





May 15, 1991

ERRATA FOR JCS-5-91

On page 18, in the first line of the second paragraph
under the heading Special IRAs, replace the word
"nonductible” with "nondeductible".

On page 23, in Table 2, for the income category "Less
than $10,000", the percent in the phaseout range should
be 0.1 instead of 0.5. Also, for the income category
"$30,000 to $40,000", the percent in the phaseout range
should be 38.8 instead of 22.5.

On page 23, in the last line of Table 2, insert footnote
2/ before "$2,096", and insert footnote 3/ before
"$1,428".

On page 33, the first sentence of the last paragraph
should read as follows: "Funds in a special IRA that are
withdrawn within 5 years are subject to additional tax."

On page 40, in the first line of the second paragraph
after Table 4, delete the word "savings".






















































Table 1.—Comparison of Present Law for Various Tax-Favored Savings Arrangements

Provision IRAs

401(k) Plans

Qualified Pension
Plans (including
Keogh Plans)

Deferred Annuities Life Insurance

Limits on contributions ..... The maximum

contribution for a year
is $2,000 (including
both deductible and
nondeductible
amounts).

Early withdrawal tax......... A 10-percent additional

income tax applies to
distributions from an
IRA other than
distributions—

(1) after the IRA
owner attains 59,

(2) after the death of
the IRA owner,

(3) due to the disability
of the IRA owner, or
(4) which are part of a
series of substantially
equal payments for the
life (or life expectancy)
of the IRA owner or
joint lives (or joint life
expectancies) of the
IRA owner and his
beneficiary.

The maximum elective
contribution for a year
is $8,475 for 1991
(indexed).

Same as IRAs, except
that (in addition to the
exceptions from the
tax for IRAs), the tax
also does not apply to
distributions—

(1) made after
separation from
service after age 55,
(2) which are dividends
on ESOP stock,

(3) to the extent the
distribution does not
exceed the amount
allowable as a
deduction for medical
expenses, Or

(4) made to an
alternate payee
pursuant to a qualified
domestic relations
order.

The maximum annual
contribution on behalf
of an individual to a
defined contribution
plan cannot exceed the
lesser of (1) $30,000 or
(2) 25 percent of the
individual’s
compensation.

Same as 401(k) plans.

None, but corporate None.
holders of deferred

annuities are taxed

currently on the inside
buildup on the

contract.

Same as IRAs, except None.
that (in addition to the
exceptions from the
tax for IRAs), the tax
also does not apply to
distributions—

(1) from qualified
plans, IRAs, and
certain contracts
purchased by qualified
plans or certain other
t es of plans,

) allocable to
1nvestment in the
contract before August
14, 1982,

(3) under a qualified
funding asset that is
part of a structured
settlement agreement,
(4) under an immediate
annuity contract, or.
(5) which is purchased
by an employer upon
termination of a
qualified pension plan.
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Table 1.—Comparison of Present Law for Various Tax-Favored Savings Arrangements—Continued

Provision IRAs

401(k) Plans

Qualified Pension
Plans (including
Keogh Plans)

Deferred Annuities Life Insurance

Treatment of loans....

Basis recovery ..o With respect to amounts
received prior to the
annuity starting date
and annuity
distributions, a portion
of each distribution is
nontaxable in the
same proportion as the
taxpayer’s basis is to
the total account
balance.

Benefits restricted to Yes

Loans treated as
distributions to the

extent they exceed the

lesser of—
(1) $50,000 or
(2) % of the

participant’s account

alance.

Same as the IRA rules

Yes

Same as 401(k) plans..........

Same as the IRA rules.......

Loans treated as

Loans permitted and not
distributions.

treated as
distributions.

Distributions prior to the
annuity starting date
are treated as i{lcome
first.

Distributions prior to the
death of the insured
are treated as a return
of the investment in
the contract (i.e., basis
first).

Yes

individual (e.g.,
noncorporate) owners.
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Table 3.—Funds Available to Taxpayer and Pattern of Tax Receipts Under Deductible IRA, Special IRA, and
Nondeductible IRA

Taxpayer has $1,000 of pre-tax income to invest in IRA, and the annual rate of return on IRA assets is 10 percent.
to=tax rate in year of IRA contribution.

t,=tax rate in year of IRA withdrawal.

Funds Available to Taxpayer After 10 Years

Funds Funds .
contributed to  available after Taxes due in year 10 Funds aivalla::elgfter tax
IRA 10 years niye
Deductible TRA ......cciiismiserssossismsiorsmessivessrosssismnsis $1,000 $2,594 $2,594 (t10) $2,594 (1-t10)
Special IRA ........c.ooeieeeeeeecereeteeeestsasee e sneneaene $1,000 (1-to) $2,594 (1-to) 0 $2,594 (1-t0)
Nondeductible IRA....... .. $1,000 (1-to) $2,594 (1-to) $(2,594-1,000) (1-to) tio $2,594 (1-to) -$1,594 (1-to) tio
Pattern of Income Tax Payments Under Three IRAs
Tax payments in
Current year Year 1-9 Year 10

Deductible IRA 0 0 $2,594 (ti0)
Special IRA $1,000 (to) 0 0
Nondeductible IRA

$1,000 (to) 0 $1,594 (1-to) (tr)
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Example: t,=.28, t,,=.28

Funds contributed to Funds available after

Taxes due in year 10

Funds available after

10 years tax in year 10
Deductible IRA ........ccoocoeeeveinereererereenrerrerenensnenens $1,000 $2,594 $726 $1,868
Special IRA S nan $720 $1,868 0 $1,868
Nondeductible IRA $720 $1,868 $321 $1,047
Tax payments in
Current year Year 1-9 Year 10
Deductible IRA 0 0 $726
Special IRA $280 0 0
Nondeductible IRA $280 e 0 $321
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Table 8.—Components of Net National Saving, Selected Years, 1929-1990

[In billions of dollars]

Private saving

Public saving

Federal Total net
Year Net Net Total net  surplus or St?(t)z :lnd Total national
personal business private deficit (—) T @ public saving
saving saving saving deﬁ';it =) saving

T P oo e O R SR 2.6 24 5.0 122 —0.2 1.0 6.0
1939 s e e A S—— 1.8 3 2.1 —2.2 0 —22 —.1
1949.. M. | (vsessyersenosssnansysessarazasesyasaeysisagiasors 74 10.5 17.9 —-2.6 -7 —-34 14.5
1954 e s e s S 2 16.4 9.8 26.2 —6.0 -1.1 -1.1 19.1
1959....ccecerreneee 21.8 15.7 31.5 —-1.1 —d4 —-1.6 35.9
1964 - OO 31.5 25.4 56.9 -3.3 1.0 —-23 54.6
1969 . . 42.2 25.3 67.5 8.4 1.5 9.9 774
L s aatans 96.7 20.1 116.8 —11.6 7.2 —4.3 112.5
LOTD..remerrramesassenenasssarsaseassaseneasasasasssenssesasemsassosssas 104.6 37.1 141.7 —69.4 4.5 —64.9 76.8
L o o e 95.8 46.4 1422 , 535 15.2 —38.4 103.8
LOTT ettt srsae e ea e s senene 90.7 62.3 153.0 —46.0 26.9 —19.1 133.9
110.2 69.0 179.2 —29.3 28.9 —04 178.8

118.1 61.9 180.0 —16.1 27.6 11.5 191.5

136.9 3.7 174.6 —61.3 26.8 —34.5 140.1

159.4 43.3 202.7 —63.8 34.1 —29.7 173.0

153.9 20.0 173.9 —145.9 35.1 —110.8 63.1

130.6 65.0 195.6 —-176.0 475 —128.6 67.0

164.1 94.0 258.1 —169.6 64.6 —105.0 153.1

125.4 102.7 228.1 —196.9 65.1 —131.8 96.3

124.9 84.5 209.4 —206.9 62.8 —144.1 65.3

92.5 83.2 175.7 —158.2 51.0 —-107.1 68.6

145.6 914 2317.0 —141.7 46.5 —95.3 141.7

171.8 53.1 224.9 —134.3 46.4 —87.8 137.1

179.1 29.1 208.2 —161.3 36.4 —126.0 82.2

Source: Department of Commerce, Bureau of Economic Analysis.
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Table 11.—Net National Saving as a Percentage of Gross Domestic Products (GDP), Selected Years, 1962-1989

1967 1972 1975 1978 1981 1983 1983 1984 1985 1986 1987 1988 1989

1962

Country
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Source: OECD, National Accounts, 1960-89, volume 1, 1991.



Table 12.—Net Household Saving As a Percentage of Disposable Household Income, Selected Year, 1972-1989

Country 1972 1975 1978 1981 1982 1983 1984 1985 1986 1987 1988 1989 ‘l‘gggfg;
United States........ccccoveveeenee. 755 9.4 7.3 7.7 7.0 970 6.3 4.5 4.3 3.3 493 5.6 5.6
JAPAN ceecvreeiecreeeere e 18.2 228 208 183 16.5 163 160 160 164 151 148 153 16.3
Germany ......ccceeereeveereeneenens 144 151 120 135 127 108 114 114 122 123 126 12.2 12:2
France Y....cccoviiccvevicenneenen 189 202 204 18.0 173 159 145 140 132 11.5 121 122 12.9
Ttaly .o, 31.2 269 256 205 19.0 198 204 178 153 143 142 14.1 11555
United Kingdom ! .............. 96 116 11.1 128 11.6 98 10.2 9.7 8.2 5.7 4.1 5.0 9.1
Canada......ccccoeevveeeveccerecneenne. 87 127 126 154 182 148 150 133 10.6 9.7 94 104 13.0
Belgium .....coeevvevveericnnennne, 174 165 166 162 136 147 134 11.1 131 11.9 133 14.1 13.8
Greece......covveveevecevreneeeannns 20.3 19.0 204 216 197 188 20.6 214 17.6 6.8 203 21.0 19.8
Netherlands.......ccocoveevvennnne 7.6 3.9 2.5 285 4.7 2.0 1.9 2.0 2.8 2l 2.4 3.8 2.5
Sweden.....ooooeevveveeeiirreennne. 2.3 4.7 4.5 3.0 0.8 1.6 1|5 1.7 018 —akd =l =& 0.2
Switzerland........ccccveeennenee. 10.2 7.6 4.6 4.6 6.2 5.8 5.8 Bl 7.0 8.4 9.8 10.7 6.7
Australia......cccccoovuveeenennnnn. 11.8 149 11.7 9.7 8.3 79 9.1 7.7 6.8 (8545 6.7 7.9 8.1

! The figures for France, Italy, and the United Kingdom are gross saving rates.

Source: Organization for Economic Co-Operation and Development, OECD Economic Outlook, 45, June 1989, and OECD Economic
Outlook, 47, June 1990.
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