



































Table 1.—Tax Expenditure Estimates By Budget Function, Fiscal Years 1991-1995

Alternative fuel production credit ...
Alcohol fuel credit ?

[Billions of dollars]
. . Corporations Individuals Total
unction 1991-95
1991 1992 1993 1994 1995 | 1991 1992 1993 1994 1995
National defense
Exclusion of benefits and allowances to Armed
Forces personnel 2.0 2:1 24 2:2 2.3 10.7
Exclusion of military disability pension 0.1 0.1 0.1 0.1 0.1 0.5
International affairs
Exclusion of income earned abroad by U.S. citizens 14 15 1.5 1.6 1.6 7.6
Exclusion of certain allowances for Federal employ-
ees abroad 0.2 0.2 0.2 0.2 0.2 1.0
Exclusion of income of foreign sales corporations
(FSCs) 0.8 0.9 1.0 13 1.1 4.8
Deferral of income of controlled foreign corpora-
tions 0.2 0.2 0.2 0.3 0.3 vl
Inventory property sales source rule exception............, 2.9 3.2 34 3.7 3.8 17.1
Interest allocation rules exception for certain nonfi-
nancial institutions 0.1 0.1 0.2 0.2 0.2 0.8
General science, space, and technology
Expensing of research and development expendi-
tures 14 1.5 1.7 159 2.0 8.5
Credit for increasing research activities.... 0.7 0.2 M) ) () 0.9
Energy
Expensing of exploration and development costs:
Oil and gas -03 0.1 (@) 0.1 0.2 0.5 0.5 0.6 0.6 0.7 2.8
Other fuels (&) (i) &) () 9 ™) @) ™) %) @) 0.2
Excess of percentage over cost depletion:
Oil and gas 0.1 0.1 0.1 0.1 0.1 0.3 0.3 0.3 0.3 04 252!
Other fuels 0.2 0.2 0.2 0.2 0.2 ) (@) ) ™) ) (l)i
(
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Exclusion of interest on State and local government
industrial development bonds for energy produc-

tion facilities () () ) (®) () 0.2 0.2 0.2 0.2 0.2
Expensing of tertiary injectants..........ccoecverveevereererecrenne 1) 1) (1) ) ) (@) (1) (&) (2) ()
Business energy tax credits (1) 3 () ) (3

Natural resources and environment
Expensing of exploration and development costs,

nonfuel minerals ) ™) ™) 0.1 0.1 Q) M) () (L) 1]
Excess of percentage over cost depletion, nonfuel

minerals. .2 0.3 0.3 0.3 0.3 ) (@) (@) 2) (@)
Investment credit and 7-year amortization for refor-

estation, expenditures (1) Q] 1) 1) (@) ) 1) ()] () (@)
Expensing multiperiod timber-growing costs................ 0.3 0.4 0.4 0.4 0.4 ) ) O] O] )
Exclusion of interest on State and local government

sewage, water, and hazardous waste facilities

bonds -03 -04 -04 -04 =05 1.8 1.8 1.9 2.0 2.0
Investment tax credit for rehabilitation of historic

structures () *) (1) () *) 0.1 0.1 0.1 0.1 0.1
Special rules for mining reclamation reserves............. (&) (1) *) (@) (@) () ) 1) M M

Agriculture
Expensing certain multiperiod production costs.......... 0.1 (2) (&) () @) 02 0.2 0.1 0.1 0.1
Deductibility of patronage dividends and certain

other items of COOPEratives........cvvvviverrrevrervinereiereiernns 0.3 0.3 0.3 0.3 04 -01 -01 -01 -01 -01
Exclusion of cost-sharing payments *) (Z) (@) (L) ()
Exclusion of cancellation of indebtedness income of

farmers (1) (1) (@) (1) (1)
Cash accounting for agriculture 0.1 0.1 0.1 0.1 0.1 0.3 0.3 0.2 0.1 0.1

Commerce and housing
Financial institutions:
Bad-debt reserves of financial institutions............. 0.2 0.1 0.1 0.2 0.2
Merger rules for banks and thrift institutions..... 2.5 2.3 2.3 2.0 19
Exemption of credit union income : 0.6 0.6 0.7 0.8 0.9
Insurance companies:
Exclusion of investment income on life insur-
ance and annuity contracts..........ccoeeerereesrvrernnes 0.4 0.4 0.5 0.5 0.5 7.0 7.7 84 9.2 10.1
Exclusion of investment income from struc-
tured settlement amMOUNtS .......c.oeeuuvmcrieriuicseinne ) (@) ) 1) *)
Small life insurance company taxable income
adjustment 0.1 0.1 0.1 0.1 0.1
Treatment of life insurance company reserves..... 0.7 0.7 0.7 0.8 0.8
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Table 1.—Tax Expenditure Estimates By Budget Function, Fiscal Years 1991-1995—Continued
[Billions of dollars]

Corporations Individuals Total

1991 1992 1993 1994 1995 | 1991 1992 1993 1994 1995  1991-95

Function

Deduction of unpaid loss reserves for property

and causualty insurance companies...........cc...... 1.9 1.6 14 13 1.1 7.4
Special alternative tax on small property and

casualty insurance COmMpanies.........cocoveeereverennes (@) (@) ™) 16)) () 0.1
Tax exemption for certain insurance companies.. (@) (@) () 1) () 0.1
Special deduction for Blue Cross and Blue

Shield companies 0.1 0.1 1) 1) 1) 0.2

Housing:

Deductibility of mortgage interest on owner-

occupied residences 319 339 36.1 384 399 180.3
Deductibility of property tax on owner-occupied

homes 8.3 8.7 9.1 9.4 9.8 45.3
Deferral of capital gains on sales of principal

residences 109 115 121 127  13.6 60.7
Exclusion of capital gains on sales of principal

residences for persons age 55 and over 3.6 3.8 4.0 4.2 4.5 20.2

Exclusion of interest on State and local govern-

ment bonds for owner-occupied housing... 0.3 0.3 0.3 0.3 0.3 14 1.4 13 12 1 7.9
Depreciation of rental housing in excess of

ternative deprematwn system . 0.3 0.3 0.3 0.3 04 0.5 0.5 .05 0.6 0.6 4.3
Credit for low-income housing. | (0 0.1 0.1 0.1 0.1 0.5 0.6 0.6 0.6 0.6 34
Exclusion of interest on State and local govern-

ment bonds for rental housing..........ccccecovevnnncs 0.2 0.2 0.3 0.3 0.3 0.6 0.6 0.6 0.7 0.7 4.5

Other business and commerce:

Depreciation on buildings other than rental
housing in excess of alternative depreciation
system 0.5 0.5 0.5 0.5 0.5 0.2 0.2 02 0.2 0.2 3.5

Depreciation on equipment in excess of alterna-
tive depreciation system.... .

124 142 160 178 195 4.0 43 4.7 5.2 5.7 103.8
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Investment credit other than ESOPs, rehabili-
tation of structures, reforestation, and energy
property

Expensing up to $10,000 depreciable business
property

Exclusion of capital gains at death:
Capital gains at death

1.7
0.2

1.0
0.1

0.3
0.1

0.1
0.1

0.1
0.1

Carryover basis on gifts

Amortization of business startup costs.........ccoee...
Reduced rates on first $75,000 of corporate tax-

able income
Deduction of personal interest

)
5.5

)
5.1

)
6.0

™)
6.2

*)
6.5
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Permanent exemption from imputed interest
rules

Expensing of magazine circulation expendi-
tures

Special rules for magazine, paperback, and
record returns
Deferral of gain on non-dealer installment sales .
Completed contract rules
Cash accounting, other than agriculture
Exclusion of interest on State and local govern-
ment small-issue bonds
Deferral of gain on like-kind exchanges..
Exception from net operating loss limitations
for corporations in bankruptcy proceedings......
Gain from sale or exchange to effectuate poli-
cies of the FCC
Exemption of RIC expenses from miscellaneous
deduction floor
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Transportation
Deferral of tax on capital construction funds of
shipping companies 0.1 0.1 0.1 0.1 0.1
Exclusion of interest on State and local government
bonds for mass transit commuting vehicles ............ 2) ®) (2) 2 @)
Exclusion of interest on State and local govern
bonds for high-speed inter-urban rail facilities......... (2) (?) () () (2)
Community and regional development
Investment credit for rehabilitation of structures,
other than historic Structures...........ccoeveeeieeeisicseenens (@) (1) (1) 1) (1)




Table 1.—Tax Expenditure Estimates By Budget Function, Fiscal Years 1991-1995—Continued
[Billions of dollars]

Corporations Individuals T
Function otal
1991-95
1991 1992 1993 1994 1995 | 1991 1992 1993 1994 1995
Exclusion of interest on State and local government
bonds for private airports and docks .........ccccrieurieenc] -01 —-01 -01 -02 -02 0.7 0.8 0.8 0.8 0.9 3.3
Education, training, employment, and social services
Education and training:
Exclusion of scholarship and fellowship income... 0.5 0.6 0.6 0.6 0.7 3.0
Parental personal exemption for students age
19 to 23 0.3 0.3 0.3 04 0.5 1.8
Exclusion of interest on State and local govern-
ment student loan bonds...........cocceeevunnnirceieiinse] )] 1) Q] ) ") 0.3 0.4 0.4 0.4 0.4 1.9
Exclusion of interest on State and local govern-
ment bonds for private educational facilities.... 1) (@) M) ) M) 0.3 0.3 0.3 0.3 0.3 1.5
Deductibility of charitable contributions for
education ......... 0.5 0.5 0.6 0.6 0.6 14 15 1.5 1.6 1.6 10.4
Educational savings bonds (&) 0.1 0.2 0.2 0.3 0.8
Employment:
Targeted jobs credit 0.2 0.1 0.1 () &) @) (@) 1) (&) ™) 0.4
Exclusion of employee meals and lodging (other
than military) 0.8 0.8 0.8 0.9 0.9 42
Employee stock ownership plans (ESOPs)............. 0.8 0.9 1.0 1.1 12 () (O] (™) (@) (O] 5.0
Exclusion for benefits provided under cafeteria
plans 24 3.1 3.6 4.0 4.5 17.6
Exclusion of rental allowances for minister’s
home 0.2 0.2 0.3 0.3 0.3 1.3
Exclusion of miscellaneous fringe benefits 41 44 4.8 51 5.4 23.9
Exclusion of employee awards 0.1 0.1 0.1 0.1 0.1 0.5
Exclusion of income earned by benefit organi-
zations:
Supplemental unemployment  benefits
trusts (1 (@) ™) () ™) 0.1
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Voluntary employees’ beneficiary associa-
tions

Social services:
Deductibility of charitable contributions, other
than for education and health..........cccccoeuerinnnens 0.5 0.5

DN =

Credit for child and dependent care expenses

0 - o

Exclusion for employer-provided child care ...

Exclusion for certain foster care payments
Expensing costs of removing architectural
barriers ™) ™)

Health
Exclusion of contributions by employers and self-
employed for employed for medical insurance
premiums and medical insurance premiums and
medical care
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bonds for private hospital facilities (1) 0.1 0.1 0.1 0.1
Deductibility of charitable contributions for health...| 0.2 0.2 0.2 0.2 0.2
Tax credit for orphan drug research

Medicare

Exclusion of untaxed medicare benefits:
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Hospital insurance
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Supplementary medical insurance

Income security
Exclusion of untaxed railroad retirement system
benefits

Exclusion of workers’ compensation benefits

PN
cuns
XS
RPN
XS
[

Exclusion of special benefits for disabled coal
miners

Exclusion of cash public assistance benefits

Net exclusion of pension contributions and earnings .

o
o
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=23
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Individual retirement plans

Keogh plans
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Exclusion of other employee benefits:
Premiums on group term life insurance

—

Premiums on accident and disability insurance
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Exclusion for employer-provided death benefits ..........
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Table 1.—Tax Expenditure Estimates By Budget Function, Fiscal Years 1991-1995—Continued

[Billions of dollars]
Corporations Individuals
Function 1;;:255
1991 1992 1993 1994 1995 | 1991 1992 1993 1994 1995
Tax credit for the elderly and disabled 0.1 0.1 0.1 0.1 0.1 0.5
Deductibility of casualty and theft losses 0.2 0.2 0.1 0.1 0.1 0.7
B Y 0 1) COTYy € K el 1O aevetaeenss| sosssenmscssa lsusenseasssssiasssnntsasssn onsesoassnsad 1.2 13 14 1.5 1.6 7.0
Social security
Exclusion of untaxed social security benefits 226 234 24.1 249 257 120.7
Veterans’ benefits and services
Exclusion of veterans’ disability compensation 1.4 14 1.5 1.5 1.6 7.4
Exclusion of veterans’ pensions........... 0.1 0.1 0.1 0.1 0.1 0.7
Exclusion of GI bill benefits 0.1 0.1 0.1 0.1 0.1 0.4
Exclusion of interest on State and local government
veterans’ housing bonds 0.1 @) (@) (@ (&) 0.2 0.2 0.2 0.2 0.2 1.1
General purpose fiscal assistance
Exclusion of interest on public purpose State and
local government debt LG 1.5 14 14 1.3 89 100 109 118 13.0 61.7
Deduction of nonbusiness State and local govern-
ment income and personal property taxes 204 218 234 251 2639 117.6
Exclusion and tax credit for corporations with pos-
sessions source income 2.4 2.6 2.7 2.9 3.0 13.6
Interest
Deferral of interest on savings bonds 1.0 1.0 1.0 1.0 1.0 5.0

1 Positive tax expenditure of less than $50 million.
2 Negative tax expenditure of less than $50 million.

3 In addition, the 6-cents-per-gallon exemption from excise tax for alcohol fuels results in a reduction in excise tax receipts, net of income

tax effect of $0.4 billion per year for 1991 and 1992, $0.3 billion in 1993, and $0.1 billion in 1994.
% The figures in the table show the effect of the earned income credit on receipts. The increase in outlays is: $4.9 billion in 1991, $5.1 billion

in 1992, $5.4 bllhon in 1993, $5.8 billion in 1994, and $6.3 billion in 1995.
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AppENDUM TO TABLE 1.—SuM oF TAx EXPENDITURE ITEMS BY TYPE OF TAXPAYER, FiscAL YEARs 1991-1995
[Billions of dollars]

Fiscal year C(gg::a- Individuals Total
1991 40.7 277.6 318.3
1992 423 297.0 339.3
1993 44.6 316.4 361.0
1994 47.3 337.1 384.4
1995 49.7 357.0 406.7

Note: These totals represent the mathematical sum of the estimated fiscal year effect of each of the tax expenditure items included in
Table 1. The limitations on the use of the totals is explained in the text.
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Table 2.—Distribution by Income Class of All Returns, Taxable Returns, Itemized Returns, and Tax Liability, at
1991 Rates and 1991 Law and 1991 Income Levels !

[Money amounts in millions of dollars, returns in thousands]

Itemized returns

| class (th ds) 2 All returns ? ’E:t’:.lar'::: — - Tax liability

Below $10......cccoveveiveereirecnnne 25,592 3,672 422 156 —213
(0 2 o 28,106 17,293 2,035 1,296 14,160
820 £0 $30 ..ttt renesenenenes 22,896 20,076 3,816 3,334 34,466
$30 to $40 17,105 16,492 5,431 5,201 44,829
$40 to $50 S 9,669 9,522 4,275 4,129 37,026
$50 to $75 s nens axsasssndnentanaentsass £es 12,475 12,387 8,009 7,877 90,986
$75 to $100 3,599 3,581 2,948 2,943 45,362
£ {0 SN conenrorcrenoraronomseroaio oo o o 3,134 3,119 2,818 2,812 82,7171
$200 and OVer......cccoceeeververrreeerrreereeeserenenenenes 1,142 1,133 1,053 1,034 137,138
TOtal ..ot 123,717 87,273 30,807 28,781 486,523

!Tax law as in effect on January 1, 1991, is applied to the 1991 level and sources of income and their distribution among taxpayers.

Excludes individuals who are dependents of other taxpayers.

2The income concept used to place tax returns into classes is adjusted gross income (AGI) plus (1) tax-exempt interest, (2) employer
contributions for health plans and life insurance, (3) inside build-up on life insurance, (4) workers’ compensation, (5) nontaxable social
security benefits, (6) deductible contributions to individual retirement accounts, (7) the minimum tax preferences, and (8) net losses, in excess

of minimum tax preferences, from passive business activities.

3Includes filing and nonfiling units. Filing units include all taxable and nontaxable returns. Nonfiling units include individuals with

income that is exempt from Federal income taxation (e.g., transfer payments, interest from tax-exempt bonds, etc.)

Note: Detail may not add to total due to rounding.
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Table 3.—Distribution by Income Class of Selected Individual Tax Expenditure Items, at 1991 Rates and 1991

Income Levels *

[Money amounts in millions of dollars, returns in thousands]

Medical deduction

Real estate tax deduction

1 class (th ds) ?
Returns Amount Returns Amount

Below $10......... 59 11 43 2
$10 to $20 724 190 892 4
$20 to $30 1,191 351 2,700 297
$30 to $40 1,692 621 4,516 615
$40 to $50 912 338 3,901 594
$50 to $75 869 483 7,543 2,214
ST5 10 $100 ...t seere e enenes 209 271 2,804 1,394
$100 to $200 138 425 2,651 2,026
$200 AN OVET.......coooveeeieicteeeereenrareereeeasessessaa et sseesneseseesaenas 25 191 942 1,391

Total .. 5,819 2,881 25,993 8,606

Footnotes at end of Table 3.
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Table 3.—Distribution by Income Class of Selected Individual Tax Expenditure Items, at 1991 Rates and 1991

Income Levels '—Continued

[Money amounts in millions of dollars, returns in thousands]

State and local income tax

Income class (thousands) 2

deduction

Charitable contributions
deduction

Returns Amount Returns Amount

Below $10 66 2 53 1
$10 to $20 1,008 83 966 52
$20 to $30 2,809 376 2,970 244
$30 to $40 4,454 934 4,875 738
$40 to $50 3,689 906 4,054 657
$50 to $75. I o s . R 6,915 3,553 7,854 1,951
FT5 10 $L00 ...ttt ersieaesereteerane e sasesesaeesesaesesesebesenensanne 2,594 2,451 2,887 1,177
SITD (o S et s e e e o 2,454 5,081 2,764 2,516
$200 AN OVET....ovoveveereieieieeeeeeereereteeeeessteeerennens 866 T.723 1,024 6,297

Total I 0o s St s o § Sootn s CeSR A S S e L ssta e 24,854 21,110 27,446 13,632

Footnotes at end of Table 3.
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Table 3.—Distribution by Income Class of Selected Individual Tax Expenditure Items, at 1991 Rates and 1991
Income Levels !'—Continued

[Money amounts in millions of dollars, returns in thousands]

Income class (thousands) 2

Child care credit

Earned income credit 2

Returns Amount Returns Amount

BELOW $10 oo eesseesseessesssssssseessessseees s 29 5 1,907 1,352
$10 to $20 .. . 1,241 508 5,117 4,039
$20 to $30 .. < 2,083 1,025 2,848 842
FB0 0 F40 oot e 1,815 932 165 59
B40 £0 $50 ..ottt 1222 579 33 15
$50 to $75 .. 1,670 748 19 5
$75 to $100.... 477 221 4 3
$100 to $200 ..... % 260 114 0 0
F200 ANA OVET....covitiieieiieriericie ettt cteteeteeee et ests et s et e eteseseetesssesteesssesenns o2 28 0 0

i e T e 8,848 4,159 10,693 6,316

Footnotes at end of Table 3.
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Table 3.—Distribution by Income Class of Selected Individual Tax Expenditure Items, at 1991 Rates and 1991

Income Levels !—Continued

[Money amounts in millions of dollars, returns in thousands]

Untaxed Social Security

benefits

Income class (thousands) 2

Additional standard
deduction for the elderly and
blind

Returns Amount Returns Amount

Below $10 ) (&) 3 @)
$10 to $20. 3,360 641 1,667 193
$20 to $30 3,190 1,698 3,005 428
$30 to $40 3,158 2,448 2,131 362
$40 to $50 5,245 5,612 1,120 203
$50 to $75 6,062 7,186 842 204
$75 to $100 2,040 1,927 163 47
$100 t0 $200 ....cvoerereereeerereercerenee 1,140 1,399 103 31
$200 and over....... Srcoodtrmrrro O 204 376 34 9

TOLAL ...ttt ettt a s s eseae s e enenen 24,372 21,286 9,068 1,476

! Excludes individuals who are dependents of other taxpayers.

2'The income concept used to place tax returns into classes is adjusted gross income (AGI) plus (1) tax-exempt interest, (2) employer
contributions for health plans and life insurance, (3) inside buildup on life insurance, (4) workers’ compensation, (5) nontaxable sot_:lal security
benefits, (6) deductible contributions to individuals retirement accounts, (7) the minimum tax preferences, and (8) net losses, in excess of

minimum tax preference, from passive business activities.
3 Includes the refundable portion of the earned income credit.
4 Less than 500.
5 Less than $500,000.

Note: Detail may not add to total due to rounding. O
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