety of detailed objec-
tive requirements are met. First, the payor
must have backup withheld if requxred to do so.
Second, the payor must mail to the payee a
notice containing certain specific information:
for example, what a taxpayer identification
number is, the requirement that the payee pro-
vide the payor with a correct TIN, a description
of the penalties which may be imposed on a
payee not providing a correct TIN, the possibil-
ity of backup withholding, and the opportunity
for the payee to provide a correct TIN under
penalty of perjury.

The printed explanation by the Senate committee
states that this notice must be provided a particular
number of times during the calendar year, depend-
ing upon the calendar year and the particular fail-
ure at issue. During calendar year 1983, a notice
must be provided three times if the payee provides
the payor with no TIN (or a TIN with the incorrect
number of digits). In any other case, such notice
must be provided two or three times, depending
upon the number of regular mailings made to the
payee during the period beginning 31 days after the
date of enactment and before the end of 1983. After
1983, such notice must be provided at least once
ye.irly In any event, the first notice requlred to be
provided to the payee (or, if only one notice is to be
provided, that notice) must be by a separate first
class mailing, including a penalty of perjury certifi-
cate by which the payee can correct his TIN, and a
postage ¥ Paxd envelope. Such notices may cease
when a TIN is supplie under penalty of perjury.
This form of due dlllgence applies only to existing
accounts, ete. For this purpose, an account, stock,
or other debt instrument, or cooperatne member-
ship or contract is considered “existing” if it is ex-
tant on, or is entered into before, the 31st day after
the date of enactment.
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II. COMPARATIVE DESCRIPTION—Continued

Item

Present law

5. Penalty on payor for failure to report
TINS—Con.
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House bill

Senate amendment

i ¢ Retail broker must obtain TIN.—Under the

Senate amendment, a retail broker must gener-
ally obtain the TIN (under {:enalty of perjury)
of any purchaser taking delivery of a readily
tradeable instrument. Having obtained a TIN
with respect to any sale, exchange, or other
disposition of any readily tradeable instrument,
the purchasing broker must provide the payor
of any interest or dividends with respect to that
stock or debt instrument the TIN obtained by
the broker from the purchaser under penalty of
perjury. The payor may rely on such TIN, or a

received from any other party to the trans-
action reporting under regulations, and is not
subject to a penalty if the TIN turns out to be
incorrect.

If the payor does not receive a TIN from the retail
broker (or other person), the payor is subject to
the penalty for failure to include a TIN on any
return or statement unless the payor both com-
mences backup withholding and acts with due
dxlxgence to obtain a correct TIN from the

d Payor “due diligence”-retail broker case.—If a
broker fails to supply a TIN, the printed expla-
nation by the Senate committee states that due
payor diligence consists of mailing to the payee,
within 60 days of the sale or exchange of the
instrument (ie., the settlement date or other
disposition d.ate), a separate first class maili

of a notice in the form previously descril
requesting the correct TIN from that payee. In
addition, the payor must make at least one such
mailing for each subsequent calendar year until
a certified TIN is obtained. In any case, the
mailings required under this provision must in-
clude a certificate under penalty of perjury by
which the payee may certify his correct TIN,
and a postage prepaid envelope.

Retail broker penalties.—Under the Senate
amendment, a self-assessed penalty is imposed
on a retail broker if the broker fails to obtain
from the purchaser of a readily tradeable in-
strument through the broker, the purchaser’s
TIN under penalty of perjury. This penalty is
equal to $50 per failure with no cap. It is im-
posed with respect to any sale, exchange, or
other disposition of any readily tradable instru-
ment after the 30th day after the date of enact-
ment.

&
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II. COMPARATIVE DESCRIPTION—Continued

Item | Present law
T

5. Penalty on payor for failure to report
(Ns—Con. !



House bill

Senate amendment

A penalty of $500 is imposed on Enfl retail broker
or other person who intentionally fails to pro-
vide a payor with notice, (within 15 days of the
settlement date or other disposition date) that a
purchaser has failed to provide a TIN certifi-
cate or certificate that he is not subject to
backup withholding and that the person is,
therefore, liable to backup withhold. This is in
addition to all other penalties. A retail broker
is any person who, in connection with the sale
or exchange of any readily tradable instrument
in the ordinary course of his trade or business,
receives purchase instructicns from the pur-
chaser, and either is the purchaser’s agent in
the purchase or sells (as a dealer) out of inven-

=

tory.
TIN penalties self-assessed.—Under the Senate
amendment, the penalty on any payor for fail-
ure to include a correct TIN in any return or
statement filed with respect to any payee of
interest, dividends, or patronage dividends, and
the penalty imposed on any retail broker for
failure to obtain the purchaser’s taxpayer iden-
tification number under penalty of perjury,
must be self-assessed. Thus, any person subject
to either of those penalties must determine the
fact of his liability and pay the tax when due
without notice and demand. The penalty is pay-
able with the first return of income due (with-
out regard to extensions) more than 30 days
after the due date of the return or statement
with respect to which the penalty is imposed. In
the case of an incorrect TIN, the penalty is not
required to be self-assessed unless the payor
receives notice of the error before the original
due date of the return or statement in which
the number is required to be included.

Either of these penalties may be abated if the
Secretary determines that the failure with re-
spect to which the penalty is imposed could not
have been avoided without undue hardship.

The Secretary is provided with regulation author-
ity to apply this rule to pass-through entities or
exempt entities.

9. Effective date.—This provision applies to re-

turns or statements due (without extensions)

after 1983. However, if any return or statement
otherwise subject to those provisions is not re-

quired to include any payment of interest, divi-

dends, or patronage dividends which is paid or

credited after the date which is 30 days after
the date of enactment, then those amendments
do not apply.
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I1. COMPARATIVE DESCRIPTION—Continued

ltem Present law

f. Penalty on failure to file information re- Under present law, any person required to file a
turns or statements return with the Secretary with respect to the
payment to another person of interest, divi-
dends, or patronage dividends who fails to do sc
on the date prescribed (with regard to exten-
sions is subject to a penalty of 350 per failure up
to 350,000 for any calendar year. The penalty is
not unposed if the failure is due to reasonable
cause and not to wiiiful neglect.

If any failure to file such return is due to inten-
tional disregard of the ﬁling requirements, the
penalty imposed is not less than 10 percent of
the aggregate amount of items required to be
repor:ed and the 350,000 limitation does not

I the Secretary requires that an information
return with respect to payments of less than 310
of dividends or patronage dividends be filed,
then a penalty of 31 is imposed for each state-
ment not so filed on the date prescribed therefor
{determined with regard to extensions). Howev-
er. the total amount of nenalnes under this pro-
vision cannot exceed 31,000 for any calendar
year. A penalty is not imposed if the failure is
d_ue to reasonable cause and not to willful ne-

iect.

Any payor who is required to file an information
return with the Secretary must also file an infor-
mation statement with the recipient of the pay-
ment. Any person failing to file such a statement
with the recipient on the date prescribed there-
for is subject to a penalty of 350 per failure, not
to exceed 350,000 for any calendar year, unless
such failure is due to reasonable cause and not
willful neglect.




House bilk

Senate amendment.

No provision.

@ Penaity.—Under the Senate amendment, any
person who fails to file one or more information
returns with respect to payments of interest,

. dividends, or patronage dividends on the date
. prescribed therefor (determined with regard to
: ?axntenmns) is subject to a penalty of 3100 per
Sumlarly‘ any person whu fa.ds to provide an
p of inter~

divid dividends on the

! dxw prmcnbed therefor ‘determined with
| regard to extensions) is subject 0 a penalty of

3100 per failure.

h Substantial nam:omplwnce —If there is sub-
stantial noncompliance with either of these re-
quirements, the penaity is increased to 3200 per
failure. Substantial noncompliance exists if the
sum of the failures to file information state-
ments or returns, together with the sum of the
failures to supply correct TINs in any return or
information statement required to be filed with.
respect to the payment of interest, dividends, or
patronage dividends, exceeds the lesser of
10,000 or 5 percent of the number of returns or
stammenu required to be filed for the calendar

e Abatzmem—ln liew of the reasonable cause
exception provided under present law. the Sec-
retary is given authority to abate this penaity if
he determines that the failure could not have

! been prevented without undue hardship.
| & Seif-azssessed.—These penalties are also self-
[ under the above-stated rules.

e. Effective date.—This provision appnes to re-
turns or statements due (without extensions)
after 1983. However, if any return or statement
otherwise subject to this provision is not re-
quired to inciude any payment of interest, divi-
dends, or patronage dividends which is paid or
credited after the date which is 30 days after
the date of enactment, then this provision does
not apply.
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1L COMPARATIVE DESCRIPTION—Continued

Item

Present law

7. Returns on magnetic tape

. At

%

of d

=3

.
{ Under present law, taxpayers m

returns |

v, under regula-
the Secretary tv

1’.71’1:, request the permission of

ile returns on magnetic tape.

In addition, the Secrotary is directed to prescribe
regulations providing standards for determining
which returns must be filed on magnetic tape tor
another machine-readable formj. In promulgat-
ing such regulations, the Secretary must take
into account the ability of the iazpayer to
comply at a reasonable cost with the magnetic
tape filing requirement.

Requirements with respect to magnetic media

broker reporting, and revenue procedures de-
scribing the format for magnetic media report-
ing were recently pubiished ty the Treasury.

Under present law, information returns need not
provmed to payees on separate Forms 1099.
Racher such information may be provided to
paye: on  end-of-the- -vear business statements
{such as bank statements). In addition, there is
no requirement that axpaye's attach duplicates
of the Forms 1099 they have received with re-
spect to interest, dividend, or patronage dividend
income to their returns.




House bill ! Senate amendment

No provision. la Explanarzan —Under the Senate amendment,
any person including individuals. estates, an
trusts, requu-ed to file more than 30 returns
wuh respect o 0 payments of m:erat. dividends,
for any d: veax
mun file all snch returns on magnetic tape. In
addition, such returns must be filed w'xth ‘the
Secretary ne later than January 31 of the cal-
endar year following the calendar year of pay-

b. W 2 study.~—The Senate amendment aiso re-
quires that the Secretary study the feasibility of
¢+ requiring W-2s to be filed on magnetic media.
This study must be reported to the Congress no
later than J:.mma%l 984,
¢ Effective dat e requirement that taxpay-
ers filing more than 30 information returns
with respect to payments of interest, dividends,
or panm e dividends must file on a magnetic
ective for returns the due date for
wh:ch (without regard to extensions) is after
—/‘ | 1983. However, the Secretary may extend the
effective date with respect to any person 0
returns due after 1984, in any case when appli-
cation: of the amendments prior o 1985 would
; cause undue hardship.
No provision. - Explamtzan.—Under 'he Senate amendment. a.ny
person recewmg a Form 1099 with
interest, d. or
income is required to attach a duplicate of that
Form. 1099 to_his income tax return for the
taxable year. These duplicate Forms 1099 must
provided to payees by payors on or before
January 31 of the year following the x:uendar
year in which the payment was
| Special rules are provided with rapea to fiscal
year taxpayers.
An failure to atttach such a statement is subject
to a penalty of 350 per failure, unless the fail-
ure xs due to reasonable cause and not willful

.a

E’ffeeave date.—This provision applies to returns
due (without after

1983 However, if any return or statement oth-
erwise subject to this provision s not required
to include any payment of interest, dividends,
or patronage dividends which is paid or credited
after the date which is 30 days after the date of
enactment, then this provision dces not apply.

2-58 0 - 83 - =



I~

o

{1. COMPARATIVE DESCRIPTION—Centinued

Item

Present law

9. Payee penalties—willfal 2vasion or avoid-
ance of tax on interest. dividends, or patron-
age dividends

19. 3peedup for processing of information re-
iurns: appropriations

Under present law, any person who willfully at-
tempts to evade or aveid any tax, or the pay-
ment thereof, is guilty of a felony and may be
fined not more than $100.000 ($500,000 in the
case of a corporation) or imprisoned for not more
than 5 years, or both.

Any person who willfully files a false or fraudulent
exemption certificate with a payor claiming to
be exempt from mandatory withholding on in-
terest, dividends, or patronage dividends is sub-
Ject to a eriminal penalty of not more than $500,
or not more than one year in jail, or both. B

Any person who willfully makes a declaration
under penalty of perjury which he does not be-
lieve to be true and correct as to any material
matter is guilty of a felony and may be fined not
more than 3190,000 13500.000 in the case of a
corporation) or imprisoned for not more than 3
years, or both.

Not applicable.



House bill-

Senate amendment

No provision.

No provision.

Explanation.—Under the Senate amendment, any.
taxpayer who fails to include any amount of
interest, dividends, or patronage dividends on a
return when mqm.red to do 50 is subject 0 a

©  penalty if the Secretary establishes that the
| taxpayer willfully attempted to evade or avoid

the Federal income tax on such income. The
penalty is equal to 31,000 for such taxable year.

| Eﬂ'ecnve date—This provision is effective with
‘ respect. to taxable years teginning aiter 1982.

| a. Speedup of processing and notice.—To make the
© backup withholding provision ot the Senate
amendment more effective, the ~ecretary is re-
quired to unplement a program with respect o
taxable years beginning arter 1982 which wiil
result i the processing of information returns
received by the Secretary with respect to the
. payments of interest, dividends, or patronage
i dividends. in such time as it is necessary o
notify taxpayers within 5% months of the
close of the calendar year with respect to which
the returns are received of any disparities re-
vealed by the returns. To provide for the imple-
mencan’ou of chis requirement, the Senate
s as :navdvie
ecessary 1o carry out the provisions of the
Senate withholding repeal, and contains a sense
of the Congress statement that such appropri-
ations as may be necessary to carry out the
provisions of such Senate amendment should be ap-
propriated by Congress. The Secretary is s required
toreport promptly on any additional appropriations
i necessary to carry out this processing and notidca-
tion speedup.
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II. COMPARATIVE DESCRIPTION—Continued

Item Present law

10. Speedup for p: ing of infi ion re-
turns; appropriations—Con.

11. Revenue effect
a. Repeal of mandatory withholding

b. Back-up withholding
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House bill

Senate amendment

It is anticipated that the repeal of withholdi
on interest and dividends will reduce ﬁsc:%
year budget receipts by $0.3 billion in 1983,
$2.5 billion in 1984, $2.5 billion in 1985, $2.5
billion in 1986, $2.7 ‘billion in 1987, $2.9 billion
in 1988, with a total of $13.4 billion for years
1983 f.hrough 1988.

b. Sufficient funds are prerequisite.—However, the
Secretary is not obligated to carry out the accel-
erated matching program with respect to infor-
mation returns if sufficient funds for that pro-
gram are not specifically appropriated for any
fiscal year. In such case, the Secretary must
implement the program only to the extent war-
ranted by a decision as to the costs and benefits
of alternative programs, and the Secretary
must notify the Congress for that fiscal year of
his determination and the reasons therefor.

If sufficient funds are not specifically appropri-
ated to carry out the provisions of the Act for
any fiscal year (including imposition of backup
withholding on failure to report or underreport
more than $50, or such lesser amount as may be
specified by the Secretary), then the Secretary
of the Treasury must 1mp1ement the act m

he

costs and beneﬁts to be (Yenved thereﬁ'om In
any such case, the Secretary must report to the

Congress with respect to the allocation of the

Internal Revenue Service's resources.

Same as House bill.

It i 1s anticipated that if adequate funding' is pro
to the Internal Revenue Service, the com
phance portions of the Senate amendment
would increase fiscal year budget receipts h)
$0.3 billion in 1985, $0.9 billion in 1986, $1."
billion in 1987, $2.0 billion in 1988, with a tota
of $4.9 billion for years 1983 through 1988.
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IL. COMPARATIVE DESCRIPTION—Continued

Item Present law

Caribbean Basin Provisions (Title II of
House Bill and Senate Amendment) Trade
Provisions

1. Authority to grant duty-free treatment  Certain oroducts originating in all of the potential

beneficiary countries except Cubal are eligible
¢ for limited duty-tree treatment under the Gener-
alized System of Preferences (GSP). This authon-
tv expires January 3, 1385,
None.

2. Beneficiary couniry eligibility



House bilk

Senate amendment

‘The President may proclaim duty-free treatment
for ail eligible amcxes from any beneficiary.
country in accordance with the provisions of
this title.

This authority shall take =ffect on the date of
enactment and expires September 30, 1995.

ia) Upon natifying Congress, the President may

the twenty-eight countries and :erritories or
successor poiitical sntities iisted in the bdill.
tbj The President shail not designate a country
t 1) it is a communist Squnery: 2} it fails o
meet certain criteria

ex- |

! 1a; Deletes Cuba from |
designate eligible countries snly from among |

. Same as House sill

Same as House bill, excent:

of “eligible countries.

b) Adds requirement that 2 country must cooper-
ate with U.S. etforts to interdict unlawful nar-
cotics Y"’Mhr“ in,

propriation or ranonauzanom 3) it fails co act
in 2
4) it atfords reverse preferenceso’ nroauc.s of

developed countries other than the U.S. and |

the adverse etfects of those preferences are not
entity

is

the- country is party 0 an agreement
mth the U.S. regarding extradition.

ie) The Presment may waive the {irst three con-
ditions, if ke determines and reports to Con-
gress that the designation is in the U.S. na-
tional economic or security interest.

‘d) The President i is further required to take into

account certain factors in determining wheth- |

er to designate any particular country, inciud-
ing such factors as the extent w0 wh.\cn such
country affords reasonable access to U'S. prod-
ucrs and observes international tradmg rules:
economic conditions in the country; the- ds

o which workers enjoy reasonable workplace
conditions and coilective bargaining rights; the
xtent to which the country is prepar

ocoperate in the admunistration of
znd the extent to which a country prohibits its
nationals from broadcasting copyrighted mate-
rials without permission, or provides adequate
and etfective means for ‘oreign nationals to

secure, exercise and enforce exclusive rights in
1

intellectual property.
ie) The President must withdraw or suspend the
designation of any country if as a result of
changed circumstances it would be barred
from designation. Before terminating the des-
vgnanon, however, the President must provide
he Congress advance notice of his intention to
'ermmar,e, ogether with the consideration en-
tering the decision.

faith in recognizing an arbitral award; |

if a er
broadcasting w-xthouz consent matertal be- ;
‘ungmg to. U.S. copvright owners: and ‘6!

te) Inciudes the unauttorized broadcasting crite-
rion among the conditions the President may
waive:

d) Same as House bill,
inteilecrual preperty righl

ccepl no provision on
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I1. COMPARATIVE DESCRIPTION—Continued

Ttem Present law

3. Eligible articles
a. Rules of origin

. b Exempt products

¢. Food production

d. Sugar



House bill

Senate amendment

2. Unless otherwise excluded, all products re-
ceive duty-free treatment ift

(1) They are imported directly from a benefi-
\.la:y country.

(2) At least. Sa pen:ent of the products-value
consists of materials: or direct processing
costs added in beneficiary _countries
(except that up to 15 percent of U.S. value -
may be counted toward this 35 percent
minimum).

i3 In the case of articles not wholly the
product of a beneficiary country, they are
substantially transformed to a new and
different article of commerce in a benefici-
ary country. Simple combining, packaging
or diluting operations are disqualified.

b. Duty-free treatment “shall not apoly to” tex-
sile and apparel articles wmc): are subject 0 -
rextile agr foot-

wear, handbags, luggage. flat gzoods, work -~

gloves, and leather wearing apparel not eligi-
ble for GSP as exemptions; and tuna.

2. Beneficiary nations must impiement “Stable
cod Production Plans” as a condition of
maintaining eligibility. The President must
suspend eligibility if a country doesn't submit
or implement an adequane plan. The President
must report to the Congress every two years :
on these plans
« Sugar is elxg‘xble for duty-free treatment. How-
ever, where there is a Presidential Proclama-
tion under section 22 of the Agricultural Ad-
justment Act to fmnect the sugar price sup~
port program, CBI sugar imports are subject ta
certain [imits. The three largest sugar suppli-
ers :Dominican Republic, Guatemala, Panamas -
would receive absoiute quotas while- cther
countries would be subject to existing GSP or
other quotas negotiated by the President. The
President would have authority to expand or |
gumract all limits depending upon market con-
itions.

60-133 -5

a. Same as House bill.

b. Same as: House bill except the following items
are also exemp!
i1) Rum Valued at below 33 per oroof gallon.
except for the first 200,000 gallons from
any eligible country pruu.deu; that this
amount may be increased by 10 percent
annually unless rum shipments to the U.S.
from the Virgin [slands fail below 95 per-
cent of their 1982 levei. an
(2) watches or watch parts of whatever iype
containing any materiai which is the prod-
uct of countries not eligible for column 1
treatment (most Communist countries).
¢. Same as House biil.

d. Same as House bill.
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I1. COMPARATIVE DESCRIPTION—Continued

Item

Present law

3. Eligible articles—Con.
e. Import relief

4. Measures for Puerto Rico and U.S. Insu-
lar areas
a. Rules of origin

b. Duty-free entry of distilled spirits

. Transfer of rum excise taxes

d. Repeals section 1112 of Trade 4gree-
ments Act of 1979

e. Preservation of coffee tariff

e

| Section 201 of the Trade Act of 1974 (19 U.S.C.
2251) authorizes the International Trade Com-
mission, upon petition by an entity that is repre-
sentative of an industry, to conduct an mvestxga-
tion into whether an article is being impo
such increased qua as to be a sub
cause of serious injury, or the threat nhereof. to
the domestic industry producing a like or direct-
ly competitive article. Upon an affirmative ITC
determmat\on, the President may proclaim tem-
porary import relief measures, including higher
duties.

a. Headnote 3(a) of the Tariff Schedules of the
United States (TSUS) at present provides for
duty-free treatment of imports from the insular
possessions if the foreign value does not exceed
50 percent, or if the article is GSP-eligible.

b. U.S. residents returning to the U.S. from an
insular possession may enter with 4 liters of
distilled spirits duty-free; if 3 are acquired-in the
possessions.

. The United States imposes excise taxes of 310.50
per proof gallon on all distilled spirits, inciuding
rum, manufactured in or brought into the
United States. The excise taxes paid on rum
made in Puerto Rico and the U.S. Virgin Islands
and brought into the United States are trans-
ferred to the Treasury of the island where the
rum was made.

I

d. Section 1112 of the 1979 Trade Agreements Act
authorizes the President to seek appropriations
to be paid to the government of a U.S. possession
if he determines that their excise tax revenues
have been reduced as a result of concessions
made in the multilateral trade negotiations.

The Commonwealth of Puerto Rico retains au-
thority to impose separate duties on coffee im-
ported there pursuant to section 319 of the Tariff
Act of 1930.
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House bill

Senate amendment

e. The President may suspend duty-free treat-
ment for any article and set new rates under
the standard import relief provisions of the
Trade Act of 1974 (sections 201-203) or under
national security provisions (section 232 of the
Trade Ex ion Act). Specific findings re-
garding CBI lmpon.s will be made during the
course of normal import relief proceedings to
allow :h range of lesldentml acnoy; (;_oncem-
ing such imports. rgency relief proce
dure is established for “perishable o‘;’
which would allow restoration of normal
duties within 21 days pending a finding on
final import relief.

a. Amends TSUS general headnote 3(a) to pro-
vide that articles imported from U.S. insular
possessions shall receive duty treatment no
less favorable than treatment afforded CBI
beneficiaries and increase permissible foreign
content from 50 percent to percent for all
products except. Those exempt under CBI.

b. Amends TSUS item 81331 to increase the
allowable duty-free entry to 5 liters of distilled

spirits, provided one liter is purekased\in_such |

f’

If the sum of the excise taxes on rum covered
into the Puerto Rican and Virgin Island treas-
uries pursuant to this bill is reduced below
the amount that would have been covered over
if the imported rum had been produced in
Puerto Rico or the Virgin Islands, the Presi-
dent shall consider compensatory measures
and may withdraw duty-free treatment on
rum. The President must submit a report to
Congress on the measures he takes.

d. Repeal section 1112 of Trade Agreements Act

e. CBI duty-free treatment will not affect duties
on coffee imported into Puerto Rico imposed
by the Puerto Rican legislature pursuant to
section 319 of the Tariff Act of 1930

e. Same as House bill except for:
(1) Differences in organization and format of
import relief provisions, an
(2) addition of citrus concentrate to list o
products eligible for emergency relief.

a. Same as House bill.

b. Same as House bill.

| produced

c. Same as House bill.

d. Same as House bill.

e. Same as House bill.




IL. COMPARATIVE DESCRIPTION—Continued

Item

Present law

f. Import relief for possessions’ produc- f.
ers

qecmon 201 of the Trade Act of 1974 119 US.C.
) authorizes the International Trade Com-
mission, upon petition by an entity that is repre-
sentative of an industry, to conduct an investiga-
tion into whether an article is being imported in
such increased quantities as to be a substantial
cause of serious injury, or the threat thereof, to
the domestic industry producing a like or direct-
ly competitive article. Upon an affirmative ITC
determination, the President may prociaim tem-
porary import relief measures, including higher
duties. In certain circumstances, the ITC may
treat as the domestic industry one or more pro-
ducers in a particular geographic area.

g. Rum stillage

a

3. International Trade Commission Report

8. Tmpact study by Secretary of Labor

Provisions of the Federal Water Pollution Con-
trol Act apply to discharges from sources in the
insular possessions.

No provision.

{ No provision.
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House bill

Senate amendment

f. Clarifies the term “industry” for i import relxex
pursoses. so that producers located in U.S.
insular pessessions are included

g. No provision.

The Internaticnal Trade Commission “shall pre-

d submit to Congréss and the Presi-
' periodic reports onr the impact of this

reports shail commence two years from enact-
ment and cover each year thereafter. Each
report shail include- an assessment of the
actual effects during the period covered by
such report and the probable future effect. The
Commission shall consider various enumer-
ated factors pertaining to preduction; trade,
and consumpmcn,

The Secretary of Labor, in consultation with
appropriate agencies, shall undertake a con-
tinuing review and analysis of the impact of
CBI on U.S. Labor and make an annual writ-
ten report to Congress on the results of such
review and analysis.

. industries. and consumers. Such |

I

f. Same as House bill.

2. Exempts nontoxic rum stillage discharges in
the Virgin Islands from certain provisions of
che Federal Water Pollution Control Act if the

are 1500 feet from shore and are
de(enmned by the Virgin Islands Govemur not
to te a heaith or envir i hazard.

Same as House bill.

No provisiom.
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IL COMPARATIVE DESCRIPTION—Continued

Ttem Present law

7. Feasibility study regarding a Caribbean
Trade Institute

3. Sense of the Congress regarding sugar :ugar ‘mports ‘rom Cuda <

imports




House bill Senate amendment

The Secretary of State shall prepare a study Na provision.
regarding the feasibility of establishing a Ca-
ribpean Trade Institute in Hariem, New York
City, supported by a combination of Federal
and private funds. The study shall inciude an
of several i factors. The
study must be submitted to Congress within 5
months of enactment.
No provision.

Declares it the sense of the Congress that sugar
from any Communist country in the Caribbean
Basin or in Central America snould zot e im-
ported into the United tates.
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II. COMPARATIVE DESCRIPTION—Continued

Item

Present law

Tax Provisions
1. Rum excise taxes

2. Deduction for Caribbean

The United States imposes excise taxes of 310.50
per proof gailon on all distilled spirits, including
rum, manufactured in or brought into the
United States. The excise taxes paid on rum
made in Puerto Rico and the U.S. Virgin Islands
and brought into the United States are trans-
ferred to the Treasury of the island where the
rum was made.

conventions ‘ The Internal Revenue Code generauy disallows de-

ductions for business expenses incurred while
attending a convention held outside the North
American area (the United States, the U.S. pos-
sessions, the Trust Territory of the Pacific Is-
iands, Canada and Mexico). Expenses incurred
while attending a convention in Jamaica are
deductible by treaty. Deductions for attending
conventions held outside the North American
area are otherwise allowable only if the taxpay-
er can show that it was as reasonable to hold the
convention outside the North American area as
within it.

The United States has significant probiems obtain-
ing from some Caribbean Basin countries infor-
mation needed to enforce U.S. tax laws.



House bill

Senate amendment

Explanation.—All excise taxes collected on ‘or-
eign rum brought into the United States
(whether or not from Caribbean countries)
would be transferred to the Treasuries of
Puerto Rico and the Virgin Islands. The Secre-
tary of the Treasury would prescribe a formu-
la for allocating these taxes between Puerto
Rico and the Virgin [slands.

Effective date.—The bill would apply o rum im-
pon:ed into the United States after June 30,

Reunas effect—It is estimated that this provi-
sion would reduce fiscal year receipts by 32
million in 1983, and by about 310 million an-
nually during the period 1984-1988.

Explanatwn.—l"-‘e mll would ailow business ex-
pense ded
neld in Caribbean ccunmes, that met the fol-
lowing criteria.

First, the country would have to be a “benefici-
ary country” designated by the-President as
provided in the trade portion of the bill, or
Bermu

Second. :he country would have to enter into an
2xecutive agreement with the United States to
provide, on a rec:procal basis, for information
relating to U.S. tax matters to be made availa-
Sle to U.S. tax officials. The agreement would
have to apply to both civii and criminal tax
matters. [t would have to override any local
rules requiring secrecy about the ownership of
bank accounts or bearer shares.

Third, no deduction would be available for at-

tending a convention in a country that dis-

criminates in its tax laws against conventions
heid in the United States.

Same as House bill.

Explanation.—The ‘e'xate amendment is the
same as House bill, except as to the second
criterion—relating to the exchange of tax infor-
mation—for convention treatment. Under the
Senate amendment, exchange of bearer share
and bank account information for civil tax pur-
poses would not be a necessary part of the
agreement if the President determines that
such an exception o the standards for an ex-
change of L uuomanon ag-reemem is in the secu-
rity interest of the United States and if the
Secretary of the ’l‘reasurv determines that such
an agreement satisfyi \ng the modified standards
would assist the administration and enforce-
ment of U.S. tax laws. The Senate amendment
would retain, as a prerequisite to convention
treatment, the requirement that the Caribbean
country agree to exchange bearer sharr an
bank account information for criminal tax pur-
poses.
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I1. COMPARATIVE DESCRIPTION—Continued

Item Present law

-y:z. Report with respect to use of Caribbean
\ sin tax havens [

i

v




2y

House biil

Senate amendment

This provision would aosply %o
conventions beginning arter June 30, 1983, but
only if an exchange cof information agreement
were in effect on the day the convention

began.

Revenue effect.—It s astimated that this orovi-
sion would reduce fiscal year receipts by less
than 35 million per vear.

Explanation.—The House bill would require the
Secretary of the Treasury to report on the
level at which Caribbean Basin taz havens are
being used to evade or avoid Federal taxes and
the etfect on Federal revenues of such use. on

formation he may have on the relation-

nip of such use of drug trafficking and other
criminal activities. and on current anti-tax
haven enforcement activities of the Depart-
ment of the Treasury. This report would be
due 90 days after the date of enactment.

Effective date.—Date of enactment.

Revenue effect. —No estimate is availabie.

Effective date.~3ame 2s House bill.

Revenue effect. —3ame as House bill.

No provision.
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11. COMPARATIVE DESCRIPTION—Continued

Ttem Present law

C. Enterprise Zone Tax Provisions (Title ITI of
Senate Amendment)
1. Designation of enterprise zones No provision.



House bill

Senate amendment

No provision.

o

a. Designation process.—An area is nominated as
an enterprise zone by one or more iocal govern-
ments and the State or States in whicn it is
located. The Secretary of Housing and Urban
Development \ecratarw, after ~consultation
with other federai officials, designates enter-
prise zones from the pool of nominations.
Number and time of designations. —~No more
cthan 75 enterprise zones may be designated.
Designations must be made within the 3-vear
period beginning October 1, 1983, or, if later,
the first day of the first month after the effec-
tive date of reguiations governing the designa-
tion process.
At least one-third of the zones must de outside a
metropolitan statistical area, within jurisdic-
zions of local government having a population
ander 50.000, or found to be rurai areas.
Permd of effect of deuymzmm. ny designa-
tion will remain in etfect from rhe designation
date to the earliest of December 31 of the year
24 years later, the date stipulated in he nomi-
nation anpncarmn. or the date it is revoked by
the Sécretary because the State or local govern-
ment is not compiying with commitments it
made in aunmmmg he nomination. The desig-
nation is not effective unrtil an inventory of
historic properties within the area is submitted.
4. drea requirements for designation.—3A designa-
tion may not be made unless the area has—

‘1) a continuous boundary;

i2) a population of at least 1,000 (4,000 if any
part of a nonrural area is located in 2
metropolitan statistical area of 30.000 or
more peopie! or is substantially within the
jurisdiction of an Indian government or res-
ervation;

:3) pervasive poverty, unemployment and
general distress, and is located wholly
within an area which meets the require-
ments for Federal urban development
action grants (UDAG); and

4) generally, an unemployment rabe at least
1% times the national rate, a 20-percent or
higher poverty rate in each census tract, a
’O-percenn or greater decline in pooulation
between 1970 and 1980, or at least 10 per-
cent of households have incomes under 30
percent of the median income in the juris-
diction of the nominating local government.

e. State and local government commitments re-
quired for designation.--\ designation may not
be made uniess the local governments and State
in which an area is located commit themselves
wa apecmed course of action for reducing bur-
dens borne by employers and empiovees in the
area. Substantial noncompliance with the com-
mitments may result in the designation being
Tevoki

&

o

2
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II. COMPARATIVE DESCRIPTION—Continued

Item

Present law

C. Enterprise Zone Tax Act—Con.
1. Designation of enterprise zones—Con,

2. Tax credit for zone empioyers

No special tax incentives are provided to employ-
ers based on the location of their employess or
their change in employment. However, the tar-
geted jobs credit is available on an elective basis
for wages paid to individuals who (1) begin work
for an an employer before January 1. 1985, and
(2) are included in one of nine categories of

icaily disad d or handi 1 indi-

viduals and public assistance recipients. The
credit is 50 percent of the first $6,000 of wages
paid in the first vear of employment and 25
percent in the second year of employment. Thus,
the maximum credit is 33,000 per individual in
the first year of employment and #1,500 in the
second year of empioyment.



House biil

Senate amendment

No provision.

f. Criteria for making designations.—In choosing
among nominated areas, the Secretary is re-
quired to give special preference where the
nominating governments have made the strong-
est and highest quality of contributions to a
course of action, ahng into account the
capacity of the State and local governments.
The Secretary also is required to give prefer-
ence to areas and nominations that have cer-
tain other characteristics, mcluamg high levels
of poverty, unemployment and general distress,
and most effective guarantees that proposed
courses of action will be carried out.

a2 The Secretary must
:ubmlt 'epons at {-year intervais concerning

Lhe effecrs of designating areas as enterprise

A lntemctian with other Federal programs.—Any
uction in State or local taxes under a re-
qmred commitment will be disregarded for pur-
poses of determining the eligibility for, or the
amount of, assistance under any federal pro-
gram, including general revenue sharing.
Designation of an enterprise zone will not consti-
tute an action which makes availabie assistance
under the Uniform Relocation Assistance and
Real Property Acquisition Policies Act of 1970
or which triggers requirements of the National
Environmental Policy Act or other provisions of
Federal iaw relating o the protection of the
environment.

' Empioyers are el“gible for a two-part nonrefund-

able tax credit. Unused .redx(s may be carried
back 3 vears and forward 15 years or the re-
maining life of the zone, whichever is larger.

e deduction for wages is reduced by “he
amount of the credit.

a Credit for increased enterprise zone employ-
ment.—The first part of the credit is equal to 10
percent of the excess of qualified wages paid or
incurred to gualified employees in all enter-
prise zones, other than wages taken intc ac-

. count for the credit described below. over quali-
fied wages paid in the zones during the base
period, which generally-is the 12-month period
before zone dqummon For purposes of this
credit, qualified wages for sach emplovee may
not exceed 2V times the FUTA wage base {cur-
rently $7,000) in effect for the calendar year.



II. COMPARATIVE DESCRIPTION—Continued

Item E Present law

C. Enterprise Zone Tax Act—{_on.
2. Tax credit for zone emplovers—Con.

3. Tax credit for zone employee No provision.
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House bill

Senate amendment

0 provision,

Credit for wages paid to dtsadmnlaged individ-

ual3.—The second part of the aremt s ava

with respect to wages paid to
ox

msadvamageu families and individuals qua.w-
ing for AFDC and general assistance). other
chan those with respect to whom an employer is
claiming the targeted jobs credic, who are hired
after the date of zone desxgnanon The credit is
available for a toral of seven vears of employ-
ment for each emplovee and is =quai o 30
percent of qualified wages for services per-
formed during the first 36 months of work in an
enterprise zone: the credit rate is reduced v 10
percentage points for zach succeeding 12-month
peri

the credit,
amounts \hblett o F

d. Quallﬁedemployees —For m.mn;sn of bom nar(s
of the credit. a quaiified 2mpl
’1)90gercent or more of wh
1ate to the conduct of trade or ‘cusine;s ns
prise zone and (2) atrleast 50 percent of v
vice for the emolover is performed Witk

Qualified empioyees, defined “or :m"poaes ut
the tax cridit for empioyers, are &
nonrefundable tax credit equal aevcent 3{
qualified wages for the taxable vear. For pur-
poses of this creait, qualified wages may not
exceed 1 4 times the FUTA wage base 'current-
iy 37,0001 in effect for he raxable year. The
credit is not available for wages received from
governments.
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Item Present law

C. Enterprise Zone Tax Act—Con.

4. Investment tax credit for zone property Regular investment tax credit.—A regular invest-
ment tax credit is allowed for investment in
tangible personal property and other tangible
property (generally not including buildings) used
in connection with manufacturing, production,
or certain other activities. The amount of the
credit is 6 percent for eligible property in the 3-
year recovery class and 10 percent for other
ehglble property.

Qualified rehabilitation expenditures.—A 15-per-
cent tax credit is allowed for qualified rehabiiita-
tion expenditures on nonresidential buildings at
ieast 30 years old (20 percent for buildings at
least 10 vears old and percent for certified
historic buildings).

Carryover of unused credits.—Unused credits may
be carried back 3 years and forward 13 years.

5. Elimination of capital gains taxation a Noncorporate capital gains.—Yor a noncorporate
taxpayer, 40 percent of net capital gains (i.e. the
excess of net long-term capital gain over net
short-term capital loss) are includible in adjusted
gross income.

Corpornte capital gains.—An aiternative tax rate
of 28 percent applies to a corporation’s net capi-
tal gain if the rax Lomputed using that rate is
lower than the corporation’s reguiar tas. iThe
highest regular corporate tax rate is 48 percent
for income over $100,000).
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House bill Senate amendment

No provision. a. Zone personal property.—An additional invest-
ment tax credit is allowed for tangible property
‘other than 13-year reai property) acquired and
first placed in service by the t
enterprise zone and used predominantly in the
active conduct of a_trade or business in the
zone. The amount of the additional credit is 3
percent for 3-year recovery property and 3 per-
cent for >year property, l0-vear property and
L5-year ¢ public utility property.
Yew zone construction property.—An additional
10-percent credit is available for li-year real
property acquired or constructed by the taxpay-
er in an enterprise zone, used nredcmmam:ly in
the active conduct of a trade or business !in-
cluding the rental of real ostate) v
zone, and for which the original use commences
with the taxpayer.
Carryover of unused credifs.—Unused credits
attributable to the additional enne'p'lse zone
percentages are carried forward for 13 vears or
the remaining life of the enterprise zone.
whichever is longer.
4 Recapture.—%. pertion of the additional credit
for enterprise zone pmaerry is recaptured if,
within a specified period. t e taxpayer disposes
of the property or removes it {rom or ceases to
use it 1n a trade or business within the enter-
prise zone.
Elimination of capital gains taxation.—The tax
on net gain from saies or exchanges of qualified
enterprise zone property otherwise eligibie for
long-term capital gain treatment is eliminared.
Qualified enterprise zone proper'y includes (1)
real or tangible personal property used pre
dominantly in the active conduct of a trade or
business in an enterprise zone or '2) an Lnteresr
in a qualified emerpnse zone business. A quali-
fied enterprise zone business s one which de-
rives at least 20 percent of its gross receipts
from the active conduct of a trade or busmess
within an enterprise zone and substantially all
of the tangible assets of which are lccated
within a zone.

?‘

o

No provision. ~

»
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Ii. COMPARATIVE DESCRIPT

—Continued

Ttem

Present law

{. Enterprise Zone Tax Act—Con.
5. Elimination of capital gains taxation—Con

6. Industrial development bonds { IDBs)

7. Tax simpiification i

Minimum
al "&I‘S
purposes

minimum

taxes.—The reduced tax rat
are treated as preference
of the corporate and noncorporate
taxes.

of

Interest on State and issues

ment bonds 1D Bs

fled exempc

issue IDBs,
Small issue [DBs.—The ar‘dJ issue etemm@r ap-

plies o issues of 5 &

wf he issue, wnen ei«ied o capi
penditures made over a 8-year period and used
by related us rs located within the same county

The smail issue exﬂmphc'l will not x»ai‘ Wn.h

o oﬁec' to obligations ‘ssued after December 3

1

C/mt recovery for property financed with tax-
exempt 1] ubject to certain exceptions, the
cust of property financed with tax-exempt IDBs
must be rocovered on a snrajg"m ine dasis rather
than by accelerated cost recovery {ACRS:.

No specific provision.
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House bill

Senate amendment

No provision.

No provision.

No provision.

The tax exemption is not available to the extent
that the gain is not properly ailocable to peri-
ods durmg which the property or business is
qualified enterprise zone property. In addition,
with respect :0 a sale, or exchange of an inter-
est in a qualified zone business, the tax exemp~
tion is not available to the extent the gain is
attributable to (1) any property contributed to
the businesses w-n:hm the previous 12 months,
{2) any interest in a business which is not a
qualified business, or (3) any other intangible
property not properly attributable to an active
trade or business within any enterprise zone.

b. Minimum taxes.—Net capital gain attributable
to qualified enterprise zone property would be
excluded from classification as a tax preference
for purposes of the corporate and noncorporate
minimum .

; The December 31, 1986, termination of the small
issue exemption and the restrictions on cost
recovery for property financed with cax-exempi
IDBs do not apply to bonds used to finance
2nterprise zone property.

! It is the sense of Congress that the Internal Reve-

|
t

nue Service should, in every way possible, sim-
plify the administration and enforcement of the
enterprise zone tax provisions.



House bil}

Senate amendment

No provision.

No provision.

Regulatory Fle.mbllz!y Act—The definition of
small entity is expanded to include any quali-
fied zone busmms, any government designating
an area as an enterprise zone, and any not-for-

meﬁt enterprise operating within a zone.

‘aiver of rules.—Federal agencies are given dis-
cretionary authority, at the request of a State
or local governments, to relax or eliminate any
regulatory requirements within enterprise
zones except those affecting civil rights, safety
and public health, or those required byt statute.
/D coordination.—The. Secretary of HUD is re-
quired to pmmute the conrd.uanon of programs
under his jurisdiction and carried on in an en-
rerpnse zone.
The Secretary of the Treasury and the Foreign
Trade Zone Board are requn'ed t0 expedite any
for the of a port of
entry and foreign trade zone within an enter-

prise zone.
Effective date—The provisions reiating to desig-
nations of enterprise zones, regulatory :lexibil-
ity and foreign trade zones are effective on the
date of enactment. The tax provisions genemﬂv
are effective {or taxable years ending
cember 31. 1983.
e effect of the enterprise zone provisions on
rtecexpu will depend on the number, :we and
the zones by the
Secretary of Housmg and Urban Deveilopment.
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Ttem Present law

D. International Trade and Investment Act
Provisions

1. Negotiating authority re trade in serv- | No specific authority.

ices, high technology products and re-

strictions on foreign direct investment

2 g'rade _negotiating adviee from Advisory | Provides for advice from the private sector.

Comuittees
3. Trade estimates and reports on barriers | Annual report on trade agreements program and
on import relief and adjustment assistance for
workers, firms. and communities.

4. Retaliatory aunthority Provides that action may be taken against the
products or services of the foreign country or
instrumentality involved; President may modify
trade agreement concessions and impose duties
or other import restrictions.




House hill

Senate amendment

Would provide specific v-egou'at.ng authority:

‘a) to reduce or eliminate barriers to or dis-
tortions of international trade in services
and to‘devellop mnematmna.uy agreed rules,

ute o

reduce or ehmmate such barr rs
‘b) to reduce or eliminate artificial or trade
distorting barriers to foreign direct invest-
ment and the development of rules, includ-
ing dispute settlement procedures to ensure
the free flow of foreign direct investment,
and the reduction or elimination of the
trade-distortive effects of certain invest-
ment related trade measures:
¢! to maintain and preserve openness of
trade and investment in nigh technology
oroducts and related services, to eliminate
or reduce distorting effects of foreign gov-
ernment actions which distort high technoi-
ogy trade; and
id) to obtain reduction, or elimination of all
tariffs and barriers on U.S. exports of high
technology- products, o obtain commit-
ments to foster national treatment and to
provide minimum safeguards for the acqui-
sition and enforcement of intellectual prop-
erty ri
Would aul:hnnze establishment of intergovern-
mental advisory committees.
Would require annual national trade estimates on
;1gmncsnt barriers to the exportation of U.S.
and services and restrictions on U.S. for-
eﬂ\? direct investment; USTR required to iden-
t through TPC, significant barriers or distoi-
tions, estimate their impact, and report actions
taken to eliminate barriers: consultations with
congressional committees required on trade
policy priorities to snhance market opportuni-
ties; report required within 1 year of enactment
and annually thereafter.
Wauld clarify Preﬂxden:sauzhonry by substitut-
for “product” and sec\'.ar for
esident’s authority may be exer-
cised without regard to whether or not such
goods or sector were involved in the act, policy
or practice identified; President's authority
clarfied to impose restrictions notwithstanding
authority of an ndepezment agency: President
authorized to propose “fast track” legislation as
paret of his retaliatory powers.
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II. COMPARATIVE DESCRIPTION—Continued

Item Present law

D. International Trade and Investment Act Pro-

visions—Con.
5. Definition of commerce Services associated with international trade.
6. Definition o justifia- | Undefined

f
ble and discriminatory

7. Initiation of Section 301 petitions | President may take action as a result of petition-
| initiated investigation, or on his own motion.
|

8. Initiation of internati i C Itations are ini d on same date as section
301 investigation is instituted.
8. Tr of busi ial in- | No specific exception for information submitted in
formation connection with Trade Act investigations.
10. Definition of international trade Ne reference to foreign direct investment




House bill Senate amendment

Would include foreign direct investment by U.S.

. persons with implications for trade in goods and

services.

| Would define:

i (a) “unreasonable” as any act, policy, or prac-
tice which, while not necessarily in viola-
tion of or inconsistent with the internation-

legal rights of the United States, is oth-
erwise deemed to be unfair and inequitable,
including, but not limited to, any act,
policy, or practice which denies fair and
equitable—A) market oopwrmmna, (B) op~
for the bi of an en-
terprise; or (C) provision of adequate protec-
tion of Luceﬂectual property rights;

i 1]} “unjustiﬁanle as any act, policy, or prac-
tice which is in violation of, or inconsistent
with, the international legal rights of the
United States, including, but no ited ©
any act, policy, or practice described above
which denies national or most-favored-
nation treatment, the right of establish-
menc, or protection of intellectual property

© dxscrnmnawry where appropriate 2s
any act, policy, or practice which denies
national or most-favored-nation treatment
ta Umted States goods, services, or invest-

Wou.ld authonze USTR to seif-initiate section 301
ms as a foundation for advice to

: Prwd

| Would authonze us up to %0-day delay in initi-
| _ ation of consultations.

| Would exempt business confidential information
1 requested or received by USTR in aid of Trade
i Act inv ations from FOIA
i
i

Would spfctxlhsmuy include foreign direct invest-
ment by U.S. persons, ly if such invest-
ment has implications for goods and services.
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L COMPARATIVE DESCRIPTION—Continued

Item Present law

D. International Trade and Investment Act Pro-
visions—Con. |
11. High technology exports | No specific provision.

i
i




House bilt | Senate amendment

| Would authorize President to enter bilateral or
| multilateral agreements as may be necessary to
| achieve objectives relevant to high technology
| products; g’rm’dent given 3-year authority to
|
|

iminate duties on certain high technology
items.
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I1. COMPARATIVE DESCRIPTION—Continued

Item

Present law

E. Other Tax Provisions (Title V of Senate
A.mendment)

of tax
for interest on qualified mortgage Inmds

The Mortgage Subsidy Bond Tax Act of 1980 im-
posed restrictions on the ability of State or local
governments to issue bonds, the interest on
which is Liax-exempt,_ fo‘r the purpose of mal%gg

on sing]
1980 Act provides that mterest on mortgage sub-
sidy bonds is exempt from taxation only if the
bonds are “qualified veterans’ mortgage bonds”
or “qualified mortgage bonds.” One of the re-
quirements of “qualified mortgage bonds” is that
they be issued before January 1, 1984.




House bill Senate amendment

No provision. | Explanation.—The Senate provision makes per-
{  manent the tax exemption presently provided
| for interest on qualified mortgage bonds.
| Effective date.—The Senate provision is effective

for bonds issued after December 31, 1983.
Revenue effect.—It i3 estimated that this provi-
sion will reduce fiscal year budget receipts b;

$0.1 billion in 1984, 30.2 biilion in 1985, 30.
lliggsin 1986, 30.8 billion in 1957, and $1.2 billion in
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I1. COMPARATIVE DESCRIPTION—Continued

Item

Present law

E. Other Tax Provisions (Title V of Senate

Amendment)—Con.
2. Discharge of residential mortgage debt

Under present law, the amount of any discharged
indebtedness is includible in income in the year
of the discharge. However, if the debt was in-
curred in connection with property used in a
trade or business (or if the taxpayer is bankrupt
or insolvent), certain of the taxpayer’s tax attri-
butes may be reduced in lieu of recognizing
income.

In Revenue Ruling 82-202, the Internal Revenue
Service ruled that a financially solvent taxpayer
realizes income when he or she prepays the
mortgage on a personal residence at less than
the outstanding principal balance. The ruling
involved a financial institution which offered a
10 percent discount for prepayment of existing
low-interest mortgages.
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House bill i Senate amendment

No provision. | Explamxtwm-—‘-‘or 1982 only, the Senate amend-

! ment provides for '.he euhmon from gross

! income of disct d on

| an individual’s prmcxpal mxdence The taxpa;

i er’s basis in the residence would be reduced ‘ov

the excluded amount. If the taxpayer subse-

quently disposes of the residence in a taxable

sale or exchange, any gain recognized would be
as ard.\nary income to the extent of

r.he prekusxy =xn1uued amount - u,e., the _.

amount o mortgage 1
‘ For 1983 and 1984, the amendment provides that
the Internal Revenue Code shail be a pplied
| without regard o Revenue Ruling 2~ 702 or to
| any other ruling reaching the same or a similar
| resuit. The amendment further provides thas it
- i is the sense of Congress that permanent legisia-
| tion be enacted which addresses the tax conse-
uences of disch d mortgage bted:
| Effective date.—The amendment is effective with
regard to discharges of mortgage indebtedness
occurring in calendar years 1982, 1983 aad
1

| Tess
|

Revenue effect—The provision is estimated to
reduce fiscal year budget receipts by 30.3 billion
in 1984 and $0.1 billion in 1985.




