Joint Committee on Taxation
April 4, 1986
JCX-3-86
Estimated Revenue Effects of Tax Reform Provisions Contained in the President”s Proposal,
the House Bill (H.R. 3838), and the Finance Committee Chairman”s Proposal
for Fiscal Years 1986-1991*

[Billions of Dollars]

President”s House Chairman”s
Provision Proposal Bill Pr.
1986-1990 1986-1990 1986-1991

I.—INDIVIDUAL INOOME TAX PROVISIONS

A. Basic Rate Structure:

Tax rate schedules (includes capital gains)..ceccecececcscoccsscsccccscssss —=224,6 -134.2 -131.4
Zero bracket amount (standard deduction)...ccccececccscecccccsscsscccacese —17.9 -32.6 -51.9
Personal exemption and repeal of additional exemption for the elderly

and blind, cewesssnmonsoscssssnnnessssnssesnoassssiosmesesiasssesnsasseess =103e5 -147.5 -156.3
Floor under itemized dedUCtioNS....eescecscecsccccccssscssccscnsscnsscnnse P/L 40.9 P/L
Limitation on tax-liability reduction for highest-~bracket individuals

attributable to personal exemptions and certain itemized deductions...... P/L P/L 21.1
Two~earner dedUCtioN..cceeccsssscccscsssccssssscoscsssssssssasscsassccsccss 24.8 27.0 27.1
Earned income credit...eeecssessccscccacesscccsscecsassssccccssassscccsscs —7o6 -11.8 -12.6
INCOME averaginge.seecsecsscccscoscscescaceccascscsessccscscnscscssssssscans 4.0 6.3 7.9

P/I, Present Law
-— No revenue effect

*NOTES: Estimates for the President”s proposal and House Bill were based on earlier economic forecasts and were
estimated for fiscal years 1986-90 only. Therefore, figures are not being provided as current revenue
estimates, but for "order of magnitude" comparisons only.

Estimates reflect changes in income taxes, excise taxes, and employment taxes. Outlay effects as well as
revenue changes are included.

Estimates assume the enactment of the Consolidated Omibus Budget Reconciliation Act of 1985 (H.R. 3128);
thus, provisions in H.R. 3128 that were listed in the comparative spreadsheet prepared for the Finance
Committee tax reform markup (JCS-8-86) have been deleted from these estimates.
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B. Tax Treatment of the Elderly and Disabled:
Credit for the €lderly..ecccceecccccecccccsccccscccsnccascsssoscnsscnccssss —4.3 P/L P/L
Unemployment compenSation.ececsececscscscccscccsssssssessssscsssscssssosases 2.3 2.3 3.2
Worker”s compensation and black lung disability..ceeeecsccscecccsscscccsacs 4.6 P/L P/L

C. Scholarships and FEllowShipPSe.esececcescesccscsscscsccscsoscsascscsssscscces 0.6 0.6 0.6

D. Deductions for Personal Expenditures:
Itemized deduction for certain State and 10Cal taX€S.eeeecssssssssssssssss 111.8 P/L 19.8
Charitable deduction for NONiteMiZerS...cceeecccsccsscccssscssssscscscsscs 2.5 -2.5 -6.9
AJOPLION EXPENSCB  ssss ettt osss00ass8iiEssssaessssssseesssisssiseussssomeaiss (1) (1) P/L
Deductibility of mortgage interest and taxes allocable to tax-free
allowances for ministers and military personnel.ccececcesscescssscccaccces P/L (2) (2)

E. Expenses for Business or Investment:
Travel and entertainment eXpPeNnSEeS...cccccccesccccescsssssoscscsssscscsssse 6.1 11.4 12.1
Employee business expenses, investment expenses and other
miscellaneous itemized AedUCLIiONS...eceeesoccensccsccsccecssccssscscccascs 7.1 13.2 14.7

F. Political Contributions Tax Credit.eccccccccccccceccscescccccccscsscsccsccses 1.1 0.5 P/L

G. Presidential Campaign CheCKOff.ceseesseccsssscecssvscascsscsssssssassasasaos _— P/L P/L

Subtotal: Individual Income Tax PrOViSiOnS...c.ceecescccccecscccccccscscasscccccccscsacans =252.7
Ix.mmmmmmmm

A. Depreciation: )
Accelerated (incentive) depreciation SysteM.....ccecscccsccsvecccscssssses 32, 41.1 2
-1

2 4

1 4

Gain on diSpoSition.sececesssccesacssscscsssssscesscssasccsssasssassssscssss 0. (1) 0
1 2

2

INAEXiNGeeeeesceessccsscossosscssssessessscssasossscssssssscsssscssssassasne

SANO

EXPENSiNg.cceeescecesssscesssccscssscsssossssssassssssssssssassccssasacscs -1.3 -2
TranSition rUleS.ccccecessccccscosoccscaccscsscscccccasscossccncsscsssscses —_— -13.4 -
Subtotal: Depreciation..ccceccceccccccseocccscccvscccccnccssscsssscoscscscccccccccacscsscssscsse -4.

B. Windfall Recapture of Excess Accelerated Depreciation..cceceevecccsccccscccs 47.6 ?/L P/L
C. Regular Investment Tax Credit:

Allowable credit...ccecececscesssesssccascasscassesssscassassssssssssssaes 130.3 130.3 171.3
TranSition rUleS.ceccecscsssssscascccsccaccssccnssna o0 uiai 00 0 foluT 0 4 8 0 00101 0 0 @ 0 —-— -10.0 -24.1
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D. Mandatory Refund of Unused ITC CarryOVerS..cecscsccscccssssscsssssscsssssscs P/L P/L -0.6
E. PFinance LeaSeS..ccececccvecsscsscssscsscoscsscsssccscssossesssssnssssossssss P/L 0.9 1.4
F. Multi-Family Residential Rental Housing ProviSiOnS..ccsceccsccceccccscccscas -_— -0.8 (3)
éubbotal: ACRS and ITCecccccccscccccccccccnscnccccccscscscsscccsccssssssssssscscsccsasccne 1439
1T .—ACCOUNTING '

A. Simplified Dollar Value LIFO Method for Certain Small BusSinesSS€S...ecsccecsses P/L -2.5 =2.7
B. Limitations on the Use of the Cash Method of Accounting..ecccesescccsscoccsecs 4.0 2.7 3.4
C. Installment SaleS.cecccecscccsccscscsscsesccsscsccsscsescscsssscsssssasnsssasse 2.6 5.7 6.3

D. Capitalization of Inventory, Construction, and Development Costs:
INVENEOrYeceeoeecccscesscescescsscsssesscscccscssssssscsasssssosscsssscsscss 1

1
Self-constructed property and noninventory property produced for sale..... 4
Long-term contractS.cesccccscccosesessccsssensscssosccssssssessscssncasces 5

0

INLELeSt.cccccceccecsocnssssvsvescssscessssssssessssossessossssssssssasssace 1

E. Special Treatment of Certain Items:
Reserves for bad debtS.cecececseccccecccccscccccscsccceccccscccsccscscccns 4
Returns of magazine, paperbacks, and recordS....ccceceescecssscscsssacscss 0
Qualified diSCOUNt COUPONS.cessssesssssccsscssassscssssssssscssssassossanns 0
Subtotal: ACCOUNtiNg..cccecccccccccccccscssscscssscccsccccsacosasccccccccasscsscscscscsscsss 54.2

IV.—CAPTTAL GAINS

A. Individual Capital GainS.eseesseccccecscsccoscscscssesscsscsscscssscscsssncs (4) (4) (4)
B. Corporate Capital GaiNS.eeeeesseccescssssscscssccssssccsscscsscscsscssscnssssnns P/L (4) P/L
C. Incentive Stock OptionS....cessess T L T UL L L LT ruep e e P/L P/L (5)

D. Small Business Participating Debentures....... eeessensssesetnsessnssssesastse P/L P/L -1.4
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E. StraddleS.cccccsccscccscsasacscsssscscscscssssosesosscssssssssssssssscassssss P/L P/L 0.4
Subtotal: Capital GainS...cccccecocccccsccccccscscsscrsccssccsssscccsscscscccccascscsssscscs -1.0
V.—COOMPLIANCE AND TAX ADMINISTRATTON

A. Increased Penalties:
Penalties relating to information retuUrNS...cceecsccccccsscccccsscsccscnes (1) (1) (1)
Penalty for failure tO pay taXeS...cececsscscssccscsscsccsssascssssssscans 1.8 1.5 1.5
Negligence and fraud PenaltieS..eccssccscessscsssscssscssssssscssaascncnase P/L (1) (1)

B. Interest Provisions:
INterest rate.icssssssssosmssssovsssssonevssssssssenasvrsssossssssessssssss P/L 1.4 1.7
Underpayments of accumulated €arnings taX..eeececececcccsccsscsasscscsssss P/L (1) (1)
Interest on tax refundS..ccecscesosescnssssassossassnnssssnosssssssasessssa P/L P/L ~0.2

C. Information Reporting Provisions:
Reporting on real estate transSactioNS..cceecesecscccccssssscosscssssssacsns P/L 1.0 1.0
Reporting on persons receiving Federal contractSeeccessecsccscecscccscsces P/L 0.1 0.1
Reporting of State and local income and property taxes
paid by individualSessssssssssssssessssissvssisesssaesitesissssessissosss P/L 0.2 (1)
Tax-exempt interest required to be shown on tax returnS...ccceeccessceccsss P/L (1) P/L

D. Suspend Statute of Limitations During Prolonged Dispute with
Thitd PArtieSeecssnacoseevosesssiossesnmossssoinsssssenesssonessssensssseenss P/L P/L (1)

E. Tax Shelters:
Tax Shelter USer”S feC..cceeeesscossesccsssssassssssassssassssssssssssancs P/L P/L 0.8
Tax shelter registration..cceceeccessccccecsssccceccsssesosssasccsssasscsss P/L P/L (5)
Penalty for failure to register a tax shelter.....cccececccccosceccscacsns P/L P/L (1)
Penalty for failure to report the tax shelter identification number....... °/L P/L (1)
Penalty for failure to maintain 1lists of investOrS....ceccecscsccscsscsccss P/L P/L (1)
Tax Shelter INtereSt.ceccecsconncasaenonsosenesssssonssssensessessssasesss P/L P/L 0.4

F. Estimated Tax Payments by IndividualS..esecceccescccsssscscccscssscssscsscane ?/L 1.8 1.8

G. Tax Litigation and Tax Court:
Awards of attorneys fees in taX CaASeS...ceeecccccsscccsccsoscccsccasascsce ?/L (2) (2)
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Exhaustion of administrative remedies..cccccececcccccsccosccsceccsscccncee P/L (1) P/L
Tax Court ProvisSionS...eeeeccccccsccsccccose P/L P/L (2)
H. Tax Administration Provisions:
Authority to rescind statutory notice of deficCiency..ccececececcccccsasees ?/L ——— e
Authority to abate interest due to errors or delays by the IRS.cceeeeccees P/L (2) (2)
Suspension of compounding where interest on deficiency is suspended....... P/L (2) (2)
Exemption for levy for service-connected disability paymentS.....ceeecceee P/L (2) (2)
Modification of administrative rules applicable to forfeiture.....eeeeee.. P/L (1) P/L
Certain recordkeeping reqUirementS..cceecssceccecsscsccsessscsscscscscacsscs P/L (1) P/L
I. Mcodification of Employee Withholding Allowance FOIMS..ceeeesscecsscssccscssns P/L (1) (1)
J. Report on Return-Free TaX SYySteM..ceceeccccascccscccssssscsssssssssssssssssse ey — ety
K. Decrease Period of Tax Deferral fOr TrUStS..ecececcscsssscsccccssssssccccsns P/L P/L 1.7
L. Payment of Income Taxes Of EStateS.ecescesscccsscscscscscsssscsssscssascanas P/L P/L 0.9
Subtotal: Compliance and Tax Administration.ccccecceccccccccccccsscccccccscccnsscsccsssscas 9.7

VI.—OORPORATE AND GENERAL BUSINESS TAXATION

A. 1In General:

Corporate tax rates (includes capital gains)..ccceccccccsccscccscccssscses =91.7 -87.8 -108.7
Corporate dividends paid deduCtion...ccceeessscscsssssscssssssccsscsscssses =163 -2.4 P/L
Corporate dividends received deduCtiOn...ccceececssccscccsccccacscscssannss P/L 1.2 1.1
Dividend exclusion for individualS...eeeeseccccccsscacsscsccsscacscssscnse 2.2 2.6 2.9
Stock redemption PAYMENtS.seeeceeescscssessccsscsssscassessssassssscsssese P/L -_ -_—
Limitations on net operating 10ss (NOL) CarryOVerS...cscoscessccsscsssasss P/L 0.4 0.2
Recognition of gain or loss on liquidating sales and distributions........ P/L 2.2 2.6
Modification of merger and acquisition ruleS....cecesesccscscecccscscessss P/L P/L (2)
Miscellaneous subchapter C ChangeS.ccseecssecesscccsscsssosssasscssssssasse P/L P/L (1)
Extraordinary dividends received by corporate shareholdersS....ceecsecsscss P/L P/L 0.2
Ordinary income treatment on sales between related entitieS.c.ceeeeecccces P/L P/L (2)
Holding period requirement for dividends received deducCtiON...cccescscscss ?/L P/L (1)

Amortizable bond premium..ceesececsccesccesscsssccsasssasssascssssasssscsss P/L P/L (1)
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B. Rapid Amortization Provisions:
5-year amortization of trademark and tradename expenditureS......ceceececeese 0.1 0.1 0.1
5-year amortization of pollution control facilitie€S...eeececsccccccsccscces (1) (1) (1)
50-year amortization of qualified railroad grading and tunnel boreS....... (1) (1) (1)
Deduction for loss in value of bus-operating authoritieS...eececececccccces P/L P/L (2)
C. Deductibility of Federal Excise Taxes and TariffS.....cceeeeecccccccccccsacns P/L P/L 62.6
D. Other Capital-Related Costs:
Marine Capital Construction FUNd..csseecesessccssscccccssccscccssscsssccns 0.4 (1) (1)
Limitation on business tax creditS.cececcccssscscscesccccsssssscscncnncnne P/L 1.3 0.1
Contributions in aid of construction...... ensessessansans e s anseninne P/L 0.5 0.6
Subtotal: Corporate and General BusSiness TaxXatiON...ccececcceccccccccsccccccccccscssasccccacs -38.1

VII.—ENERGY, AGRICULTURE, TIMBER, AND NATURAL RESOURCES

A. Agricultural Provisions:

Special expensing ProviSionS..eccsecescscscescscccscssscsssssssscsscssccans 0.4 0.3 0.2
Farming and ranching COStS..eeeecccssscesosssssassoscscscasssssssasscsccss 0.9 0.5 P/L
Treatment of certain plant variety protection certificates as patents..... P/L (2) P/L
Dispositions of converted wet lands and highly erodible croplandS....ccc.. P/L (1) (1)
PrepaYMENtS.ccceececscocsescscccscocasesscscasosssssssssossssascscssascncss P/L P/L 0.1
B. Timber and Ornamental Trees:
Reforestation eXpenSeS..cceescecsscessccscessscssssccssssassssscsscssscans (1) (1) P/L
Expenses of growing timber and ornamental treeS...ccceesceccccscccscccccas 2.2 3.7 P/L

C. Capital Gains for Coal, Iron Ore, and Timber:

Capital gain treatment for ocoal and domestic iron ore royaltieS...cceceees 0.4 0.3 P/L

Capital gain rules applicable tO timber...ccccsecccscescccsscccsccsscsssassne 0.9 0.9 P/L
D. Hard Minerals: :

Exploration and development COStS..ccesccccsscescssssssssessssscssssssscons P/L 0.2 (1)

Depletion of hard mineralS..eccececsccccascscssscsssccsssassscssssasssscss 1.7 1.4 P/L

Mining and solid waste reclamation COStS..cceeecsccscccsacsssscsssassssccs 0.2 P/L P/L

Gain on disposition of interest in mining property...ccccecescccceccssscce (1) (1) P/L
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E. Oil and Gas:
Intangible Arilling COStS.eeeesscccsssssssesssssnsssssnsccascscsscccssncas P/L 1.2 (1)
Depletion for 0il and GaSecessssssssssssssassasssansssssssssssssssssnsssss 2.0 3.0 P/L
Gain on disposition of interest in o0il, gas, or geothermal property....... (1) (1) P/L

F. Energy-Related Tax Credits and Other Incentives:

Residential energy tax CreditS...ececcessscccececcscsoccccccssssscsccnnnsns P/L -0.4 -0.6
Business energy tax CreditS.c.eceeceeccececesesecscacsscsscssssssnsssscnes ®/L -0.1 ~-0.7
Credit for fuels from nONCONVENtioNAl SOUICES...cccecccesscccccnsccscsssee (1) (1) (1)

Alcohol fuels credit and tax exemptions; impOrt AUEY..ceeeecececccecccceee (1) (2) (2)

G. Gift & Estate Tax Deductions for Certain Conservation Easement Donations.... P/L P/L (2)

Subtotal: Energy, Agriculture, Timber, and Natural RESOULCES...cccccccccccccccccacnccscane -1.0
VIII.—EXCISE AND EMPLOYMENT TAXES

A. Excise Taxes:

Increase in wine excise tax rates to beer tax equivalent rate......cceeeee P/L P/L 1.5
Adjust alcohol, tobacco, and fuel excise tax rates to reflect

increases in: Price. .ee ses s eessmessonnmneeessse s senssssesssssseesssss P/L P/L 11.2
Collection of diesel fuel taXe.eeesoesscessasssscosssascsscccsssssasascons P/L (1) P/L
Taxicab fuels taX eXemPtioN.ceseeeeeesesssscscsecsesscscsosscsasssasnnnnne P/L (2) P/L

Windfall profit tax exemption for exchanges of crude Oil...ccceececcaccsces P/L (5) P/L

B. Employment Taxes:
FUTA tax (for agricultural WageS)..esseccccessscecsssccsscscassccccascncss P/L P/L -0.1

Subtotal: Excise and EMPlOYMENt TaXES..cceceeccccccscccccccccccccscccacscccascsscsncassess 12.5
IX.—FINANCIAL INSTTITUTIONS
A. Reserve for Bad Debts:
Commercial DankS.ceeuensesconssssocsessissnsessoensissssossisansssssisssss 2.1 2.5 3.5

Thrift inStitutionS..eeeeeeesscccescsescscscasscscsccoscsscscassncssasscons 2.0 0.8 0.9

B. Interest on Debt Used to Purchase or Carry Tax-Exempt ObligationS...cccceees 0.4 0.3 1.3
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C. Reorganizations of Financially-Troubled Thrift InstitutionS...ccececcceccces — 1.4 0.4

D. Credit UnionS....cceecccccsocnosnonnsosssnssssanisssssssassssssasssesssssassss 1.3 P/L P/L

E. Special Rules for Net Operating Loss Carryovers of Depository Institutions.. (1) (1) -1.4

F. Treatment of Losses on Deposits in Insolvent Financial InstitutionS......... ?/L (2) P/L

Subtotal: Pinancial INSEitULIONS...ceceessescesceescessenncesssnscensssessessennsensanses 47
X.—FOREIGN TAX PROVISIONS

A. Foreign Tax Credit:

Foreign tax credit 1imitatioN..eeceecscscecccssosccsccsscccscscccossasnanns 9.3 2.1 1.9
Credit for taxes in lieu Of iNCOME taAXES.cceeecccocssccscssscscassscccnnes P/L 2.1 1.8
Effect of losses on foreign tax credit..ceceececcccecccceccccacscssasancncs (6) 0.1 0.1
Deemed-paid credit..cceeescecsceoscasccessescasscssscacssassssscacsssscacns () 0.3 0.3

B. Source Rules:
Income derived from purchase and sales of inventory-type property...ceceee 3.5 0.3 (1)
Income from manufacture and sale of inventory-type property..cecceccccccces (6) 1.4 (1)
Income from the sale of intangible property..ceccecscecscsccccscsscccscsncs (6) (1) (1)
Income derived form sale of other personal Propertyeceecscsccccscessccsses (6) (1) (1)

Transportation INCOME...ceeccsccscsscccscscscscssccsscsascosssscsssssssssanss (6) 0.6 0.6
Other offshore income and income earned in SPACE...cceccvcscccccsscsccsnes (6) (1) (1)
Dividend and interest INCOME...ccessscscssnesssasssasoasnosssenasasnssisss (6) 0.1 (1)

Allocation of interest and other eXPeNnSeS....cccccesccccsscsccccscsssccsss (6) 3.3 1.4

C. U.S. Taxation of Income Earned Through Foreign Corporations:
Tax haven income subject to current taX....cceecescccssccscesccsscssscacne P/L 1.5 0.5
Application of accumulated earnings tax and personal holding
company tax to foreign COrporationS....ccececssccecccccccccsccscsccccssss P/L (1) (1)

D. Special Tax Provisions:

POssession tax Credit...ceeceecceceecsecssssessscsassccsssascasssssssssssasns 0.1 0.3 0.2
Other rules with respect to U.S. pOSSESSiONS.sececsscsssccasscccsasssscass (1) (1) (1)
Taxation of U.S. employees of Panama Canal COMMiSSiON.ccsscscaccscscsscsscs P/L (1) (1)

Foreign Sales Corporations (FSCS).eeceeeecseeccccscsssscsssasosssasssasssss P/L 0.6 P/L
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Private sector earnings of Americans abrOad..cseeescesscessssscssccasncnse P/L 0.2 P/L
Transfers of intangibles to related parties outside of the U.S..ccesecesee P/L 0.3 P/L
Compliance provisions applicable to U.S. persons resident abroad....eeeec.. P/L P/L (1)
Foreign investment COMPANIES..cccecccccacscsscscsacssssssasssscscscssssascse ?/L 0.1 0.1

E. Foreign Taxpayers:
Branch—-1evel taX..ecsecseccsscsccscsssscsoscsssesscassscsosssssssasssssoss (1) 0.1 0.2
Retain character of effectively connected inCOME...cceecscsscccccccncocncs ?/L (1) (1)
Tax-free exchanges by eXpatriateS..ceecccscecescccsscsscssssssccssassccases P/L (1) (1)
Excise tax on insurance premiums paid to foreign inNSUrerS.....ccececcccces P/L 0.2 P/L
Foreign investment in U.S. business assetS...eeccecscccsscscscccsccccsscane P/L P/L 0.4
Withholding tax on interest paid to foreign PersSONS...sceecccccccccssccsss ?/L P/L 0.3
Reporting by foreign-controlled U.S. COrporationS...c.cececscsccccsccscscas P/L P/L (1)
Foreign investors in U.S. partnershipS..ccececessscssscssssssccsssscscccss P/L P/L (1)
Income of foreign gOVErNMENtS..eeessecssscsscenscsssscssscsssssscsasssscns P/L P/L 0.2
Transfer prices for imports (SeC. 482) .cccsececesccosscsccssscscssssssnccasns P/L P/L (1)
Dual resident COMPANIES.csecceescscssscscscssscsssssosssscscssssasasanssncs ?/L P/L 0.2
Interest paid to related tax-exempt PartieS..ccccsscsccsccccccsssssccsscns P/L P/L 0.1

F. Foreign Currency Exchange Gain O LOSS.sssssssssscsssssssssscscsscsccssannes (1) 0.1 (1)

Subtotal: Foreign Tax ProviSionS...cccececcccccccccccccscacscsscsccsccccccaccccccccseccccce 8.2
XTI .—INSURANCE PRODUCTS AND OOMPANIES

A. Insurance Products:
Life insurance produCtS..ccescecsccscsccsscscsscsssssscscssscsssscscasssnsss 0.2 _— ——
Other policyhOlder iSSUES..essccscscssescsscscsscsescsssssssssscsssssssoncss (1) (1) (1)

B. Life Insurance Companies:
RESEIVES,ccecsccecssssscscssssccscsssesssscssssessssscscssscscssccssssoscs 2.0 P/L P/L
Special AedUCtiONS.cseesscsssescsesssssscsssscsssssssssascsascssssscsssccss 3.5 3.5 3.6
Tax-exempt entities engaged in insurance activitieS...cececscesccccscscsss P/L 1.8 P/L
Operations loss deduction of insolvent cOMPANi€S...eseeecsscssscssccccccne P/L (2) (2)

C. Property and Casualty Insurance Companies:
Reserve deductionS...cccececcccccccssccvtcsoccencccscesscanceccanscsnsscsne 4.8 4.8 5.9
Policyholder dividend deduction for mutual COMPANieS..ccsececescscsaccccans (1) -_— P/L
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Protection against loss account for mutual COMPANi€S...eeecccscsncsccccscs 0.4 0.4
Special exemptions, rates, and deductions of small mutual companieS....... (1) -0.2

Subtotal: Insurance Products and COMpanieS....ccceseccccccscccccascsssssscsccscacascscccns
XII.—INTEREST EXPENSE

A. Nonbusiness Interest Limits:
Interest subject to limitation...ceceeccsssecsscssnosssasssscssnsssssscssses 2.4 0.4

B. Deduction for Interest on Loans to Make IRA ContributionS..c.ceeceececcecese P/L P/L
Subtotal: InteresSt BXPeNSe...cecceccccscccsscscssasssssscssassssssacscscsssssascssscsnsase
XIII.—MINIMOM TAX
A. Individual Minimum TaX...ecceeeeeeescsscccccsssoscesssssscscsssssscssssncnse 1.6 19.1
B. Corporate Minimum TaX..cscecsssssessssssssvasssssvsasssssnsassssesssssssssnse  L0:d 5.8
Subtotal: MiniMm PaX..eeeeeecccccccccccccsscncccssscssssssscscccssossscsssansscssscsssssans
XIV.—PENSIONS AND DEFERRED OOMPENSATION; FMPLOYEE BENEFITS; ESOPs

A. Treatment of Tax-Favored Savings:

Individual retirement accounts (IRAS)..ceeccesscccccccsscsesscssccscssccss =346 (2)
Qualified cash or deferred arrangements (sec. 401(k) planS)...ceceecessses 15.9 4.7
Employer matching contributions and employee contributionS....cccececsccscs (6) (6)
Unfunded deferred compensation arrangements of State and local

governments and tax-exempt empPlOYerS.....ccceseccccccsccscsscsssscscacsse (1) (1)
Deferred annuity CONtraCtS..ccececcessccsssesscssssscscsssssassscsssacscss 1.2 0.2
Elective contributions under tax-sheltered annuitieS...ccccececocccscccccs ®/L 0.3
Special rules for simplified employee pPlanS...ccccecsesccccscsccsccsacsacs P/L P/L

B. Minimum Standards for Qualified Plans:
Nondiscrimination ruleS..eececescesscscsscossscsscscossansasssssssssassncss (2) (2)
Benefit forfeitUreS.ceeecscccccscessscsecessscacscasssacssososssscscssssnsss (2) (2)
Vesting.eceeeos LSRR R RS S RS LTSRS RRA SRS SR LRSS R EERT S P/L P/L

10.4
(1)
10.4

24.9
20.9
459

(7)
)
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C. Withdrawal of Benefits: :
Uniform minimum distribution ruleS...ceecesscccsccsasecccccsscscsssssscccss (1) (1) (1)
Withdrawals before age 59-1/2.cceececccacsccsccsssoscccascsascscsscasssnns 1.9 2.1 2.1
Uniform tax treatment of AistributionS..ceecceccesscccsccsscsscssscasscese 10.6 8.1 8.0
Loans under qualified pPlanS...eececsccccscsssccscssssscscsssssccssscacncns (1) (1) (1)

D. Tax Deferral Under Qualified Plans:
Overall limits on contributions and benefitS...ceeeeeccccccccscssccccccees =0
Deductions for contributions to qualified planS...ecessccsscsccccscscccces 0
Asset reversions under qualified PlanS...ecceecccscccccccscsccsscccascaccns 0

E. Miscellaneous Pension and Deferred Compensation Provisions:
Plan amendments not required until January 1, 1988....cccececcacccsccccscs P/L -_ —
Discretionary contribution PlanS..c.ceeecescccsscescssscsccsccscssscscscascs P/L (2) (2)
Requirement that collective bargaining agreement be bona fid€.eeseeecceasee P/L (1) 1)
Penalty for overstatement of pension liabilitieS....cececeeescccccccsccces P/L (1) P/L

F. Employee Benefits:
Statutory employee benefit exclusions:
Employee benefitS.ccecceceseseccccccsosessscsssesossssssscsssscsscsssses 12,4 -0.5 -2.2
Health insurance for self-employed individualS...cccececcssscscscssscscss P/L P/L -3.2
Nondiscrimination requirements for employee benefit planS...cccecececcsccsces 0.5 0.6 0.6
Benefits provided under a cafeteria PlaN.c.cccccccsceccccsoscssccsascscscns (1) (1) (5)
Prizes and aWwardS...ccceceeccsssccssassssccacsssscssssssssssacsscscassacase (1) (1) (1)
Accrued vacation PAYeeececcccccscccscssoscsccscsssossscascssscsssscsansses P/L 0.2 0.2
FACULEY hOUSING . e eniea oo siinessnmeinessnonesssssasssssessesssosssssssssssesss P/L P/L (2)
Health benefits for retireeS...cceeececccscsccescssssscsscssccsscascscansns P/L P/L -0.1

G. Employee Stock Ownership Plans (ESOPs):
ESOPs as employee benefit pPlanS..cceecccesscesscsssscssscasccssccscssscsas (1) (1) P/L
Incentives for ESOP finanCing..eceecececcsccsscacsssasccacssoscsccsscnscnsne 0.1 5.8 P/L

Subtotal: Pensions and Deferred Compensation; Employee Benefits; ESOPS..cccccccccccccccacs 5.9
XV.—RESEARCH AND DEVELOPMENT

A. Expensing of R&E Expenditures; Incremental Research Tax Credit:
Expensing...... T NI I T P/L P/L P/L

Incremental tax credit...ccsceccsscccccccecsccccscancccccacossssscscccccas —4.6 -3.7 -9.3
Donations of scientific equipment...ccccceceses 5 EiE 5 e 6 wieie s s e se e e e P/L (2) P/L
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B. Allocation of Research Expenses to Foreign Source INCOME..cccecscscsccsccacs P/L -0.5 -0.7
C. Personal Holding COMPANieS.ceeeseescecscessccsssesssscssssssssscssssssssscns P/L -0.1 (2)
D. University Basic Research Credit..ccceeseccccccscccccsccssssccssscossscssansne P/L -0.3 -0.5
Subtotal: Research and DEVElODMEN......ceeceeesccccccncesasnncsaasnnnsesasnnseasnneenanee —10.5
XVI.—REAL ESTATE PROVISIONS
A. At—RiSK RULES.ceceeceecncseccccaccecasasssscsasssssccsssacssssssonssascsssne 0.1 (1) (1)
B. Tax Credit for Rehabilitation EXpendituresS...eececeeecscccccssccccssscscscns 7.2 4.0 4.3
C. Low-Income Housing:
5-year amortization of expenditures to rehabilitate low-income housing.... (1) (2) P/L

Credit for low-income rental hOUSING..esceececssessocccassoscccsssccacscccase P/L P/L -1.1

D. Real Estate Investment TrUStS..cceeeescosscscsssssccccsssscscscsscscsscsanoas P/L P/L -0.1

Subtotal: Real Estate ProviSionS..ccccccccsccccsccccscccccsccsssccccsscccasssscacasssscces 3.2
XVII.—TAX-EXEMPT BONDS
A. General Restrictions on Tax-~EXempPtiON...ccecececcccssccsssssscscccscscsssnses (8) (8) (8)

B. Tax-Exempt Bonds for Certain Nongovernmental Activities:
Industrial development bONAS..cceececssssscesscesscsossccsseoscasssasscncnse (8) (8) (8)
student 1oan boNdSceseesenessanennessonsesssaanssonssonssnnssssasessssnses (8) (8) (8)
Mortgage revenue bondS...cceececscscscscscscsccasessscssssssssssssscscnsss (8) (8) (8)
Tax—exempt bonds for section 501(c) (3) organizationS.ceececesccccscesscsae (8) (8) (8)
Qualified redevelopment bONAS..ccecesssssosccsssssscsccnssscsscsssccascsce (8) (8) (8)
Miscellaneous restrictions on tax-exempt bOnNdS.ececcecccccsecccscssccasccss (8) (8) (8)

C. Volume Limitations on Nongovernmental BONdS...ecceececssecscscessscasscssscss  14.3 4.0 3.6

D. Arbitrage Restrictions:
Profit limitations and determination of bond yield....cevececcscccossscces 0.1 0.1 0.1
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(1)

Prohibition of advance refundingS...ccececcecescocsscocscascsssssscsasccnns 0.6 2
0.1 1 P/L

0.
Restriction on early issuance of bondS...cceceesccasscsssccsccsscsscssnnsse . 0.
E. Information Reporting Requirement for All Tax-Exempt BoNdS...ecceccsccccccccs === — pam—
F. Special Transitional EXCEeptiONS..ecccsecosccssscsscscssssssscssssssascssssas P/L -1.3 P/L

G. General Stock Ownership Corporations (GSOCS).cceescossscccnssssvccsccsscccns — —_— —

Subtotal: Tax-EXempt BONAS.ccceccccccosccsccccsscssscssscsscssccscessscssscsscsssssassscsss -3.5
XVIII.—TRUSTS AND ESTATES; GENERATION-SKIPPING TRANSFERS
A. Unearned income of a MinOr Childeeecccececcccceccccccsccascscscccascscsscccs 1.2 1.4 0.5

B. Income Taxation of Trusts and Estates:
Trusts other than grantor truStS...eeeccecsssscssssssnssssssossssssscssssses 1.1 0.6 1.0
Taxation of trusts after the death of the grantor..cceecececcececsccccccses (1) (1) P/L
Taxation of distributions to beneficiarieS....ccececcececsoseccscscccsccse (1) (1) P/L
Taxation of previously accumulated inCOME.....cceeeccecccsecsccsssscscscns (1) (1) P/L
Grantor trUSES..cceeccecesccsccsccccsccscscscccsssescssscssscnssncsosascsasncs 0.1 0.1 0.1
EStateSsiccscacasccccecosssccesssccnssscsscsssscosssossssssecsscssssnsascsnsas 0.6 0.2 0.2

C. Generation-Skipping Transfer Tax:
Taxable transSferS.cccecccecccsscccssscecccssscssosscccnsssssncsscsasssssns (1) (2) P/L
EXemMPtion: Trom Eak.eeeeenseesseessosseesssssieesssnionesesessssssnsssenne (2) (2) P/L.
TaX LAL@uceceosccsssecsnscasessssnssosnssssssnosetonssnssssssossosesessssss (2) (2) P/L
Credit for State taveS.sscssssnnnssosssososerisssrssionssseniosessoosssssoss (2) (2) P/L

Subtotal: Trusts and Estates; Generation-Skipping TransSferS...cccccccsccccccsccscscssscscs 1.7
XIX.,—MISCELLANREOUS PROVISIONS

A. Expiring Provisions:
Tax credit for orphan drug clinical testing...eeeccecsscccssssccsssasscase P/L (2) P/L
Expensing of costs of removing architectural barriers to the-
handicapped and €lderly.cccccesccccscosscscsccasssssscsssccssssassssesssns P/L (2) -0.1
Rules for spouses of Vietnam MIAS....cccesececaccssscscsssscscsasssssascce P/L (2) (2)
Targeted jobs tax creditisecescccsscesceccccasccsscccscssanssssecccscnssss P/L -0.9 -1.1
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B. Olympic Trust Fund and EXCiSE TaX..ceeeececsssscccsssssssessssscssssasssssss P/L (1) (1)

C. Exempt Organizations:
Exchanges and rentals of membership lists of certain tax-exempt

OrganizZationS.ceeeescesccsccesscescesasssscssssscsssssssssscssssassssnsss P/L (2) -0.1
Distribution of low-cost articles by charitieS..eeeeececsssccccsscccassane °/L (6) (6)

Tax exemption for certain title-holding cOmMPaNieS...cccccsccscccscccscacces P/L P/L (2)

D. Allocation of Housing Cooperative Interest and TaXeS....eecescesoscssccsscss P/L (2) (2)

E. Foster Care PaymMentS...cceceesscsssssasccsssosscsssssassssssassssssssscsssss P/L (2) (2)
Subtotal: Miscellaneous ProviSionS.ccececcccccccccscsccsccccsccccscassccsesesccsscsssscces -1.2

GRAND TOTALiccecocecccorsrasosoncssccosssoscossacssssssscscssressssnsassocssasessssssensssosnsasvesecens 2.1

Joint Committee on Taxation
April 4, 1986

(1)
(2)
(3)
(4)

(5)
(6)
n

(8

Gain of less than $50 million.

Loss of less than $50 million.

The impact of this provision is included in the estimate for item XVI. C. (Credit for low-income rental housing).
The effects of changes relating to capital gains are included with individual and corporate rate changes (Parts I.
A, and VI. A.).

Negligible.

Estimate for this provision is included in the preceding item.

The preference for tax-exempt interest is assumed not to apply with respect to bonds issued before January 1,
1987.

The impact of this provision is reflected in item C. XVII. (Volume Limitations on Nongovernmental Bonds).






