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EXECUTIVE SUMMARY

Raising the Minimum Wage by $1 to $6.15 an Hour Would Potentially Benefit More
than 10 Million American Workers—Most of Whom are Adult Workers. An analysis of
labor market data shows that in 1999, 10.1 million hourly paid workers made between $5.15
and $6.14 an hour, and thus would potentially benefit from a $1 increase in the minimum
wage. About 09 percent of these workers are adults (age 20 or over), about 60 percent are
women. about 45 percent worked full-time, and about 33 percent were parents with children
under 18 years old. In 1997, the earnings of average minimum wage workers accounted for
54 percent of their family’s total earnings.

Raising the Minimum Wage to $6.15 an Hour Would Restore the Real Value to What It
Was in 1982. Since it was first established in 1938, the minimum wage has been increased
19 times. Between January 1981 and March 1990, the minimum wage was fixed at $3.35 an
hour, while prices rose by nearly 50 percent. The proposal to raise the minimum wage by $1
over two years would restore the real value of the minimum wage to what it was in 1982.

Increasing the Minimum Wage Would Help Hard-Pressed Families Pay for Groceries,
Rent, and Other Necessities. Raising the minimum wage from $5.15 to $6.15 would raise
the annual earnings of a fuli-time worker by about $2,000 a year. A study of spending by
low-income families found that they spend on average about $300 per month on groceries
and about $400 per month on rent. Thus, for a full-time worker, the minimum wage Increase
would translate into enough money to pay for nearly 7 months of groceries or 5 months of
rent.

Recent Increases in the Minimum Wage Had No Discernable Negative Effect on
Emplovment. Since the minimum wage increase in 1996, the economy has created more
than 10 million jobs and the unemployment rate has fallen from 5.2 percent in Sepiember
1996 to 4.1 percent in February 2000, near its lowest level in thirty years. Labor market
trends for workers most affected by the minimum wage increase—including younger
workers. workers with lower educational levels, and minorities—also show no negative
impact of the minimum wage on employment. Numerous careful economic studies,
including ones by David Card and Alan Krueger, have shown that increasing the minimum
wage has no negative effect on employment. Recent research has even suggested that higher
wages can increase employment, because they increase employers’ ability to attract, retain,
and motivate workers. And they benefit workers by increasing the reward to work.

The Minimum Wage Plays a Key Role in Ensuring That All Workers Share in a
Growing Economy. In the last seven years, incomes have grown nearly as strongly at the
bottom as at the top of the income distribution, ending a decades long increase in incquality.
[n contrast. in the previous two decades inequality widened, as poorer families saw their
incomes decline in real terms. Research has shown that the decline in the real value of the
minimum wage {rom 1979 to 1988 was responsible for approximately 24 percent of the
increase in wage inequality experienced by men and about 32 percent of the increasc in wage
inequality for women.



The Minimum Wage Has Helped Reduce the Welfare Caseload. By increasing the
reward to work, a higher minimum wage attracts new workers into the workforce. An
analysis by the Council of Economic Advisers showed that higher federal and state minimum
wages were responsible for 10 to 16 percent of the decline in welfare caseloads between
1996 and 1998.

The Minimum Wage and the Earned Income Tax Credit Are Complementary. A
working parent with two children earning the minimum wage in 1993 made $10,563 with the
EITC (in 1998 inflation-adjusted dollars)—well below the poverty line. With the 1993
increase in the EITC and the 90 cent increase in the minimum wage in 1996 and 1997, a
comparably situated family in 1998 was above the poverty line—making $13,268—a 26
percent inflation-adjusted increase in its standard of living.



Tax Provisions Attached to the Minimum Wage Bill

Minimum Wage / Small Business 45
Small Business 10
Pension Provisions 6
Estate 27
Talent-Watts 1
Real Estate 1

Long-term Care --

e Senate bill has a $1 increase over three years.

¢ House bill has a $1 increase over two years.

HOUSE

122
19

25
12

SENATE

103
27
18



1. INTRODUCTION

The American economy Is in the midst of the longest economic expansion in history. Since
~January 1993, the economy has created nearly 21 million new jobs. The unemployment rate in
February 2000 was 4.1 percent, near its lowest level in three decades. The overall performance
of the economy hus only grown stronger over time. In the last four years, labor productivity has
grown at a 2.9 percent annual rate and GDP has grown at a 4.4 percent annual rate. At the same
time, the underlying core inflation rate in 1999 was 1.9 percent—the lowest rate since 1965.

In contrast to the previous twenty years, the strong economy of the last seven years has
contributed to shared growth across all income groups and substantial poverty reduction. As
indicated in Chart 1, incomes have grown nearly as strongly at the bottom as at the top of the
Chart 1: Growth in Mean Real Family Income by Quintile income distribution, ending a decades long
3. . e e+ e mes e TICTEASE 1N inequality. The poveny rate has
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S| Song growth s necessary but not sufficient
Botom  2ndquine 3rdquintie 4thquntie Topqunue (O produce sustained income gains and
Quintiee poverty reduction. Also important are
S ST g1 e ce ol e Comue policies that insure that all workers are
rewarded for their work. The Clinton Administration has consistently sought to make work pay
through a runge ol policies, including expanding the Earned Income Tax Credit in 1993,
reforming welfare in order to increase work incentives, and increasing investments in child care
for working parents. And an additional key element was the 1996-97 increase in the minimum
wage. These policies interact in a beneficial way for low-income families. For instance, a
working parent with two children earning the minimum wage in 1993 made $10,563 with the
EITC (in 1998 inflation-adjusted dollars), well below the poverty threshold. With the 1993
increase in the EITC and the 90 cent increase in the minimum wage in 1996 and 1997, a
comparably situated family in 1998 was above the poverty level—making $13,268—a 26
percent inflation-uadjusted increase in their standard of living.

This report examines the role that the minimum wage plays in increasing the reward to work and
boosting incomes for workers at the bottom of the earnings distribution. The report also
examines the recent evidence about the effect of the minimum wage on employment.



2. BACKGROUND ON THE MINIMUM WAGE

A federal minimum wage of 25 cents was first established as a part of the Fair Labor Standards
Actof 1938 (FLSA). Since its inception, the federal minimum wage has been increased 19
times, and the FLSA has been amended numerous times to expand the workers covered by the
minimum wage provision. In recent years, about two thirds of wage and salary workers have
been covered by the FLSA minimum wage. (Workers who are exempt most often are in
executive, administrative, and professional occupations.)

The federal minimum wage reached its highest value in real terms in 1968, at $7.67 in 1999
dollars (see Chart 2). With five increases during the 1970s, the minimum wage held its value at
approximately $0.60. The last increase of the 1970s left the inflation-adjusted value at $6.66.
From January 1981 through March 1990, the minimum wage was unchanged, while at the same
time prices rose by nearly 50 percent. This eroded the real value of the minimum wage at the
end of the 1980s to $4.50. The dollar level of the minimum wage was increased from $3.35 to

3.80 1n 1990 und to $4.25 in 1991. In real terms the value of the minimum wage was still well
below the 1968 pcak.

Even with the modest inflation of the 1990s, the minimum wage lost value, falling to $4.65 in
1995. By 1990, the minimum wage adjusted for inflation was approaching a 40-year low.
Inflation had largely wiped out the last increase in the minimum wage in 1990. In August 1996,
Congress passed and President Clinton signed into law a two-step increase, lifting the minimum
wage from $4.25 10 $5.15. The first step of that increase went into effect October 1, 1996 and the
second step on September 1, 1997. More recently, President Clinton proposed to increase the
minimum wage by $1 over two years, raising it to $6.15. If the full increase were implemented
in 2001, this would restore the real value of the minimum wage to its 1982 level, about 75
percent of the 1908 peak value.

Chart 2: Real Level of the Minimum Wage
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3. THE 1996-97 MINIMUM WAGE INCREASE

The $0.90 increase in the minimum wage in 1996 and 1997 is estimated to have benefited almost
10 million American workers.' This section examines the impact of this increase on
employment and the distribution of wages.

Effect on Emploviment

Since the 1996-97 increase in the minimum wage, the American economy—and labor markets in
particular—have continued to perform very strongly. Between September 1996 and February
2000, 10.2 million jobs were created—an average of 248,000 per month, even stronger job
growth than in the previous 2 years. In retail trade, which has a large concentration of minimum
wage workers, there were 1.4 million new jobs. Over this same period the overall
unemployment rate fell from 5.2 percent to 4.1 percent.

In addition, welfare rolls have declined 44 percent since welfare reform was enacted in August
1996. A report by the Council of Economic Advisers (1999) suggests that 10 to 16 percent of
the welfare caseload decline from 1996 to 1998 was attributable to the increases in federal and
state minimum wages. Other important factors were changes in welfare policy and the decline in
unemployment.

The strong labor market of the last four
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observations pertain for teenage workers in general, and for African American teens specifically
(Charts 5 and ()).2

These data provide evidence that the minimum wage increase did not have a major negative
effect on employment. Still, as suggestive as this evidence is, it does not provide rigorous
statistical tests that control for the myriad of factors that affect employment. Section 5 reviews
the evidence from recent economic studies.

Chart 5. Civlian Unemployment Rates, Ages 16-19 Chart 6: Employment to Population Ratios, Ages 16-19
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Effect on Wuges for Low-income Workers

Recent increases 1n the minimum wage in the U.S. have improved the distribution of wages at
the low end of the distribution. Fortin and Lemieux (1997) demonstrate the importance of the
minimum wage in boosting wages at the low end, and reducing wage inequality. They show that
the decline m the real value of the minimum wage from 1979 to 1988 was responsible for
approximately 24 percent of the increase in wage inequality experienced by men and about 32
percent of the increase in wage inequality for women. Card and Krueger (1995) conclude that
the 1990-91 minimum wage increase reversed about 30 percent of the increase in wage
inequality that occurred during the previous decade.

The effect of the recent minimum wage increase—in October 1996 and September 1997—on the
wage distribution s clearly evident in wage data. Statistics tabulated from the Current
Population Survey (CPS), show that in the first two quarters of 1996, when the federal minimum
wage was $4.25. ubout 10 percent of all hourly wage workers earned less than $5.00.° The
minimum wage increase (to $5.15) clearly increased wages in the low end of the distribution; by
the first two quarters of 1998, the fraction of workers earning less than $5.00 declined to 2
pereent.

* One careful statisucal analysis (Neumark, 1999) shows that the 1996-97 minimum wage ncreases had no effect on
the general employment of 10-19 year olds.

* The analysis presented in this paper excludes salaried and other non-hourly workers. Research has shown,
however, that a relatively smaller number and share of salaried workers and others not paid by the hour have
carnings that. when tunslated into hourly rates, are at or below the minimum wage. BLS does not routinely
estimate hourly earnings for nonhourly workers because of data concerns that arise in producing these estimates.
See Haughen and Mellor (1990) for further information.



Chart 7 illustrates the effect of the 1996-97 minimum wage increases on the low end of the wage
distribution ($3.00 to $7.99) for just one demographic group of interest, women who maintain
families and have at least one child present in

Chart 7: Wage Distribution, §3.00 to §7.99, the household.* For 1996, the distribution of
Women who Maintain Families with Children .
12 . wages shows that a relatively small share of
N ' workers with hourly wages earn between

A $3.00 and $3.99.° In contrast, a substantial
_ fraction earned between $4.00 and $4.49.
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At the same time, an increasing share of workers earned wages above $6 and $7, suggcsting that
the increase in the minimum wage had spillover benefits for workers above the minimum wage.
Such spillover effects have been documented more formally in research by Grossman (1983),
Katz and Krueger (1992), and Card and Krueger (1994),

4. RAISING THE MINIMUM WAGE TO $6.15: WHO IS DIRECTLY AFFECTED?

Ruising the minimum wage from $5.15 to $6.15 would raise the annual earnings of a full-time
worker by about $2,000 a year. A study of spending by low-income families found that they
spend on average about $300 per month on groceries and about $400 per month on rent. Thus,
for a full-time worker, the minimum wage increase would translate into enough money 1o pay for
nearly 7 months ol groceries or § months of rent. This section provides a detailed examination
of the workers that would benefit from a further increase in the minimum wage.

Characreristics o Minimum Wage Workers in 1999

Evidence about workers who currently eam the minimum wage is available from unpublished
tabulations provided by the Bureau of Labor Statistics (BLS) based on data from the CPS. In
1999, 72.3 million workers were paid at hourly rates, representing about 61 percent of wage and
salary workers. It is estimated that 3.3 million workers—4.0 percent of all workers who are paid
an hourly rute—eurn a wage at or below the current $5.15 Federal minimum. Of these 3.3
million workers. about 1.1 million reported a wage at exactly $5.15, while the remainder, 2.2

* A family muintained by a woman is one in which the householder (person in whose name the housing unit is rented
or owned) is lemale, und no spouse 1s present. Here we examune such households when a child under 15 1s present.

" The presence of workers with reported wages below the minimum wage does not necessarily indicate violations of
the Fair Labor Standards Act. There are several reasons why the reported wage for a worker may be below the
Federal minimum. First. certain workers are exempt from the minimum wage provisions of the law, including
workers for whom tips might serve 10 supplement the hourly wages received. Second, there may be a misreporting
o1 rounding 1 the survey responses. When the nunimum wage is $5.13, for example, a large number of workers
report a wage of exactly $5.00.



million, earned a wage less than $5.15. A study by Bernstein and Schmitt (1998) indicated that
in 1997 the earnings of average minimum wage workers accounted for 54 percent of their
family’s total earnings.

Selected demographic and economic characteristics for these workers are presented in Table 1.
The statistics indicate that about 70 percent of workers earning $5.15 or less were age 20 or
older. 64 percent of these workers are women.

How Many Workers would be Affected by an Increase in the Minimum Wage?

Using the CPS data described above, it is possible to examine the number and characteristics of
workers who would potentially receive a pay raise from a $1.00 increase in the federal minimum
wage. Table 2 presents the number of individuals who currently have an hourly wage between
$5.15 and $6.14. This table indicates that:

» There are approximately 10.1 million workers within this wage range—about 14 percent of
all workers paid an hourly rate.

* 09 percent of the affected workers are adults age 20 or older.

* About 60 percent of these workers are women.

e 10 percent are African American and 20 percent are Hispanic.

* 37 percent are the household head or a spouse who contributes to family income.

Other respected studies have looked at the question of who would potentially benefit from an
increase in the minimum wage, focusing on family and income characteristics. Some highlights
from these studies are:

 Parents with children under 18 years old comprise almost 33 percent of those potentially
affected. (Bemnstein, Hartmann, and Schmitt, 1999).

* Over 50 percent of the proposed gains would go to households with incomes less thun
$25,000 per ycar. (Bemnstein, Hartmann, and Schmitt, 1999).

* 45 percent of the gains go to families with incomes below 200 percent of the poverty level,
and an additional 19 percent to families with income below 300 percent of the poverty level.
(Burkhauser. 1999).

There are other workers who would also likely benefit from a $1.00 minimum wage increase in
addiuon to those workers that report hourly wages between $5.15 and $6.14. As noted ubove, a
number of the over 900,000 workers who report a $5.00 per hour wage are also likely 10 be
workers currently at the minimum wage, but mis-reporting their earnings. There is also
evidence, as discussed earlier, that workers who earn wages just above the new minimum can see
their pay risc as a result of the minimum wage increase. To help gauge the size of this group in
the event of a minimum wage increase to $6.15, Table 2 also presents the number of workers
with hourly wages between $6.15 and $7.14. In 1999 there were approximately 8.4 million such
workers, many of whom could indirectly benefit from a minimum wage increase.

Appendix A presents a breakdown of the number of workers that would benefit by state. While
the most populous states would have the greatest number of workers in these wage categories
(California, for example, has almost 1.5 million workers with wages between $5.15 and $6.14)
the evidence suggests that thousands of workers in every state would potentially benefit from a
$1.00 increase in the minimum wage.



Table 1. Employed Wage and Salary Workers Paid Hourly Rates with Earnings At or

Below Minimum Wage, 1999

_Nur.nber of workers Percent distribution ! Percent
(in thousands) i of
T workers
| in
' demogra
Characteristic Total Paid Total Paid | phic
paid paid !
$5.15 or $5.150r { group
hourly hourly f h
rates less Fates less | who
. earn
t $5.15 or
i less
Total, 10 years und over 72,306 3,340 100.0 100.0 | 406
AGE ;
1610 19 years 6,600 1,000 9.1 301 | 152
20 and over 65,700 2,334 90.9 099 | 3.6
SEX l
Men, 10 years and over 36,073 1,214 49.9 363 | 34
Women, 10 years and over 36,233 2,120 50.1 63.7 | 5.9
RACE AND HISPANIC ORIGIN |
White 58,999 2,098 81.6 80.8 i 4.6
African American 10,126 515 14.0 154 | 5.1
Hispanic 9,402 513 13.0 154 = 55
FULL- AND PART-TIME STATUS
Full-ime workers 54,931 1,320 76.0 39.5 2.4
Part-time workers 17,227 2,010 23.8 60.2 11.7
FAMILY RELATIONSHIP
Husbands 17,609 242 24.4 7.2 . 1.4
Wives 16,996 622 23.5 18.6 3.7
Women who maintain families 5,395 288 7.5 86 | 53
Men who maintain families 1,815 50 2.5 1.5 | 28
Other persons 30,491 2,082 42 62 ' 28

Note: Data exclude the incorporated self-employed. Detail for the above race and Hispanic-origin groups will not
sum 1o totals because data for the "other ruces” group are not presented and Hispanics are included in both the white
and black population groups. Also note that the distinction between full- and part-time workers is based on hours
usually worked. These data will not sum 1o totals because full- or part-time status on the principal job is not
wlenuifiable for a small number of multiple jobholders.
Source: U.S. Departnient of Labor (Bureau of Labor Statistics), unpublished tabulations from the Current Population

survey. 1999 annual uverages.




Table 2. Distribution of Wage and Salary Workers Paid Hourly Rates, 1999

Percent of
Number of workers in.
. Percent demographic
workers (in distribution group who fall
Characteristic thousands) .
in wage
category
$5.15- | $6.15- | $5.15- | $6.15- | $5.15- | $6.15 -
$6.14 $7.14 $6.14 $7.14 $6.14 $7.14
Total, 16 years and over 10,093 | 8,370 100.0 100.0 14.0 11.6
AGE
16 to 19 years 3,133 1,482 31.0 17.7 47.5 22.5
20 and over 6,960 6,888 69.0 82.3 10.6 10.5
SEX
Men, 106 years and over 4,076 3,405 40.4 40.7 11.3 94
Women, 10 yecars and over 6,018 4,965 59.6 593 16.6 13.7
RACE AND HISPANIC ORIGIN
White 8,027 6,668 79.5 79.7 13.6 11.3
African American 1,602 1,336 15.9 16.0 15.8 13.2
Hispanic 1,989 1,447 19.7 17.3 21.2 15.4
FULL- AND PART-TIME STATUS
Full-time workers 4,563 5,301 45.2 63.3 8.3 9.7
Part-time workers 5,512 3,048 54.6 36.4 32.0 17.7
FAMILY RELATIONSHIP
Husbands 851 990 8.4 11.8 4.8 5.6
Wives 1,821 1,962 18.0 23.4 10.7 11.5
Women who maintain families 855 807 8.5 9.6 15.8 15.0
Men who maintain families 171 167 1.7 2.0 9.4 9.2
Other persons 6,396 4,445 63 53 84 58

Note: Data exclude the incorporated self-employed. Detail for the above race and Hispanic-origin groups will not
sum 1o totals because data for the "other races" group are not presented and Hispanics are included in botl the white
and black population groups. Also note that the distinction between full- and part-time workers is based on hours

usually worked. These data will not sum to totals because full- or part-time status on the principal job is not

identifiable for a small number of multiple jobholders.
Source: U.S. Department of Labor (Bureau of Labor Statistics), unpublished tabulations from the Current Population

Survey. 1999 annual averages.



5. ECONOMIC RESEARCH ON THE EFFECT OF THE MINIMUM WAGE ON
EMPLOYMENT '

The impact of a moderate increase in the minimum wage on employment is a key question for
policymakers. Clcarly, while an increase in the minimum wage benefits those workers who
receive it, some have raised concerns that these direct gains may be partially or fully offset if the
minimum wage increase leads to greater unemployment among lower income workers. Section
3 discussed some of the aggregate evidence from the 1996-97 experience. This section discusses
the economic theory and empirical evidence behind the effects of the minimum wage on
employment.

Recent Economic Theory on the Impact of the Minimum Wuge on Employment

The traditional economic theory of supply and demand predicts that an increase in the minimum
wage above the market rate would increase the cost faced by employers, causing them to reduce
employment. Recent theoretical analyses, however, have challenged this conventional wisdom,
examining reasons why some employers may respond to a moderately higher minimum wage by
expanding emplovment. Specifically, higher wages can help firms attract better workers,
motivate them to work harder, and retain them for longer periods. (While firms always have the
option of increasing their pay rate, some managers leave wages unchanged because of reluctance
to increase average labor costs.) At least five papers—recently published in peer-reviewed
economics journals—rigorously study this logic.” These papers show that a moderate minimum
wage can have ua positive effect on employment. In general, then, an increase in the minimum
wage has an ambiguous effect on employment. The only way to determine the effect in practice
is to look at the empirnical evidence.

Recent Empirical Evidence on Employment Effects

In an important book, economists David Card and Alan Krueger (1995) provide a critical
analysis of previous research, and present their own extensive exploration of the wide variation
in minimum wages across states found in the late 1980s and early 1990s. Their work shows that
there were no negutive employment effects even for teenagers, the group for whom any
disemployment eilects should be most apparent. Similarly, their detailed analysis fails to find
disemployment eftects of a minimum wage in the retail trade or in employment of fast food
restaurants. More recent studies confirm these results.

Employment in Fust Food Restaurants. To determine the impact of minimum wages on
employment. one would like to gather data from firms prior to a minimum wage increase and see
how firms adjust cmployment relative to other similar firms for which the minimum wage does
not increase. New work by Card and Krueger (forthcoming) comes closest to doing this. In
1992, New Jersey imposed a higher minimum wage, and yet the neighboring state of
Pennsylvania did not. And then in 19906 an increase in the federal minimum wage affecied
Pennsylvania but not New Jersey. These two episodes provide an experiment that can be used to
inler the effects o' a minimum wage increase on employment. Card and Krueger use the BLS’s
employer-reporied payroll files from 1991 through 1997 to evaluate employment growth of fast

“ See Bhaskar and To (1999). Dickens, Machin, and Manning (1999), Lang and Kahn (1998). Manning (199S5), and
Rebitzer and Taylor (1995). Additional discussion of these models are tound in Chapter 11 of Card and Krueger
(1995).



food restaurants in New Jersey and nearby counties in Pennsylvania. They conclude that the
minimum wage changes had very little (and possibly slightly positive) effect on employment.’

The British Experience. Dickens, Machin, and Manning (1999) studied the British experience
with mmimum wages. They found *...strong evidence that [minimum wages] compressed the
distribution of earnings and no evidence that they have reduced employment.”

6. CONCLUSION

The evidence is convincing that moderate increases in the minimum wage have provided
meaningful additional earnings for many of America’s most hard-pressed working families with
no discemible negative employment effects. Increasing the minimum wage 1s one of the ways
that government can help ensure that everyone continues to share in the benefits of growth.
When the minimum wage was fixed from 1981 to 1990, the wages and incomes of poorer
workers fell in reai terms. Thanks to the 1996-97 minimum wage increase, today the minimum
wage 1s helping to ensure that a single parent with two children does not have to raise his or her
children in poverty,

The minimum wage is just one component of an overall strategy for insuring that ali families
benefit from the nation’s economic growth. The President's proposed expansion in the Earmned
Income Tax Credit—to increase benefits for families with three or more children, reduce the
marriage penalty, and reduce the phaseout rate—would enhance the value of a higher minimum
wage, especially for families with more children and thus greater needs. At the same time, the
President 1s committed to continuing to make important investments in people. Since 1993, the
budget for education and training programs has nearly doubled and the President is proposing
record increases for a number of key education programs, including Head Start, in his FY 2001
budget. Together. these policies are an investment in continued strong and shared economic
growth.

" While some critics of Card and Krueger expressed concern about their data collection, the most recent research
uses BLS employment records and finds basically the same results.
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Appendix: Distribution of Wage and Salary Workers Paid Hourly Rates by State, 1999

Number (in thousands)

Percent of All Wage and Salary

Workers
$5.15t0 $6.14 $6.15t0 §7.14 $5.15t0 $6.14 $6.1510%7.14

Total 10.093 8,370 13.9 11.6
Alabama 202 146 18.1 13.1
Alaska 9 13 5.5 7.6
Arizona 200 157 15.2 11.9
Arkansas 130 101 20.9 16.2
Califorma 1,463 1,023 17.4 12.1
Colorado 79 92 7.3 84
Connecticut 62 70 7.5 8.6
Delaware 22 21 10.8 10.0
DC 12 12 10.0 10.7
Flonda 597 530 15.5 13.8
Georgla 267 248 13.1 12.3
Hawaii 47 29 15.0 94

ldaho 58 45 15.6 12.3
Minois 428 354 13.2 10.8
Indiana 180 209 9.8 114
lowa 103 91 11.2 9.9

Kansas 123 96 15.0 12.3
Kentucky 157 1601 14.2 14.7
Louisiana 297 123 25.9 10.7
Maine 45 39 11.8 10.4
Maryland 125 137 9.5 10.5
Massachusetts 161 162 9.6 97

Michigan 341 312 11.3 10.3
Minnesota 115 121 8.0 §4

Mississippi 146 74 22.7 11.5
Missouri 172 169 11.9 11.8
Montana 54 32 21.5 127
Nebraska 67 68 13.2 13.6
Nevada 60 60 11.2 1.3
New Hampshire 29 31 8.2 8.5

New Jersey 205 187 10.6 v.8

New Mexico 75 39 18.0 9.1

New York 560 305 " 14.8 10.3
North Carolina 247 223 12.4 11.2
North Dakota 34 29 18.3 159
Ohio 427 356 12.7 10.6
Oklahoma 170 126 19.6 14.5
Oregon 35 184 3.7 19.7
Pennsylvaina 454 338 13.8 10.3
Rhode Island 37 25 \ 134 v3

South Carolina 153 116 | 149 11.3
South Dakota 33 29 15.2 12.7
Tennessee 208 216 13.6 14.2
Texas 929 653 18.5 13.1
Litah 01 84 10.1 14.0
Vermont 21 20 12.4 11.5
Virginia 218 207 13.6 12.8
Washington 180 158 10.9 9.6

West Virgma 100 60 222 12.8
Wisconsin 157 177 89 10.0
Wvoming 25 19 17.8 13.8

Note: Workers in the 33.15 to 36.14 category would be directly affected by a $1.00 increase in the minimum wage.
Those mn the $6 15 to %7.14 category could be affected by spillovers.
Source: U.S. Department of Labor, Bureau of Labor Statistics, unpublished tabulations from the Current Population

Survey. 1999
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Percentage of workers paid hourly rates earning

between $5.15 and $6.14 per hour, by State
(U.S. percentage = 14.0 percent)

1999 annual averages
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RAISING THE MINIMUM WAGE:
AN OVERDUE PAY RAISE FOR AMERICA’S WORKING FAMILIES
March 8, 2000

Today, President Clinton will call on Congress to pass clean, straightforward legislation to raise
the minimum wage by $1 — from $5.15 to $6.15 — in two equal steps. The President will discuss
how working families deserve a raise that simply restores the value of the minimum wage to
what it was in 1982 and will reiterate his opposition to legislation that holds this increase hostage
to provisions that delay this overdue pay raise — costing a full-time minimum wage worker more
than $900 over two years — or jeopardize our ability to strengthen Social Security and Medicare
and pay down the debt by 2013 for future generations. The President will also release a report
by the National Economic Council which shows that raising the minimum wage is good for
American workers and good for the American economy. Some highlights from the report are:

o The President’s Proposal to Raise the Minimum Wage by $1 to $6.15 an Hour Would
Potentially Benefit More than 10 Million American Workers — Most of Whom Are
Adult Workers. The report finds that 10.1 million hourly paid workers make between $5.15
and $6.14 an hour and would potentially benefit from a $1 increase in the minimum wage. .
About 69 percent of these workers are adults (age 20 or over), about 60 percent are women,
about 45 percent worked full-time, and about 33 percent are parents with children under age
18. In 1997, the earnings of the average minimum wage worker accounted for 54 percent of
their family's total earnings.

¢ Increasing the Minimum Wage Would Help Hard-Pressed Families Pay for Groceries,
Rent, and Other Necessities. Raising the minimum wage from $5.15 to $6.15 would raise
the annual earnings of a full-time worker by about $2,000 a year. For a full-time worker, the
minimum wage increase would translate into enough money to pay for nearly 7 months of
groceries or 5 months of rent. Delaying the minimum wage increase by spreading it out over
3 years would cost a full-time worker earning the minimum wage over 3900 over two years.

¢ The President’s Modest Increase Would Simply Restore the Real Value of the
Minimum Wage to What it Was in 1982. Raising the minimum wage by $1 over two years
would simply restore the real value of the minimum wage to what it was in 1982. This
would help erode the erosion in the real value of the minimum wage during the 1980s when,
between January 1981 and March 1990, the minimum wage remained at $3.35 an hour, while
prices rose by nearly 50 percent.

¢ The Impact from Last Minimum Wage Increase Is Clear: 10 Million Workers Got A
Raise and There Is No Evidence Jobs Were Lost. Since the last 90 cent minimum wage
increase signed into law by President Clinton in 1996, the economy has created more than 10
million jobs and the unemployment rate has fallen from 5.2 percent in September 1996 to 4.1
percent in February 2000, near its lowest level in thirty years. Labor market trends for
workers most affected by the minimum wage increase — including younger workers with
lower educational levels and minorities — also show no negative impact of the minimum
wage on employment.




Economic Studies Find No Negative Effect of the Minimum Wage on Employment.
Numerous careful economic studies, including ones by David Card and Alan Krueger of
Princeton University, have found that increasing the minimum wage has no negative effect
on employment. Recent research has even suggested that higher wages can increase
employment, because they increase employers’ ability to attract, retain, and motive workers.
And they benefit workers by increasing the reward to work.

The Minimum Wage Plays an Important Role in Ensuring That All Workers Share in a
Growing Economy. In the last seven years, incomes have grown nearly as strongly from the
bottom to the top of the income distribution, ending a decades long increase in inequality. In
contrast, in the previous two decades inequality widened, as poorer workers saw their
incomes decline in real terms. Research has shown that the decline in the real value of the
minimum wage from 1979 to 1988 was responsible for approximately 24 percent of the
increase in wage inequality experienced by men and about 32 percent of the increase in wage
inequality for women. L

Recent Increases in the Minimum Wage Have Helped Reduce the Welfare Caseload.
By increasing the reward to work, a higher minimum wage attracts new workers into the
workforce. An analysis by the Council of Economic Advisers showed that the 90 cent
increase in the minimum wage signed into law by President Clinton in 1996 and increased
minimum wages in some states were responsible for 10 to 16 percent of the decline in
welfare caseloads between 1996 and 1998.

Helping Ensure Parents Can Raise Their Children Out of Poverty. A working parent
with two children earning the minimum wage in 1993 made $10,563 with the EITC (in 1998
inflation-adjusted dollars) — well below the poverty line. Because of the President’s efforts
to increase the EITC in 1993 and raise the minimum wage in 1996, a similar family in 1998
was above the poverty line —- making $13,268 — a 26 percent inflation-adjusted increase in
their standard of living.



THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release March 8, 2000

REMARKS BY THE PRESIDENT
ON RAISING THE MINIMUM WAGE

The South Lawn
10:31 AM. EST

THE PRESIDENT: I don't think the rest of us need to say much. (Laughter.) I
want to thank Senator Kennedy and Congressman Gephardt, Congressman Bonior, and all the
members of the House who are here with us today. I want to thank the members of the
administration who are here, in addition to Mr. Podesta -- Treasury Secretary Larry Summers,
Gene Sperling, Deputy Labor Secretary Ed Montgomery. I thank the religious leaders who are
here, including Reverend Paul Sherry, the former President of the United Church of Christ; the
Reverend David Beckmann, the President of Bread for the World; and the other community
leaders.

But most important of all, I want to thank Cheryl Costas for being here, because
we're here today on behalf of her and so many people like her all across our country. People
who work for the minimum wage often don't get a chance to see the White House. They don't
have time to come, even for the public tours. They work hard every day; they stock our store
shelves, wash dishes at our restaurants, clean our offices at night, care for our kids during the
day. They're in every town and every city in our country. They're of every racial and ethnic and
religious group. They have in common the minimum wage. And they need a raise, and as you
saw, they deserve a raise.

We are here today to ask Congress to give it to them. Ever since I ran for
President in 1992, I've had a vision of making our nation a place where everyone -- everyone --
responsible enough to work for it could have a share of the American Dream. Over the last
seven years, with the help of a lot of you here today, we've made a lot of headway toward that
goal -- turning the economy around and continuing the longest economic expansion in our
history. I want to continue doing that.

I want us not to squander the surplus, but to save Social Security and Medicare, to
invest in education and to pay our debt down. I also have tried very hard not just to generate
Jobs, but to help people who are working hard for less. That's why we expanded the earned
income tax credit, and I've asked Congress to expand it again. That's why we passed the Family
and Medical Leave law, and I've asked Congress to expand it again. And that's why with



bipartisan support in 1996 we raised the minimum wage to $5.15 an hour, over two years. And
now it's time to do it again, to $6.15 an hour.

We have bipartisan support again in Congress, but, once again, the Republican
leadership is trying to stop us. They know they can't win on the facts. Back in 1996 -- listen to
what was said the last time we tried to raise the minimum wage. In 1996, Republican leaders
said that a higher minimum wage -- and I quote -- "was a job killer cloaked in kindness." They
warned that it would throw young minorities out of work and lead to -- listen to this -- a juvenile
crime wave of epic proportions.

Time has not been kind to their predictions. (Laughter.) Today, I release a report
from the National Economic Council that puts to rest any of the lingering myths about the
minimum wage. Since the minimum wage was raised in 1996, our economy has created over 10
million new jobs. The unemployment rate is at its lowest point in 30 years; the employment of
minority youth has gone up, juvenile crime has gone down. We now have the lowest poverty
rates in 20 years and the lowest African American and Hispanic unemployment rates ever
recorded. We've cut the welfare rolls in half-- and, thanks, in part, to the minimum wage
increase, millions have moved from welfare to work, and incomes for even the poorest
Americans are rising for the first time in decades.

Now, that's what happened the last time we raised the minimum wage. There are
no facts on which to base this opposition anymore. The new report I release today also dispels
another myth about the minimum wage, that those who benefit are mostly middle-class teenagers
working for gas money. Cheryl probably feels a lot like me -- I wish I were still a middle-class
teenager working for gas money. (Laughter.)

But the fact is that 70 percent of the people on the minimum wage are adults, 60
percent are women, and almost half work full-time. Many are the sole breadwinners, struggling

to raise their children on $10,700 a year. And I think Congress ought to think about them when
this vote comes up.

Today, there are more than 10 million Americans like Cheryl working for $5.15
an hour. You heard her say it's hard to live on that -- especially if you have children. But no
Americans who work full-time should raise their children in poverty. This modest increase
would simply restore the minimum wage to what it was in real dollar terms in 1982. People who
are against this should have to confront that fact.

For a full-time worker, however, this would mean another $2,000 a year. And if
you're on the minimum wage, that's real money -- enough money for a family of four to buy
groceries for seven months or pay rent for five months.

This is the right thing to do for working families, the right thing to do for our

economy, at a time when we've got labor shortages that will draw more people back into the
labor market.
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Studies from Princeton to my own Council of Economic Advisors show that's exactly what
happens when you raise the minimum wage. Increase the reward for work and people who
weren't looking for jobs decide to look and go to work.

There are a dozen good reasons to raise the minimum wage, and not a single good
argument against it. Even the Republican leadership understands that. So instead of arguing the
facts, they're playing legislative sleight of hand. For example, they're now using the minimum
wage as a vehicle to repeal worker protections, and pass irresponsible tax cuts that would
threaten our fiscal discipline and jeopardize our ability to save Social Security and Medicare and
pay the debt down by 2013.

They also say they want to put this in over three years, not two. That would mean
$900 less in wages for a full-time minimum wage worker. If Republican leaders send me a bill
that make workers wait for another year for their full pay raise, and holds the minimum wage
hostage for risky tax cuts that threaten our prosperity, I'll veto it. (Applause.)

It is time to stop nickel-and-diming the American working people out of the
money that they need and deserve. This is just wrong. This is wrong. We have destroyed every
single argument against raising the minimum wage. They're gone. All you've got now is
legislative game-playing. And it's wrong.

I want a clean, straightforward bill to raise the minimum wage by a dollar over
two years, and I intend to sign it. (Applause.)

Let me say to all of you, I am profoundly grateful for the prosperity our nation
enjoys today, grateful for the opportunity that our administration has had to play a role in it. But
I'will never be satisfied as long as there are people like Cherly out there. I mean, what else can
you ask this woman to do? She's kept her family together. Her husband has a disability; she's

- supporting four kids. She's going to school full-time. Now, how can Congress justify saying no

to her?

That's what I want to know. Let's play games on another bill. They're going to
pass a lot of other bills. Can't we put the working people of this country first for a change here,
put political games second? (Applause.)

I'd like to now introduce to speak the first of a series of members of Congress,
without whom this fight could never be waged. And I am profoundly grateful to Representative
David Bonior for nearly 25 years of fighting for people like Cheryl Costas.

Congressman Bonior. (Applause.)

* Kk &

THE PRESIDENT: Ladies and gentiemen, all that needs to be said has been said.
But what needs to be done has not been done. So I ask you to leave here remembering the
stirring words of our leaders in Congress and the profoundly moving story of Cheryl Costas.
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And just remember there's a lot more people like her out there. Remember what Dick Gephardt
told you -- just ask every member of Congress to imagine how long they could live on the
minimum wage.

This is the right thing to do. We're still here after over 220 years because when
the chips are down, we mostly do the right thing, in spite of ourselves. Ask them to do the right
thing.

Thank you and God bless you. (Applause.)

END 10:58 A M. EST



Economic PoLicy INsTiTuTe  Citizens for Tax Justice
TUESDAY, March 7, 2000 Bob Mcintyre (CTJ), 202/626-3780
Nan Gibson (EPI), 202/331-5546

House GOP Minimum Wage Plan Offers
$11 in Upper-Income Tax Breaks for
Every $1 in Wage Hikes for Low Earners

The House GOP leadership’s $123 billion tax-cut/minimum-wage plan, to be voted
on this week, would give upper-income taxpayers $11 in tax breaks over the next
decade for every dollar in increased wages paid to low-wage workers.

Unbalanced Acts, a joint analysis of the GOP proposal by Citizens for Tax Justice and
the Economic Policy Institute, finds:

# Over the next decade, the proposed tax cuts Total Gains from the Tax Cut &
will total $122.8 billion. Over the same period, Minimum Wage Hike, 2000-10
wage increases stemming from the $1 boost in 140 $122.8

the minimum wage will total only $11.2 billion. billion

This means that over ten years, for every dollar 120

in higher wages for low-wage workers, $10.90 in

upper-income tax breaks will be provided. 100

# Almost all the tax cuts (91.4%) would go to the g0 -
best-off tenth of all taxpayers. In fact, the top

one percent of all taxpayers, those making more 0
than $319,000 a year, would get almost three-
quarters of the tax reductions. Their average 0
annual tax cut under the plan would be $6,128
each (in 1999 dollars). That compares to only a
$4 average tax cut for the bottom 60 percent.

$11.2
billion

| Minimum Wage |

20 -

Sources EP Joint Commitice on | axauoi

# While the tax bill's permanent tax cuts grow
to $17.6 billion by 2010, the effect of the
minimum wage proposals will be totally eroded by inflation after 2006.

“The minimum wage hike will allow low-wage workers to share in the tremendous
gains of this economic recovery, while the proposed tax cuts will needlessly provide a
second helping of the economic pie to the wealthiest taxpayers,” said EPI Vice
President Lawrence Mishel.

“It’s ridiculous that a minimum wage bill supposedly designed to aid low-wage
~workers would actually give its biggest benefits to the highest-income people in the
country,” said Citizens for Tax Justice director Robert S. Mcintyre. MORE
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EPI's minimum wage analysis compares the wage hikes under the GOP plan, which
would boost the minimum wage by $1 over three years, to the wages that affected
workers would earn if their wages merely keep up with inflation over the next decade.
The GOP’s three-year phase-in of the wage boost provides an $11.2 billion gain to these
workers over ten years—3$3.8 less than the Bonior-Kennedy proposal’s two-year
implementation plan, which would produce a total of $15 billion in higher wages.

The distributional effects of the tax cuts were analyzed by CT] using the Institute
on Taxation and Economic Policy Tax Model. The $123 billion estimated ten-year cost
of the tax cuts is based on preliminary, March 1, 2000 estimates from the Joint
Committee on Taxation. (The tax cut plan would, among other things: cut estate taxes
by $79 billion over ten years—representing almost two-thirds of the total proposed tax
cuts; increase the write-off for business meals to 60% of cost from 50% under current
law; provide added tax breaks for pensions and 401(k) plans; increase the limits on
immediate write-offs of business capital investments; speed up the date when 100% of
self-employed health insurance can be deducted; restore a loophole for instaliment
sales that was repealed in 1999; expand enterprise zones; expand the tax credit for in-
vestors in low-income housing; and augment tax breaks for private tax-exempt bonds.)

A table detailing the distributional effects of the tax cuts follows.

Effects of the Tax Cuts in the House GOP 2000 Minimum Wage Bill

(Annual effects at 1999 levels; $-billion except averages.)

Income Group | Income Range Average | Estate Tax | Corporate | Pensions | Total Tax | Average | % of Total
Income Cuts Tax Breaks | & 401Ks Cuts Tax Cut Tax Cut
Lowest 20% Lessthan $13,600 $ 8,600 $ -00 $ 00 $ -0.0 $ -00 $ -1 0.3%
Second 20% $13,600-24,400 18,800 -0.0 -0.1 -0.0 -0.1 -4 0.9%
Middle 20% $24,400-39,300 31,100 -0.0 -0.2 -0.0 -0.2 -1 1.7%
Fourth 20% $39,300-64,900 50,700 -0.0 -0.3 -0.0 -0.3 -13 3.0%
Next 15% $64,900-130,000 86,800 -0.0 -0.4 -0.1 -0.6 -29 5.3%
Next 4% $130,000-319,000 183,000 -0.8 -0.5 -0.4 -1.7 -329 15.7%
Top 1% $319,000 or more 915,000 -5.7 -1.4 -0.7 -11 -6,128 73.1%
ALL $ 65| $-28|$-12|9$-106| $-83 | 1000%
ADDENDUM
Bottom 60% Less than $39,300 $ 19,500 $ -00 $ -03 | $ -00 $ -03 $ -4 2.8%
Top 10% $92,500 or more 218,000 -6.5 -2.0 -1.1 -9.7 -765 91.4%

Figures show the annual effects of the approximately $123 billion in tax cuts over the next 10 years included in the GOP minimum
wage increase plan to be voted on by the House on March 9 or 10. All provisions are measured as fully effective, al 1999
income levels.

Source: Institute on Taxation and Economic Policy Tax Model, March 2000.

The report, Unbalanced Acts, is available on-line at both www.epinet.org and www.ctj.org. It can
also be obtained by calling 1-800-374-4844,
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March 2, 2000

MEMORANDUM FOR GENE SPERLING

FROM: JASON FURMAN
' BRIAN KENNEDY

SUBJECT: MINIMUM WAGE: ISSUES AND STRATEGY

This memo goes through some of the open issues on the minimum wage and the strategy
for next week. The minimum wage will be going to the House Rules committee on Wednesday
March 8" and to the floor the following day. The floor vote will be split between minimum wage
and tax. The minimum wage will be a vote on the $1 over three years and the $1 over two years
alternative. The Republicans have a tax package that is $120 billion over 10 years, of which $80
billion is estate. It is currently uncertain whether or not the Republicans will allow a vote on the
Democratic alternative. The Democrats are working on their alternative; right now it is $30
billion gross (including small business and school construction) and $20 billion of raisers. They
are trying to make it fully paid for.

Our suggestion is that Brian and Jason hold the Friday meeting on these issues, and then

you hold a principals meeting on Monday where people like Podesta, Lew, Summers are present
and can make decisions. :

Minimum Wage Strategy

‘We have been working on some elements of an approach to next week. These include:

e Minimum wage event. An event with the President on Wednesday to fire up support for the
minimum wage. This would probably include one worker who would benefit from the
increase and possibly one employer who has benefited from paying above minimum wages.
An open question is whether or not to include members. The tentative thought is that we
should only do this if we could get a Republican to speak; otherwise it would make it too
partisan and jeopardize the ability to attract moderate Republicans in the House.

® Minimum wage report. CEA and Labor are working on a tentative report on the minimum
wage. The topics covered would include: (1) who would benefit from the increase (totals,
percentage of women, percentage of full-time workers, state-by-state numbers etc.), (2) the
positive effects of the last minimum wage increase, (3) the lack of negative effects on jobs or
inflation from the last minimum wage increase, and (4) the economic evidence on the
minimum wage and jobs. If we want this report to go forward, we could release it in
conjunction with the POTUS minimum wage event.



o Letter/SAP with a veto threat. Marti Thomas, Broderick Johnson, and others feel we need to
get a written veto threat for the Republican tax provisions up to the Hill soon, sometime
between Monday and Wednesday. The point of the letter would be to define the debate as
the desirability of a clean minimum wage increase, and a veto threat if the Republicans attach
poison pills. The three vehicles for this would be a POTUS letter, a Summers/Herman letter,
and a SAP. Our suggestion is to do a POTUS letter on Monday that is general and then a
SAP that goes into more detail about specific objections to tax and labor provisions in the
Republican bill. (We could do the POTUS letter without knowing the details of the
Republican tax package; the SAP would have to wait until these details are known.) We are
drafting a POTUS letter. One issue you need to think about is whether a POTUS letter on
Monday would partly undermine the event on Wednesday; should we hold off or use another
vehicle?

* Calls to members. A list of wavering members is attached; we should think about whether
there are any calls you should make. We are talking to White House leg about this as well.

Open Issues

The biggest open issue is that we have to decide our stance toward the Democratic
package (sketchy details of the package are below). This will depend on whether the package is
paid for (they are trying to do this, but it is still unclear whether or not they will be able to),
whether the package is contingent (their marriage penalty was, but in this case it is less likely),
and our opinion on the specific provisions in the bill. If the Democratic alternative is paid for,
the best stance would probably be to praise the Democrats for their fiscal responsibility and talk
about how the Republican bill would jeopardize Social Security, Medicare and debt reduction.
There are open questions, however, whether or not to take a position on their specifics; and if so
what position we should take.

Principals should probably meet on Monday to discuss this and any other open issues. If

this is not possible, we could probably cover it in the Friday 5 pm meeting and Monday’s 8:30
meeting.

Details of the Minimum Wage Increases

The current Democratic draft has two $0.50 increases, the first one month from enactment
and the second 12 months later. The current Republican draft has increases of $0.35 on April 1*
2000, $0.35 on April 1* 2001, and $0.30 on April 1¥ 2002. The Republican package would cost
a full-time worker at the miriimum wage $900 over two years. The Democratic package would
simply restore the real value of the minimum wage to what it was in 1982.



Details of the Republican Tax Package

A draft JCT scoring of the Republican tax package is attached. It is similar to the one
proposed in the fall. The main provisions are:

REPUBLICAN MINIMUM WAGE TAX PACKAGE

10-year Cost (billions)

Small Business Provisions, Total 17.0
Accelerate 100% self-employed health insurance deduction 2.1
Increase section 179 expensing to $30,000 2.6
Increase business meals deduction to 60 percent 11.2
Other 1.1
Pension Provisions ($9.2 billion of total are limit increases) 18.1

Estate and Gift Tax Relief (mostly lower rates and converting unified

credit into an exemption) 87
Distressed Communities (mostly “American Community Renewal 2.0
Act” with 15 Renewal Communities)

Real Estate Provisions (mostly a phased-in increase of LIHTC) 4.9
Total Tax Cut $120.7

The estate tax provisions are barely targeted at small businesses, farms, or smaller estates.
Instead, the primary benefits go to larger estates. (One exception is a $227 million provision to
expand conservation easements.) Specifically, the fully phased in estate tax provisions would cut
the top rate from 55 percent to 48 percent, but cut lower rates by only 2 percentage points. It
would eliminate the 5 percent surtax, which only benefits estates worth more than $10 million.
And it would turn the unified credit for estates (which effectively means that estates below
$675,000 are not taxed) into an exemption. Like turning any tax credit into a deduction, this
would have no effect on estates in the lower bracket, and taxes for estates in the higher brackets.

Details of the Democratic Tax Package

We do not know very much about the Democratic package. Currently they have about
$30 billion of tax cuts and $20 billion of raisers. They are trying to make it fully paid for, but are
concerned that the raisers may alienate some of their members. Ifit is not paid for, they might
make it contingent on debt reduction and Social Security/Medicare solvency, similar to the
marriage penalty. This does not, however, seem very likely. The particular direction they go
will shape how we talk about our opposition to the Republican tax measures.




business. They will argue that these provide more tax relief for small businesses than the
Republican proposal. They will also probably include business meals, section 179 expensing,
school construction, deductibility of spouses on business trips, and other measures.

The Democratic tax package may include some estate tax provisions geared at small
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We are here today, on this beautiful morning, in this glorious setting, on behalf of
Americans like Cheryl Costas—people who don’t often get a chance to see a place like this.
They are people who work hard every day, stocking store shelves, washing dishes at
restaurants, cleaning our offices at night, and caring for our children during the day. They are
in every town and city in America, and of every racial and ethnic group. But they have one
thing in common: they earn the minimum wage--and they need a raise. We’re here today to
call on Congress to give them one. '

Ever since I ran for President back in 1992, I’ve had a vision of making our nation a
place where everyone responsible enough to work for it could have a shot at the American
Dream. And over the last seven years, with the help of a lot of people here today, we’ve
made that vision a reality for millions of Americans. We turned the economy around with a
new economic plan of fiscal discipline, expanded trade, and investment in our people. And I
believe we should continue down that path, by paying off the debt for the first time since
1835, strengthening Social Security and Medicare, and investing in education, health care, and
the environment. We helped millions of working Americans escape poverty by expanding the
Earned Income Tax Credit, and I’ve asked Congress to expand it again. We helped millions
of working parents take time off to care for a newborn child or a sick loved one by passing
family and medical leave, and I think we ought to expand the law to cover regular visits to
schools, too.



And in 1996, with bipartisan support, we raised the minimum wage in two steps over
two years, to $5.15 an hour. Now it’s time to raise it again, over two years, to $6.15 an
hour. Again we have bipartisan support in Congress. And again, the Republican leadership is
trying to stop us, only this time they know they can’t win on the facts.

Back in 1996, Republican leaders said that a higher minimum wage was “a job killer
cloaked in kindness.” They warned that it would throw young minorities out of work and lead
to a juvenile crime wave of “epic proportions.”

Time has not been kind to their predictions, and today, I am releasing a report from my
National Economic Council that puts to rest any lingering myths about the minimum wage.
Since we raised the minimum wage in 1996, the economy has created over 10 million new
jobs. The unemployment rate has fallen to nearly its lowest point in 30 years. The
employment rate of minority youth has gone up. Juvenile crime has gone down. We now have
the lowest poverty rates in 20 years and the lowest African American and Hispanic
unemployment rates on record. We’ve cut the welfare rolls in half, and thanks in part to a
higher minimum wage, millions have moved from welfare to work, and incomes are rising
even for the poorest groups of Americans for the first time in decades. And last month, we
achieved the longest period of economic growth in our entire history.

The new report I am releasing today also dispels another myth about the minimum
wage: That those who benefit are mostly middle-class teenagers working for gas money. In
fact, 70 percent are adults. Sixty percent are women. Almost half work full time. And many
are sole breadwinners struggling to raise their children on $10,700 a year.

In total, more than 10 million workers would get a pay raise if we raised the minimum
wage by a dollar an hour.

No American who works full-time should raise their family in poverty. This modest
increase would simply restore the real value of the minimum wage to what it was in 1982. But
for a full-time worker, it would mean an extra $2,000 a year. That’s real money--enough for
a family of four to buy groceries for 7 months or pay rent for 5 months.

Raising the minimum wage is the right thing to do for working families. And it’s the
smart thing to do for our economy. At a time when businesses are suffering labor shortages,
one of the surest ways to maintain high growth with low inflation is to bring more workers
into the job market. That is precisely what happens when you raise the minimum wage, as
this report shows. When you increase the reward for work, people who weren’t looked for
jobs decide to go to work.

There are a dozen good reasons to raise the minimum wage, and not a single one not
to. Even the Republican leadership understands that. So instead of arguing the facts, they’re
playing legislative slight-of-hand. For instance, they’re using the minimum wage bill as a
vehicle to repeal worker protections and pass irresponsible tax cuts that would threaten our
fiscal discipline and jeopardize our ability to extend the life of Medicare and Social Security



and pay down the debt by 2013. They’re also pushing to delay the minimum wage increase
over three years. That would mean at least $900 less in wages for a full-time worker making
the minimum wage.

If Republican leaders make workers wait another year for their full pay raise, or
hold the minimum wage bill hostage for risky tax cuts that threaten our prosperity, I will
veto it. It’s time for the leadership to stop their shell games. Stop nickle and diming
American workers out of the dollar-an-hour raise they deserve. Send me a clean,
straightforward bill to raise the minimum wage by one dollar over two years—and I’ll
sign it.

Raising the minimum wage by a dollar over two years is right for America, and right
for people like Cheryl Costas—hard-working Americans trying to keep body and soul together.
They deserve our admiration, and our support. And never have we been in a better position to
provide that support.

I am deeply grateful for the historic prosperity we enjoy. But our nation cannot live up
to its full potential until every American willing to work for it has a chance to share in that
prosperity. Raising the minimum wage is an important step to making that happen. Now, I
want to introduce someone who has been fighting for working Americans for almost 25 years
in Congress, Rep. Richard Gephardt.

[following remarks by Rep. Bonior, you will step back up to podium and close the
program]
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VERY PRELIMINARY
1-Mar-00
ESTIMATED BUDGET EFFECTS OF H.R. 3081,
THE "WAGE AND EMPLOYMENT GROWTH ACT OF 1999,
AS REPORTED BY THE COMMITTEE ON WAYS AND MEANS
‘Fiscal Years 2000 - 2010
[Millions of Dollars]
Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2000-05 2000-10
I. Amendments to the Fair Labor Standards Act 0f 1938 ..........cccciieiiiiiiiciisssssssssens = "= s == mmcmececcnccccccocoroacoacconcon- NoRevenue Effect --------cccecencecurccncmcaccccnoncns
Il. Small Business Provisions "
1. Accelerate 100% seli-employed health insurance
deduction and extend eligibility to those who choose
not to participate in employer-subsidized health ’
PIANS ..ooviiveiei ettt et s aar e e tyba 12/31/00 - -287 -1,093 -697 - - -2,077 -2.077
2. Increase section 179 expensing to $30,000 ...........cccc...... tyba 12/31/00 - -359 -816 -350 -187 -176 -160 -167 -188 -197 -202 -1,688 -2,605
3. Increasse business meals deduction (excluding :
entertainment expenses) to 55% in 2001 and 60% in
2002 and therealler .........c.cccevviiiiiiiiiiiniiiie e tyba 12/31/00 .- -259 -794 -1,090 -1,137 -1,186 -1,239 -1,294 -1,35t -1,412 1,477 -4,466 -11,239
4. B0% business meals deduction for workers subject :
to DOT hours of service mIation .........c.cceeeiiieineniiinieee : tyba 12/31/00 .- -39 -70 -64 -55 -47 -37 -26 -13 -276 -351
5. Provide that Federal tarm production payments are
\axable in the year of receipt (ignore election to take
the payments in an earlier year unless exercised) ............ B R R Previously Enacted « « « « « +« == ceceemccr et
6. Coordinate farmer income averaging and the AMT
and provide the same income averaging relief to -
commercial fIShermen .........cc.ccccivceeinnimmnisenecnsine e crnnneas tyba 12/31/00 - -1 -2 -2 -2 -3 -3 -4 -5 -6 -7 -9 -33
7. Repeal the occupational taxes relating to distilled
SPIfits, wine, aNd BN ........ccccriviiimrmvinnssoranisenissaesenaes 7/1/01 - -64 -75 -75 -75 -75 75 -75 -75 -75 -75 -364 -739
Total of Small Business Provisions ........ccccvuvecensetercerecencensocenes — -1,009 -2,650 -2,2718 -1,456 -1,487 -1514 -1,566 -1,632 -1,690 -1,761 -8,880 -17,044
Ill. Pension Piovisions
A. Provisions for Expanding Coverage
1. Increase contribution and benefit limits:
a. Increase limitation on exclusion for eleclive
deferrals to $11,000 in 2001, $12,000 in 2002, !
$13.000 in 2003, $14,000 in 2004: index in
$500 increments therealter [1] . ......ccooceevviienieniiccnnnns yba 12/31/00 - -131 <317 -468 -578 -640 -687 <735 -783 -832 -879 -2,135 -6.05¢
b. Increase limitaiion on SIMPLE electlive
contributions to $7,000 in 2001, $8,000 in 2002,
$9,000 in 2003, $10,000 in 2004; index in $500
increments therealter (1) yba 12/31/00 - -5 -14 -22 -27 -29 -29 -30 -32 -33 -35 -96 -25!
c. Increase defined benelfit dollar limit to $160,000 .......... yba 12/31/00 - -18 -31 -40 -45 -48 -50 -53 -85 -57 -59 -182 -45¢
d. Lower early relirement age to 62; lower normal
retiremant age 12 65 .. ..., : yba 12/31/00 - -3 -4 -4 -4 -5 -5 -5 -5 -5 -21 -4t




L 2

Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2000-05 2000-10
e. Increase annual addition limitation for defined
contribution plans 10 $40,000 [1] ......cccevevieennnivcinnene yba 12/31/00 - -6 -12 -14 -15 -16 -17 -19 -20 -21 -23 -63 -163
f. Increase qualified ptan compensation limit to
$200,000 [1] ooiieiiiiierc ettt st yba 12/31/00 -43 -74 -84 -91 -99 -107 -115 -122 -131 -139 -391 -1,004

g. Increase limits on delerrals under delerred
compensation plans of State and local govemments
and tax-exempt organizations to $11,000 in
2001, $12,000 in 2002, $13,000 in 2003, and

$14,000i0n 2004 [1] c.oeoeeiiiiccenenersie et neeeneens yba 12/31/00 - -53 -93 -108 -119 -128 -136 -145 -153 -162 -170 -500 -1,266
2. Plan loans for subchapter S owners, partners, and
SO PrOPIICIOIS ....cvviieieininiceeeicctee s e seeeaee s ese st e s nane Ima 12/31/00 - -18 -30 -33 -35 -37 -39 -42 -44 -47 -49 -153 -374
3. Modification of top-heavy fules ............ccceevnmrrinnieninennene pyba 12/31/00 -4 -9 -1 -12 -14 -16 -17 -19 -21 -23 -50 -146
4. Elective delerrals not taken into account for
purposes of deduction imils ..........ccccceovemnercrrencininnineans yba 12/31/00 - -40 -75 -87 -94 -101 -108 -115 -122 -129 -135 -396 -1,004

5. Repeal of coordination requirements for deferred

compensation plans of State and local govemments

and tax-exempt 0rganizations ............cccueeieii s yba 12/31/00 - -16 -22 -22 -22 -22 -23 -24 -25 -26 -27 -104 -228
6. Elimination ol user fee for certain requests

regarding employer pension plans; waiver applies

anly for request made during lirst S plan years {2] ............ rma 12/31/00 --- -9 -5 -5 . .- -19 -19
7. Delinition of compensation for purposes ol

deduction IMItS [1] ... e yba 12/31/00 -1 -2 -3 -3 -3 -3 -3 -3 -3 -3 -12 -28
8. Option to treat elective deferrals as alter-tax

contribulions ... rerrren + e tyba 12/31/00 .- 50 100 131 144 89 -2 -104 -218 -345 -485 514 -640
9. Reduce PBGC premium ior new plans of small }

EMPIOYBIS [2) oot e pea 12/31/00 .- B [3]) [3] [3) [3) [3} 3] {3]) [3] [3) -2 -4

10. Phase-in of additional PBGC premium for new
plans; inctude additional variable premium relief for pea 12/31/00 &
small employers [2] ... ..ccccoe oot et pyba 12/31/00 - - [3) 13) [3) [3) [3) (3} (3) [3) 3] -12 -27

Subtotal of Provisions tor Expanding COVeIage ............cccvevieviieiieireneeirnrneserceneensnnns .- -297 -591 ~773 -904 -1,056 -1,225 -1410 -1,604 -1.815 -2,035 -3,622  -11,709
B. Provisions lor Enhancing Fairness for Women
1. Additional catch-up contributions for individuals age
50 and above - increase in maximum contribution
limits lor pension plans by 10% annually beginning

in 2001, Not 10 exceed 40% .........ccccvuevennirivecsiniirencicnnne yba 12/31/00 -~ -74 -152 -131 -99 -95 -97 -100 -101 -103 -103 -550 -1,054
2. Equitable treatment for contributions of employees

to defined contribution plans (1] .....ceeeriinnnieniinneninnn. yba 12/31/00 - 51 .78 -84 -91 -97 -104 111 -118 -124 -131 -401 -989
3. Fasler vesling of certain employer matching

CONADULIONS ..o vt ccinreccnreeecesseescesresente e e eeneee e nene pyba 12/31/00 R R -I AR EE LR Negligible Revenue Effect - - - - - - - - - - I

4. Simplily and updale the minimum distribution rules
by modifying post-death distribution rules, reducing
(1o 10%) the excise tax on failures to make
minimum distributions, and directing the Treasury to
simplify and finalize regulations relating to the

minimum distribution rules .............cccccrvneencrmreeccncecrneeneee yba 12/31/00 - -118 -212 -239 -268 -297 -330 -366 -402 -441 -484 -1,135 -3,157
5. Clarification of tax treatment of division of section

457 plan benelits upon divorce ...........ceeceveeiieiineininnines tdapma 12/31/00 - --cccceccsceii ittt e Negligible Ravenue Effect - - -~ -~ -~ <« - cecme e oo
6. Modification of sale harbor relief for hardship

withdrawals trom 401(k) plans ............cccccevecinniicicnnnees yba 12/31/00  ~-ec-c ittt Negligible Revenue EHECt - - = - -« ==« - s eace i

. Subtotal of Provisions for Enhancing Faimess for Women .............c.cceinnenininnnnnn, - -243 -442 -454 -458 -489 -531 -577 -621 -668 718~ -2,086 -5,200



@

2007

Provision Effective 2000 2001 2002 2003 2004 2005 2006 2008 2009 2010 2000-05 2000-10
C. Provisions lor Increasing Portability for Participants
1. Rollovers allowed among governmental section
457 plans, section 403(b) plans, and qualified plans ........ dma 12/31/00 - 26 -5 -5 -5 -5 -5 -5 -6 -6 6 6 -22
2. Rollovers of IRAs 1o workplace retirement plans dma 12/31/00  -----ereececitetitt et Negligible Ravenue ERect - - =« -« - e v meceemen oo
3. Rollovers of alter-tax retirement plan contributions ........... dma 12/31/00  -------cccrccem sttt it iae e Negligible Revenue Effect - - - - = - < - -« - o e e oo cveeee ool
4. Waiver of 60-day rule ..........ccoeoeriiiinniinie e dma 12/31/00  +---ece-eieicirae ittt ccee e e Nagligible Revenue Effect - - -« = - < <« e e e e e e e e eeo i
5. Treatment of lorms of qualified plan distributions yba 12/31/00  cec-ccreeccceir ittt e it ee s Negligible Revenue Effect - < -« - -+« e cceecemnn i,
6. Rationalization of restrictions on distributions ................... da 12/31/00  -------ccccccccacicccccictoioaneen Negligible Revenue Effect - - - <~ =<« e cevceevemennvn .
7. Purchase of service credit in governmental defined
benefit Pans ..........cccceiiiiiiin e ta 12/31/00 --c--c-icecieiie ettt Negligible Revenue Effect - - - - - - - - - - - - e e cm e
8. Employers may disregard rollovers for cash-out
AMOUNES ...ttt reeiesss st eae s ese s b e sansneasansaeessanas da 12/31/00  s-cccccccamcccccaeticiiiccceneen Negligible Revenue Effgct - - < << ==« - e e eccecnenateao.
9. Minimum distribution and inclusion requirements for .
SECHON 457 PIANS ......ove e v criree e r e rece e e nareenaes dma 12/31/00  c-vccssiiems et c et ettt Considared in Other Provisions - « - - = = =« e - e e oo amaamen ..
Subtotal of Provisions for Increasing Portability for Participants ..................ccocieeeiiien. - 26 -5 -5 -5 -5 -5 -5 -6 -6 -6 6 -22
D. Provisions for Strengthening Pension Security and
Entorcement
1. Phase-in repeal of 150% of current liability funding

limit; extend maximum deduclion rule .........ccccevneiees e yba 12/31/00 -- -3 -14 -20 -36 -36 -38 -38 -39 -41 -42 -109 -307
2. Missing plan panicipants ..........cccoceveeeinnccenncenn [4) R R R Negligible Revenue Effect « - « < = <+« e ccveeennennornns
3. Periodic pension benefils statemants pyba 12/31/00  -----ecreccietiiiiiicaans R NoRevenua@ Effect - - - « - -« cccccecccevnnn e
4. Civil penalties for breach of tiduciary responsibility (5] ...... voo/8a DOE +evceeinciciieiiie it et et aaaet NO Ravenue Eff@Ct - -~~~ - - - - -~ cecemeeeman e,
5. Excise tax relief tor sound pension funding ....................... yba 12/31/00 - -2 -3 -3 -3 -3 -3 -3 -3 -3 -3 14 -29
6. Notice of significant reduction in plan benefit

ACCIUAIS ...t pateo/a DOE =~ ---ccccccccr ittt ieea el Negligible Revenue Effect - - -« - - - - = o - e e oo cvc et es
7. Investment of employee contributions to 401(k)

PIANS L.ooii it e ae s aans aiil TRA'97 ccvece-cicmin i ceiate et Neogligible Revenue Effect « - <« - < = - < e e mveemonaiire e
8. Repeal 100% of compensation limit for

MUIEMPIOYE! PIANS ..c.c.veeivieiererevrernresessees s e esessirenses yba 12/31/00 - -2 -4 -4 4 -4 -4 -5 -5 -5 -5 -19 -42
9. Technical correction 10 Saver ACl .........ccceemiucerneecenenenes DOE = scc-ercccraneeanceacacacacncaccteanns NOROVONUB ENOCH ~ = v nmvmece e emacee e e

10. Model spousal consent language and qualitied

domestic relations oOrder ............ccceeeveceerrrrrmsiereseises e ncnses (5] 0] S R R R AL LR R R NORBVENUBEHOCE - =« == = e n s s m e e mm e e e e e eiee e aean
11. Elimination of ERISA double jeopardy ...........ccoecvnvivicnnns aaocpo/@DOE  ----cvccccemii it a i et cic e e e ci e ceae s Negligible Revenue EHect - - - - <<« e oo e mcemcnnann e aae .
Subtotal of Provisions for Strengthening Pension Security

and ENfOrcament ... .......coviiiet i e e - 7 -21 27 -43 -43 -45 -46 -47 -49 -50 -142 -378
E. Provisions for Reducing Regulatory Burdens

1. Modilication of timing of plan valuations ..............ccecevnneaee pyba 12/31/00  -c-cevcciei ittt e te e Negligible Revenue ENect « -« < - -« c e e ecce e,
2. ESOP dividends may be reinvested without loss of

dividend deduction .........c...cceceimenunmninienisneieseeiosenens tyba 12/31/00 - -19 ! -44 -56 -61 €3 -66 -69 -7 -74 -7 -243 -60C
3. Repeal transition rule relating to certain highly

compensated 8mMplOYees ............c.cuicrieninenisieiienes pyba 12/31/00 - -2 -3 -3 -3 -3 -3 -4 -4 -4 -4 13 3z
4. Employees of tax-exempt entities [6] ...........cc..e.. DOE = = seececrccacccccccccccrcccrrreccccnenn Negligible Revenue Effect - - < - <~ - < - = e e ccmvecccnncnmeanns
5. Treatment of employer-provided retirement advice yba 12/31/00  -c-ceseeic et i e et s e e ae s Negligible Revenue Effect - - < = = =« - = - cceeve o cenannnoenneres
6. Pension plan reporting simplification {6] ............ccccvveruinnnne 7T ) e R R R R R R Negligible Revenua Effect - - < - - « -« c e cmccecmn e nnes
7. Improvement to Employee Plans Compliance

Resolution SySI8M [B] .......ccoeeverreeerecrarmmmmessesseseasseronsens DOE = ----eccececceccnncccennncronncenccocne Negligible Revenue Effact - - <« - - - < = - <= e cccmmmeamne e
8. Substantial owner benefits in terminated plans (2] ............ DOE = -eccceccccccccncncnacncccceacconcnanns Negligible Revenua Effact « « -« <« == cmcceecme e
9. Clarification of exclusion for employer-provided

WANSH PASSES .....oceeeeieiieeieieicerresaeeeiesaeeeernesnssaesresenseses tyba 12/31/00 - 6 -10 -13 -14 -16 -15 -16 -16 -16 16 -58 -13%
10. Repeal of multiple use test .............ccccorevnvieirmnniserenninnnn yba 12/3100  --ccccicerc it e et e e e Considered in Other Provisions - « « == =« «=cecemececcetnnnn
11. Flexibility in nondiscrimination and line of business :

Y1 (- O OO DOE = semvreciii ittt Negligible Revenue Effect - - = = < -« <« - - oo cvmeenne e



@ ‘*
Provision Etfective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2000-05 2000-10
12. Extension to international organization of
moratorium on application ol certain
nondiscrimination rules zpplicable to State and local _
government PIaNS ..o s e yba 12/31/00  c--ecicee it Noegligible Revenu@ Effect - - « -« - - e e e e e eemec oL
13. Notice and consen! periou regarding distributions yba 12/31/00 -l NoRevenue EHECt - - < = - - - - - - c e e e e e e i
14. Annual report dissemination ........... ..cceceeueee. fyba 12/31/98  -cecem o el NoRevenuUE EHECE - = - - < e mc e e e e e me e
15. Excess benefit plans ............ yba 12/31/99  cc-cce e Negligible Revenue Effoct - - - - < < < = < == o e e e e e
16. Benefil SUSPENSION NOLICE .......c.ccomiuviveniismensseieorssresinsnenes pyba 12/31/99  -eceeee it ieaeeae ol No Revenue Effect - - -~ -« o - e o e o mcece e
17. Clarification of church weltare plan status under
State INSUrANCe AW .........c..cccuriiireeecieereser s eeec e eene DOE et NoRevenuea Effect = « -« « < -« e e e cemcma e
Subtotal ol Provisions for Reducing Regulatory Burdens ...............c.cccoiviviniiicninnnnnenn. ee 27 -57 -72 -78 -81 -84 -89 -91 -94 -97 -314 -769
F. Provisions Relating to Plan Amendments .............ccccen... DOE = o eeceeiii it No Revenue Effect - - -« - -« - - v v v e cmemee e
Total of Pension ProvisSions ..........ccceveiiiiiiiiiinieieniiniiee it snceeceraie e sn e - -548 -1,116 -1,331 -1,488 -1,674 -1890 -2,127 -2,369 -2,632 -2,906 -6,158 -18,078
IV. Extension of Expiring Provisions
1. Work opportunity tax credit; credit cannot be
claimed unti after 8/30/00 (through 12/31/01) .........co....cu. e R R R R Previously Enacted - =~ - ==« - == - - - cceeoat i
2. Wellare-to-work tax credit; credit cannot be claimed
until alter 9/30/00 (through 12/31/01) ... e R R R e Previously Enacted - - -« -« - - -=c-cmmeiae i
Total of Extension of Expiring Provisions ........cccceeerevnirianiinnees crereerereraeneniis - - - - - - - - —- — - - —
V. Estate and Gift Tax Relief Provisions
1. Reduction in estate, gift, and generation-
skipping transier taxes: beginning in 2001, convert
the unitied credit into a true exemption, repeal the
5% “bubble” (which phases out the lower rates);
repeal rates in excess of 53%; in 2002, repeal rates
in excess of 50%; in 2003 through 2004, reduce all
rates by 1 percentage point a year; proportionately
-reduce State tax credit rates ...........cceeeerinceeieriiecerienneanne dda & gma 12/31/00 -~ -4,738 8,358 -7,247 -8465 9,134 -9674 -10,173 -10,916 -11,635 -26,808 -78,340
2. Provide deemed allocation of GST exemption .................. ta 12/31/99 - -1 -3 -4 -4 -4 -4 -4 -4 -4 -4 -16 -36
3. Provide retroactive allocation of GST for unnatural
orders ol death ...t e generally ea 12/31/99 - -4 -5 -6 -6 -6 -6 -6 -6 -6 -6 -27 -57
4. Allow severances of trusts holding property having
an inclusion ratio of greater than zero ...........c.cccecvvvvenen. e R R Included in Estate and Gift lom 3, - « = = < =« - e e e e oo i i
5. Modify certain valuation rates ..........cccccevecvvverrneennnecrieennnns e R LR TR Includedin Estate and Gift Item 3. - - - = < < - e c e e e e oo i ii
6. Provide relief trom late elections ...............ccoceerirveerennnnnan, T R R R Includedin Estate and Gift fem 3. - < - = - = e - < e e e oo oo L.,
7. Provide rule of substantial compliance ..............cccecoereere. - R R R R R included in Estate and Gift tem 3. « « - « - -« - -« e e e e eeee
8. Expand eslate tax rule for conservation !
easements - increase the 25 :nile limit to 50 miles;
increase 10-mile limit to 25 miles, and clarfy dda 12/31/99 &
that the date for derermining easement compliance dda 12/31/97 - -1 -15 -21 -22 -23 -24 -25 -26 -29 -31 -92 -227
Total of Estate and Gift Tax Relief Provisions ......c....c.ccccieiieeiiiccrnecinaninccnsonnnans -— -16 -4,761 6,389 -7,279 -8,498 -9,168 -9,709 -10,209 -10,955 -11,676 -26,943 -78,660



Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2000-05 2000-10

VI. Distressed Communities and Industries Provisions
A. "American Community Renewal Act of 1999°
1. Designate 15 renewal communities within 36
months; provide various incentives (zero capital
gains tax on cenain 5-year investments; special
deduction for real estate revitalization expenditures;
special expensing for certain business property;
work opportunity tax credit; environmental
remediation expenses; family development
accounts) beginning 1/1/01 and ending 12/31/07 ............. DOE -102 -197 -202 -201 -220 -247 -325 -141 -35 -76 -922 -1,74%
B. Timber incentives
1. Increase maximum reforesiation expenses
qualitying for amontization and credit from $10,000
10 $25,000; remove cap on amortization of
relorastation costs in 2001 through 2003 ..o tyba 12/31/00 .- -5 -15 -22 -27 -29 -32 -34 -33 -29 -25 -98 -250

Total of Distressed Communities and Industries Provigions .........cc...vccrmeieencreenns - 107 -212 -224 -228 -249 -279 -359 -174 - 64 -101 -1,020 -1,995

VH. Real Estate Provisions

A. Improvements in the Low-Income Housing Credit -
incte:ase per capita credit by $0.10 per year through
2004; therealter COLA; $2 million small State
minimum beginning in 2001; COLA beginning in
2005; modify stacking rules and credit allocation
rules; centain Native American housing assistance
disregarded in determining whether building is
Federally subsidized for purposes ol the

iov-income housing Credil .......cocceeimmviensinniaiensnneenns tyba 12/31/00 - -4 -24 -68 -140 -234 -345 -467 -601 -750 -913 -470 -3,545
B. Real Estate Investment Trust (REIT) Provisions
1. Impose 10% vote or valua test .......ccocvvrveeeenenniiennieniennnn. e R R R E L L L LR R R R Proviously Enacta@d - - - « < - - < - e cem it
2. Trealment of income and services provided by
taxable REIT subsidiarias .........cccccevurevmiiensnimcesnennsnenine, R R R R R TR Previously Enactad - - - - - = -« e e e o v e ettt
3. Personal property treatment for determining rents
from real property for REITS ......c.cccevvneviicerennnrinnes I e R E R R Previously Enacted - - - - -« -« e ve et
4. Special foreclosure rule tor health care REITs .................. © em | eeeemeceeiccciscciaccacnracanccoccsoronn Previously Enacted - - = <= === - cemccec ittt
5. Conformity with RIZ 90% dJistribution rules ..............ceeee R R R R LR R R R Previously Enacted < - - -« = - =« ccc e e ve ittt
6. Clarification of definition of independent operators
Or REITS ..ottt s s arsa s e saas s e T R R R R Previously Enacted - - - -« < == - - --emvm e
7. Modilication of earnings and prolits rules ..............ccooueeeneee - R L R R PR LR Previously Enacted « - « -« = - === == - cceeem i
C. Accelerate 5-Year Phasein of Private Activity Bond /!
VOIUMEB CaAP ..o eticcecissirs s e b atessa e cyba 12/31/00 -10 -41 -83 . -127 -163 -179 -179 -174 -167 -159 -425 -1,284
D. Exclusion from Gross Income for Centain Forgiven
Mortgage Obligations . doia 12/31/00 .- -2 -6 -6 -6 -7 -7 -7 -7 -8 -8 -27 -64
Total Of Real ESTAte PrOVISIONS c.cvviveeieerireenreareocssrrssssssmemsrsrsnssassasssnsssessssesossass —_ -16 71 -157 -273 -404 -531 -653 -782 -925 -1,080 -922 -4,893
NET TOTAL ..oiiiiiiiiiiiiiiicreeenn e ssnisseasisenssesrnasasssseasssanssnnasesens carnenes crnvereserns cvene — 1,69 -8810 -10,378 -10,724 -12,312 -13,382 -14,414 -15,166 -16,266 -17,524 -43,923 -120,67C

Joint Committee on Taxation

NOTE: Details may not add to totals due to rounding.

[Legend and Footnotes for Table #00-1 034 appear on the following page]
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Legend and Footnotes for Table #00-1 034:

Legend for “Ellective” column:

(1
(2)
13]
{41
(5}
[6]

aaocpo/a = any action or claim pending on or alter
aiii TRA'97 = as ! included in the Taxpayer Reliel Act of 1397
cyba = calendar years beginning after

da = distributions atter

doia = discharges of indebtedness after

dda = decedents dying alter )

dma = distributions made after

DOE = data of enactment

ea = events alter

gma = gifts made alter

Ima = loans made alter

Provision includes interaction with other provisions in Provisions for Expanding Coverage.
Estimate provided by the Congressional Budget Office.
Loss of less than $5 million.

Eftective for distributions from terminating ptans that occur after the PBGC has adopted final regulations implementing provision.
Depaniment of Labor penalties.
Directs the Secretary of the Treasury to modily rules through regulations.

.

pateo/a = plan amendments taking effect on or after

pea = plans established after

pyba = plan years beginning after .

f = reports for

fma = requasts made after

ta = transters after

tdapma = transfers, distributions, and payments made after
tyba = taxable years beginning after

voo/a = violations occurring on or after

yba = years beginning after
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Sylvia -

The rule for the minimum wage/small business tax bill raised a new issue that needs to be
considered for the floor SAP. Rather than create a self-executing rule to add a provision to the
bill that would allow States to opt out of the increase, they are sending to the floor a new bill that
already includes the opt-out language. Then they are allowing a moderate Republican (Mike
Castle, DE) to offer an amendment striking that new language.

We will need to consider how to address this in the SAP. Barbara, recommends (and Kieffer and
I concur) that we should add a sentence saying "the Administration strongly supports the Castle
amendment." Without it, many workers would be denied a raise. States would also have an
incentive to try to attract low-wage industries at the expense of their minimum wage workforce.

At the 8:30 meeting, you may want to raise this issue. In addition to whether or not to add
language supporting the Castle amendment, you may want to discusss whether we also want to
add a statement on the underlying opt-out language itself. On that front, we could:

1. Be silent.

2. Add general language that would cover the opt-out provision without directly refering to
it. "The Administration would veto any legislation that includes provisions that would
effectively undermine the minimum wage." or "...that would potentially deny many low-
income workers the benefits of an increase.”

3. Add a direct new veto threat. After expressing support for the Castle Amendment, add
"The Administration would veto any minimum wage legislation that includes opt-out
language such as that in H.R. 3846. Such a provision could deny the benefits of a higher
minimum wage to millions of low-income Americans."

The House begins legislative business at 10 am. Option 2 might be easier to clear on such short
notice.

As expected, the rule did not allow a Democratic substitute to the tax bill, although instructions -
to report particular changes could be incorporated in a motion to recommit. )

The rule does allow an amendment to increase the minimum wage in two steps rather than three.
However, Republicans either did not find a sponsor in their caucus or did not want the
symbolism of having a GOP member offer that amendment. In a creative twist, they allowed it
to be offered by Rep. Martinez of California, who lost his primary Tuesday, rather than give it to
any Democrat who might benefit politically from sponsoring it.

We should also add language explicitly supporting the Martinez amendment. which would
implement the two-step increase we called for in our Rules Committee SAP.

Brooke has added proposed language to the draft floor SAP (attached) on the Castle and
Martinez amendments but is looking for guidance on whether to address the underlying State
opt-out language. We have also made technical changes reflecting the effective dates of the
increases in the bill and the Martinez amendment. P
\
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For example, the Administration is concerned about provisions in the bill that would repeal
overtime protections for 1.5 million American sales employees, funeral workers, and computer
professionals.

H.R. 3081. the Wage and Employment Growth Act of 1999

By spending a substantial fraction of the non-Social Security surplus without a balanced
framework, the House tax package would threaten the Federal Government’s ability to extend the
life of Medicare and Social Security and pay down the debt by 2013. Absent an agreement on a
balanced framework, a bill composed of these provisions would not meet the pay-as-you-go
requirements of the Budget Act, which have helped provide the discipline necessary to bring us
from an era of large and growing budget deficits to the potential for substantial surpluses. The
bill in its present form contains tax cuts of such magnitude that they would require an
unacceptably large automatic sequester of mandatory programs, including Medicare.

The bulk of the tax provisions in H.R. 3081 are directed away from working families, and,
whatever their stated intent, would do little to help most small businesses or family farms. For
example, the estate tax relief is expensive, provides no benefit to average working Americans,
and is poorly targeted to its purported purpose of providing relief for small business owners and
family farms, because its three major provisions — conversion of the unified credit to an
exemption, repeal of the surtax, and reduction in top marginal rates — would provide a
disproportionate benefit to the very wealthiest estates.

H.R. 3081 also contains pension provisions that would raise the maximum retirement plan
contribution and considered compensation limits for business owners and executives. This
provision would weaken the pension anti-discrimination and top-heavy protections for moderate-
and lower-income workers. These provisions are regressive, would not significantly increase
plan coverage or national savings, and could lead to cuts in retirement benefits for moderate- and
lower-income workers while benefits for highly paid executives are maintained or even
increased.

Conclusion

The Administration urges the Congress to refrain from passing either a minimum wage increase
that would be delayed unacceptably or fiscally irresponsible tax cuts that would threaten Social
Security, Medicare, and debt reduction, and are not targeted at the needs of working families.
The Congress should pass clean legislation that would raise the minimum wage by-$tovertweo
years in two equal steps and that would increase the rewards for work in a manner that would be
good for the country and good for working families who are struggling to make ends meet. The
legislation should not be encumbered by provisions that-are-unrelated-to-this-tnerease-or that
would undermine thé minimum wage increase:or existing labor protections. And any tax bill
passed by the Congress should be fiscally responsible and adhere to a framework that protects
the Federal Government’s ability to extend the life of Medicare and Social Security and pay
down the debt by 2013, such as the Democratic alternative does.
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rMarch 7} 2000

) THE WHITE HOUSE
"1# WNHﬂNGTON '

-The Honorable Thomae A Daschle 'j'd.-~ s

. Democratic Leader - ' . U

United States. Senate

'Z-Washlngton, D.C. ,ZOS;O'f'?".'ﬂ';?.'.Tf '_f‘i o dft

Dear Mr Leader- 'd'

T am wrltlng thls 1etter to strongly encourage Congress to paee , -
clean,. stralghtforward 1egislatlon to raise the minimum wage. by. $1 --

. from $5.15 to $6.15 -- 1n two:equal pteps. Worklng families across :
. ~this country deeerve an 1ncrease that Smely restores the realzvalue.'

Wof the mlnlmum wage tQ what it was 1n 1982.;; - _”.H,_

-Those who argue thls modest pay raise would harm the economy could
- not. be more wrong, . Since. 1996,.when I worked w1th Congreee to raise

.30 years,,more 'than 10 million new jObB have been created and
. economlc growth has averaged 4 .3 percent e

the minimum wage by."90- cents over 2. véars, the unemploymernt rate. has'n_ o
fallen from 5.2 percent to 4.1 percent .-- near the - lowest.- 1eve1 dn. o

_Deeplte thls overwhelmlng evldence, some 1n Congress are 1nslst1ng

' on a lengthier 3-year: increage in:the. minimum wage -~'a deldy that
. would cost a Full- -time, year-round worker ‘more than $900 ‘over.

.....

2 years.  Others have chosen to yse the minimum wage increasgse . as:h

a vehlcle to repeal. Aimportant” overtlme protectlons for Amerlcan

- .workers.. And finally, some are using this minimum wage ‘increase -

©  to. pass irresponsible tax .cuts that would threaten our flscel '
. discipline and: jeopardrze our, ablllty to- extend the llfe of -
-g,Medlcare and So 3| v

i

 Let me e clear hig'is the wrong'approach

| provisions that delay: this overdue pay: raise or :jeopardize: our
. ability ‘to. strengthen. Social Securlty ‘and Medlcare ‘and’ pay down
~the debt by 2013 for future generatlons.;- : .

" I'will ve'o any
leglelatlon ‘that’ ‘holdg this' minimum wage 1ncreaee hostage to.

'-]All Amerlcans sh rd he'able to share in’ our current economlc R

. prosperity...'For '
" increase would provide a .82, 000 annual rajise ——-enough

pll-time worker at’ the minimum. wage:

.famlly of four:to’ buy grocerles “for 7. monthe or. pay'rent for

'3{5 months. ~More, than’10'million workers would ‘bénefit from

*;h81ncere1y,._

. “this. .proposal, the majcrlty of .them” women.a Congrese ehould
“do’ the rlght thlng and glve these workere a. ralse s
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THE WI-IITE HOUSE
y WMﬂﬂNGTON

The Honorable Trent Lott l : ii'" o e

.,'Majorlty Leader

-Unlted States Senate B
_Washlngton,_D C 20519'

'-,Dear Mr Leader

"I am wrltlng thls letter to strongly encourage Congress to pass _
- clean, stralghtforward 1eglslat10n to raise the minimum wage by $1 --
 from $5.15 to. $6. 15'—% in two equal steps. Wbrklng famllles across

this- country deserve afi“indrease . that Smely restores the real value

"lof the mlnlmum \ wage to. what 1t was i 1982,

'“g'Those who argue thlE modest pay raise would harm the economy could

‘not’ be more.wrong.. Since 1996, when I worked with Congress to raise’
- the minimum . wage by 90 cents’ over 2 years,;the unemployment .rdate has
-fallen from 5, percent ‘to 4.1 percent -=- near the lowest.. level in
. .30 years, more than 10 milllon new jObS have: been created -and

_economlc growth ‘hag averaged 4. 3 percent . L

_Desplte thls overwhelmlng ev1denca, some n Congress are 1n51st1ng
-on-a. lengthler 3= year lncreaee An the mlnlmum wage A delay that -

would cost a 'full-time,’ ‘yéar-round worker more than $900 over. .

- 2 years. .Others have' ‘chogén to' use. the minimum wage increase as
. a vehicle to repeal 1mportant overtlme protectlons for Amer;can

:5_workersu_ aAnd’ flnally, gome;’ are. uslng this minimum wage’ lncrease-'

e .

;Let.me be clear=-—;thls ig ‘the wrong approach’.
;leglslatlon ‘that holds: thls minimum " wage 1ncreaee hostage to:

'dSlncerely,..”ff{“J?

- .to pass 1rreepon51b1e tax:. cuts that’ would threaten our figceal
- ‘disciplimie and’ jeopardize oux abillty to-extend thelllfe-of
3 X ‘pay.d

Medlcare and Soc1al¢Secur1t

‘I'williveto any

provisions that. delay this -overdue ‘pay., raise . or jeopardlze ‘our

!ablllty to etrengthen Soc1al Securlty and Medlcare and pay. down
_;the debt by 2013 for future generatlons.,-,;hﬁ. _,;. ﬂ__,_,,

All Amerlcans should be able to share 1n our current economlc

-nprosperlty For 'a. full tlme'worker at: the mlnlmum ‘wage, "this .
..increase ‘would prov1de a- $2 000" annual raige -- enough for a.

family of four to buy ‘groceries” for .7 months or pay ‘rent for

"5 months. More than 10: million workers would benefit from
this" proposal the majorxity of ‘them' -women, . . congress - should

do the rlght thlng andlglve these workers a- ralse.37~

. [oog




N

03707700 _ TUE 05:24 FAX WH LEG AFFAIRS CORRESPON

| Ma‘r"chf 7 zo_mj

.Thoee who argue this
- .not be more ‘wrong. Sane 1996, when I worked with Congress to raise -
. the wminimum wage by 90 cente over 2 yeare, the unemployment rate has

'leglslatlon that holde'thls mlnlmum wage increase: hostage to'

-.Slncerely,'

doo2

. THE WHITE HOUSE
wmsnn«noN

The Honorable Rlchard A Gephardt P E

Democratic. Leader g L S
House of Representatives - j'j L
Washlngton, D C. 20515 LT ﬂh3; 'T.T". S

'”Dear Mr Leader4

"I am wrltlng thlS 1etter to etrongly encourage Congress to paes. '
. clean, stralghtforward 1eglslatlon to raise the minimum wage by $1 -=
- from $5.15 to $6.15%--"in two equal .steps. Worklng families across
. this’ country deeerve anllncreaae that simply, restoree the real value
- of the mlnlmum wag ) Co :

[e] what 1t wae 1n 1982....

podest pay ralae would harm the economy could

‘fallen from 5. peréént to 4.1 percent - near the :lowest level 1n'““‘~'
30 years, more - than«lo million new jobs have been created and
_ economlc growth hae averaged 4. 3 percent T :

-."| B .i e ' " R '.' . . ’
Desplte this overwhjf _”g ev1dence, eome in Congress are 1nelst1ng :
orn -a lengthier 3- year.;ncrease in the minimum wage -~ a delay that
would . cost - a full- tlme, "year-round workexr more. than $900 over -

2 years. .Others have chosen ‘to use ‘the minimum: 'wage . incresse - ae,'

a. vehlcle to repeal 4mgortant overtlme protections. for Amerlcan

. workers. . And flnally,:some are uding this minimum .wage 1ncrease

. .to pass 1rreepons1b1e tax cuts that. would threaten: . our, fiseagl -

- “discipline and" jeopardize our. ablllty to: extend the life of -
j-ﬁMedlcare and SoC1a1wSecur1ty and*pay"down,t e-debt b 01

"TT”;.sI w1ll.veto any

provisions that'delay . this overdue pay: raise; or jeopardlze our”

. ability to gtrengthen Soc1al Security and Medicare and pay down i
-ﬂ_the debt by 2013 for future generat;one .

-4

A1l Amerlcans should be able to: share in our’ current economlc-“
. prosperity.  For a full-time worker &t the minlmum wage, " this.
~increase would provide a. sz, OOD annual raise ‘-~ enough for a
family of four ta buy grocerlee £or. 7. months or pay rent’ for

5 months ' More than’ 16 million workers ‘would benefit’ from

‘this proposal, the- majorlty of them . ‘women. . Congreee should

do the rlght thlng and glve these workerl a ralse .
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Description of Possible Tax Proposal
. for
Democratic Substitute for Minimum Wage Tax Bill

" The Democratic substitute would provide approximately
$30 billion over the 10-year budget window in tax relief targeted to
small businesses. The cost of that tax relief would be fully offset.
Following is a description of the tax benefits and offsets which are
included in the Democratic substitute. |

Tax Benefits

1. The substitute contains a permanent extension of the Work
Opportunity Tax Credit and the Welfare to Work credit. In
addition, the substitute would remove the age restrictions on
the eligibility of food stamp recipients for the WQTC. Both of
those credits are designed to encourage employment of
disadvantaged workers. Under current law, they will
terminate December 31, 2001.

2.  Under current law, there is a phase-in of 100 percent
deductibility of health insurance premiums paid by the self-
emploved. For year 2000 the percent deductible is 60 percent,
and it will reach 100 percent in 2003. The substitute would
accelerate 100 percent deductibility to years after 2000.

3. Under current law, small businesses are permitted to deduct —
currently (i.e., expense) a portion of their business
investments in plant and equipment. The amount that they
may expense is $20,000 in 2000 and is scheduled to be
increased to $25,000 in 2003. The substitute would provide a
$30.000 limit on expensing for small businesses effective for
years after 2000. '

4. Section 415 of the Code imposes limitations on contributions
| and benefits under qualified employer retirement plans. The
substitute contains modifications to those limitations for
multiemployer plans and plans maintained by tax- exempt

organizations. '
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Under current law, a 10% investment tax credit and 7-year
amortization are allowed for the first $10,000 of reforestation
expenses incurred by the taxpayer during any year. The
substitute would increase the investment credit to 20%,
shorten the amortization period to 3 years, and increase the
dollar limitation on these benefits to $20,000.

Currently, 50% of business meal and entertainment expenses
are deductible. The substitute would increase the deduction
to 65% for small businesses. For this purpose, small
businesses would be defined as businesses with annual gross
receipts of less than $5 million.

The substitute would repeal a provision that disallows the
business deduction for travel expenses incurred with respect
to a spouse, dependent, or other individual accompanying the
taxpayer on business travel.

Under current law sec.127, there is an exclusion for amounts
paid by an employer for the education or training of an
employee. The substitute would provide an exclusion for

ostsecondary educational benefits provided for the |
emplovees’ children. There would be a $2,000 per-child limit
on the exclusion. |

The substitute would increase the limitation for calendar year
2001 on the Qualified School Academy Bond Program from
$400 millio $1.4 billion. In addition, the substitute would
authorize/$1 Lbillion in school construction bonds for
calendary&ar 2001 as provided in the President’s school
construction initiative. Contractors on projects funded under
the program who fail to pay prevailing Wagc rates would be
subjected to a pena.lty tax.

The substitute would repeal the changes made to the
installment method by section 536(a) of the tax extender bill of
last year.
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fstate Tax Relief

Under current law, there is a $1.3 million exclusion from the

‘estate tax for interests in farms and closely held businesses. In the

case of a married couple, a separate $1.3 million exclusion is
available for each spouse if they meet the requirements of the
exclusion. Married couples with large amounts of assets typically
can engage in estate tax planning so that the full benefit of the $1.3
million exclusion is realized in the estate of each spouse. That
planning is more difficult in the case of married couples with
moderate amounts of wealth. Therefore many couples lose the full
benefit of the $1.3 million exclusion.

The substitute effectively would create a o ion exclusion
per family for farms and closely-held businesses. The substitute
would accomplish this by increasing the limit on. the small business
exclusion from $1.3 to $2 million and by providing that the portion
of that exclusion not used in the estate of the spouse to first die will
be allowed to the estate of the other spouse.

Revenue Offsets

A. Tax Motivated Expatriation

In 1995 and 1996, there was a bitter partisan debate over the
issue of tax motivated expatriation. Over the objection of the
Clinton Administration the Senate Republicans and Democrats and
the House Democrats, the House Republicans enacted their version
of expatriation legislation. That version left many avoidance devices
untouched and does not appear to have been ineffective in stopping
tax-motivated expatriation.

The substitute would include the provisions of H.R. 3099,
introduced by Mr. Rangel. Those provisions are substantially
identical to provisions included in the President’s budget this year.

The Treasury estimates that the provisions would raise
approximajely $3 bﬂlio@ 10 years. [g_f 6";“’/1‘ [ ¢ o A
N e . o
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The provisions in the alternative -

1. Impose a tax on the unrealized appreciation in the value of an
expatriates’ assets with a $600,000 gain exclusion
($1.2 million exclusion for married couples).

2.  Eliminate the ability to avoid estate and gift taxes through
expatriation by imposing a tax on the receipt by U.S. citizens
of gifts or bequests from expatriates.

3. Eliminate the ability to expatriate on an informal basis.

B. Corporate Tax Shelters

The substitute includes provisions to address the increasing
use of aggressive tax avoidance strategies by corporations. Under
current law, there is a court-developed doctrine that requires
transactions to have economic substance in order to be respected
for tax purposes. The proposal would codify and strcngthen this
court-developed doctrine.

Under current law, there is a substantial understatement
penalty equal to.20 percent of the understatement. There are
exceptions to that penalty where the taxpayer shows reasonable
cause or where the taxpayer has a legal opinion justifying the
transaction. The proposal would modify the substantial
understatement penalty in two ways. First, it would increase the
penalty from 20 to 40 percent unless the transaction was disclosed
to the Internal Revenue Service. Secondly, it would provide that
the current law exceptions from the penalty are not available where
the tax benefits are denied because of lack of economic substance.

The substitute would also impose penalties on promoters of
shelters where a court determines that the shelter lacks substance
or is a sham. It would also limit the ability to use losses incurred
abroad
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2_. Estate Tax

Before the Taxpayer Relief Act of 1997, there was a provision

‘hat phased out the benefits of the unified credit. A drafting error

o the 1997 Act inadvertently repealed that phaseout. That drafting
srror provided unintended estate tax reductions to estates with
assets in excess of $17 million. The substitute would restore that
phaseout, raising approximately $1.4 billion over 10 years.

Under current law, taxpayers routinely claim valuation
discounts when making gifts or bequests of fractional interests in
entities such as stock in a corporation or a partnership interest. A
common estate tax avoidance device is to transfer marketable
assets to a family limited partnership and claim valuation
discounts for gifts or bequests of interest in those partnerships.
The substitute would include the provision recommended in the
President’s budget that would eliminate valuation discounts excépt
to the extent that they apply to active business assets. This
provision would raise approximately $7.2 billion over 10 years.

D. Other Revenue Offsets

The substitute includes a provision that would conform the
amortization period (currently S years) for startup and
organizational expenses to the period (15 years) applicable to
goodwill. This provision was included in the President’s budget and
it would raise approximately $2.4 billion over the 10-year budget
window. The provision liberalizes current law by providing
immediate write-offs for small businesses.

The substitute also includes the modification to the foreign tax
credit carryback period that was passed by the Senate as part of its
tax extender bill. That provision would limit the carryback to one
year. It would raise approximately $3.5 billion over the 10-year
budget window.

The substitute would also limit the ability to avoid capital
gains tax through the use of swap funds.

_5-
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#00-1 034
VERY PRELIMINARY

1-Mar-00
ESTIMATED BUDGET EFFECTS OF H.R. 3081,
THE "WAGE AND EMPLOYMENT GROWTH ACT OF 1999,"
AS REPORTED BY THE COMMITTEE ON WAYS AND MEANS
Flscal Years 2000 - 2010
[Millions of Dollars]
Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 200005 2000-10
I. Amendments to the Fair Labor Standards Act of 1938 ..........ccccccccrcccssessscssessnssoes == o= = = ecccmrcocescccacsccnnnn ecse-scanana No Revenue Effect - =--cco-cvecccocenccccmccrcecccccencnn
il. Small Business Provisions *
1. Accelerate 100% sell-employed health insurance
deduction and extend eligibility to those who choose
not 1o participale in employer-subsidized healith -
plans ......ceeeeune tyba 12/31/00 — 287 -1,093 -697 —-— - - - - — - -2,077 -2.077
2. Increase section 179 expensing t0 $30,000 ..........c.cccoeeuene tyba 12/31/00 - -359 -816 -350 -187 -1768 -160 -167 -188 -197 -202 -1,688 -2,605
3. Increase business meals deduction (excluding ) )
entertainment expenses) to 55% in 2001 and 60% in
2002 and thereafler ........c..ccouirrenvansenssisanses tyba 12/3100 - -259 794 -1,000 -1,137 -1,1868 -1,239 -1,294 -1,351 -1412 -1477 -4,466 -11,239
4. B0% business meals deduction for workers subject ) - :
to DOT hours of service limitation tyba 12/31/00 - -39 -70 -64 -55 -47 =37 -26 -13 - -276 351
5. Provide that Federal farm production payments are
taxable in the year of receipt (ignore election to take
the payments in an earlier year unless exercised) ............ m=  eeveccscccsscscssccacccccccs becccacocnan Praviously En8cted - - » <= =< -=-s-cceccce ettt
6. Coordinate farmer income averaging and the AMT
and provide the same income averaging reliel to -
commercial lishermen tyba 12/3100 - -1 -2 -2 -2 -3 ] -4 -5 -8 -7 -9 -33
7. Repeal the occupational taxes relating to distilled
spirits, wine, and beer 7101 — -84 <75 -75 -75 <75 75 <75 <75 -75 -75 -364 <739
Total of Small Business Provisl - 1,009 -2650 -2,278 -1,456 -1,487 -1514 -1566 -1,632 -1,690 -1,761 -8,880 -17,044
ill. Pension Piovisions
A. Provisions for Expanding Coverage
1. Increase contribution and benelit limits:
a. Increass limitation on exclusion for elective
deferrals to $11,000 in 2001, $12,000 in 2002, !
$13,000 in 2003, $14,000 in 2004; index in )
$500 increments thereaiter [1} . yba 12/31/00 - -131 317 -468 -578 -840 -687 -735 -783 -832 -879 -2,135 -6,05¢
b. Increase limitation on SIMPLE elective
contributions to $7,000 in 2001, $8,000 in 2002,
$9,000 in 2003, $10,000 in 2004; index in $500 _
increments thereafter (1) yba 12/31/00 - -5 -14 22 -27 -29 -29 -30 -32 -33 -35 -96 -25!
c. Increase defined benefit dollar limit to $160,000 .......... yba 12/31/00 -~ -18 -31 -40 -45 -48 -50 -53 -55 -57 -59 -182 -45¢
d. Lower early relirement age lo 62; lower normal
relirer 51t age 12 65 .. yba 12/31/00 - -3 -4 -4 4 -5 -5 -5 -5 -5 -5 -21 -4!




Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2000-05 2000-10

e. Increase annual addilion limitation for defined

conlribution plans 10 $40,000 {1) yba 12/31/00 - 6 -12 -14 -15 -16 -17 -19 -20 21 23 -63 -163
1. Increase qualitied plan compensation limit to ) ’

$200,000 {1] .ccoeevrniennn yba 12/31/00 - -43 74 -84 <91 -99 -107 -115 -122 -1 -139 -391 -1,004

g. Increase limits on delerrals under deferred
compensalion plans of State and local govemments
and tax-exempl organizations to $11,000 in
2001, $12,000 in 2002, $13,000 in 2003, and

$14,000 in 2004 {1} yba 12/31/00 - -53 -93 -108 -119 -128 -136 -145 -163 -162 -170 -500 -1,266
2. Plan loans lor subchapter S owners, parntners, and .
sole proprietors ima 12/31/00 - -18 -30 -33 -35 -37 -39 -42 -44 -47 -49 -153 -374
3. Modification ol top-heavy rules pyba 12/31/00 - -4 -9 -1 -12 -14 -18 -17 -19 -21 -23 -50 -146
4. Eleclive defarrals not taken into account for :
purposes of deduction limits yba 12/31/00 - -40 715 .87 -94 -101 -108 -115 -122 <129 -135 -396 -1.004

5. Repeal ol coordination requirements for deferred
compensation plans of Siate and local govemnments
and 1ax-exempt 0rganizations .............ccceeereerecsvevensenrennsnns yba 12/31/00 - -16 -22 -22 -22 =22 -23 -24 -25 -26 -27 -104 -228

6. Elimination of user fee for canain requests
regarding emp'oyer pension plans; waiver applies
nnly for request made during lirst 5 plan years [2] ............ ma 12/31/00 - -9 -5 -5 - - - - e - -19 -19

7. Delinition of compensalion for purposes of
deduction Mils (1] ......cocoiiriiiennsnirie it cseressne s essaenes yba 12/31/00 - -1 -2 -3 -3 -3 -3 -3 -3 -3 -3 -12 -28

8. Option to Ireal elective deferrals as alter-tax
CONAbUNONS ...oo.veevenirrcnenaens. rerrseesenes taanes tyba 12/31/00 o 50 100 131 144 89 -2 -104 -218 -345 485 514 -640

9. Reduce PBGC premium lor new plans of small : ’ .
employers [2) .........ccooveennerennen. pea 12/31/00 - - I3] [3} (3] [3] {3) [3) 3] 3] 3} -2 -4

10. Phase-in of additional PBGC premium for new
plans; include additional variable premium relief for pea 12/31/00 &
small employers [2] ..... ......... pyba 12/31/00 — - 3] 3} {3) {3) ()] {3) 3} 3} [3) -12 -27
Subtotat of Provisions for Expanding COVOIAQE ............eceeeemnerreerensesssesscrasesssssssssnns - -297 581 <773 -804 -1,056 -1,225 -1,410 -1,604 -1,815 -2,035 -3,622 -11,709
B. Provisions tor Enhancing Fairness lor Women
1. Additional caich-up conlributions for individuals age
50 and above - increase in maximum contribution
limits lor pension plans by 10% annually beginning
in 2001, not to exceed 40% yba 12/31/00 - <74 -152 -131 -89 -95 -97 -100 -101 -103 -103 -550 -1,054
2. Equitable treatment lor contributions of employees
to defined contribution plans [1] yba 12/31/00 - 51 .78 -84 91 -97 -104 -111 -118 -124 -131 -401 -089
3. Faster vesling of certain employer matching ’
contributions ....... pyba 123100  -<---c-ccceenn.. [ro--e--meeeseemmeemeeas Negligible Revenue Efect - - - - - - - - - - AR R R E R
4. Simplily and update the minimum distribution rules !

by modilying post-death distribution rules, reducing

(lo 10%) the excise tax on lailures 1o make

minimum distributions, and directing the Treasury to

simplify and finalize regulations relating to the :

minimum distribution rules yba 12/31/00 - -118 212 -239 -268 -297 -330 -366 -402 -441 -484 1,135 -3,157
5. Clarification ol tax treatment of division of section

457 plan benelfits upon divorce tdapma 12/31/00
6. Modification of sale harbor relief for hardship :

withdrawals from 401(k) plans yba 12/31/00

Subtotal of Provisions tor Enhancing Faimess for Women

................................ -489 -531 577 621 -668 -718 © -2,086 -5,200




Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2000-05 2000-10
C. Provisions lor increasing Portability lor Participants
1. Rollovers allowed among govemmental section
457 plans, section 403(b) plans, and qualified plans ........ dma 12/31/00 - 26 -5 -5 -5 -5 -5 5 -8 -8 -6 6 -22
2. Rollovers ol IRAs to workplace retirement plans ...... dma 12/31/00  cccc-- ctecees temecrccceccann ssveseccccas Nogligible REVONUE ENfECt « -« ooecoccccaacoccacecccecancnnnan.
3. Rollovers ol alter-lax retirement plan contributions dma 12/31/00 2 --c--c-ccccaaccneccacrccrcnccnacnnnnn Negligible Revenue Efect - - =« c - c o« cccemeeeeeaneneaaanannn..
4. Waiver of 60-day rule ...........coeeeees dma 12/31/00 2 cecccnecccanecarcctcccctcacsscsccansne Neogligible Revenue@ EHECt - - =« = « =« e = - e c e cece e e i e iiiaiaannn
5. Trealment of lorms ol qualified plan distributions .............. yba 12/31/00  ccc-ccccccniii e iiieaeiae.s Negligible Ravenug Effgct - - = e e = e e e e e e eeeencneaeiaaiatn
6. Rationalization of restrictions on distributions ..........eeeuesee da 123100 -cccc-ecescccccccticciiiicniictonnan Negligible Revenue Effect - - - -~ - -~ -=-vccmcereeneeaaan e
7. Purchase ol service credit in governmental defined
benetil plans ......... @ I2/31/00 2 -eccceccee i ieciicceaencccceaaaa Negligible Revenue Effoct - - « < -« o < e ccccee oo,
8. Employers may disregard rollovers lor cash-out
amounts ............coeeeeeen da 12/31/00 cecccccccccnantccccnaan. “eccecaccacncs Negligible Revenue Effect - < - ===+ ccceocccccccccananaaaaaa..
9. Minimum distribution and inclusion requirements for .
section 457 plans ....... dma 123100  -------. cmseerescccecccccacceeacana-Considared in Other Provisions - -« «s-ccscsccecccaccacacceoacnnan.
Subtotal of Provisions lor increasing Portability for Participants ............c.cceceeeeeeveneene - 26 -5 -5 -5 -5 -5 -5 -8 6 -6 6 -22
D. Provisions for Strengthening Pension Security and
Enforcement
1. Phase-in repeal of 150% of current liability funding
limit; extend maximum deduction rule . ........ceceeecceeen conene yba 12/31/00 - -3 -14 -20 -36 -38 -38 -38 -39 -41 42 -109 -307
2. Missing plan participants ..... {4) LR R R T Negligible Revenue Effect - « - < - -« - - - ccceeeaniniaiaaa..
3. Periodic pension benelits statements pyba 1273100  -----vcceccecciccccnanens SRR LR No Revenue Effect - - -~ ---c--ccmccaccccncnmcececccaane.
4. Civil penaliies for breach of fiduciary responsibility [5] ...... voo/aDOE =~ -ecccccccnnn.. seeccsscescccnccacnccasans NOROVBNUB ENBCt <« === v ecccrocacrecnccccncncccncaaacen-
5. Excise tax relief lor sound pension funding .......c.cccceenueenee yba 12/31/00 — -2 -3 -3 -3 3 -3 -3 -3 -3 -3 -14 -29
6. Notice of significant reductior in plan benefit
ACCIUAIS ..o e reereeeees pateo/a DOE = ccccccceccnnnnrinrincccacnacitcanccnaan Negligible Revenue Effect < < e« e cccmecceeccccneneenienneannnn.
7. investment of employee contributions to 401(k)
plans ........covieerereerinnne aiii TRA'97 sessecccscccccececccoccccocsnnanancee« Nogligiblo ROVENUB EMfeCt cceceeccvcemocemcienananaencnennn.
8. Repeal 100% of compensation limit for .
mulitiemployer plans yba 12/31/00 — -2 -4 -4 -4 -4 -4 -5 -5 -5 -5 -19 -42
9. Technical correction to Saver Act DOE teeenstcccccrosccccancssncnansacccnccacas NOROVONUO EMOCT »covvocvococeccacccocencoacanacoccannenn
10. Model spousal consent language and qualified
domestic relations order DOE = W :ec-cccecee R cececcona NOROVONUA EMf@CL - -+ +-ovveoencmcmmccancacaacaceannncnnnn.
11. Elimination of ERISA double jeopardy ..............c.ccueceneeen. aa0cpo/aDOE ccccii i eeeaas Negligiblo Revenue EHect - - - < - < « =« e e e eeee e eee i ieaaa
Subtotal of Provisions lor Strengthening Pension Security
and Enforcement ..........ccvevviveenenennanss tetssesessinvensnransastennes srveanse erensene sereressssense -— -7 -21 27 43 43 45 -46 -47 -49 -50 -142 -378
E. Provisions for Reducing Regulatory Burdens
1. Modilication of liming of plan valuations ............ceecesiecese pyba 12/3100 @ -c-ccecmee i icccccccecaea Nogligible Revenue EHect -« - - < - - < - e e oo ea e
2. ESOP dividends may be reinvested without loss of
dividend deduction tyba 12/31/00 - -1q | A4 -58 81 83 -86 -89 -71 -74 -77 -243 -60C
3. Repeal transition rule relating to cenain highly :
compensated employees pyba 12/31/00 - -2 -3 -3 -3 -3 -3 -4 -4 -4 -4 -13 -3z
4. Employees of tax-exempt entities [6] ......ccc.ccoeevssvrsnsarsscne DOE =  c-cccccccccaiiciennecccncccnnaaan ceee-- Negligible Revenue Effect - - - =~ =+ - < - = - - e e e e o el
5. Treaiment of employer-provided retirement advice .......... yba 12/31/00  ccccccciienacic i ciccectecceacccencee. Negligible Revenu@ Effect -« » ===+ cecvcecenocaanananaiaieono..
6. Pension plan reporting simplification [6] .........c.ceeeceeereveen MO ceecccernicrciecccenaccratcesnens Negligible Revenu@ Effect - - -« - === e e e oo emin o
7. Improvement to Employee Plans Compliance _
Resolution System [6) DOE R R R ERERER) Negligible Revenu@ Effect - =« < == v - oo ccceoeoaouo i
8. Substantial owner benefits in terminated plans {2] ............ DOE =  cccccccccecccrecnnnncncraccancccceecns Negligible Revenue Effact - - -« -+ - < - == = e e e e et
9. Clarification ol exclusion for employer-provided
transit p tyba 12/31/00 - 6 -10 -13 -14 -15 -15 -16 -16 -16 -16 -58 137
10. Repeal of multiple use test ..... yba 123100  ---ececcrcicceann.. ecececcncaoaaa.- Considered in Othar ProvisSions - - ==« =« «-esveemcencieeneenanaa..
11. Flexibiti'v in nondiscrimination and line of business
DOE

rule ‘ .......




Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 © 2008 2009 2010 2000-05 2000-10
12. Extension to international organization of
moratorium on application ol certain
nondiscriminalion rules zpplicable to State and local ’
government plans ............ yba 12/31/00  cccccceiiiii e, Negligiblo Revenug Effect - - =« - - <« e c e cecemen i
13. Notice and consent period regarding distributions ... ........ yba 1231/00  teceereciiiie it ieiicceiieeeanaae NOROVONUB ENfBCt = = = = = e e e e e,
14. Annual report dissemination yba 12/31/88  <vecceeeicc i, NoRevenue Effect - -« < - - ccemcmmen L.
15. Excess benelfil plans ........... yba 12/31/99  --c-covevccnennn... seccecceccaccectncnnn Negligible Revenug Effect - « - = e« e e e e e ee oo eaee i
16. Benelit suspension nolice pyba 12/31/99 tesccececcccn. seccecccncccccnacncacncasas NoRevenue Effgct -~ - e e ccocmenna i
17. Clarification of church welfare plan status under - :
State insurance law . DOE cececciiiarei et reraaaaa No Revenue Effect - - - - - - - - - R R LR EEE
Subtotal of Provisions for Reducing Regulatory Burdens ............cceeeeeveemvevmnneeseenenesens - -27 -57 -72 -78 -81 -84 -89 -01 -94 -97 -314 -769
F. Provisions Relating lo Plan Amendments .... [ R T R NoRevenu@ Effgct =~ - - - e v cocm oo cmm L
Total of Pension Provisions .........c.c.c...... enssrnaressaassansescanne —_— 548 -1,116 1,331 -1488 -1,674 -1,890 -2,127 -2,369 -2,632 -2,906 -6,158 -18,078
iV. Extension of Expiring Provisions
1. Work opportunily lax credit; credit cannol be
claimed until alter 9/30/00 (through 12/31/01) ..., == meeeccccceccrcccestcccccrancccccccccnons Previously Enacted - <=« < e e e e v oeccc i,
2. Wellare-to-work tax cradit; credit cannot be claimed
uniil alter 9/30/00 (through 12/31/01) .....eceeune sersssisnesinens e e e R R FPreviously Enacted - - - - =< -« c-ceemmmaa
Total of Extension of Expiring Provisions ......ceseeieresnneses - - - - - - - - - - - - -
V. Estate and Gift Tax Relief Provisions
1. Reduction in estate, gilt, and generation-
skipping transter taxes: beginning in 2001, convert
the unified credit into a true exemption, repeal the
5% “bubble” (which phases out the lower rates);
repeal rates in axcass of 53%; in 2002, repeal rates
in excess of 50%; in 2003 through 2004, reduce all
rates by 1 percentage point a year; proportionately
-reduce State tax credil rales dda & gma 12/31/00 - — 4,738 8358 -7,247 -8,465 -9,134 -9,674 -10,173 -10,916 -11,635 -26,808 -78,340
2. Provide deemed allocation of GST exemption .................. ta 12/31/99 - -1 -3 -4 -4 -4 -4 -4 -4 -4 -4 -16 -36
3. Provide relroactive allocation of GST for unnatural
orders of death ............... : generally ea 12/31/99 - 4 -5 6 6 6 6 6 6 6 6 27 -57
4. Allow severances ol trusts holding property having
an inclusion ratio of greater than zero ..............cueeeerererns T e eececcebccccccccccccacccancnnns includedin Estate and Git 1em 3. = = - -« o e e e e e e e
5. Modily certain valuation rates - cccccccececncctcccccacsccccancvecncenClUdod INESIAtE AN Git HOM 3. =« e o= e e et eemomnmee e ea e,
6. Provide relief from late elections == | eeccsececcmccoccncvccacccanananns -~ -Included in Estate and Gift oM 3. - - - « - « o = o o e e e e e e
7. Provide rule of substantial cOMpliaNCe ............cceeevereeenerrens - STTTeTeetemesedessccccsscecccocoa.s Included InEstale and Qit BM 3. « = =« « ¢ « == o e e e oo oo e e e e e eiieeeann
8. Expand eslate tax rule for conservation !
easements - increase the 25 rnile limit to 50 miles;
increase 10-mile limit to 25 miles, and clariy dda 12/31/99 &
that the date for deiarmining easement compliance ......... dda 12/31/97 - -11 -15 -21 -22 -23 -24 -25 -26 -29 -3t -92 -227
Total ot Estate and Gift Tax Relief Provisions ... — -16 -4,761 -6,3@9 -7,279 -8,498 -9,168 -9,709 -10,209 -10,955 -11,676 -26,943 -78,660




Provision Effective 2000 2001 2002 2003 2004 2005 20068 2007 2008 2009 2010 2000-05 2000-10

Vi. Distressed Communities and Industries Provisions
A. “American Community Renewal Act of 1999"
1. Designate 15 renewal communities within 36
months; provide various incentives (zero capital
gains tax on centain 5-year investments; special
deduction for real estale revitalization expenditures;
special expensing lor certain business property;
work opportunity tax credit; environmantal
remediation expenses; family development
accounis) beginning 1/1/01 and ending 12/31/07 ............. DOE e =102 -197 =202 =201 =220 <247 =325 141 -35 -76 -922 -1,749
B. Timber Incentives
1. Increase mavimum reforeslation expenses
qualilying for amortization and credit from $10,000
10 $25,000; remove cap on amortization of
relorastalion costs in 2001 through 2003 ...........cccecenennee tyba 12/31/00 - -5 -15 -22 -27 -29 -32 -34 -33 -29 -25 -98 -250

Total of Distressed Communities and Industries Provisions — -107 212 -224 -228 -249 -279 -359 -174 -84 -101 -1,020 -1,995

Vil. Real Estate Provisions

A. Improvements in the Low-Income Housing Credit -
inci:ase per capita credit by $0.10 per year through
2004; thareafter COLA; $2 million small Slate
minimum beginning in 2001; COLA beginning in
2035; modily stacking rules and credit aliocation
rules; cenain Native American housing assistance
disregarded in determining whether building is
Federally subsidized for purposes of the

iov-income housing credit .......... tyba 12/3100 - -4 -24 -68 -140 -234 -345 -467 -601 -750 -913 -470 -3,54¢
B. Real Eslais investment Trust (REIT ) Provisions
1. Impose 10% vote or valuo lest e AR R L E L T LR Proviously Enacted - < =« « e« e - o e e c o e e e e
2. Treaimeni of income and services provided by
taxable REIT subsidiaries ...... == eseeccccccecvecccscccscccscnorasaansscons Proviously Enactad - - < < <« e c e e e e e e oo e,
3. Personal propenty treatment for determining rents
from real property lor REITs . . e eeeesecceccccccscacecccmsreccccccnccaannan Previously Enact8d « - =« c e« v vccececcacaceccearrieannccann.
4. Special foreclosure rule tor health care REITs .................. . e eseccccccereccsccccscccecsacncacccnosonn Previously Enacted - - < e v e == o eaecmeccceecni e
5. Contormity with RI7 90% distribution rules .... —~ eeeeee- “ccesecnscncccccnccanacscrcccenn -« Proviously Enacted - =< - == =-ccccccccarao .. R R
6. Clarification of definition of independent operators .
for REITS .....oconvecanen e eeeeeceecmccciciiaccecccsececeaccaaaa- Previously Enacted - - = - =+« --=-+eexsmcmanuemmnnaannn.
7. Modilication of earnings and profits rules ..............ccceee.n. - Cecccttecractoiaccacccnacsanaccencaccnna Praviously Enactad - - =+« -vvvveccccceccenacannnennannn,
C. Accelerale 5-Year Phasein of Private Activity Bond |
Volume Cap .......... cyba 12/31/00 ~ 0 41 83 .. -127 -163 179 179 174  -167  -158  -425  -1.28
D. Exclusion lrom Gross Income tor Certain Forgiven .
Morigage Oblgations ............ccceeereererersenseeseesceseeann peaveens doia 12/31/00 - -2 6 6 @ 8 -7 -7 -7 -7 -8 -8 27 -6-
Total of Real Estate Provisions .......cccccveeeas . — -16 -7 -157 -273 -404 -531 -653 -782 - -925 -1,080 -922 -4,89:
NET TOTAL ....c.oeiiiiinceneaerencninnes - -1,606 -8810 -10,379 -10,724 -12,312 -13,382 -14,414 -15,166 -16,266 -17,524 -43,923 -120,67

Joint Commiittee on Taxation

NOTE: Details may not add to lotals due 10 rounding.

{Legend and Footnotes for Table #00-1 034 appear on the following page]
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Legend and Foolnotes for Table #00-1 034:

Legend lor “Ellective” column:

aaocpo/a = any aclion or claim pending on or after ' pateo/a = plan amendments taking effect on or after

aiii TRA'97 = as it included in the Taxpayer Relief Act of 1397 pea = plans established after

cyba = calendar years beginning after pyba = plan years beginning after .

da = distributions after : i = reports for

doia = discharges of indebtedness alter rma = requests made after

dda = decedents dying after ’ ta = transters after

dma = distributions made after tdapma = transters, distributions, and payments mada after
DOE = date of enactment tyba = taxable years beginning after

ea = evenls alter ) Y00/a = violations occurring on or after

gma = gilts made altar yba = years beginning after

ima = loans made alter

[1] Provision includes interaction with other provisions in Provisions lor Expanding Coverage.
(2] Estimate provided by the Congressional Budget Office.

[3] Loss of less than $5 million.
(4] Ellective for distributions from terminating plans that occur after the PBGC has adopted final regulations Implementing provision.

{5) Department ol Labor penalties.
[6] Directs the Secretary of the Treasury to modily rules through regulations. .

.
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‘March 7, 2000

" The Honorable J Dennls Hastert

Speaker of the : o I
" House of Representatlves _— B

Washlngton, D,C.' 20515 ¢ - : - '

.Dear Mr Speaker

- I am’ wrltlng thls letter to strongly encourage Congress to pass .

. clean, stralghtforward leglslatlon to raise the minimum-wage by $1 -
. from. $5.15 to $6.15 -- in two egqual steps Working famllles across
_this country deserve an: increase that slmply restores the real value
'of the mlnlmum wage to what it was. in. 1982.. : . i

Those who argue thls modest pay ralse would harm the eCOnomy could
~not be more wrong. Since 1996, when I worked with Congress to raise
-the minimum wage by 9Q cents over:. 2 years, the: unemployment rate has

fallen from 5.2 percent to 4.1 percent -- near the lowest level in

30 years; more: than 10 million new jobs have been created and

economlc growth has averaged 4 3 percent e : R

'.'Desplte th:.s overwhelm:.ng ev:.dence, some :m Congress are J.ns:LstJ.ng
S on a lengthier 3-year increase in the minimum wage ~-- a delay that
. would cost a full-time, year-round worker more than $900 over -
_2-years. Others have chosen to use the minimum wage increase as’
.a .vehicle to repeal 1mportant overtime protectlons for American
-~ workers. And finally,. some are using this minimum wage increase
L to pass 1rresponslble tax:cute that- would threaten our- flscal
_~d1sc1p11ne and jeopardlze our ‘ability ‘to éxtend the life of o T
=jMed1care and Soclal Securlty and pay down -the debt by 2013 "Tff”'_w

s the wrong approach; I will- Veto anyijg;y[
 “legislation’ that holds thlB minimum wage increase hostage ‘to . |
. o7 provisiong’ that’ delay this overdue pay raise or-: je0pardlze our. -
“. . ability to strengthen Social Security: and Medlcare and pay down o
oL the debt by 2013 for future generatlons. : _

C_All Amerlcans should be able to share in our current economic
'.prosperlty. "For. a. full ~time worker at the ‘minimum wage, this

- increage would prOV1de a. $2,000 annual raise’ ——-enough for a -

Ui family of four to: ‘buy grocerles for 7 months or pay.rent ‘for -

. '5.months. More than 10 million workérs. would benefit from =~ ..
this proposal, the: majorlty of ‘them women.. - Congress should_ '
ﬁf;do the rlght th g ‘and glve these workers a ralse.: ' P

'5381ncerely,

. : \
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The Honorable Trent Lott
 Majority Leader

-United States Senate .
Washlngton,'D C © 20510

Dear Mr Leader.

I am wr1t1ng thls letter to strongly encourage Congress to pass

. [ood

clean stralghtforward leglslatlon to raise the minimum wage by $1 -

from $5.15 to $§6.15 = “in two equal steps. Working. families across
this.: country deserve gh-increase . that 51mply restores the real value

' of the mlnlmum wage to. what 1t was in 1982

" Those who argue thlB modest pay ralse would harm the economy could

not be more wrong. .Since 1996, when I worked with Congress to raise
. the minimum . wage by 90 cents over 2 years,zthe unemployment rate “has

' fallen from 5. percent ‘to. 4.1 percent -- near the lowest.. level in

30 years, moxe than 10 mllllOn new jobs have been created -and

_economlc growth hasg averaged - 3 percen

Desplte this overwhel 1ng ev1denCe, some 1n Congress are 1n51st1ng
on a. lengthler 3~ year increase 'in the mlnlmum wage --—.a- delay that
" would cost a ‘full-time, year- round worker more than 900 over

2 years. .Others have ‘chogén to use. the. minimum wage. increase as.
a vehicle to repeal 1mportant overtlme protectlons for Amer;can

L workerst_ And finally, some are using- this minimum wage 1ncrease;

o Slncerely,_

to pass 1rre-pon51b1e tax. cuts that would threaten our fiscal
- discipline and jecpardize our ability to extend the life of
Medlcare and Soc1al Securlty and'pay‘ owii the debt b 01

Let me be clear-——Jthls ig the wrong approach;u
leglslatlon that holds this minimum ‘wage increase hostage to-

- provisions that delay: ‘this overdue: pay . raise or jeopardize our
~ability to strengthen Soc1a1 Security . and Medlcare and pay down
the debt by 2013 for future generatlons., S

All Amerlcans should be able to share in our current economlc
prosperlty For a full: tlme ‘worker at the- mlnlmum ‘wage, this
.increase would prov1de a $2,000 annual raise - “enough for-a
famlly of four to buy ‘groceries” ‘for .7 months or pay rent for
5 months. - More than 10 million workers would ‘benefit from . .
thie proposal the majorlty ‘of ‘them' women.; Congress - should ;'
do the rlght th1ng and_glve these workers a- ralse..f"' )

I W:Lll veto 'any ST e
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-Mar'cl:.h" 7, 2000

. The Honorable Thomas A. Daschle A
. Democratic Leader - - .. -,
United States Senate S - '
Washlngton, D C. . 20510

Dear Mr. Leader- 'd'

I am wrltlng thls 1etter to strongly encourage Congress to pass -
clean, stralghtforward legislatlon to raise the minimum wage by. $1 --
. from $5.15.to $6.15 -- 1n two equal steps. Worklng families across
. -this country deserve an 1ncrease that elmply restores the real value
-of the minimum wage to what it was 1n 1982.-- - L

' =Those who argue thls modest pay raise would harm the economy could
'not. be more Wrong. . Since 1996, when T worked w1th Congress to raise
‘the minimum wage by 90 - cents over 2 years; the unemployment rate. has .
fallen from 5.2 percent to 4.1 percent -- near the lowest- level 1n e
. .30 years,,more ‘than 10 million new jobs have been created and o
- economlc growth has averaged 4 .3 percent e

. Desplte th:Ls overwhelmng ev1dence, some :r.n Congress are 1n.~31stlng
: on a lengthler 3-year: increage: in- the. minimum wage --'a delay that
.fwould cost a full- ~time, year- round worker more than $900 over.
‘2 years. Others have chosen to use the minimum wage increase as
Sa vehlcle to repeal important overtlme protectlons for Amerlcan
‘workers.. And flnally, some are using this minimum wage increase
to pass irresponsible tax cuts ‘that would threaten our fiscal
. discipline and: jeopardlze our ablllty to. extend the. life. of -
"QMedlcare and So 'rlty and pay down the d'bt by 201

. Let me be clear, -“thisg is’ the wrong'approach I will veto any -
”leglslatlon ‘that" holds this minimum wage 1ncrease hostage to .
provisions that delay this 6verdue pay raise or jeopardize pur. .

. ability ‘to strengthen Social Securlty and Medlcare ‘and’ pay down '
-the debt by 2013 for future generatlons :

AU

A1l Americans ehoul he able to share in’ our. current economlc'
prosperity. ‘Foru Jll -time worker at the minimum wage ;ithi
“increase would prOV1de a.$2,000 annual raise 4—-enough]_or a
© " family of £four-to buy. grocerles “for 7 months ‘or pay rent for
"~ ., 5 months. More than 10 million workers would beneflt from’
. “this proposal ‘the majorlty of . them women. . Congress should
".do the rlght thlng and glve these workers a. ralse._g,;ﬁ

-“hS;ncerely,..




THE WHITE HOUSE
WASHINGTON

March 7, 2000

MEET-AND-GREET FOLLOWED BY
RALLY FOR AN INCREASE IN THE MINIMUM WAGE

DATE: March 8, 2000

TIME: 10:05 a.m. - 11:00 a.m.
LOCATION: Lawn Behind the Oval Office
FROM: Gene Sperling

I. PURPOSE

To call on Congress to pass clean, straightforward legislation to raise the minimum wage by $1
over two years.

II. BACKGROUND

Substance:

The following bullets come from the draft Executive Summary of the CEA’s report on the
minimum wage.

A higher minimum wage will help more than 10 million Americans -- mostly adult
workers trying to support their families. According to data from the Bureau of Labor
Statistics, more than 10 million hourly paid workers earn between $5.15 and $6.14 and
would directly benefit from this pay raise. Over two-thirds (70%) of the workers who would
benefit are adults, age 20 or over, and three-fifths (59%) are women, many of whom are
trying to raise the family on $5.15. Almost half (46%) worked full-time. And the average
minimum-wage worker is estimated to bring home half his or her household’s earnings.

Valuing work: restoring the value of the minimum wage. Your proposal to increase the
minimum wage by $1 -- combined with the previous 90-cent increase -- simply restores the
real value of the minimum wage to what it was in 1982. During President Reagan’s eight
years in office, the minimum wage remained unchanged at $3.35 and the real value of the
minimum wage fell by 33 percent. This increase -- in percentage terms -- is in line with
previous ones that helped low-wage workers without adversely affecting the economy: both
this proposal and the last one combine to increase the minimum wage by about 20 percent.
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(b))

The Costas family lives in a 12 ft. by 70 ft. trailer, and in Cheryl's words, "Things get very
crowded at times.” She says a raise in the minimum wage would make a big difference for
herself and family.

oot |

II1. PARTICIPANTS

Meet-and-Greet in Oval Office:

Total =

25-30 people

YOU

Rep. Dick Gephardt

Rep. David Bonior

Senator Ted Kennedy [probably will attend]

any other Members of Congress who attend the event
John Podesta

- Sec. Lawrence Summers

Gene Sperling

Mary Beth Cahill

Dep. Secretary Ed Montgomery of the Dept. of Labor
Cheryl Costas, real person

Event on Lawn Behind Oval Office:

On Stage:

YOU

John Podesta

Sen. Kennedy [probably will attend]

Rep. Gephardt

Rep. Bonior

Cheryl Costas, real person

All Members of Congress in attendance who can fit (overflow will flank the
stage on either side)

Audience:

Total = 150




e Helping ensure parents can raise their children out of poverty. In 1993, you expanded
the Earned Income Tax Credit (EITC), helping to lift hundreds of thousands of working
families out of poverty. Today, with the previous minimum wage increase and the expanded
EITC, parents who work full-time do not have to raise their children in poverty. A working
parent with two children earning the minimum wage in 1993 made $10,559 with the EITC
(in 1998 inflation-adjusted dollars) — well below the poverty line. With the 1993 increase in
the EITC and the 90 cent increase in the minimum wage in 1996 and 1997, a similarly
situated family in 1998 was above the poverty line — making $13,268 —a 26 percent
inflation-adjusted increase in their standard of living.

e The impact from last minimum wage increase is clear: 10 million workers got a raise
and there is no evidence jobs were lost. The last minimum wage, which went into effect in
October 1996, provided a pay raise to 10 million workers. Since then the economy has
created more than 10 million new jobs and the unemployment rate has fallen from 5.2
percent to 4.1 percent — near the lowest level in 30 years. For teenagers, African-Americans,
and women, unemployment is down and employment is up.

* Minimum wage contributes to welfare roll reductions. The welfare rolls have fallen by
39 percent since the minimum wage increased in 1996. A study by the Council of Economic
Advisers released in August, “The Effects of Welfare Policy and the Economic Expansion on
Welfare Caseloads: an Update,” found that the increase in the minimum wage contributed 10
to 16 percent of this reduction.

¢ Yet more evidence that moderate minimum wage increases do not hurt jobs. A Card-
Krueger study of June 1999 studied the relative effects of minimum wage increases in New
Jersey and Eastern Pennsylvania. It finds that, if anything, a higher minimum wage
increased employment by increasing the labor supply.

Real Person: Cheryl Costas

Cheryl is a checkout clerk at the Colton Alba Grocery and Gas, in her hometown of Colton Alba,
Pennsylvania. She is 37 years old, married, and has 4 children ranging in the age of 5 to 15. She
just recently received a raise from $5.15 to $5.50 per hour.

She has worked at the grocery store since October 1999, and before that she worked at the Dandy
Mini-Mart earning the minimum wage. She is also receiving both federal and state grants to go
to school full time at Mansfield University, and would like to get her degree in criminal justice.
She just recently cut back her hours to 16-20 hours a week to devote more time to school, but
previously worked 36-40 hours at the grocery store.

Until last year, Cheryl was the sole wage earner for her family. Her husband has been on
disability since 1997 as a result of a back injury while working for the town roads department.
In 1999, he began receiving $925 in social security payments each month.



Sec. Lawrence Summers

Gene Sperling

Mary Beth Cahill

Dep. Secretary Ed Montgomery of the Dept. of Labor

Representatives of AFL-CIO

Representative of civil rights organizations

Representatives of a coalition of church-based groups that recently endorsed a
raise in the minimum wage

e Representatives of pay equity groups

IV. SEQUENCE OF EVENTS

-- YOU greet guests in Oval Office for meet-and-greet

-- All proceed to event area behind the Oval Office

-- Off-stage announcement of YOU, other speakers and Members of Congress
-- Podesta welcomes guests and introduces Cheryl Costas

-- Cheryl Costas tells her story then introduces YOU

-- YOU deliver remarks then introduce Rep. Gephardt

-- Rep. Gephardt delivers remarks then introduces Sen. Kennedy

-- Sen. Kennedy makes remarks and introduces Rep. Bonior

‘ -- YOU close event and depart

V. PRESS COVERAGE

Open press.

VI. REMARKS

Provided by speechwriting.
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Description of Possible Tax Proposal A
for T PR
Democratic Substitute for Minimum Wage Tax Bill

The Democratic substitute would provide approximately
$30 billion over the 10-year budget window in tax relief targeted to
small businesses. The cost of that tax relief would be fully offset.
Following is a description of the tax benefits and offsets which are
included in the Democratic substitute.

Tax Benefits

1. The substitute contains a permanent extension of the Work
Opportunity Tax Credit and the Welfare to Work credit. In
addition, the substitute would remove the age restrictions on
the eligibility of food stamp recipients for the WOTC. Both of
those credits are designed to encourage employment of
disadvantaged workers. Under current law, they will
terminate December 31, 2001.

o

Under current law, there is a phase-in of 100 percent
deductibility of health insurance premiums paid by the self-
employed. For year 2000 the percent deductible is 60 percent,
and it will reach 100 percent in 2003. The substitute would
accelerate 100 percent deductibility to years after 2000.

3. Under current law, small businesses are permitted to deduct
currently (i.e., expense) a portion of their business
investments in plant and equipment. The amount that they
may expense is $20,000 in 2000 and is scheduled to be
increased to $25,000 in 2003. The substitute would provide a
$30 000 limit on expensing for small busmesses effective for
years after QOOO

4.  Section 415 of the Code imposes limitations on contributions
and benefits under qualified employer retirement plans. The
substitute contains modifications to those limitations for
multiemployer plans and plans maintained by tax- exempt
organizations.
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Under current law, a 10% investment tax credit and 7-year
amortization are allowed for the first $10,000 of reforestation
expenses incurred by the taxpayer during any year. The
substtute would increase the investment credit to 20%,
shorten the amortization period to 3 years, and increase the
dollar limitation on these benefits to $20,000.

Currently, 50% of business meal and entertainment expenses
are deductible. The substitute would increase the deduction
ta 65% for small businesses. For this purpose, small
businesses would be defined as businesses with annual gross
receipts of less than $5 million.

The substitute would repeal a provision that disallows the
business deduction for travel expenses incurred with respect
to a spouse, dependent, or other individual accompanying the
taxpayer on business travel.

Under current law sec.127, there is an exclusion for amounts
paid by an employer for the education or training of an
employee. The substitute would provide an exclusion for
postsecondarv educational benefits provided for the
emplovees’ children. There would be a $2,000 per-child limit
on the exclusion. '

The substitute would increase the limitation for calendar year
2001 on the Qualified School Academy Bond Program from
$400 millio $1.4 billion. In addition, the substitute would
ea.1ﬂ*10rizft;/ES illion in school construction bonds for
calendar ¥8ar 2001 as provided in the President’s school
construction initiative. Contractors on projects funded under
the program who fail to pay prevailing wage rates would be
subjected to a penalty tax. :

The substitute would repeal the changes made to the
installment method by section 536(a) of the tax extender bill of
last year. " :

- .
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Estate Tax Relief

. Under current law, there is a $1.3 million exclusion from the
estate tax for interests in farms and closely held businesses. In the
case of a married couple, a separate $1.3 million exclusion is
available for each spouse if they meet the requirements of the
exclusion. Married couples with large amounts of assets typically
can engage in estate tax planning so that the full benefit of the $1.3
million exclusion is realized in the estate of each spouse. That
planning is more difficult in the case of married couples with
moderate amounts of wealth. Therefore many couples lose the full
benefit of the $1.3 million exclusion.

o The substitute effectively would create a lion exclusion
U uQ per family for farms and closely-held businesses. The substitute
~, would accomplish this by increasing the limit on the small business
exclusion from $1.3 to $2 million and by providing that the portion
of that exclusion not used in the estate of the spouse to first die will
be allowed to the estate of the other spouse.

Revenue Offsets

A. Tax Motivated Expatriation

In 1995 and 1996, there was a bitter partisan debate over the
issue of tax motivated expatriation. Over the objection of the
Clinton Administration the Senate Republicans and Democrats and
the House Democrats, the House Republicans enacted their version
of expatriation legislation. That version left many avoidance devices
untouched and does not appear to have been ineffective in stopping
tax-motivated expatriation.

The substitute would include the provisions of H.R. 3099,
introduced by Mr. Rangel. Those provisions are substantially
identical to provisions included in the President’s budget this year.
The Treasury par estimates that the provisions would raise
apprommaté $3 bllho% 10 years. %f ~ .,(_ v LW ow L
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The provisions in the alternative -

1. Impose a tax on the unrealized appreciation in the value of an
expatriates’ assets with a $600,000 gain exclusion
($1.2 million exclusion for married couples).

[N

Eliminate the ability to avoid estate and gift taxes through
expatriation by imposing a tax on the receipt by U.S. citizens
of gifts or bequests from expatriates.

3. Eliuinate the ability to expatriate on an informal basis.

B. Corporate Tax Shelters

The substitute includes provisions to address the increasing
use of aggressive tax avoidance strategies by corporations. Under
current law, there is a court-developed doctrine that requires
transactions to have economic substance in order to be respected
for tax purposes. The proposal would codify and strengthen this
court-developed doctrine.

Under current law, there is a substantial understatement
penalty equal to 20 percent of the understatement. There are
exceptions to that penalty where the taxpayer shows reasonable
cause or where the taxpayer has a legal opinion justifying the
transaction. The proposal would modify the substantial
understatement penalty in two ways. First, it would increase the
penalty from 20 to 40 percent unless the transaction was disclosed
to the Internal Revenue Service. Secondly, it would provide that
the current law exceptions from the penalty are not available where
the tax benefits are denied because of lack of econormic substance.

The substitute would also impose penalties on promoters of
shelters where a court determines that the shelter lacks substance
or is a sham. It would also limit the ability to use losses incurred
abroad.
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>. Estate Tax

Before the Taxpayer Relief Act of 1997, there was a provision
hat phased out the benefits of the unified credit. A drafting error
n the 1997 Act inadvertently repealed that phaseout. That drafting
srror provided unintended estate tax reductions to estates with
assets In excess of $17 million. The substitute would restore that
phaseout, raising approximately $1.4 billion over 10 years.

Under current law, taxpayers routinely claim valuation
discounts when making gifts or bequests of fractional interests in
entities such as stock in a corporation or a partnership interest. A
common estate tax avoidance device is to transfer marketable
assets to a family limited partnership and claim valuation
discounts for gifts or bequests of interest in those partnerships.
The substitute would include the provision recommended in the
President’s budget that would eliminate valuation discounts except
to the extent that they apply to active business assets. This
provision would raise approximately $7.2 billion over 10 years.

D. Other Revenue Offsets

The substitute includes a provision that would conform the
amortization period (currently S years) for startup and
organizational expenses to the period (15 years) applicable to
goodwill. This provision was included in the President’s budget and
it would raise approximately $2.4 billion over the 10-year budget
window. The provision liberalizes current law by providing
immediate write-offs for small businesses.

The substitute also includes the modification to the foreign tax
credit carryback period that was passed by the Senate as part of its
tax extender bill. That provision would limnit the carryback to one
year. It would raise approximately $3.5 billion over the 10-year
budget window.

The substitute would also limit the ability to avoid capital
gains tax through the use of swap funds.

.5~
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(a) Section. 7(e) is amended by:
(1) in parugraph (6), by striking “ox” at the ond;

(2) in paragraph (7), by striking the period and insetting “or”; and

(3) by inserting a new paragraplt (8) as follows:

(8) any income derived JSiot employerprovided grants or rights provided
pursuant to a bana fide stock option progras, employee stock purchase
program, or stock appreciation program. A bona fide stock option program,
amnployee stock purchase program or stock appreciation program is one in
which:
(a) the grants, rights or paymonts are made pursuant lo a written program, and
‘ the terms, conditions ard risks of the program ave fully disclosed and sffectively
communicated to employees in the written Program or othar written docnument;
(3) () if the grant or right Is offored af or above fair market value, theve is a
period of atleasy . betwean the date the gramt is awarded and the first dare
on which the instrument may be [converted into cashifexercized) ; (1)) if the
grant or right is offered at a discounted rate, the exerciye prica is at least 85% of
the fair market value of the stock on the grant date, and there is a period of ar
between the date the grant is awarded and the firss date on which
the instrument may be [converted into cashjfexercised];
(c) excrcise of vested aptions is fully voluntary; and
(4) eligibility for and the amount af eimploysr-provided granis or rights, or
tncome derlved from such grants or rights, provided pursuant (o the program
must be determined without regard to howrs of work (except for length of
service or minimum seledule of hours or days of work as specified in the
progranm or arrangemeny), or efficiency or productivicy of any unit below the
‘ ‘ facility laval; unless the grants, rights or PRymants are in recognition of services

least
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‘ performed in a given period and are made in the sole discretion of the employer
(except that there may be a vesting period) and ennounced at or near the end of
the period.

(b) Section 7(h) is amended by:
(1) renumbering the cutrent tuxt as pavagraph (2); and
(2) ingerting the following as & new paragraph (1):

(1) Except as providaed In paragraph (3) of this subsection, sums excluded from
the regular rate pursuunt to subsection (e) shall not be creditable toward wages
required under section 6 or overtime compensation required under this ssction,

(c) This amendment shell take effect immediately,

. (d) No employer shall be liable under the FLSA for any failure to include in an
employes’s regular rate any income derived from employer-provided grants or rights
provided to or oblained pursuent to a gtook option prograny, employes stock puchase
program, or stock appreofation program before the effective daic of this Act, unless there
is cloar and convincing evidence the program was established to evade the overtime
requirements of the FLSA.

(¢) A stock option program, employee stock purchaee progran, or stock appreviation
program provided under a collective bargrining spreement which Is in effect as of the
offsctive date of this Act shall be ireated as a bona fide stock option program, employee
stock purchase program, or stock apprecistion program until the expiration dats of the
collective bargaining agraement.

(f) The Secretary of Labor ghall prescribe such regulations as are necessary 1o carry out
the provisions of thia Act.
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DRAFT - revised 3 pm

March xx, 2000
Dear xx,

Congress should pass clear, straightforward legislation to raise the minimum wage by $1
in two equal steps. Increasing the reward to work would be good for the country and good for
lower-income workers that are struggling to make ends meet. A modest increase in the
minimum wage from $5.15 to $6.15 an hour would simply restore the real value of the minimum
wage to what it was in 1982. For a full-time worker at the minimum wage, this would provide a
$2,000 raise — enough for such a family of four to buy groceries for 7 months or pay rent for 5
months. More than ten million workers would benefit under this proposal, the majority of them
women.

In the past, some have said that even reasonable increases in the minimum wage would
harm the economy, costing jobs and causing inflation. After our experience since the last
minimum wage increase in 1996, we know better. In 1996, the Congress and 1 worked together
to raise the minimum wage by 90 cents over two years. Since then, the American economy has
created more than 10 million new jobs, many of those jobs in sectors where minimum-wage
workers are employed. The unemployment rate has fallen from the already low rate of 5.2
percent to 4.1 percent — around the lowest in 30 years. And the minimum wage increase has
been a crucial factor in contributing to rising wages for the lowest-income groups, reversing the
wage declines of the previous decade. At the same time, underlying inflation is the lowest it has
been in more than three decades. By increasing the reward to work, the minimum wage increase
has contributed to the 44 percent decline in the welfare caseload since the last minimum wage
increase — bringing the welfare rolls down to their lowest level in three decades. What works for
America’s working families, works for America’s economy.

That is why I would have to veto a $1 minimum wage increase over three years. This
would delay the American worker’s much-needed pay raise, costing a full-time, year-round
worker more than $900 over two years.

Also, I want to make it clear that the minimum wage bill should not be used as a vehicle
to pass costly, regressive and unnecessary tax cuts that would threaten our fiscal discipline or to
repeal important overtime protections for American workers, including a measure that would
even weaken the Administration’s ability to protect workers’ pension and health benefits. The
bulk of the tax provisions attached to the minimum wage bill in the House are directed away
from working families, and, whatever their stated intent, would do little to help most small
businesses. Some of these provisions could even reduce the retirement benefits enjoyed by
millions of working Americans. If the unacceptable tax cuts in the House bill are attached to a
two-step increase in the minimum wage, 1 would have no choice but to veto the entire bill.

America’s workers show up to work every day and get the job done. Congress should do
the same. I urge Congress to raise the minimum wage by $1 over two years and refrain from
attaching to this legislation measures to repeal important overtime protections for workers or



regressive, fiscally irresponsible, tax cuts that threaten Social Security, Medicare, und debt
reduction.

Sincerely,

WIC



Vo U

Nl JlLo.4! AL

Description of Possible Tax Proposal
for
Democratic Substitute for Minimum Wage Tax Bill

The Democratic substitute would provide approximately

$30 billion over the 10-year budget window in tax relief targeted to
small businesses. The cost of that tax relief would be fully offset.
Following is a description of the tax benefits and offsets which are
included in the Democratic substitute. |

Tax Benefits

1.

The substitute contains a permanent extension of the Work
Opportunity Tax Credit and the Welfare to Work credit. In
addition, the substitute would remove the age restrictions on
the eligibility of food stamp recipients for the WOTC. Both of
those credits are designed to encourage employment of
disadvantaged workers. Under current law, they will
terminate December 31, 2001.

Under current law, there is a phase-in of 100 percent
deductibility of health insurance premiums paid by the self-
emploved. For year 2000 the percent deductible is 60 percent,
and it will reach 100 percent in 2003. The substitute would
accelerate 100 percent deductibility to years after 2000.

Under current law, small businesses are permitted to deduct
currently (i.e., expense) a portion of their business
investments in plant and equipment. The amount that they
may expense is $20,000 in 2000 and is scheduled to be
increased to $25,000 in 2003. The substitute would provide a
$30,000 limit on expensing for small businesses effective for
years after 2000. '

Section 415 of the Code imposes limitations on contributions
and benefits under qualified employer retirement plans. The
substitute contains modifications to those limitations for
multiemployer plans and plans maintained by tax-exempt
organizations. |
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Under current law, a 10% investment tax credit and 7-year
amortization are allowed for the first $10,000 of reforestation
expenses incurred by the taxpayer during any year. The
substitute would increase the investment credit to 20%,
shorten the amortization period to 3 years, and increase the
dollar limitation on these benefits to $20,000.

Cwrrently, 50% of business meal and entertainment expenses
are deductible. The substitute would increase the deduction
to 65% for small businesses. For this purpose, small
businesses would be defined as businesses with annual gross
receipts of less than $5 million.

The substitute would repeal a provision that disallows the
business deduction for travel expenses incurred with respect
to a spouse, dependent, or other individual accompanying the
taxpayer on business travel.

Under current law sec.127, there is an exclusion for amounts
paid by an employer for the education or training of an
employee. The substitute would provide an exclusion for
postsecondarv educational benefits provided for the
emplovees’ children. There would be a $2.,000 per-child limit
on the exclusion. |

The substitute would increase the limitation for calendar year
2001 on the Qualified School Academy Bond Program from
$400 millio $1.4 billion. In addition, the substitute would
authorize/31 Lbillion in school construction bonds for
calendar ¥&8ar 2001 as provided in the President’s school
construction initiative. Contractors on projects funded under
the program who fail to pay prevailing wage rates would be
subjected to a penalty tax.

The substitute would repeal the changes made to the
installment method by section 536(a) of the tax extender bill of
last year. ' :

-2- .
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‘ Estate Tax Relief

Under current law, there is a $1.3 million exclusion from the

‘estate tax for interests in farms and closely held businesses. In the
case of a married couple, a separate $1.3 million exclusion is
available for each spouse if they meet the requirements of the
excclusion. Married couples with large amounts of assets typically
can engage in estate tax planning so that the full benefit of the $1.3
million exclusion is realized in the estate of each spouse. That
planning is more difficult in the case of married couples with
moderate amounts of wealth. Therefore many couples lose the full
benefit of the $1.3 million exclusion.

c The substitute effectively would create a & ion exclusion
(AQ per family for farms and closely-held businesses. The substitute
would accomplish this by increasing the limit on the small business
W exclusion from $1.3 to $2 million and by providing that the portion
of that exclusion not used in the estate of the spouse to first die will
é/@. be allowed to the estate of the other spouse.

L p
Lm)*/ Revenue Offsets
/]

A. Tax Motivated Expatriation

In 1995 and 1996, there was a bitter partisan debate over the
issue of tax motivated expatriation. Over the objection of the
Clinton Administration the Senate Republicans and Democrats and
the House Democrats, the House Republicans enacted their version
of expatriation legislation. That version left many avoidance devices
untouched and does not appear to have been ineffective in stopping
tax-motivated expatriation.

The substitute would include the provisions of HL.R. 3099,
introduced by Mr. Rangel. Those provisions are substantially
identical to provisions included in the President’s budget this year.
The Trcasxg}kpartmc estimates that the provisions would raise

approximapely $3 billion ovey 10 years. r'r-‘?-—\.f 6’5"’}{— / “ wwl
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The provisions in the alternative —

1. Impose a tax on the unrealized appreciation in the value of an
expatriates’ assets with a $600,000 gain exclusion
($1.2 million exclusion for married couples).

Mo

Eliminate the ability to avoid estate and gift taxes through
expatriation by imposing a tax on the receipt by U.S. citizens
of gifts or bequests from expatriates.

3. Eliminate the ability to expatriate on an informal basis.

B. Corporate Ta.x Shelters

The substitute includes provisions to address the increasing
use of aggressive tax avoidance strategies by corporations. Under
current law, there is a court-developed doctrine that requires
transactions to have econormic substance in order to be respected
for tax purposes. The proposal would codify and strcngthen this
court-developed doctrine.

Under current law, there is a substantial understatement
penalty equal to. 20 percent of the understatement. There are
exceptions to that penalty where the taxpayer shows reasonable
cause or where the taxpayer has a legal opinion justifying the
transaction. The proposal would modify the substantial
understatement penalty in two ways. First, it would increase the
penalty from 20 to 40 percent unless the transaction was disclosed
to the Internal Revenue Service. Secondly, it would provide that
the current law exceptions from the penalty are not available where
the tax benefits are denied because of lack of economic substance.

The substitute would also impose penalties on promoters of
shelters where a court determines that the shelter lacks substance

or is a sham. It would also limit the ability to use losses incurred
abroad.
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Before the Taxpayer Relief Act of 1997, there was a provision
‘hat phased out the benefits of the unified credit. A drafting error
n the 1997 Act inadvertently repealed that phaseout. That drafting
srror provided unintended estate tax reductions to estates with
assets in excess of $17 million. The substitute would restore that
phaseout, raising approximately $1.4 billion over 10 years. -

Under current law, taxpayers routinely claim valuation
discounts when making gifts or bequests of fractional interests in
entities such as stock in a corporation or a partnership interest. A
common estate tax avoidance device is to transfer marketable
assets to a family limited partnership and claim valuation
discounts for gifts or bequests of interest in those partnerships.
The substitute would include the provision recommended in the
President’s budget that would elimninate valuation discounts except
to the extent that they apply to active business assets. This
provision would raise approximately $7.2 billion over 10 years.

D. Other Revenue Offsets

The substitute includes a provision that would conform the
amortization period (currently 5 years) for startup and
organizational expenses to the period (15 years) applicable to
goodwill. This provision was included in the President’s budget and
it would raise approximately $2.4 billion over the 10-year budget
window. The provision liberalizes current law by providing
immediate write-offs for small businesses.

The substitute also includes the modification to the foreign tax
credit carryback period that was passed by the Senate as part of its
tax extender bill. That provision would limit the carryback to one
year. It would raise approximately $3.5 billion over the 10-year
budget window:.

The substitute would also limit the ability to avoid capital
gains tax through the use of swap fun_ds.

-5-



N
d002/003

0g

o]

NATL Econ COUNCIL

LYVUOV L

_ 139 FAX

H#RT 13

[t d (_i),’ vy

n
—

ooz

Question Number 1

DA TS

Whip uluce. woe.
11/15/99__10:21 AM

191 —VYes
2 —Leaning Yes 12 —Undecided 1 —Leaning No 5 —No 0 —No HResponse
Bentsen 57508 Bishop 53631 Sisisky 56365 Goode. 54711
Dooley 53341 Boucher 53861 Hall (TX) 56673
Boyd 55235 Pickett 54215
Condit 56131 Stenholm 56605
Cramer 54801 Tanner 54714
Danner 57041
Doggett 54865
Lucas 53465
Peterson 52165
Shows 55865
Taylor 55772
Tumer 52404
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REPUBLICANS (45)

Foehlert
(‘ampbell
('astle
Diaz-Balart
Fnglish
T'osella
Franks (NJ)
(sanske
(rilchrest
(nlman
(sreen (WT)
(ireenwood
Hom
Houghton
Johnson (CT)
Kelly

King
l.aHood
l.aTourette
|.each
lLewis (CA)
i.oBiondo
McHugh (NY)
Metcalf
Morella
Ney

1 Juinn
Ramstad
egula
Reynolds
Ros-Lehtinen
Roukema
Ryan (WI)
Saxton
Shays
Sherwood
Smith (NJ)
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Sweeney
Terry
Upton
Walden
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Weller
Young (AK)

DEMOCRATS (10)
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Shows
Taylor
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March 2, 2000

MEMORANDUM FOR GENE SPERLING

FROM: JASON FURMAN
BRIAN KENNEDY

SUBJECT: MINIMUM WAGE: ISSUES AND STRATEGY

This memo goes through some of the open issues on the minimum wage and the strategy
for next week. The minimum wage will be going to the House Rules committee on Wednesday
March 8" and to the floor the following day. The floor vote will be split between minimum wage
and tax. The minimum wage will be a vote on the $1 over three years and the $1 over two years
alternative. The Republicans have a tax package that is $120 billion over 10 years, of which $80
billion is estate. It is currently uncertain whether or not the Republicans will allow a vote on the
Democratic alternative. The Democrats are working on their alternative; right now it is $30
billion gross (including small business and school construction) and $20 billion of raisers. They
are trying to make it fully paid for.

Our suggestion is that Brian and Jason hold the Friday meeting on these issues, and then

you hold a principals meeting on Monday where people like Podesta, Lew, Summers are present
and can make decisions.

Minimum Wage Strategy

We have been working on some elements of an approach to next week. These include:

e Minimum wage event. An event with the President on Wednesday to fire up support for the
minimum wage. This would probably include one worker who would benefit from the
increase and possibly one employer who has benefited from paying above minimum wages.
An open question is whether or not to include members. The tentative thought is that we
should only do this if we could get a Republican to speak; otherwise it would make it too
partisan and jeopardize the ability to attract moderate Republicans in the House.

e  Minimum wage report. CEA and Labor are working on a tentative report on the minimum
wage. The topics covered would include: (1) who would benefit from the increase (totals,
percentage of women, percentage of full-time workers, state-by-state numbers etc.), (2) the
positive effects of the last minimum wage increase, (3) the lack of negative effects on jobs or
inflation from the last minimum wage increase, and (4) the economic evidence on the
minimum wage and jobs. If we want this report to go forward, we could release it in
conjunction with the POTUS minimum wage event.



. o Letter/SAP with a veto threat. Marti Thomas, Broderick Johnson, and others feel we need to
get a written veto threat for the Republican tax provisions up to the Hill soon, sometime

between Monday and Wednesday. The point of the letter would be to define the debate as
the desirability of a clean minimum wage increase, and a veto threat if the Republicans attach
poison pills. The three vehicles for this would be a POTUS letter, a Summers/Herman letter,
and a SAP. Our suggestion is to do a POTUS letter on Monday that is general and then a
SAP that goes into more detail about specific objections to tax and labor provisions in the
Republican bill. (We could do the POTUS letter without knowing the details of the
Republican tax package; the SAP would have to wait until these details are known.) We are
drafting a POTUS letter. One issue you need to think about is whether a POTUS letter on
Monday would partly undermine the event on Wednesday; should we hold off or use another
vehicle?

o Calls to members. A list of wavering members is attached; we should think about whether
there are any calls you should make. We are talking to White House leg about this as well.

Open Issues

The biggest open issue is that we have to decide our stance toward the Democratic
package (sketchy details of the package are below). This will depend on whether the package is
paid for (they are trying to do this, but it is still unclear whether or not they will be able to),

. whether the package is contingent (their marriage penalty was, but in this case it is less likely),
and our opinion on the specific provisions in the bill. If the Democratic alternative is paid for,
the best stance would probably be to praise the Democrats for their fiscal responsibility and talk
about how the Republican bill would jeopardize Social Security, Medicare and debt reduction.
There are open questions, however, whether or not to take a position on their specifics; and if so
what position we should take.

Principals should probably meet on Monday to discuss this and any'other open issues. If
this is not possible, we could probably cover it in the Friday 5 pm meeting and Monday’s 8:30
meeting.

Details of the Minimum Wage Increases

The current Democratic draft has two $0.50 increases, the first one month from enactment
and the second 12 months later. The current Republican draft has increases of $0.35 on April 1
2000, $0.35 on April 1* 2001, and $0.30 on April 1* 2002. The Republican package would cost
a full-time worker at the minimum wage $900 over two years. The Democratic package would
simply restore the real value of the minimum wage to what it was in 1982.



Details of the Republican Tax Package

A draft JCT scoring of the Republican tax package is attached. It is similar to the one
proposed in the fall. The main provisions are:

REPUBLICAN MINIMUM WAGE TAX PACKAGE

10-year Cost (billions)

Small Business Provisions, Total 17.0
Accelerate 100% self-employed health insurance deduction 2.1
Increase section 179 expensing to 330,000 2.6
Increase business meals deduction to 60 percent 11.2
Other 1.1
Pension Provisions ($9.2 billion of total are limit increases) 18.1

Estate and Gift Tax Relief (mostly lower rates and converting unified

credit into an exemption) 781
Distressed Communities (mostly “American Community Renewal 2.0
Act” with 15 Renewal Communities)

Real Estate Provisions (mostly a phased-in increase of LIHTC) 4.9
Total Tax Cut $120.7

The estate tax provisions are barely targeted at small businesses, farms, or smaller estates.
Instead, the primary benefits go to larger estates. (One exception is a $227 million provision to
expand conservation easements.) Specifically, the fully phased in estate tax provisions would cut
the top rate from 55 percent to 48 percent, but cut lower rates by only 2 percentage points. It
would eliminate the 5 percent surtax, which only benefits estates worth more than $10 million.
And it would turn the unified credit for estates (which effectively means that estates below
$675,000 are not taxed) into an exemption. Like turning any tax credit into a deduction, this
would have no effect on estates in the lower bracket, and taxes for estates in the higher brackets.

Details of the Democratic Tax Package

We do not know very much about the Democratic package. Currently they have about
$30 billion of tax cuts and $20 billion of raisers. They are trying to make it fully paid for, but are
concerned that the raisers may alienate some of their members. Ifit is not paid for, they might
make it contingent on debt reduction and Social Security/Medicare solvency, similar to the
marriage penalty. This does not, however, seem very likely. The particular direction they go
will shape how we talk about our opposition to the Republican tax measures.




The Democratic tax package may include some estate tax provisions geared at small
. business. They will argue that these provide more tax relief for small businesses than the
Republican proposal. They will also probably include business meals, section 179 expensing,
school construction, deductibility of spouses on business trips, and other measures.



1-Mar-00 9:12AM #00-1 034
VERY PRELIMINARY

1-Mar-00
ESTIMATED BUDGET EFFECTS OF H.R. 3081,
THE "WAGE AND EMPLOYMENT GROWTH ACT OF 1999,"
AS REPORTED BY THE COMMITTEE ON WAYS AND MEANS
‘Fiscal Years 2000 - 2010
[Millions of Dollars]
Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2000-05 2000-10
. Amendments to the Fair Labor Standards Act of 1938 .......c.cccececsicesvessmeccsanscrsanes = === =---sec-cccccarascccrmscncceoccncs No Revenue Effect------vecccoccacoccccccacccsescacacacans
Il. Smalil Business Provislons *
1. Accelerate 100% self-employed health insurance
deduction and extend eligibility to those who choose
not to participate in employer-subsidized heaith ) i
PIANS ..ottt esa st st o e sss st bt sasa s e tyba 12/31/00 - -287 -1,093 -697 - - - - - - -2,077 -2,077
2. Increase section 179 expensing to $30,000 ............ceuue.e. tyba 12/31/00 - -359 616 <350 -187 -176 -160 -167 -188 -197 -202 -1,688 -2,605
3. Increase business meals deduction (excluding :
antertainment expenses) to 55% in 2001 and 60% in
2002 and therealer ..........ccecriveeriinvirmiseenennsesnissssressnsssses tyba 12/31/00 - -259 .794 -1,090 -1,137 -1,188 -1,239 -1,294 -1,351 -1,412 -1,477 -4466 -11,239
4. 80% business meals deduction lor workers subject ' .
to DOT hours of service imilation ...........oceeeieeeninneceninne - .. tyba 12/31/00 - -39 -70 -64 -55 -47 -37 -26 -13 .- 276 -351
5. Provide that Federal farm production payments are
taxable in the year of receipt {ignore election to take
the payments in an earlier year unless exercised) ............ - B R AR R T L R R R R Previously Enacted - - -~ ==+ =vrecemccomrrcn et
6. Coordinate farmer income averaging and the AMT
and provide the same income averaging relief to -
commercial fishermen ............... tyba 12/31/00 - -1 -2 2 -2 -3 -3 -4 -5 -6 -7 -9 -33
7. Repeal the occupational taxes relaling to distilled
spirits, wine, and beer ...... 7101 - 64 -75 -75 -75 -75 75 -75 -75 -75 75 -364 -739
Total of Small Business Provisions ...........ceeceee — -1,009 -2,650 -2,278 -1,456 -1,487 -1514 -1566 -1,632 -1690 -1,761 -8,880 -17,044

Ill. Pension Piovisions
A. Provisions for Expanding Coverage
1. Increase contribution and benefit limits:
a. Increass limitation on exclusion for elective |
deferrals to $11,000 in 2001, $12,000 in 2002, . '
$13,000 in 2003, $14,000 in 2004; index in
$500 increments therealter [1] . ....ccccovnviieccircccivinnenne yba 12/31/00 - -131 7 -468 -578 -640 687 -735 -783 -832 -879 2,135 -6,05¢
b. Increase limitation on SIMPLE elective
contributions to $7,000 in 2001, $8,000 in 2002,
$9,000 in 2003, $10,000 in 2004; index in $500
increments therealter [1) yba 12/31/00 - -5 -14 -22 -27 -29 -29 -30 -32 -33 -35 -96 -25¢
c. Increase defined benefit doflar limit to $160,000 .......... yba 12/31/00 - -18 -31 -40 45 -48 -50 -53 -55 -57 -59 -182 -45¢
d. Lower early retirement age to 62; lower normal :
reliremant age 12 65 .. ......... yba 12/31/00 - -3 -4 -4 -4 -5 -5 -5 -5 -5 -5 -21 -4!




Provision Et{ecﬂve 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2000-05 2000-10
e. Increase annual addition limitation for defined
contribution plans 10 $40,000 [1] .....c.covcvriemninincnecneane yba 12/31/00 - -6 -12 -14 -15 -16 -17 -19 _ -20 -21 -23 -63 -163
I. Increase qualilied plan compensation limit lo
$200,000 [1] ccoeeeiiieiineens . . yba 12/31/00 - -43 -74 -84 -91 -99 -107 -115 -122 -131 -139 -391 -1,004

g. Increase limits on deferrals under deferred
compensation plans of State and local govemments
and tax-exempt organizations to $11,000 in
2001, $12,000 in 2002, $13,000 in 2003, and

$14,000in 2004 {1} ccvvvnvevivisunnens yba 12/31/00 - -53 -93 -108 -119 -128 -136 -145 -153 -162 -170 -500 -1,266
2. Plan loans for subchapter S owners, partners, and
5018 PrOPrEIOFS ........ececteirreeeeeennes Ima 12/31/00 - -18 -30 -33 -35 -37 -39 -42 -44 -47 -49 -153 -374
3. Modification of top-heavy rules ..........cceeeiniennenenieverenenenn pyba 12/31/00 - -4 -9 -1 -12 -14 -16 -17 -19 -21 -23 -50 -146
4. Electiva delerrals not taken into account for
purposes of deduclion lIMits ........cccuvimrviinncnsrnnrnesneuens yba 12/31/00 - -40 -75 -87 -94 -101 -108 -115 -122 -129 -135 -396 -1,004

5. Repeal of coordination requirements for deferred

compensation plans of Slate and local governments

and lax-exempl Organizations ...........ccceeeeeieesreoreneseosensnns yba 12/31/00 L e -16 -22 -22 -22 -22 -23 -24 -25 -26 -27 -104 -228
6. Elimination of user fee for centain requests

regarding employer pension plans; waiver applias

nnly for request made during first 5 plan years {2] ............ ma 12/31/00 --- -9 -5 -5 - - - - o-e - -19 -19
7. Detinition ot compensation for purposes of

AQAUCHON KNS [1] 1.vrveverreeeaernesesercerieseereenasesesecsessesnees yba 12/31/00 - -1 2 -3 -3 -3 -3 -3 -3 -3 -3 -12 -28
8. Option to treat eleclive delerrals as after-tax

CONIDUNIONS ..ot coririivanis cirssseresssareseassaees tyba 12/31/00 - 50 100 131 144 89 2 -104 -218 -345 -485 514 -640
9. Reduce PBGC premium lor new plans of small .

EMPIOYBIS (2] .o nrinnrenes e rein s pea 12/31/00 - fand [3] 3] (3} 3] [3) [3) [3] [3) {3) -2 -4

10. Phase-in of additional PBGC premium for new
plans; include additional variable premium relief for pea 12/31/00 &
small employers [2] ..... ..ot ceevennnieriinen pyba 12/31/00 bl - 3] [3) 3] 3] 3) 3] 3] 3} (3) -12 -27

Subtotal of Provisions 10r Expanding COVOrage ........c...cevevieceriicericinrniessencesssnsraoress - -297 -591 773 904 -1,056 -1,225 -1,410 -1,604 -1,815 -2035 -3,622 -11,709
B. Provisions tor Enhancing Fairness for Women

1. Additional catch-up conlributions lor individuals age
50 and above - increase in maximum contribution
limits for pension plans by 10% annually beginning

in 2001, N0t 10 exCead 40% ......c.ccoeereeererreererineneremreeaseserns yba 12/31/00 -~ 74 <152 -131 -99 -95 -97 -100 -101 -103 -103 -550 -1,054
2. Equitable treatment for contributions of employees

10 delined contribution pIaNs (1] ....ieevveineninneninnenninee yba 12/31/00 L 51 -78 -84 -91 -97 -104 -111 -118 -124 -131 -401 -989
3. Faster vesting ol cantain employer matching

CONIADULIONS ....vvveivresrsesnrssssrssiernsssssarsssssnsesssssesssssssseasssnss pyba 12/31/00  -------------- | RERREEEEL AR bbb Negligible Revenue Effect - - - - - - - - - - AL R

4. Simplify and update the minimum distribution rules '
by modilying post-death distribution rules, reducing
(1o 10%) the excise tax on failures (o make
minimum distributions, and directing the Treasury to
simplify and finalize regulations relating to the

minimum distibution rules ..........ceeveeervereneesenenrereesares yba 12/31/00 - -118 212 -239 -268 -297 -330 -366 -402 -441 -484 -1,135 -3,157
S§. Clarification of tax trealment ol division of section

457 plan benefits upon divorce tdapma 12/31/00  ----cccccicncaaiia it et sa e e Negligible Revenue Effect
6. Moditication of safe harbor relief for hardship

withdrawals trom 401(k) plans .........cccceevererenecrerirerennnens yba 12/31/00  ----eccceceriiniaacaae et Negligible Revenue Effsct
Sublotal ot Provisions for Enhancing Faimess for Women ..............cccceeevicaneneee. eesene o~ -243 -442 -454 -458 -489 -531 577




2007

Provision Effective 2000 2001 2002 2003 2004 2005 2006 2008 2009 2010 2000-05 2000-10
C. Provisions lor Increasing Portability for Participants
1. Rollovers allowed among governmental section
457 plans, section 403(b) plans, and qualified plans ........ dma 12/31/00 - 26 -5 -5 -5 -5 -5 -5 -6 -6 -8 6 -22
2. Roliovers of IRAs 1o workplace retirement plans ...... dma 12/31/00  cccccscracececticntcoerecincnsanas - - - - Negligible Revenue Effect - - - - - e R R PR
3. Rollovers of alter-tax retirement plan contributions dma 12/31/00 2 -c-ccccccccccrccctacaeccicrcrcncnenann Negligible Revenue Effact - - - - < - - - = << e ccmcemieccai it
4. Waiver of 60-day fule ........c.ccoomvueeiirceesseeneerceesracne dma 12/31/00 2 ---c-cccecacceccecarcnuccccetccnccnnnn Negligible Revenue Effect - - - - -« =« =« e ccceeecaeanai...
5. Treatment of forms of qualified plan distributions .. yba 12/31/00  ceccieccecei ittt iiiece e Nagligible Ravenue EHact - « « « <« s e s ceecoe o aannnieiiinn
6. Rationalization of restrictions on distributions ..............ce.. da12/31/00 2 ccccs-em-eeccccoccccsctaeactanennnnn Negligible Revenue EMect - - ==« <= - == ~eeeuoermnnraanaann.
7. Purchase ol service craedit in governmental defined
DONEHL PIANS ....oovcrieni e eresstn e ss et e ssessnsrsssons ta 12/31/00 cc- e Negligible Revenue Effect - - - - <« - - - ccceeemceae i
8. Employers may disregard rollovers lor cash-out
BMOUNES .ot necseseessaseesssasesssnessrsssesrassssssaressens da 12/31/00 ce-cccrevececcteniictmremencnceaeeae. Nogligible Revenus Effect « « - <« -~ = ccaccccecncccctccenennnn.
9. Minimum distribution and inclusion requirements for .
SeCHON 457 PIANS ........ocoiieiieeeeeece e eeeee e e e e e e stennnans dma 12/31/00 @ ccccccccccciticcniieccatiicecinenaas Considerad in Other Provisions « « - -« <« < e c e cececnneectaccncanne
Subtotal of Provisions for increasing Portability for Participants ............cccceviiiiieennennas - 26 5 . -5 -5 -5 5 -5 -6 6 -6 6 22
D. Provisions for Strengthening Pension Security and
Enlorcement
1. Phase-in repeal of 150% of current liability funding

timit; extend maximum deduction fule ........ccecceeerne ceeeee yba 12/31/00 e -3 -14 -20 -38 -36 -38 -38 -39 -41 -42 -109 -307
2. Missing plan paniCiPANES ......cccueeereeeeeenrrereesncnssesssscasonans [4] = eereecccceeiieiiiccescricecc et Negligible Revenue Efect - - - - - < === v cmcmcecnncn e
3. Periodic pension banelits Statements .........cccccecvreeienescanne pyba 12/31/00 - ccccciccmiiiieeaic it aae e No Revenue EFect - - -« - -v-cmcececcmnocititacannnn
4. Civil penallies for breach of fiduciary responsibility (5] ...... voo/a DOE = tcececcncarncncieccctennccccccccnnccannes No Revenue Effact - - =+« s v -acccccccmcencaancnecnnens
5. Excise tax relief tfor sound pension funding ....................... yba 12/31/00 .- -2 -3 -3 -3 -3 -3 -3 -3 -3 -3 14 -29
6. Notice of signiticant reducticr in plan benefit

ACCTUAIS ....oceveereieeeiceerercee e staessssneessbaesessesssssanssarassussasenne pateo/faDOE = -----cececreceennicacccceccccccnecannn Negligible Ravenue Effect - - - = <« - ==« ssvcemenccaneecaaceaennn
7. Investment ol employee contributions to 401(k)

PlANS (oot giii TRA'97 ccvcvececcccccacececencccrcccecccaccne Negligible Revenue EffeCt <« ==+ ccccmcceceencmccocttarenncnanns
8. Repeal 100% ol compensation limit for .

MUIlieMPLOYer PIANS ......c.cevieiecrneeereccssenreressoneessssasnesssannns yba 12/31/00 - -2 -4 -4 -4 -4 -4 -5 -5 -5 -5 -19 -42
9. Technical correction to Saver Act DOE = eccceeccncerccccccccccraeccccccccccnannn NOROVONUEG ENOCt ==« m e e mccmecameeceiineeencnnnnannnnn

10. Model spousal consent language and qualitied

domestic relations order ............cccceereereecsecossenscrseerecnancenes DOE = = teecccccenacmcnecccccraccincccnsanccccans NOROVENUOENGCt - - == v e v cceemecoec e aictaraaensoanann.
11. Elimination of ERISA double jeopardy .........c.cccecireierenanen. aaocpo/a DOE  -----cercccenni it e e Negligible Revenue EHEct - - - - -~ c =« < <« c e e e e
Subtotal of Provisions for Strengthening Pension Security

ANd ENMOICOMONE .....ccoiiiiiiiiiiirrereirei e erect et ase e i tesniessstasrssteasasteseansnnss - -7 -21 27 -43 -43 -45 -46 -47 -49 -50 <142 -378
E. Provisions for Reducing Regulalory Burdens
1. Modilication of timing of plan valuations ...........cccecveeveees pyba 12/31/00  ~cccceccccccciciiiittcetniaatctanan Negligible Revenue Effect « - < < - <« - - e e ecceeeici i,
2. ESOP dividends may be reinvested without loss of
dividend deduction tyba 12/31/00 - -1q | -44 -58 81 -63 -66 -69 DA -74 -77 -243 -60C
3. Repeal transition rule relating to centain highly :
compensated employees pyba 12/31/00 - -2 -3 -3 -3 -3 -3 -4 -4 -4 -4 -13 -3z
4. Employees of tax-exempt entities [6] ........coeeererseesesnennas DOE = cccccccccccccicncnccccccecccnces ceae-- Negligible Revenu@ Effact « « -« + « o = - v e coee oo es
5. Treatment of employer-provided retirement advice .. yba 12/31/00  -cccccccccccicre i cecticeic e Negligible Ravenue Effect - < ==~ == cvccccmeneeenennnnnns
6. Pension plan reporting simplification [6] .........ccceccevearecencns 1101 ceeeecccccccctccaracccccnacrcteeannes Negligible Revenu@ Efféct - - - -~ v o - = o ccvmcecicnmanannnnnnes
7. improvement to Employee Plans Compliance
Resolution System [6) DOE = cecccemcccccccccccconnnoccnncens EEREEE Negligible Revenue Effect - -~ - - =--~c-omccenmmmnceaanemn-
8. Substantial owner benefits in terminated plans [2] ............ DOE = ccccrccmcccracecccceccocrcncccnrcnnns Negligible Revenue Effect <« « ==« = === ccemccmnecnennnnaeon
9. Clarification of exclusion for employer-provided

UranSit passes .....c.ccccoveevrecrunnens tyba 12/31/00 -15 -15 -16 -16 -16 -16 -58 -13;
10. Repeal of multiple use test ......... yba 12/31/00 Considered in Other Provisions = « < - === ==« cccenceeaneennrcnoco
11. Flexibility in nondiscrimination and line of business

........................................................................ DOE




Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2000-05 2000-10
12. Extension lo international organization of
moralorium on application of certain
nondiscriminalion rules zpplicable to State and local
government plans yba 12/31/00  --ceccccecccinciiiiiie i cese-ne Negligible Revenue Effect - - -+« o e e c v e cemceccceanaa oo,
13. Notice and consent periou regarding distributions . yba 12/31/00  --c---. #ecrecetcceccccncnccnncancan cecanee NOROVENUB ENGCE - - < = =« - e e c e e e e e e e e
14. Annual repont disSemination ........... .occeveerevrcrisenen fyba 12/31/98  ---ccececciie it ettt ee i i e e e e NoRevenue Effect - - - - - - = c = - s e e e eeee e oL
15. Excess benefit plans ............ccocieiiviiriinnicniniennineiesnneninnes yba 12/31/99  --c-c-cccccccanan.. “cecesccccscccaccnnas Negligible Ravenue Effect - - - - = - - -« c e e eeeeee oo,
16. Benefit suspension nolice pyba 12/31/99 cescccacaas scececcecccccccccccncens ~----NOROVENUB EffoCt - « < =« - o= cccrencnnmnannncnana.
17. Ciariticalion of church wellare plan status under
S1a10 INSUIANCE JAW ......oceeiereenrerreeencraesenracesnensesnessranensone DOE = ccceee it eceecees NoRevenua Effect - - -« - - <« e e e e e e
Subtotal of Provisions for Reducing Regulatory Burdens ...............ccececvueiieiivenaencnene. - -27 87 -72 -78 -8t -84 -89 -91 -94 -97 -314 -769
F. Provisions Relating to Plan Amendments ........ oo DOE = sec-cmcimcrrccrcttictiicrcetiicinccnen.. No Revenue Effect - - - === =---ccmmmmmmcm i
Total of Pension Provisions .......ccceccviviveinenens [P sesensaes — -548 -1,116 -1,331 -1,488 -1,674 -1,890 -2,127 -2,369 -2,632 -2,906 -6,158 -18,078
IV. Extension of Expiring Provisions
1. Work opportunity tax credit, credit cannot be
claimed until alier 9/30/00 (through 12/31/01) ...cccvviveivnnnene ¢ emcschccevecccccreccccnccccccccccncanane Previously ENacted - « ~ = ==« ccemeaoeocanmnon i
2. Wellare-to-work tax credit; credit cannot be claimed
until alter 9/30/00 {through 12/31/01) w..cvienminsisniiininnns e e e R R LR R G ER AR R R Previously Enacted - - - -------------c------tiiia e
Total of Extension of Expiring Provisions .....c.cceeereacericrerirescsantenssesssisersannessarses - - - - - - - - - - - - -
V. Estate and Gift Tax Relief Provisions
1. Reduction in estate, gilt, and generation-
skipping transler laxes: beginning in 2001, conven
the unitied credit into a true exemption, repeal the
5% “bubble” (which phases out the lower rates);
repeal rates in excess of 53%; in 2002, repeal rates
in excess ot 50%; in 2003 through 2004, reduce all
rales by 1 percentage point a year; proportionately
-reduce State tax credil rales ...........ccoccvcvuneecmreenerineerisrennes dda & gma 12/31/00 - — -4,738 6,358 -7,247 -8465 -9,134 -9,674 -10,173 -10,916 -11,635 -26,808 -78,340
2. Provide deemed allocation of GST @Xemption .........c.e.e. ta 12/31/99 v -1 -3 -4 -4 -4 -4 -4 -4 -4 -4 -16 -36
3. Provide retroactive allocation of GST for unnatural
orders of death ........ccveeiminivnsenns e e ssreeneisane .. generally ea 12/31/99 - -4 -5 6 6 6 -6 6 -6 6 -6 27 -57
4. Allow severances of trusts holding property having .
an inclusion ratio of greater than zero ...........cccceecevecvrveenns e R Includedin Estate and Git Hem 3. - - -~ = == = - = e e e e il
5. Modily centain valuation rates - seeccccocaccescanccanscnscnccccnncaNCiUdodINESIAG AND GIft HOM 3. oo e e o v e e et e a i iiiieeinn
6. Provide reliel from late elections ...........c.ccceecvveieeerrenenne. e R R T R Includedin Estate and Gift @M 3. - - = - - - < -« o o e e
7. Provide rule of substantial COMPUANCSE ......c....cceevreerrvrrnnens - R LA AL R LR Included In Estate Band Gift OM 3. « = « « = <= < e e e e et it it iianaacnnnnn
8. Expand estate tax rule for conservation !
easements - increase th.e 25 rnile limit to 50 miles;
increase 10-mile limit to 25 miles, and clarify dda 12/31/99 &
that the date {or determining easement compliance ......... dda 12/31/97 - -11 -15 -21 -22 -23 -24 -25 -26 -29 -3 -92 -227
Total of Estate and Gift Tax Relief Provisions ......c.cc.ccceeceecenrancenes [T -— 16 4,761 -6389 -7,279 -8,498 9,168 -9,709 -10,209 -10,955 -11,676 -26,943 -78,660




Provisgion

Effective

2000 2001 2002 2003 2004 2005

2006

2007 2008 2008 2010 2000-05 2000-10

VIL

A.

1.

. Distressed Communities and Industries Provisions

*American Community Renewal Act of 1999°

Designate 15 renewal communilies within 36

months; provide various incentives (zero capital

gains lax on certain 5-year investments; special
deduction lor real estate revitalization expendilures;
spacial expensing for certain business property;

work opportunily tax credit; environmental

remediation expenses; family development

accounts) beginning 1/1/01 and ending 12/31/07 .............
Timber Incentives

. Increase mavimum relorestation expenses

qualilying for amortization and credit from $10,000
1o $25,000; remove cap on amortization of
relorestation costs in 2001 through 2003 ..........ccccueeviinenns

Total of Distressed Communities and Industries Provisions

Real Estate Provisions

A

Total of Real Estate Provisions

. Impose 10% vote or valug lest .
. Treaiment of income and services provided by

Improvermnents in the Low-Income Housing Credit -
incis:ase per capila credit by $0.10 per year through
2004; therealter COLA; $2 million small State
minimum beginning in 2001; COLA beginning in
2005; modily stacking rules and credil allocation
rules; cerntain Native American housing assistance
disragarded in delermining whather building is
Federally subsidized lor purposes of the
iow-income housing credit ............
Real Estals Investment Trust {(REIT) Provisions

taxabte REIT subsidiaries .........

. Personal propenty treatment for determining rents

from real property for REITS ......ccceceevriiereriienenneienvincecnnane

. Special foreclosure rule 1or health care REITs ..................
. Conformity with RIZ 90% distribution rules .......................
. Clarification of definition of independent operators

for REITS ...coovvvveeeercieeecnnn

. Modilication of earnings and profits rules .............c.eccoeuenne

Accelerate 5-Year Phasain of Private Activity Bond
Volume Cap ........ccoecervemrenene
Exclusion from Gross Income for Centain Forgiven

Mortgage Obligations ............ccccervvierrivinreeiieniienereneiresnaanne

DOE

tyba 12/31/00

tyba 12/31/00

cyba 12/31/00

doia 12/31/00

- -102 -197 =201 220

-15

— 107 212 -224 -228  -249

-234

-247

-279

-345

-325 -141 -922 -1,745

-359 -174 -64 -101 -1,020 -1,995

-467

---------------------------------------- Previously Enacted - « -~ =« ==« e-sascccmmmcsmcacocan e
---------------------------------------- Previously Enacted - - - - -+« -« == c-c-cecmeima e
---------------------------------------- Previously Enacled - ==« - == =vcememmmmecrocncno e

---------------------------------------- Previously ENCIOd « - « =~ =~ ===« =+ = === s oxmxaza s
e eteeeeeeceesecsaseaeccieneeeenaan Proviously ENactad « - - - ==« ==+ = e e eseenenenmenana s

- -10 -41 -163

- 2 6 6 8 K
157 -404

-179

-7
-531

-179

7 7 -8 8 27 -6¢
653 -1,080 922 -4,89:

NET TOTAL ...curiiiiiienriirnniiiieincncinens

-~ -1,696 -10,379 -12,312

-13,382

-14,414 -15,166 -16,266 -17,524 -43,923 -120,67(

Joint Commitiee on Taxation

NOTE: Details may not add (o totals due to rounding.

[Legend and Fi

notas for Table #00-1 034 appear on the following page]
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Legend and Footnotes for Table #00-1 034:

Legend lor “Elective” column:

1l
(2]
(3
{a)
(5]
(6]

aaocpo/a = any action or claim pending on or after
alii TRA'97 = as it included in the Taxpayer Relief Act of 1397
cyba = calendar years beginning after

da = distributions after

doia = discharges of indebtedness after

dda = decedents dying alter

dma = disltributions made aller

DOE = data of enactment

ea = evenls alter

gma = gilts madae after

ima = loans made alter

Provision includes interaction with other provisions in Provisions lor Expanding Coverage.
Estimate provided by the Congressional Budget Office.
Loss of less than $5 million.

Ellective for disiributions from terminating plans that occur alter the PBGC has adopted final regulations implementing provision.
Depanment of Labor penalties.
Directs the Sacretary of the Treasury to modily rules through regulations.

pateo/a = plan amendments taking elfect on or after

pea = plans established after

pyba = plan years beginning after .

il = reports for

fma = requests made after

ta = transters after

tdapma = transfers, distributions, and payments made after
tyba = taxable years beginning after

voo/a = violations occurring on or after

yba = years beginning after




1-Mar-00 9:12AM #00-1 034
VERY PRELIMINARY
1-Mar-00
ESTIMATED BUDGET EFFECTS OF H.R. 3081,
THE “WAGE AND EMPLOYMENT GROWTH ACT OF 1999,"
AS REPORTED BY THE COMMITTEE ON WAYS AND MEANS
Fiscal Years 2000 - 2010
[Millions of Dollars]
Provision Effective 2000. 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2000-05 2000-
I. Amendments to the Fair Labor Standards Act of T % JTUTUURNR e P TS L ELEL LRSS e No Revenue Effect - --------cc-rceccccrecacaccaccceaccce
tl. Small Business Provisions
1. Accelerate 100% self-employed health insurance
deduction and extend eligibility to those who choose
not to participate in employer-subsidized health
PIANS ©evorererercrmcrsssssesisasssssiesesssssssbsssasstas s sser s tyba 12/31/00 — -287 -1,093 697 - - - - - - - -2,077 -2,0
2. Increase section 179 expensing to $30,000 tyba 12/31/00 — -359 616 -350 -187 -176 -160 -167 -188 -197 -202 -1,688 -2,6
3. Increase business meals deduction (excluding
entertainment expenses) to 55% in 2001 and 60% in
2002 and thereafter ... tyba 12/31/00 o -259 794 -1,090 -1,137 -1,186 -1,239 -1,294 -1,351  -1412 -1477 4,466 -11,2
4. 80% business meals deduction for workers subject
to DOT hours of service IMItation ........cccccevieennninennnss tyba 12/31/00 -~ -39 -70 64 -55 -47 -37 -26 -13 — - -276 -2
5. Provide that Federal farm production payments are
taxable in the year of receipt (ignore election to take
the payments in an earlier year unless exercised) ............ e emeacasecc-ceccveseccccccmsseemrmocooccees Previously Enacted - - -+ - == =====--e---c-emmcooooooononos
6. Coordinate farmer income averaging and the AMT
and provide the same income averaging relief to
commercial fiShBIMEN ....ccvviveerencccnrinieec e tyba 12/31/00 - -1 -2 -2 -2 -3 -3 -4 -5 -6 -7 -9
7. Repeal the occupational taxes relating to distilled
spirits, wine, and beer 7/1/01 - -64 -75 -75 <75 -75 -75 -75 -75 <75 -75 -364 -1
Total of Small BUSINess ProviSioNs ......eeeveeeceiiiemeaseiniimmreancoiiaimesstaassssinnsenmannnens — 1,009 -2,650 -2,278 -1,456 -1,487 -1,514 1,566 -1,632 -1,690 -1,76% -8,880 -17(
ll. Pension Provisions
A. Provisions for Expanding Coverage
1. increase contribution and benefit limits:
a. Increase limitation on exclusion for elective
deferrals to $11,000 in 2001, $12,000 in 2002,
$13,000 in 2003, $14,000 in 2004; index in
$500 increments thereafter [1] .....eeene yba 12/31/00 -~ -131 -317 -468 -578 -640 -687 -735 -783 -832 -879 2,135 6.
b. Increase limitation on SIMPLE elective
contributions to $7,000 in 2001, $8,000 in 2002,
$9,000 in 2003, $10,000 in 2004; index in $500
increments thereatter [1] .....cersessimsssenerensunans yba 12/31/00 - -5 -14 22 -27 -29 -29 -30 -32 -33 -35 -96 -
¢. increase defined benefit doilar limit to $160,000 .......... yba 12/31/00 — -18 -31 -40 -45 -48 -50 -53 -55 -57 -59 -182 -
d. Lower early retirement age to 62; lower normal
retirement age 10 65 ... rersatesenssssarnsennes yba 12/31/00 —_ -3 -4 -4 4 -5 -5 -5 -5 -5 -5 -21




e 2

Provision

Effective

2000 2001 2002 2003 2004

2005

2006

2007

2008

2009

2010 2000-05

2000~

10.

Subtotal of Provisions for Expanding Coverage

B.

1.

. Modification of top-heavy rules
. Elective deferrals not taken into account for

purposes of deduction IMILS ..........cveirieinnnmiiins
. Repeal of coordination requirements for deferred

e. Increase annual addition limitation for defined

contribution plans to $40,000 [1] .ccceeverninciiiininnnnnnnns

i. Increase qualified plan compensation limit to

$200,000 [1] ceverrsmerererrasssmssssrssssesessessssssossssssessssses

g. Increase limits on deferrals under deterred

compensation plans of State and local govemments

and tax-exempt organizations to $11,000 in
2001, $12,000 in 2002, $13,000 in 2003, and

$14,000 i 2004 [1] cveerreremirmermnrnineseserc it es
. Plan loans for subchapter S owners, partners, and

sole proprietors ........veerreasisness

compensation plans of State and local governments

and tax-exempt 0rganizations ...
. Elimination of user tee for certain requests

regarding employer pension plans; waiver applies

only for request made during first 5 plan years [2] e
. Detinition of compensation for purposes of
deduction Mits [1] «.oceerereiiiiniisesr e et
. Option to treat elective deferrals as after-tax
CONIADULIONS 1vvvveeverererrarescremisssisesnenresseesannssassisstssasssnnnannas
. Reduce PBGC premium for new plans of small
EMPIOYETS [2] ovcvrmeriiirieresetra i

Phase-in of additional PBGC premium for new
plans; include additional variable premium relief for

small eMPIOYSIS [2] «.ccoomriierrimieriimes st

Provisions for Enhancing Faimess for Women
Additional catch-up contributions for individuals age
50 and above - increase in maximum contribution
limits for pension plans by 10% annually beginning

in 2001, not t0 exceed 40% .....cccereviriiiicmnininini e
. Equitable treatment for contributions of employees
to defined contribution plans {1] ...ooceevrremevinicineccnnininn.
. Faster vesting of certain employer matching

contributions

. Simpiify and update the minimum distribution rules

by modifying post-death distribution rules, reducing
{to 10%) the excise tax on failures to make
minimum distributions, and directing the Treasury to
simplify and finalize regulations relating to the

minimum distribution rules ...
. Clarification of tax treatment of division of section
457 plan benefils Upon diVOrCE ....cervcrerinninineeieees
. Modification of safe harbor relief for hardship
withdrawals from 401(K) Plans .........cccveverrenecrenmnnnrscinenes

Subtotal of Provisions for Enhancing Faimess for Women

yba 12/31/00

yba 12/31/00

yba 12/31/00

Ima 12/31/00
pyba 12/31/00

yba 12/31/00

yba 12/31/00

rma 12/31/00
yba 12/31/00
tyba 12/31/00
pea 12/31/00

pea 12/31/00 &
pyba 12/31/00

yba 12/31/00
yba 12/31/00

pyba 12/31/00

yba 12/31/00
tdapma 12/31/00

yba 12/31/00

-108 -119

-18 -30 -33 -35
- 4 -9 -1 12

100 13 144

- - (3 [3) (3

- - 3] (3 (3
-591

-128

-37
-14

-101

-3
89

(3

3]

-1,056

-95

-97

-297

Negligible Revenue Effect

-489

-107

-136

-39
-16

-108

-3
-2

3]

(3]
-1,225

-104

-330

-531

-115

-145

42
17

-115

(3]
-1,410

-100

-1

-366

-§77

-122

-153

-44
-19

-122

-218

[3)

3]
-1,604

-131

-162

-47
21

-129

-3
-345
13

(3]
-1,815

-103

-124

~139

-170

-49
-23

-135

-485
(3]
13

-2,035

-103

-131

-63

-391

-153
-50

-396

-12
-3.622

-1 IO(

-1,2

-3
1
-1,0

-2

-11,7
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Provision Etfective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2000-05 2000~
C. Provisions for Increasing Portability for Participants
1. Rollovers allowed among governmental section
457 plans, section 403(b) plans, and qualified plans ........ dma 12/31/00 - 26 -5 -5 -5 -5 -5 -5 -6 -6 -6 6 -
2. Rollovers of IRAs 1o workplace retirement plans ..... dma 12/31/00 2 cc-ccescseccmar e e e et rea e Negligible Revenue Effect - =« « === ««cacecccncmereerceacmnnn-
3. Rollovers of after-tax retirement plan contributions . dma 12/31/00 - cc - me et c e Negligible Revenue ERfect -+~ «~---ccenmmcecomemmmacanaaann
4. Waiver of 60-day fule .........coeeeveninnmiincnnneeninaene dma 12/31/00 2 - cecmermmeemee et ecem e m e e e e Negligible Revenue Effoct - - - < - - -« e=secceecmcerroaceennm-
5. Treatment of forms of qualified plan distributions ............. yba 12/31/00  -------eeseciicomomcecommieemoi e Negligible Revenue Effect - - - - - =« <=« ---veeammrcccmcccocneen.
6. Rationalization of restrictions on distributions ..........c........ da t2/31/00 c-----eeemeoioisioecmctemo e Negligible Revenue Effect - - - - - =< ----cccemmn-m-cmemonoonn-
7. Purchase of service credit in govemmental defined
DENEHIL PIANS ...covcvirnririeririeee et scse st 1@ 12/31/00  ---cececmisicomacaoccromcec oo Negligible Revenue Effect « - - - - -« eececmcanenmmcomccceoncnnns
8. Employers may disregard rollovers for cash-out
AMOUNES «.eeereeerirriiecrrersrantrroosessannsnsssesrenssassssisssnnses da12/31/00 2 -c---escecececcmcccnccccccrcoennanann Negligible Aevenue Effect - - - <= <+« -sv-vcencnnconccmmmarcocos
9. Minimum distribution and inclusion requirements for
SECHON 457 PIANS ....ovceiiiriir ettt ama 12/31/00 s mmmee e cc et Considered in Other Provisions < - < ==« +=====seccamaccccccaacoann.
Subtotal of Provisions for Increasing Portability for Participants ............cccceeviieniieninnns - 26 -5 -5 -5 -5 -5 -5 6 -6 -6 6 -
D. Provisions for Strengthening Pension Security and '
Enforcement
1. Phase-in repeal of 150% of current liability funding
limit; extend maximum deduction rule .........ceceevvermnccsennee yba 12/31/00 - -3 -14 -20 -36 -36 -38 -38 -39 -41 -42 -109 -3
2. Missing plan participants .......c.c.ceeennee [4] = mec-eeseeecemeccaeencrcciiccn e Negligible Revenue Effact - =« <~ - - === ccccvmmcaaacmnaceccecn.-
3. Periodic pension benefits statements ............ccccveemne. pyba 12/31/00  scecmcncmeieie e iem e e e No Revenue EFfect -=-----=-----sveecmemmmceeceaaacecacs
4. Civil penalties for breach of fiduciary responsibility {5] ...... voOo/aDOE = c-cccecccemcctiree s st sac et No Revenue EffeCt - -« -« +==-moaeecvemaaeaaaacaaacacaaans
5. Excise tax relief for sound pension funding ........c.ccoccueeeees yba 12/31/00 —_ -2 -3 -3 -3 -3 -3 -3 -3 -3 -3 -14 -
6. Notice of significant reduction in plan benefit
ACCIUAIS ..ocoiiiiieviiirrverrnernrecnnnnsss s sstsenssanannnenssastanancrenrnor pateo/aDOE =~ --e----m-mecconiaicccoeoccoooioes Negligible Revenug EHEct - - - <« - - =+ -emvmemmcnnammnoncaccaen-
7. Investment of employee contributions to 401(k)
PlANS woirereecererie st s s il TRA'G7 3 c--cccevenecrenaacececcecncnrcccceonon- Negligible Ravenue Effect - - - - - ===« =-emmeceemcacacecaanmnn-
8. Repeal 100% of compensation limit for
MUltieMPIOYET PIANS .....ccccvimrirmeriiirre e ierace s tsasananes yba 12/31/00 - -2 -4 -4 -4 -4 -4 -5 -5 -5 -5 -19 -
9. Technical Correction 10 Saver ACl .....cccceerumeeerenriesiccssnennenes DOE @ ---eeseccmeccmcoocaceeccaacecaoccecreenen NO Rovenue EffeCt ~~---===es-ccccccseaceseanauomeamcnas
10. Model spousal consent language and qualified
domestic relations order ..........ccccccvimieeicrsinircnrmrenmnnnnone DOE = tcccccrmccecmmmcrcecmccaceemcaccccncecnnn No Revenue Effgct - - -+ +-==--ccecsemcaccammaacanccacenne.
11. Elimination of ERISA double jeopardy ..........ccceceeeveniecnns aaocpo/a DOE  -------ecremcieccr i ma oo e s Negligible Revenue Effect - ==« ====2ccacccecrmmoareaomnn.
Subtotal of Provisions for Strengthening Pension Security
AN ENOTCRIMIBIE . e eri ittt et eiee e eeie e aeer et tearaeare s eia s ena e aasaeeacecnsttstantasneanns - -7 -21 -27 -43 -43 -45 -46 -47 -49 -50 -142 -3
E. Provisions for Reducing Regulatory Burdens
1. Modification of timing of plan valuations ... pyba 12/31/00  ~-ceceiececim i aiee i ce e Negligible Revenue Efect - -~ ------=<s<-ccescscmnmnmacaannns
2. ESOP dividends may be reinvested without loss ot
dividend deQUCHION ....cccccerreenrreisinnsieiuensnsseoanissserarsnssssess tyba 12/31/00 -19 -44 -56 -61 -63 -66 69 -71 -74 -77 -243 -€
3. Repeal transition rule relating to certain highly
compensated emplOYees ............ccovuvrrrcerneeicnmiseiinas pyba 12/31/00 - -2 -3 -3 -3 -3 -3 -4 -4 -4 -4 -13
4. Employees of tax-exempt entities [6] .........ccccveivrennnans DOE = -ccccccceccevecscacnsonnsonaaarcccanan= Negligible Revenue EFect - = - - === ==« ===cccmecocmesnaaanmeces
5. Treatment of employer-provided retirement advice .......... yba 12/31/00  -c-e---e-mceci it e s Negligible Revenue Effect - - - - ==~ c=avececacccasunenmasacn=s
6. Pension plan reporting simplification [6] ..........cccccveeeeeences 1101 ecmeeceisceciiceaaercc i maer s Negligible Revenue Effect - - - - - -« == ceweeacmmocaccnoamae--
7. Improvement to Employee Plans Compliance
Resolution System [6] ........ceveeeriivsennenenseesarinnsens DOE = ccceeccsccnacecccecmmcccacscomcccesen= Negligible Revenue Effect - - = - = === === cceecmmcnonnamcconanns
8. Substantial owner benefits in terminated plans [2] [0 0] = LR T R R Negligible Aevenue Effgct - - - - = - = - == << - ccmmoromameaances
9. Clarification of exclusion for employer-provided
transit Passes .....ccceceeerrrierenens . tyba 12/31/00 - 6 -10 -13 -14 -15 -15 -16 -16 -16 -16 -58 -1
10. Repeal of multiple use test yba 12/31/00  c---ceeeceeeniciaccci it Considered in Other Provisions - ----«--=v=aeemmescecccecesacen-
11. Flexibility in nondiscrimination and line of business
TUIES [6] covreeneememerisesisamimsissianssisssranes s nessssseassnesssasnt rasanssonsas DOE = c-eccrecrecccnccccccncnnanamaccconcann Negligible Revenue EffCt - - - - - == -«=x-c-socvmnenccecanancns
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Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2000-05 2000

12. Extension to intemational organization of
moratorium on application of certain
nondiscrimination rules applicable to State and local

government plans ........ yba 12/31/00  c-ecc-ecciiecicano oo cciceesamaee e Negligible Revenue Effoct - - - - - - <= - ccc=--eceammmamancaccacn-
13. Notice and consent period regarding distributions ............ yba 12/31/00  -----e-eriseeessmeiim e No Revenue EHact ----==«=c-scmcccccccsemcascanceancaas
14. Annual report dissemination fyba 12/31/9B  ---rem--mroaeic it iee e e No Revenue Effect - =« -~ -e-ccvecnomcecancmcceaaceacnns
15. Excess benefit plans .......c...ccoemiisrinieneisnrncnsssnsenscninn yba 12/31/99  c-------e-eieeeiiacenoeooennn s Negligible Revenue Effect - - - ==~ -«=-ecococsmenmammancoannns
16. Benefit suspension notice ..... . pyba 12/31/99  e----e-s-ececiccicoooenoosme oo NOROVENUE EffeCt < <<= - = - --mcceemmenancccecaennacenns
17. Clarification of church welfare plan status under
State INSUTANCE 18W ...cceeecvererriieneciiennirrnanscsssteeensaeictinnas DOE = -vvcccececcncescaacccesccanacrsenccomrana No Revenue Effect - = - ===+ -=ccccemcccacnemcnccacmaccne
Subtotal of Provisions for Reducing Regulatory Burdens .............ocoovviniiienniiniieene. - -27 -57 72 78 -81 -84 -89 91 -94 -97 -314 -7
F. Provisions Relating to Plan Amendments ..........ccce.ceeueeens DOE = e-c-meccecccccccscrcccennnocroraconcaan No Revenue Effect - = - «====cecmccccecccccerenaonacenann-
Total of Pension ProviSIONS .....ccccccecreiiseienrerersmerinrmmtitiaresecttestesmnssriiensssenasassses — 548 -1,116 -1,331 -1,488 -1,674 -1,890 -2,127 -2,369 -2,632 -2,906 4,158 -18,0°
Iv. Extension of Expiring Provisions
1. Work opportunity tax credit; credit cannot be _
claimed until after 9/30/00 (through 12/31/01) ...ccvcevennens R R AR R R R i Previously Enacted - - - < - <= -=--c-essmaoaa s
2. Weltare-to-work tax credit; credit cannot be claimed
until after 9/30/00 (through 12/31/01) O R i Previously Enacted - - - <= «=---eereomcccccmccmccocmcrcoon.
Total of Extension of Expiring ProviSions .....ivciciicceiiiiiimieciininemanensc e — - - - —_ - - —_ - - —_ —
V. Estate and Gift Tax Relief Provisions
1. Reduction in estate, gift, and generation-
skipping transfer taxes: beginning in 2001, convert
the unified credit into a true exemption, repeal the
5% *bubble® (which phases out the lower rates);
repeal rates in excess of 53%; in 2002, repeal rates
in excess of 50%; in 2003 through 2004, reduce all
rates by 1 percentage point a year, proportionately
reduce State tax credit rates .......cccveeeniieesiriniienine, dda & gma 12/31/00 - - 4738 6358 -7,247 -8,465 -9,134 -9,674 -10,173 -10916 -11,635 -26,808 -783
2. Provide deemed allocation of GST exemption ta 12/31/99 - -1 -3 4 -4 4 -4 -4 -4 -4 -4 -16 .
3. Provide retroactive allocation of GST for unnatural
orders of AatN .........cccviivereieecrriimnr s s generally ea 12/31/99 — 4 -5 6 -6 -6 £ -6 -6 -6 -6 -27
4. Allow severances of trusts holding property having
an inclusion ratio of greater than Zero ............ceerevarnees R LR R Includedin Estate and Gift HomM 3. - - - -~ - - -~ e c e scmcecamccacccaces
5. Modity certain valuation rates B R R R R Includedin Estate and Git fom 3. - < - == ==« v seemmenaccccencncnann
6. Provide reliet from late elections ......c.cccviveeieiinienineniicciinens [ e R R R R Includedin Estate and Gift 1@ 3. =« « - - - - ececmammccacacccannencns
7. Provide rule of substantial compliance ........cccveceeieeininnnee R R Includedin Estate and Git femM 3. - - - - =« e = - s cceccmaceocaccanne
8. Expand estate tax rule for conservation
easements - increase the 25-mile limit to 50 miles;
increase 10-mile limit to 25 miles, and clarify dda 12/31/99 &
that the date for determining easement compliance ......... dda 12/31/97 - -11 -15 -21 -22 -23 -24 -25 -26 -29 -31 -92 -2

Total of Estate and Gift Tax Relief Provisions ........ccccceeciiiiiicvriniinnciiiininiennnian - 16 -4,761 -6,389 -7,279 -8,498 -9,168 -9,709 -10,208 -10,955 -11,676 -26,943 78,6



Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2000-05 2000-1

Vl. Distressed Communities and Industries Provisions
A. *American Community Renewal Act of 1999"
1. Designate 15 renewal communities within 36
months; provide various incentives (zero capital
gains tax on certain 5-year investments; special
deduction for real estate revitalization expenditures;
special expensing for certain business property;
work opportunity tax credit; environmental
remediation expenses; family development
accounts) beginning 1/1/01 and ending 12/31/07 ............. DOE - -102 -197 -202 -201 -220 -247 -325 -141 -35 -76 -922 1,7
B. Timber Incentives
1. Increase maximum reforestation expenses
qualitying for amortization and credit from $10,000
to $25,000; remove cap on amortization of
reforestation costs in 2001 through 2003 .....ccoeriniiienens tyba 12/31/00 - -5 -15 -22 -27 -29 -32 -34 -33 -29 -25 -98 -2!

Total of Distressed Communities and Industries Provisions ......cc.cccvveeesnsncceenns - -107 -212 -224 -228 -249 =279 <359 -174 -64 -101 -1,020 -1,9

VIl. Real Estate Provisions

A. Improvements in the Low-Income Housing Credit -
increase per capita credit by $0.10 per year through
2004; thereafter COLA; $2 million small State
minimum beginning in 2001; COLA beginning in
2005; modify stacking rules and credit aliocation
rules; certain Native American housing assistance
disregarded in determining whether building is
Federally subsidized for purposes of the

low-income housing Credit ... tyba 12/31/00 - -4 -24 £8 -140 -234 -345 -467 -601 -750 -913 -470 -3,5
B. Real Estate Investment Trust (REIT) Provisions
1. Impose 10% vote or value test ......cccvermneiiniieeiiinecnnns e LR T R ] Proviously Enacted - - -« === ===« -cocscesmrmaccrem oo e
2. Treatment of income and services provided by
taxable REIT SUDSIIANIES ...cccccveeererrecsreniersiureinnemsranensennens e e R R R R R R Previously Enacted - -« =~=----=--ccssaccomomremomo oz
3. Personal property treatment for determining rents
from real property for REITS ....ccciueeeniiiiiiiinniineens e eesececccccecciceecmeceesmmmtomcecenceano Previously Enacted - - - - - ==--=+--cs-cssanenammaacncnco-
4. Special foreclosure rule for health care REITS .................. e eemececeemecccsescccs-acasccccceccncamnn= Previously Enacted « -« ===« ~«==-c-asscmemmmmsaamoocno-
5. Conformity with RIC 90% distribution rules .........c.c.cceeeees e eeeeaecceieeccicicescescemeccccaenenan Previously Enacted - - - === ==-==cc-scscemmoamamaeosoea-
6. Clarification of detinition of independent operators ’
£OF REITS weeeereeerertreeeieereerissereerssasnsreamsssssssssansassanesrarerasses e eemeeeeccscceicammvmmcccacmmeecananacnon. Previously Enacted - - - - - - == <= === =eecomceo oo mens
7. Modification of earnings and profits rules iy Previously Enacted - - - < <~ <<+ cs---e-acccoacamo o
C. Accelerate 5-Year Phasein of Private Activity Bond
VOIUME CAP cvveercreriiirereie i sissssnnssssesiassscnsssnasnisassses cyba 12/31/00 - -10 -41 -83 -127 -163 -179 -179 -174 -167 -159 -425 -1,2
D. Exclusion from Gross Income for Certain Forgiven
Mortgage OblIgations .........ccvveesesicconiinisciiirsnnssescos doia 12/31/00 - -2 -6 -6 6 -7 -7 -7 -7 -8 -8 27
Total of Real EState ProviSions .....c..c..ceeeireescarorsneisissessstssesiseimasensanensisssassssstess - -16 - -157 -273 -404 531 653 -782 -925 -1,080 -922 -4,
NET TOTAL ooeiivtireeemaiiesanenrtarernssasassssmasesessonssasssasassssssssssttssssnsasisessastesssatonaisosneses — -1,696 -8,810 -10,379 -10,724 -12,312 -13,382 -14,414 -15,166 -16,266 -17,524 -43,923 -120,¢

Joint Committee on Taxation

NOTE: Details may not add to totals due to rounding.

[Legend and Footnotes for Table #00-1 034 appear on the following page]
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Legend and Footnotes for Table #00-1 034:

Legend for “Etfective” column:

i)
(2]
{3
(4]
(5
(6]

aaocpo/a = any action or claim pending on or after pateo/a = plan amendments taking effect on or after

aiiil TRA'97 = as if included in the Taxpayer Relief Act of 1997 pea = plans established after

cyba = calendar years beginning after pyba = plan years beginning after

da = distributions after if = reports for

doia = discharges of indebtedness after ma = requests made after

dda = decedents dying after ta = transfers after

dma = distributions made after tdapma = transfers, distributions, and payments made after
DOE = date of enactment tyba = taxable years beginning after

ea = events after voo/a = violations occurring on or after

gma = gifts made after yba = years beginning after

ima = loans made after

Provision includes interaction with other provisions in Provisions for Expanding Coverage.

Estimate provided by the Congressional Budget Office.

Loss of less than $5 million.

Eifective for distributions from terminating plans that occur after the PBGC has adopted final regulations implementing provision.
Department of Labor penalties.

Directs the Sacretary of the Treasury to modify rules through regulations.



November 1, 1999
MEMORANDUM FOR GENE SPERLING
FROM BILL DAUSTER

RE SENATE DEMOCRATIC MINIMUM WAGE TAX PACKAGE

Jon Talisman and I met with staff for Senators Daschle and Moynihan this
morning to discuss tax strategy. They shared with us the attached confidential draft
package that they have assembled for their minimum wage amendment. Its contents are
still fluid, as is whether they intend to use it.

Negotiations continue today on a unanimous consent agreement for consideration
of the bankruptcy bill. The parties are considering three amendments per side, and it is
not clear whether second-degree amendments will be allowed. If the consent agreement
does not allow for second-degree amendments, then the incentives increase to include a
tax package in the Democratic amendment. Chuck Marr thought that the Leaders might
propose a unanimous consent agreement as soon as later today.

We are also hearing that Senator Nickles may be assembling a relatively narrow
(for a Republican) small business tax package. There was agreement at our meeting this
morning that if the Republicans were not including the estate tax, then Democrats need
not include it either. This argued for holding back on the Democratic alternative until
seeing the Republican alternative.

Note that the attached Senate Democratic staff package includes gross tax cuts of
roughly $11 billion over 5 years and $27 billion over 10 years. It is paid for in 2000, over
5 years, and over 10 years, although it runs a small deficit in 2001 and 2008. It includes
the New Markets tax credit (at the bottom of the first page). It also includes Qualified
Zone Academy Bonds (QZABs), and we discussed whether it might include more school
construction funding.

Attachment

Copies without attachment to Natasha Bilimoria
Jason Furman
Lisa Green
Carl Haacke
Brian Kennedy
Sarah Rosen Wartell
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VERY PRELIMINARY
27-Oct-99
- Committee on Finance -
ESTIMATED REVENUE EFFECTS OF A MODIFIED DEMOCRATIC ALTERNATIVE TO THE MINIMUM WAGE/SMALL BUSINESS TAX BILL
Fiscal Years 2000 - 2009
[Millions of Dollars]
Provision ) Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2000-04 2000-09

Enabling Small Businesses to Provide Child Care,
Health, and Retirement Benefits
1. 100% self-employed health insurance deduction
beginning in 2000 ... tyba 12/31/99 -245 1,007 -1,040 -657 -2,949 -2,949
2. Worksite Child Care Facilities Credit - 25% credit up
to $90,000 for child care facility start-up expenses,
operating expenses, or reimbursements for
"off-site” child Care .........cooeveeeiineieeeieees e tyba 12/31/00 -44 -85 -97 -110 -122 -130 -136 -142 -149 -336 -1,014
3. Plan loans for subchapter S owners, partners, and
SOIE PIOPTIELOLS ...ooeieeiriee ettt yba 12/31/00 -20 -30 -32 -35 -37 -39 -41 -44 -46 -117 -325
4. Contributions to IRAs through payroll deductions tyba 12/31/00 -7 -10 -1 -1 -1 -1 -1 -1 -1 -19 -24
. Modification of top-heavy rules ..........cccooevirinvvnceicee e tyba 12/31/00 -8 -16 -20 -23 -27 -30 -33 -36 -40 -68 -234
6. Tax credit for small employer pension plan
contributions and start-up costs; 50% credit on
employer contributions for the first 5 taxable years
for employers with 25 or fewer employees; 50% tax
credit for the first 3 years on start-up costs for
employers with 100 or fewer employees ...........cc.coeveennene... pea 12/31/00 -124 -265 -386 -481 -536 -567 -587 -599 -620 -1,255 -4,163
7. Elective deferrals not taken into account for :
purposes of deduction imits ..........ccooeeeercveeccveeeieieeiciie yba 12/31/00 .- -38 -71 -81 -85 -89 -93 -97 -101 -104 -275 -759
8. Faster vesting of certain employer matching .
CONMBULIONS ...t tyba 12/31/00  r--emeee e Negligible Revenue Effect - - -« <« - - v e e e e mee el
9. Reduce PBGC premium for new plans of small
emMPIOYers [1] ..o s pea 12/31/00 [2] 2] [2) [2] [2) (2 [2] {2 -1 -3
10. Phase-in of additional PBGC premium for new
PlANS [1] oot pea 12/31/00 -1 -1 -1 -2 -2 -2 -2 -2 -4 -12
11. Elimination of user fee for determination requests
regarding small employer pension plans {3] .........ccccceeevnen. rma 12/31/00 -17 -8 -8 --- -33 -33
12. Definition of compensation for purposes of
deduction imits [4] ......c..ccevieieeeie et e yba 12/31/00 -1 -2 -3 -3 -3 -3 -3 -3 -3 -9 -24

Total of Enabling Small Businesses to Provide
Child Care, Health, and Retirement Benefits ..........coceuuieuiiiiniieieienerierseeerennnseneeens -245 -1,266 -1,528 -1,286 -739 -817 -865 -900 -928 -965 -5,066 -9,540

o

Promoting Technological and Economic Development
1. Accelerate increase in section 179 expensing to
$25,000 ..ottt tyba 12/31/99 -490 -413 115 147 195 141 82 40 30 30 -446 -123
2. Tax credit for investments in "new markets”
community development (total investments over 10
years is $3.75 billion) ......c..cooooveieiiie e imo/a 1/1/01 - -6 -43 -96 -146 -190 -203 -165 -100 -145 -949




Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2000-04 2000-09

3. Wage credits for Empowerment Zones ............ccovevununnn..... tyba 12/31/99 -81 -87 -95 -107 -120 -115 -89 -58 -26 -8 -490 -786
4. Tax credit for information technology training

exXpenses (S. 456) .........ooccviiiiiiiiiee e tyba 12/31/00 - -64 -172 -263 -310 -322 -324 -325 -334 -349 -809 -2,463
5. Low-income housing credit - phase in increase in

per capita amount of low-income housing tax credit

from $1.25 to $1.75 by $0.05 per year beginning in

2000.... ittt tyba 12/31/99 -2 -10 -29 -62 -110 -172 -249 -340 -447 -570 -213 -1,991

Total for Promoting Technological and Economic
DeVelOPMENT ........oiiiiiiii i e ettt e ete s eeesesees et e eanaeeaeeanaaee -573 -574 -187 -328 -441 -614 =770 -886 -942 -997 -2,103 -6,312

Expanding Economic Opportunities

1. Extension of work opportunity tax credit (through

B/30/04).......ooiiiriiriinc ettt e wpoifibwa 6/30/99 -229 -321 -397 -430 -391 -254 -114 -40 -1 -2 -1,767 -2,188
2. Extension of welfare-to-work tax credit (through

B/30/04).....ciiiiiiiiinii e e wpoifibwa 6/30/99 -49 -77 -101 -112 -105 -74 -37 -14 -4 -1 -445 -575
3. Modify economic activity credit by removing the

limitation for newly established business operations

and removing the base period cap which, beginning

in 2002, limits the size of the credit for existing

claimants (sunsets taxable years beginning after

12/B1/02) oottt ettt tyba 12/31/98 -119 -125 -135 -315 --- -694 -694
4. Qualified Zone Academy Bonds - extend $400

million in bonding authority (through 12/31/00)....................... tyba 12/31/99 -3 -8 -13 -16 -16 -16 -16 -16 -16 -16 -56 -136

Total for Expanding Economic Opportunities ............e..vveiriieeenerreecinnnereeemeeennnnnns -400 -531 -646 -873 -512 -344 -167 -70 -31 -19 -2,962 -3,593

Promoting Family-Owned Farms and Businesses

1. Increase the qualified family-owned business

interest deduction from $1.3 million to $1.75 million

in 2003 and thereafter .........c..cccevvecevvrncerce e dda 12/31/02 --- -461 -569 -680 -861 -1,116  -1,549 -461 -5,237
2. Prevent farm income averaging from increasing

AMT liability (S. 1207) ...ccoviiiiiiicces e e tyba 12/31/00 (5] -1 -1 -2 -2 -2 -3 -4 -5 -5 -21
3. 10-year carryback of farm net operating losses NOLgi tyba 12/31/00

generated in 2001 and 2002 .........cccoceccveereeeeitieeeeee e & tybb 1/1/03 --- -72 -65 15 14 12 11 10 8 -122 -67
4. Small business meals deduction, phased in as

follows: 52% for 2001 through 2004, 56% for 2005

through 2008, and 60% for 2009 ..........ccccceevvveeneccereeeree, tyba 12/31/00 -45 -83 -86 -90 -206 -303 -317 -331 -484 -304 -1,945

Total for Promoting Family-Owned Farms and BUuSiNeSSes .......c..cceeeirinerencrecernrennnes - -45 -156 -152 -538 -763 -973  -1,170 -1,441 -2,030 -892 -7,270

Providing Administrative Relief - combined
Federal-State employment tax reporting ......cccceevvvecivnnnennnnns DOE e e eeeaas NOREVENUE EFf@Ct - - - - - ccc oo e ceemc e e cecccaccaaaaaaan

Revenue Offset Provisions
1. Exclusion of like-kind exchange property from
nonrecognition treatment on the sale of a personal
TESIABNCE .o.eeii et eere e e e e eaesaee e soeopra DOE 3 7 8 9 10 11 12 13 14 15 37 102
2. Restore phase-out of unified credit for large estates ............. dda DOE 74 75 83 87 118 144 170 178 187 319 1,116
3. Repeal lower-of-cost-or-market inventory ’
accounting Method .......o.coeeicciiv i tyba DOE 162 365 354 350 284 i1 64 68 72 78 1,515 1,908




Provision Effective 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2000-04 2000-09
4. Modify treatment of start-up and organizational
EXPENTIUIES ......oiiiiiiiiiiiie ettt eee e e eee e ) [6] -71 -68 78 224 371 430 403 376 349 322 534 2,414
5. Reinstate environmental tax imposed on corporate
taxable income and deposited in the Hazardous
Substance Superfund ..........cccocieniiiiiiee (7 333 559 571 584 602 631 663 690 716 739 2,650 6,089
6. Reinstate excise taxes deposited in the Hazardous
Substance Superfund ..........cco.cuvveeiiiin e (8] 701 708 715 721 724 730 738 748 754 761 3,570 7,300
7. Disallowance of noneconomic tax attributes ...........ccc.ocue...... dofca 552 750 890 958 1,011 1,069 1,126 1,184 1,245 1,308 4,161 10,093
Total of Revenue OffSet ProviSioNs .....c.c....ceicieriiemeiiiiceciieneeereeeatennreneeeessseesnsesnsns 1,680 2,395 2,691 2,929 3,089 3,100 3,150 3,249 3,328 3,410 12,786 29,022
NET TOTAL 462 -21 174 290 859 562 375 223 -14 -601 1,763 2,307

Joint Committee on Taxation

NOTE: Details may not add to totals due to rounding.

Legend for "Effective” column:

(1]
(2]
(3]
{4]
(5]
(6]
(7}
(8]

dda = decedents dying after

DOE = date of enactment

dofca = date of first committee action
imo/a = investments made on or after
NOLgi = net operating losses generated in
pea = plans established after

Estimate provided by the Congressional Budget Office.
Loss of less than $5 miillion.
Department of Labor penalties.

rma = requests made after

soeopra = sales or exchanges of personal residences after

tyba = taxable years beginning after

tybb = taxable years beginning before

wpoifibwa = wages paid or incurred for individuals beginning work after
yba = years beginning after

Provision includes interaction with Enabling Small Businesses to Provide Child Care, Health, and Retirement Benefits, item 8.

Loss of less than $500,000.
Generally effective for start-up and organizational expenditures incurred after the date of enactment .

The corporate environmental income tax would be reinstated for taxable years beginning after 12/31/99.

The three Superfund excise taxes would be reinstated for the period after the date of enactment.




