August 4, 1986

OFFICIAL HOUSE OFFER

UULNT CUMMLLITEE UN TAXATIUN
JCX-20-86
REVENUE ESTIMATES, PRELIMINARY

Provision

Fiscal Years 1986-1991

[Billions of Dollars}]

I - INDIVIDUAL INCOME TAX PROVISIONS

15- and 27-percent rates......... o6 ip ol o 6 0 8 fui 6 e 8 P T T Ty upR
Relief from individual rate and standard deduction staggers.......... (¢))
Increase in standard deduction.......cceviiecieineniniennnnnn cecenses ~41.8
Personal exemption increase............... oo aisinie siusEinie NSO mie e ~130.3
Floor under itemized deductions.........cicvevevunnnn. w1010 0 o A e 17.4
Repeal second earner deduction........coieiieiieenncnnnennnnnnns vawwe 2040
Repeal income averaging......... ceeevecssscearanas S e s .8.9
Increase the earned income tax credit (4)......ccceieiieiinnnnnnannnn -14.8
Taxation of unemployment compensation..... ceEns s e s s ey s 3.5
Limit exclusion of scholarships and fellowships................ sesEmE 0.5
Taxation of prizes and awards...... GrEmwe e Ees s e W s e e e e (2)
Repeal sales tax deduction.......c.coeieeeeecncncnnnnnn S e e R e s 0.0
$100 floor on charitable contributions deduction for nonitemizers.... 0.0
Increase medical expense deduction floor...........ccocvviinnceennnn. 6.1
Repeal deduction for special needs adoption expenses....... ceeeens e 0.0
Limitations on deductions for meals, travel, and entertainment
Individual......... [ setsasenensseesenressesses P T I [y 5.2
Corporate......ceceeun 55615165 5 5 Wi B 10l SR R oo aisn 6.3
Miscellaneous itemized deductions, employee business expense......... 19.7

Repeal political contributions tax credit............... e ceeee 0.6

House recedes.#

House recedes, with an amendment of 1/1/87
effective date.#

House recedes with an increase from $600 tc
$750 for elderly and blind who are single
(Senate offer).#

House recedes.

Senate recedes, with an amendment reducing
the floor to $350 each for the taxpayer ar
spouse, and eliminating the floor for othe
dependents.

Same in both bills.

Senate recedes (item in President’s
Proposal).

House recedes, with amendment raising maxi-
mum credit from $700 to 800 and changing
phaseout range to $9-17,000 (Senate offer)

Same in both bills.

Senate recedes (item in President’s
Proposal).

Senate recedes.

Senate recedes.

House recedes.

House recedes, with amendment providing a
7.5% floor.

Senate recedes.

Senate recedes (see Note b).#
Senate recedes, with amendment providing a

floor of 2% of AGI (Senate offer).#
Senate recedes.



Provision

Fiscal Years 1986-1991
-{Billions of Dollars]

Subtotal, Individual Income Tax Provisions

Individual...oiievieeinniennnecnnecnennncannas TR L 7 N
(6] of 113 o 1 e ceesenae 6.3
TOLAl...ccecoccoccosacoscccccsscssosscacosnsanans ceeee. -291.2

[ - CAPITAL COST PROVISIONS
Depreciation, expensing

Individual..... 8 e w8 e e e e et & e s W v e e e w e e e u e w e e e 5.5

Corporate......cocuee. . Cesesceceesatiananans ceeteeeaeen eee 18.0
Investment tax credit

Individual.....oiiiiiiiinecienennnnnanns 5 b e 9 CEER TR R ae 22.5

Corporate..... veteeanaes cesecscaans cesecccens e . 128.6
Repeal finance leasing

Corporate.....ccceeevceecccccccans P Y . 1.3
Credit limitations

COLPOLALE. e ccecssssscccsacsssssoassscnanscassossssososcscscstscncs 1.0
Incremental Research Tax Credit

Individual.......cocevee Sebhentiasant upes e rnannieensisesnoaenne .ee :0.3

Corporate......c.oc... R g siis i B el ey e oo e -3.8
Charitable deduction for donations of scientific equipment

Individual.......... T RIS ITIT S T T T ceveenes (3)

Corporate....... cessssacsnsssnsanaasennnasees o iein wnsi 0 e v s (3)
Orphan drug credit

Corporate.......... teseseteasaennas e teeaaen *

Amortization of trademarks and tradenames

Individual..... o o 010 0 e ) 616 6 .0 e o e o s e e s e e 2)

Corporate........... R P P T T T R LT T T 0.1
Repeal 5-year amortization of pollution control

INAIVIdUAL: ccciovevensnarnssnsnassnossssemeasessannnes smissineenn ciesine (2)

COrpPOrate...cceecceccsccccacccncas teesccesaas B *
Repeal 50-year amortization of railroad tunnels and bores

Corporate........... oo ine s o e ae e S e e e Tl s g oion misimn e teinin wis sl . (2)

Expensing for removal of architectural barriers

Corporate.....eeeeecee oo i 6 P PR imim e iwiein @ 8 e i swwaie -0.1
Rehabilitation tax credits

Individual.....cccoviiinnnnee. et eteeetee e, o eiore wisie s el s Ee 3.2

Corporate......cooceveuen ceeuRE G ERRER e smsawe e Sswn s wneae o weiw e 1.0

Compromise ACRS system, with all transition-
al rules open.#

Same in both bills, with all transitional
rules open.

Same in both bills.

Same in both bills.

Senate recedes.

Senate recedes.

Senate recedes, with a 3-year extension (see
Note b).

House recedes.

Senate recedes (item in President’s
Proposal).

Senate recedes (item in President’s
Proposal).

House recedes.

Same in both bills, with all transitional
rules open.



Provision

Fiscal Years 1986-1991
{Billions of Deollars]

Retain 5-year amortization of expenditures for rehabilitation
of low-income rental housing

Individual............ . TR ER TSRS Besean envEeise EEvEwEE §E Py *
Corporate....cceeveeee cessecesscseoccssess Geeresssessenscassee PP *
Lov-income housing credit
Individual........ RO PP s ee e e s e e G -4.0
Merchant Marine Capital Construction Fund
COLPOrate..cosscorsssnsasssnoasssivassonvssossnssesns T T 2)
Subtotal, Capital Cost Provisions
Individual....ieiviininenencnconcncnnnns Cetetiseeteeeaeeans 26.9
COXPOLAL@.cccccetsococsosssscccssssssescsonssnsossssccsssse 146.1
Total......ccceen. SR eRaE & 6 e 6 6 @ e B B S 86 173.0
III - CAPITAL GAINS AND LOSSES
Capital gains
Individual.....cooiviviiennnniennnns sEdamne Sees v FRes FEEE R BEVEES 1)
COrPOrate, .ccoveenenencenncsenanssonacnnns separsassennsses cnree 5 ()
Incentive stock options
Individual........... simaseitesnevasenn ey iaeeisse $ 88 %R S nd *
Straddles
Individual........oovennnen s e oo % 80 % ssesn *
Corporate....... ssssbsesessaseessennnnse 0 e e e R B . *
Subtotal, Capital Gains and Losses
Individual..cccvecicasscinossssnssssesnossocnconsssosnnsosas *
L7 3 o 1+ o - *
Tota)eccnnvrsonmwoconeonssses cosesvscnsssncsraesvesnene *
IV - AGRICULTURE, TIMBER, ENERGY, AND NATURAL RESOURCES
Special expensing provisions
Individual....coeeinienireieeeeeeuecoosascascossossnsccssassnsnnnas 0.3
COLPOrAL@. . vveeeoesnesssnsecsssssssscsvosssosssssasnsas teessesseas 0.1
Preproductive period expenses of farmers
Individual......... v ReE s SeREEEEETR s eEs TRy e seeveeaEe 0.6
L0703 q 110 o - 0.2
Prepayments
AP 0.1

Individual........co0vnnenes R T LT W R .

House recedes; combine lov-income‘housing
provisions into a new credit.

House recedes, with an amendment adding Sl
billion of additional incentives. Struc-
ture of credit is left open.

Senate recedes.

House recedes.#

Senate recedes, effective 1/1/87 (Senate
offer).#

Senate recedes.

House recedes on covered calls; Senate
recedes on other provisions.

Senate recedes (item in President’s
Proposal).#

Senate recedes.

House recedes, with modifications.#



Provision

Fiscal Years 1986-1991
[Billions of Dollars]

Preproductive expenses of growing timber
Individual.........ccceennns . s TR GBS e csses s
COrpOrate. .ocveeneeeoccarossssssncccsssncnss brda bah R B

Repeal 84-month amortization, 10X credit for reforestation

Individual........coivieennnennnnnen a5 o o in ioiet 01350 6 Ik i ot oiene i imintoi el

Corporate...... tesecesessccscsssecssnone sessssesssncsesnseserseesee
Capital gains treatment of timber income

COrporate...ccceeececceccscnconsnnsan O R AR R ww
Intangible drilling costs

INdividual. . oceneeeeeereroneeonenenconososssacsasssnascssnnanns e

Corporate....cceeeeee AR NSNS AR S LR PSR SN SRS
0il, gas, geothermal depletion

Individual............ Y I AP I PR SN bpead R REE e i bbby

Corporate......... seeesnimneninne ey o s inieiwisinioe e gie win e e7ei 0 8 w100 iwai i
Gain on disposition of interest in oil, gas, or geothermal property

Individual...... sssaETi R I P P I gy S0 8 6 6 b 88 66 ek RO .

Corporate...ccceeeecccccccnscncas tesecsecctrccccerrcann Sims e niee e e
Mining exploration and development

Corporate...coceeeecenccccccnns L A SO 5
Hard minerals depletion

Individual...... SN0 (8 L S RN I8 A e voinie siew e

Corporate.....coeeeecennns P GEEe e e s 6o .o
Gain on disposition of interest in mining property costs

Corporate.....eeeceececces 1 0 8 I 8 0

Capital gains treatment of coal and iron ore royalties

Individual........... LT D T L T Sy il L L LT
Corporate...... cosevan cecsveccteerstrsanacnse i e e 8 e e
Energy-related tax credits and incentives
Individual.......coievennnnnn ammesesseaibny S T L T TTrToe
Corporate....cecceececces Y ceerencann
BXCIS@eeeecerersancsecessccsosancane winih ee n A b o e b G vesas
CUStOMS. ccccevoosssscnnes T A S e PO P

Subtotal, Agriculture, Timber, Energy, and Natural Resources
Individual..... Yeae ensmiensinne ca b e E RS ST S e ee e eretennens
Corporate....... teececcecesscsssenrecnns teesssoses [P

Senate recedes, with amendment providing
that preproductive expenses are amortized
over 5 years, deleting House requirement to
use straight-line depreciation.

Senate recedes (item in President’s
Proposal).

Treat as ordinary income, effective 1/1/87.
Senate recedes.

Senate recedes (similar item in President’s
Proposal).#

Senate recedes (item in President’s
Proposal).

Senate recedes.#

Senate recedes (similar item in President’s
Proposal).#

Senate recedes (item in President’s
Proposal).

Treat as ordinary income.

House recedes on residential solar; compro-
mise on nonconventional fuels; taxicabs
open; Senate recedes on remainder (10%
business solar credit in 1988 (see Note b);
similar item in President’s Proposal).#



Fiscal Years 1986-1991

Proviaion [Billions of Dollars]}
Excise......... Ceeeesaeaaes et ssetessnsecissesosssnonseee . *
CUSTOMS . o s vmsssnmomunensmnssassessssssssse sesssamsseee sossunnn *

Total.iiicisissssnsscomsvinnassseovss PR ese RN e 6.4

V - TAX SHELTERS, INTEREST EXPENSR
At-risk rules

Individual........cc0veenne S8 EE e e B s ST EE s (T b b e 1.2  Senate recedes.
COrpPOrate. cocenesasersssesrsoossmesosnsossnssssssss w08 (0 i o5 8 0w 5 -1.2
Limitation of passive losses
Individual......cciviieienneccenncanns S s TV sEeeane e vaess 32.1 House recedes, with amendment providing no
COrPOrate. . it vrieeeacecceocesoessasonsosssssosonsnssaassnanns cees -12.2 exception for working interests.
Limitation on deduction for nonbusiness interest
INAIVIAUAL « oo conummpmnamenmnssamesene eses snaises snsessss weseins s 26.2 House recedes.#
Subtotal, Tax Shelters, Interest Expense
Individual.......... Sisesemsesessssansusesssess - 1
Corporate....... ceseee tesesssesesans cesceas cesseaes creeeeas. -13.4
Total.ccooercarsvesnsansonscnssncsse cemisen e ceeeess 46.1
VI - CORPORATE AND GENERAL BUSINESS TAXATION
33-percent top corporate rate
COrporate...ccoeeeesecceccnnns wewbbsensedisbabiesembeEsinsEnsbEe «.. -124.7 House recedes.
Dividends paid deduction
Individual ccivissvsanssnnsnssmosvacsansssmss T T P P e oo 0.1 Senate recedes, with modification (item in
COrpOrate...cceveereencanennnans sessbebeEaEs T Geseveectesses 6 Suech -2.4 President’s Proposal).#
Dividends received deduction
COrporate....ceeeeevenanns GEEEG HEvEEe HEeE e mEw e e s e 1.1 Senate recedes.
Extraordinary dividends
Corporate.......coceeeens sessnmmssenase T P A 0.2 House recedes, with modifications (see Not
b).
Dividend exclusion
INAIVIdUAL. s s cnsnmunssonmmranmnoseseansanssansseens Ceterreetaeaee 2.6 Same in both bills.
NOL carryovers
Corporate......ccoeveen misie siusme vaa e pasSd o TIN5 bW 55 b e ain e s pin 0.3 Compromise proposal (keep House rate and

business continuity requirement; modify
House investment asset rule; keep Senate
built-in deductions and capital contribu-
tions; modify Senate bankruptcy rule).#
NOL carryback tax rate limitation
Corporate..... eeeen ceeees R oo o8 s ke Ceectssscnnrsens 0.0 Senate recedes.



Provision

Fiscal Years 1986-1991
{Billions of Dollars]}

Recognition of gain or loss in liquidations
Individual......covvviiiinnnnennnen. ceETEE e s w s e
Corporate...

sseerescesssss cesssssscse sescsense sesseesscssssesessens

Basis allocation

Individual............ P e P seevanase sses
COrporate...ccceeeseceosscccccccnsscscocnssasanns ceceresecens cesseeas
Real estate investment trusts
Individual....... tesseessesscatesseriossssacnss SseseEe e e seas
Mortgage-backed securities
COrporate...coveeeesescccncnnonannns e e Gawe s oo in ity fl 0w e e
Regulated investment companies
- Individval........c.cvvennn. L T L T T G658 EE G e Sy ..
Bxcls@.cceeeccccanccncsns esavmens SRR — FRee s ey sesm
Personal holding companies
COrPOTAtCeccuvisnvssossinsovien sosnesosnssseosssissssssos sawsee -
Subtotal, Corporate and General Business Taxation
Individual.................... .......... S — i 00t s o s 81 0 1
Corporate.......ceccue.. sesescsans cesesctsacans ceseenes cesccns
Excise.ceeceoecceeccccncenne & e ceessesesan cecene

Totalessvivoivssinsssanisnsnisasssn rinenessmmen s ey

II - MINIMUM TAX PROVISIONS
Revise the alternative minimum tax

Individual............ e sescccecsesesctncnncnnan SR o 8 rai —
Revise corporate minimum tax .
COXPOTALE. s csnosocicnsssssaasssssenssssossssssseonstsorsssssesssnee
Subtotal, Minimum Tax Provisions
Individual...... GeRRm s RS GEEvEeE ES TS e E e R $5%
Corporaté.......... cecscscans sseisvesseanes I I T

TOLBL . cnioenonenmasnsmomasnnmassse easeeematess e nyen e

III - ACCOUNTING PROVISIONS
Limitation on the use of cash accounting
Corporate......cececeevencnncens R N e p PR seee

Sovw © o0 O
=

-12

(2)

3)

-~ W

T 3
——0 N

2.7

Senate recedes, with changes in effective
date, permitting binding contract for sale
of company or substantial completion of
liquidation by 8/1/86; revised rule for
small, closely-held corporations requiring
substantial completion of liquidation by
1/1/89.#

House recedes.

House recedes, with modifications.#
House recedes, with modifications.#

House recedes, with modifications.#

Senate recedes.

House recedes on rates, with modifications
(a) providing broadest base as between both
bills, (b) replacing book preference with
e&p in a revenue-neutral manner, (c) pro-
viding a carryover of disallowed interest
(see Note b).#

Senate recedes, with technical modifications
(similar item in President’s Proposal).#



Provision

Fiscal Years 1986-1991

[Billions of Dollars])

Simplified LIFO for certain small businesses

Individuval........ ivennddenas cebeuhass ST b e 8GR e -0.2

COPPOLALE. ccnvrssemrossrnnssevasssunsaunpssssnssesssonsnsens ceeanes -1.8
Recognition of gain on pledges of installment obligations

Individual...... . iiiiirenencenncanannans §diemagdas 5 0B Reh aEE h 0.2

Corporate......... sesetssasesssetessstssscensassstesereassssetsnee 6.2
Capitalization of inventory, construction and development costs

INdIVIdUAL. cocveswsssnimansesansssmesasseasisenes A R e 2.3

L0111+ o ] I SEST AP 28.5
Long-term contracts

Individual....cscoaavannass 0o 610 R 6 L 0 6 8 e L 6 w0 0.

COTPOrate..ceeecreresecsnaccnsnsosccnsacsas GRS e e 8 R P . 713,

6

6
Repeal of reserve for bad debt for nonfinancial institutions

Individual....ciitiieiieeeeeeseeennneceasonsacssessnasecsnssnnsans 0.4

COrporate...ccceeeccccecrcocccancnccccanes 5t 618 ot 0 S e e 1 6.8

Partnership, Sub S, and personal service tax year conformity

Individual....... 6 e 8 U6 606w e v e e s 1.7
Qualified discount coupons
Corporate....... resessssence e cevesessescesccas 0.1

Require utilities to accrue earned but unbilled income

Corporate.......... someTmemmes g PP Jar seseces b 1.5
Contributions in aid of construction

COrporate....ivssscssccisssssonsess SewEee e T T T, oo 6ie 0 n 6 e 0 6 0.5
Discharge of indebtedness

Individual........ o (/00 5 Eof w10 1 o )0 Ve S le 0 imie o ke ot ) 811 18 e1e)m wieiin(e 82w in e 0.0

COrPOLALe. icivisisisssasassossssnosasosssvssessesssssnassnasasnsss 0.3

Subtotal, Accounting Provisions

Individual.....cocivieinnennennennnnns cswmiens oimem e e s .. 5.0
Corporate..... teerecccccescrsscesnrsons ok oS R S e SR e s 58.4
TOtAlececeeeooecccnasecccccacsasccncccsocccsacacsanasss 03.4
IX - FINANCIAL INSTITUTIONS
Limitation on bad debt reserves

Corporate...........c... P e PR R Py ereiseseens 4.6

Disallow interest to carry tax-exempt bonds
Individual............. o seasaresiessoeneennsee e see 4.6
Corporate......... L8 6 8 6606188 e ey 6 86 I T e eI W e 5.0

Senate recedes.

House recedes, with modifications.#

Senate recedes (similar item in President’s
Proposal).

Senate recedes, with modifications.

Senate recedes (item in President’s Propos-
al). House recedes on use of reserve
method for dealers’ guaranteed debts.

House recedes, with modifications.#

House recedes (item in President’s
Proposal).

House recedes.
Senate recedes (Senate offer).

House recedes.

Senate recedes (similar item in President’s
Proposal) (Senate offer).

Senate recedes (item in President’s
Proposal) (Senate offer).#



Provision

Fiscal Years 1986-1991

{Billions of Dollars}

Special NOL carryover rules for depository institutions

COrporate..c.ceeeeeerencnsnnnanns sssea s ey s TORPERIIN -0.3
Special reorganization rules for troubled thrifts
Corporate............. cevecsccsccescrsacnanns SRR PR TR s 0.7
Subtotal, Financial Institutions
Individual...ovieiinniienieneeeeneeeeoenensosnanessasnsncnas -4.6
COrPOrate..cceeeeceocacocncesssossnons Ceeecersescestiacaanann 10.0
Totalo.cvownavsnnsssvionssssnmassnenseson i w8 @ leTel 615 8 & BT 5.4
. - INSURANCE PRODUCTS AND COMPANIES
Structured settlements
Individual............. e 96 BEE s s cecescsessss csweed 0.0
Policyholder loans
Individual......coiivieiiinnne. “omene s Se e amwsn sns R *
Corporate.....cceveee testeccscescectatcestseatsststscncscsravonons (2)
Deduction of policyholder loss
Individual............ cereann ceetesaaan cecesenaan Ceeceeaseensenn e 0.0
Special life insurance company deduction
Corporate......ceeeeeees wews wusE SRR NSRS SR SR ke e 3.4
Tax-exempt organizations engaged in insurance activities
Corporate....... P . 1.4
Treatment of acquisition expenses
COrporate...cceeeecccncnncens o oo w e win i orm w8 e w w e B I P 3.5
Treatment of tax-exempt income
Corporate.......... A R D NP ettt .o sises 0.6
Treatment of loss reserves
L6043 o 1 4.2

Treatment of net gain from operations
Corporate.......... miee s g e R e SIS e s e s [ Wi sea e 0.0

Senate recedes on treatment of post-1986
NOLs. House recedes on treatment of 1982-
1985 NOLs.

Senate recedes (similar item in President’s
Proposal), with a 1/1/87 effective date
(except for FSLIC payments received pursu-

ant to an agreement entered into on or
before 9/25/85).

Senate recedes.

House recedes.#

Senate recedes.

Same in both bills.

Senate recedes, with an exception for
TIAA/CREF (pension reserves only), and for
certain church-sponsored insurance.

Senate recedes, with technical modifications
regarding life insurance reserves, ceasing
to be an insurance company, and title
insurers.#

Senate recedes, with 15% rate.#

House recedes, with modifications.#

House recedes.



Fiscal Years 1986-1991

Provision

[Billions of Dollars])

Protection against loss account for mutual companies
Corporate...

sseescsscacsese seasee

Special exemptions, rates, and deductions of small mutual companies

Corporate......... T A PO e
Subtotal, Insurance Products and Companies

Individual......coeeeevnnencnnnnn sescsseccsccces T T LT EY

COrpPOrate. ..o vveveeececascessssssosccnceancanas 18 0 e % 09, 0 18 w1 )

TOtAL.ocnvavsensosamsssoniscssansncssssosessen o 6 e e s e

XI - PENSIONS AND DEFERRED COMPENSATION; EMPLOYEE BENEFITS; ESOPS
Individual retirement arrangements (IRAs)
Individual...........cccuene wieieieen N S H e & s Sweweis naRE e s g

Other plans (401(k), 403(b), 457)
Individual......... B T ST R e 0 B N SR E N SSRGS SR apa

Deferred annuity contracts
Corporate....cceceeeecccceocccccnnns esecccsas ceecanes

Simplified employee plans (SEPs)
Individual....ccvniiniiiieinnnneeneneennncecnnasanans

Minimum standards for qualified plans
Individual....cocieveecesceccencsccancccnasavane oc s e e et e e

seecscsessssns

Tax on pre-retirement distributions, uniform basis recovery rules
Individual..... T R cessssessenae e tetetiaieieii e senan

Replace 10-year averaging with limited 5-year averaging
Individual..ccvswsosssnnsvansasssns ettt eeeens voneesuns

24.8

3.4

0.1

0.0

0.5

House recedes, except recapture of existin
accounts left open.

House recedes.

Senate recedes, with modifications and wit
an amendment to retain present law for re
turns of taxpayers without retirement pla
and to allow a $2,000 IRA deduction, phas
out between $40,000 and $50,000 of AGI
(525,000 and $35,000 for singles) for re-
turns of taxpayers for which any individu
or spouse has a retirement plan. No non-
deductible IRA contributions would be
permitted.

Senate recedes, with an amendment to drop
the first-dollar offset of the IRA deduc-
tion limit, and with modifications.#

Senate recedes, vith a modification.#

Senate recedes.

House recedes on vesting, integration,
definition of highly compensated employee
includible compensation, and minimum
participation rule with modifications;
other issues open.#

Senate recedes (similar items in President
Proposal).#

Senate recedes.
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Fiscal Years 1986-1991

Provision [Billions of Dollars])

Repeal 3-year basis recovery rule for contributory plans
Individual..... ceescesacns SesEma AT e cececseesasaone 8.7 Senate recedes, except House recedes on
Senate rule on lump-sum distributions of
employee contributions (item in President’s

Proposal).
Loan provisions
Individual....coiviriininninienereennanne cseencsssnn Ceeeeresteeeens * Senate recedes.#
Increase early retirement age / 415 limits
Individual..... tereessene baEsenmuEn BB S bR cesssene seswes 4.5 House recedes with modifications, except

Senate recedes on cost-of-living indexing;
special rule for police and firefighters
open.#
Tax on excess retirement distributions
BXCISE..ceevecrsrcscessnscosssssnsossvonsosvsrano vessevens ceesaeas 0.1 Senate recedes vith a modification (item in
President’s Proposal).
Adjustments to Section 404 limitations

Individval.............. csecenane 1 e 0 % o e 8 e a1 . 0.2 Senate recedes with a modification (similar
Excise........... ceceenacans e cih bEEEN RS BEE S SRS ss e W e . * items in President’s Proposal).#
Tax on qualified plan reversions
Excise..... o 8 08191 91 971010 019 (8R 6 9 6 @141 8 0 e ol 850 s & feve 0t semeeiones wiei v 4 o eein 0.2 House recedes on general rule with a
modification; Senate recedes on ESOP
exception.#
Extension of the exclusion for group legal plans
Individual......... teeesecssaaccenen 5 e O e e - -0.2 Senate recedes with an amendment (Senate
offer).#
Employment......... T PP S 8091319 88 8 b 0 P -0.1
Extension of the exclusion for education assistance
Individual......... T T T P T Teprae ceseesecccsrastancnes T -0.2  Senate recedes (Senate offer).
EMpPlOoyment...coovieieereenoeenceansonsscocsccsnsnnas sescecscsacaas -0.1
Limit employer provided child care to $5,000
Individual............. PesR TR RN EE e e wewaae svesuee * Senate recedes.
Discrimination rules for employee benefits
Individual...cociiieneeneeecaacancacccessssnssasassssacssscssssses 0.5 Compromise proposal with 1/1/88 effective
date.#

Cafeteria plans
Individual........ o1/ wie mie o) tesesccasasesseses cescsetassenans 950 toa o * Compromise proposal with 1/1/88 effective
date; Senate recedes on full-time life
insurance salesmen.#
Faculty housing
Individval.............. TR T PP 20010 i i 1w 0 3 v House recedes with technical modifications.#
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. {Billions of Dollars]

Self-employed health insurance

Individval....coeiiiiienninieennennns s am s sieie s h SEBidisennmenes
Health benefits for retirees
Individual.............vues S e 06 #0061 R T 0 omieie @ e
Limitation on accrued vacation pay
Individval......c.ciiieiennnnns Ceeseeseneanenns feeeesestesesaanns
Corporate.....cceeeeee cescscssessan ceccessstesesesessnnaan ceecsens
Changes related to ESOPs
Corporate.....ccceeeeeeens cssssssesessnnne vesessscscsiecensssnns oo
Subtotal, Pensions and Employee Benefits
Individual............ ol 01 6 1o et 1 6 B 1661 0T 8 e, 54 I 6 e 81 W 6 8 91915
COorPpOrate. . cocveeeroccencccssancconcnsscnnnnan teseteceecenen
Excise......... P
Employment.....eoeeeeueenanns g T E g
Total.......... T T T sevessscsnusase

XIT .- FORERIGN TAX PROVISIONS
Separate limitations for categories of income
(other than high-witholding-tax interest)
Corporate......ceceeee. T P — seessscsscsccrenee

Income from sale of property
Corporate...... SRR BB RS RIS R

Dividend and interest income
Corporate..... HEE AT B AR R RS RS SRR PG SRy

0.0

0.0

" 2.2

2.4

(2)

Senate recedes.
Senate recedes.

Same in both bills.

Senate recedes with an amendment.#

Senate recedes, except House recedes as to
(a) separate box for currency translation
gains, which House offer would delete, an
(b) business needs exception for currency
gains of dollar taxpayers, which House of
fer would allow. As to look-through rule
House recedes with technical amendments,
but dividends from each non-controlled
foreign corporation would be separate box
and other payments from noncontrolled
foreign corporations would be treated lik
payments from unrelated parties.#

Senate recedes (item in President’s Propos
al), except as to source of income from
sales of non-inventory property that doe
not incur de minimis tax, where House re-
cedes (to treat as U.S. source) and exten
de minimis rule to all sales of personal
property.#

Senate recedes to House general rule but,



Fiscal Years 1986-1991

Provision

-[(Billions of Dollars])

Allocation of interest and other expenses

Corporate.......... Wae e e e e e te W e 6 e e 0 o 11 L T 0 61 ceeene 2.4
Allocation of research expenses to foreign source income _
COEPOLATE . v o ivotonmcnonssonionsswioeseinsionsssisas 006 1 0 detie! #1916 1 T 35 0106 6 8 0 B -0.4
Possessions tax credit (items relating to intangibles)
COrPOrate...ccoeeeesecrccccanccnncans o st 1 e e e e 8 e s e 0.2
Guam, Northern Marianas, and Samoa.......ccocceeuee SRS RS . *
Transfers of intangibles
Corporate...... T T N T 88 6E 5 B W b cetecessserecssenssenss 0.4
Foreign investment companies
Corporate......ceeee. wie 107 05 010,18 105 41 1 00 18 10 wewen sy nisans R P PN vee - 001
Excise tax on insurance premiums
Excise........ L P T T R TP P ceresens 0.2
Foreign investors in U.S. partnerships
Corporate........... - » e vessssvaven P *
Transfer prices of imports
COrPOrate..ccecetcerstcccccosccccsnsannns oo e e e e e cesecene .o *
All other items in foreign title
Corporate (or Excise).............. Cetestetaeateacencnnnans [ 4.4
Subtotal, Foreign Tax Provisions
Individual....cooieieiinnennnnenennane 4 & ebe e e P TY ceeee 0.2
Corporate.....coeeeeunn B P PR R 11.7
Excise..coveeuennn Feea s waee s swoswnE s T T ey svase 0.2
Total...ccovvenen... e RS EEE SRR Y EE dE v b ee 12.1
II - TAX-EXEMPT BONDS
Subtotal, Tax-Exempt Bonds
Individual..... Bomerel e 1y me e E 8 B wn ay e e 191 e e e i 3.0
Corporate...ceveveercncenens cuinein ey weeenien o v e e em ie . 0.4

except for dividends paid to U.S. persons,
provides look-through treatment for active
foreign businesses (and 10% floor on pay-
ments to related foreigners).#

House accepts Senate offer (which leaves
method of raising revenue open).

Senate recedes.

Senate recedes (item in Treasury proposal).#
Same in both bills, with amendment applying
expatriate rules to U.S. persons who move
to possessions (without regard to motive).
Senate recedes (item in Treasury proposal).

Generally, House recedes but with restric-
tions (including requirement that foreign
fund furnish information) on identification
of income and flow-through of income char-
acter and with technical modifications.#

Senate recedes.

House recedes with amendment extending
treatment to foreign partnerships.

House recedes.

Open.

(i.e., $1.5 billion less than House bill)

Senate recedes with modifications. Details
of substantive rules are open. All effec-
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Provision [Billions of Dollars])

tive dates are as in House bill, except a
modified by Joint Statements on Effective
Dates of 3/14/86 and 7/17/86. Transition
rules are open.
Total..coccocecccoccccnnsonsssstcncaccsassccscscsosccncae 2.6 (i.e., Sl billion less than House bill)

XIV - TRUSTS AND ESTATES, MINOR CHILDREN, ESTATE AND GIFT TAX
Revise taxation of estates and trusts
Individval........ciivieiinnnnnnnnes ST F SRS PSRBT e GG PR 1.0 House recedes, with an amendment taxing th
income of an estate during its first two
years at rates of trusts.
Payment of estimated income taxes by trusts and estates.
Individual......iviiriiniinrennerececannnnnacnncnns ceeeranen ceeenn 2.5 House recedes, with an amendment providing
an exemption for an estate’s first two
years from required payment of estimated
8- taxes.
Unearned income of a minor child
Individual.......ccovieeveicnccccnnes T P R PPy ,1.0 House recedes with an amendment taxing.all
unearned income of a minor child above a
revenue-neutral, fixed dollar amount at t
parents’ tax rates.
Disclaimers for gift tax

Bstate & Gift.....ccvivneneecccnnnnccannnn 158 0 81876 0 b 16 TR * Senate recedes.
Conservation easement donations
INdividual..ccososneminssmsassns 6 1 10160 41 9 10 el 91 01 @ e e e e " * House recedes, with addition of Acadia

National Park.
Generation-skipping transfer tax
Bstate & Gift.......ccvcvueennns ssERBaRERes o T * Senate recedes, including on House effec-
tive dates.
Subtotal, Trusts and Estates

Individual.....ccoieivineneecnennnns S SRR R S 4.5
Estate & GIft.....ciieiierenrenecocsncsrcceccnsancnncnnns .. 0.0
TORBLe aonnenomssssisosssnssseenessssaninsssssensessvass 4.5
XV - COMPLIANCE AND TAX ADMINISTRATION
Penalty provisions
Individual............. PRRT RPN pioe B EEER A K OB GERE G s CEEed e : 1.6 See Note b.
COrporate....coeeeeeenccnss ceeoseesssrsasanastseesenentanssnesnne 0.6
Excise........... T PP S C P e g Senn e nee se e e *
Estate & Gift...coeereveeneenneceneanacoscnssacsessorsssoncans - *
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Fiscal Years 1986-1991

[Billions of Dollars]

Interest provisions (4)

Individual...oiieiiiiiiereereerenenoncecsasacacocncaannnn 23 d e oes 0.7
COIPOrate.cceecosccccsenoscsssssscsssssosnssans v o8 w5 80l e [ 1.1
Information reporting provisions
Individual....... el 1 412 @ in 1nte) 8 e 2 1 Ge S ol e (o i 1 8 eteeenisaeeaes eeeen 3.6
(63 o 1T+ - 1 - 0.1
Tax shelter provisions
Individual....... P S e B eeess e e R o . 0.2
Revise estimated tax rules for individuals
INGIVIdUal.: covsesansosnemessmensnenososemeasases ssmEseesne s 1.6
JBIT and private foundations estimated tax )
Corporate. .ccosssensnsccenensssmoansnnsenss T TT T Cewedsesesonen 0.2
fax litigation and tax court \
Individual.............. I LTI AT AP ee e (3)
[RS Trust Fund .
Individual......coviiieiniineeciannnnns S Ceecteceeneraaas 0.0
COTPOLALE . e oo cisoiovnnsimosseinioessivnsnesinsssessiossssonssssnsosssss . 0.0
[RS administration provisions
Individual........cc.ounnen tesssscnss PSS e boeddmnansse o *
tmployee withholding schedule
Individual...cocovenenssssooncsanses Sie s e a1 el ee 8 e # 88 i e 0 S o wE 0.7
Subtotal, Compliance and Tax Administtation
Individual..................... ........... e T LT G5en 8.4
COrpOrate..c.cceeeceeeccnnencocoancnnns wominiaen v ueie e mi s o e 0w 2.0
BXCIS@.cssnusvovssssncnsnmrssonsensssaennes sammennena sl 8 *
Estate § GIlft..cciviiciceisiines vasnsonasosesesasonsnssssssss *
Total..ooeeeieeenecancocoseccccnccacacacccscancnasseass 10.4
[ - EXEMPT AND NONPROFIT ORGANIZATIONS
[rade shows
COrpOrate..cocveerccanecananannanans G e e cwnene sweE sse 0.0
distribution of low-cost articles by charities
Bxcise...covevennnenns N T T PRy N R A S, oo (3)
fax exemption for certain title holding companies

Individuval........ Fecessensseansevenaens s LT “vae abseea -0
Corporate......... viein s waine I cwemee R L L T LN . -0.

—

See Note b.

See Note b.

Senate recedes on tax shelter user fee (see
Note b on other provisions).

See Note b.

See Note b.

Attorney’s fees: House recedes on termina-
tion date and IRS employee liability;
Senate recedes on remainder (see Note b on

other provisions).

Senate recedes.

See Note b.

House recedes.

Generally, title is left open (see Note b).
Open.
Senate recedes.

House recedes.
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Subtotal, Exempt and Nonprofit Organizations

Individual..... o iesiwi 028 191 W ie e gele ms e ol s in e Wi as e s ol s e e im0 i 0.1
COLPOTATEas s cvnnnsnsnivssssoanssssmasscisss seaEEGEEE & wewmls -0.1
Bxcise . viciiivieisvivessnnnsins isae e ceevEREResEaEs Vo bbaEe . 3)

B T ceeeee -0.2

XVII - OTHER PROVISIONS
Extend targeted jobs tax credit
Individual.....coiiiiieneencencocacnanaas oin forere miin i e w10 18 Seeswens -0.1
COLPOTATC . o ov v 0000 00 105601050 it 01 0 0 056161 816116 8 8. o0 0,6 8 50 it 0 0 05 61816 6 56100616 8 66 161,616 -0.4
Allov ministers to reelect social security coverage
0

Employment....... C e eeeesecssecesscesesssessassseettantnsoneaannnn .0
Common paymaster rule for FICA & FUTA taxes ; )
ERDLOVEENL : sssiavivinosssscivssssoisissssesssasssssdsnissninssse - 0.0
Agricultural wages subject to FUTA
Employment....... e T e 50 T 6 T ) e 0.0
FUTA for certain Indian tribes
Employment......ccccovnen. S HEE neeTas S B B IE S B e ceeeeans 0.0
Treatment of certain technical personnel P
Employment.................. e e e e e S S F e e e e W e *
Federal tax deposit threshold
Individual..... sEERR s en e e s sepeeriisides s dBesdsnens 0.0
Employment....... sois muans o o olos Mo isTe W ms 0w a1 G800 8w N e e o1 0.0
Exclusion of certain foster care payments
Individual....... ciaessseseensas B A S L I .. *
Exempt certain reindeer income from tax
Individual. csveecncsssencossnossssnsnesssscavanssssvsssonessscsss *
Subtotal, Other Provisions
Individual.......oiiievininnnnnnns o isis e m s @ s a1 s 0 8 o 5 0] 0 9 l0le feel ot m 0.1
{077 o 1T+ - 1 NN a1 e 6 0.4
BXCISE@.cecrnoscsnsnmsssnnsoneonmussee o018 min e o0t om0 ceeeacan 0.0
Employment............. cesesoscacvssssaasaaaans 08 e e . 0.0
b ] -0.5
XVIITI - TECHNICAL CORRECTIONS............. cesessesnsesnisis ceteeieieseees -0.5

ACCOMMODATION OF TRANSITION RELIEF
Individual............. Gosssa s e Ry b sy ceenn -0.
Corporate......c.eceveencnacanane Genn nnweEEee N e e -6.

Senate recedes (Senate offer).

Senate recedes.
Senate recedes.
Senate recedes.
House recedes.
House recedes.

Senate recedes (Senate offer).

Open.

Senate recedes.

Document distributed 7/21/86.
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TOTAL, TAX REFORM

Individual......... S SR S 13 A
COrporate....coceeeevcncasaanaccnne saneensnaeneie vassiowingeaee L4lad
Excise......... sisavseTET S B ETS G s @ s e e E T w 0.4
Employment......ccececencncencacans sassse sesstenessans ceeeen -0.2
Estate & Gift........ R I s PN R o e b are M S NS *

CUSTOMS e o cavsecerescscscscssscssssccssassscscccsssssassonss *

GRAND TOTAL.....cccccccecccocscncssccccsccscccascannans 0.5

int Committee on Taxation
gust 4, 1986

) Estimate is included in rate reduction line.

) -Gain of less than $50 million.

) Loss of less than $50 million.

) Net of outlays. .

Negligible.
See background document titled "Technical and Structural Details of House Offer."

TES: (a)
(b)

(c)
(d)

(e)
(f)

Effective dates are generally 1/1/87 with certain exceptions, even where Senate recedes.

The resolution of minor issues in this document, as well as minor items not listed in this document, is the same
as the resolution in the document "Possible resolution of certain issues" (July 18, 1986).

All transitional rules in both bills (including, but not limited to, depreciation, ITC, rehabilitation credit,
167(k), and bonds) are left open and are to be paid for out of transitional relief pool.

The statement "Same in both bills" does not take into account differences in effective dates, transitional
rules, or technical issues. .

Items with a revenue effect of less than $50 million generally are not reflected in this document.

This document reflects general targets in these areas. Details, structure, and technical issues related to
these items are left open.



