
July 27,1999 

RISING TIDE 
Executive Summary 

Rising Tide is a public/private initiative designed to accelerate the Capital's revitalization by creating 

incentives for major business investments in Washington's Enterprise Zone. Rising Tide requires no 

public expenditures or appropriaUons, and without infringing on Home Rule, complements the District's 

current efforts. Rising Tide's goal is to bring $1 billion in private investments and 10,000 newjobs to the 

Nation's Capital. Rising Tide should be included in the 1999 tax bill. 

Risine Tide's proposed tenns 

=:> To qualify as a Rising Tide EZ firm {'"RTEZ") a business must: 
• Invest > $25 million in Washington's Enterprise Zone ("EZ") 
• Provide employment in the EZ for > 400 people 
• Pay DisU-ict taxes 

r=> For a five year period, a 7?TTiZ firm would qualify for: 
• Tax exempt bonds with market driven terms and excluded from all bond caps 
• Wage tax credit: 20% for Distnct residents working in EZ, $2 mm annual cap 

Joint Committee on Taxation Score and analvsis 

=> RT could bring over $1 billion in private investments and create up to 10,000 new private 
sector jobs witli no public expenditures; 

JCT 5 year cost estimate: $166 million for the wage credit, $72 million for tax-exempt bonds; -

Supporters 

Su-ong, bi-partisan support from Sens. Daschle, McConnell, Rockefeller, Reid, Jeffords, Breaux, 
Bob Kerrey, Sarbanes, Brownback, Mikulski, and Robb and Reps. Davis, Rangel, Morella, 
Hoycr, Wolf, Wynn, and Moran who arc all helping to get Rising Tide into the tax bill. 
Additional supporters likely lo put their name on Rising Tide: Sens. Mack, Hatch, Lieberman, 
Wyden, and Leahy; and Rep. Norton; 

Maryland and Virginia Senators and regional Representatives have signed a leiter supporting 
Rising Tide. Mayor Williams and Washington business leaders have all endorsed 

National and local private sector supporters: Peter Noslrand (Crestar Bank), Jolin Den ick 
(PEPCO), Abc Pollin (Washington Sports & Entertainment), Bert Roberts (MCI Worldcom), 
Steve Harlan (H.G. Smilhy), Mclvyn Eslrin (Phar-Mor), L.B. DoggeU (DoggeU Enterprises), 
Marie Johns (Bell Atlantic), Robert Linowes, John McDaniel (Medlantic/IJelix), " 
DcGraffenreidt (Washington Gas), Bob Gladstone (Quadrangle Corporation), John Schwiclcrs 
(Arthur Andersen), Bob Braunohler (DC-Building Industry Association), Kwasi Holman (DC 
Chamber of Commerce), and John Tydings (Board of Trade) 



July 27,1999 

RISING TIDE 

Rising Tide is a public/private initiative designed to accelerate the Capital's revitalization by creating 

incentives for major business investments in Washington's Enterprise Zone. Rising Tide requires no 

appropriations, and without infringing on Home Rule, complements the District's current efforts. 

Rising Tide's goal is to bring $1 billion in private investments and 10,000 new jobs to the Nation's 

Capital. 

1. Establish federal policy to support Washington's revitalization 
=> Nation, Congress, residents, and 25 million annual visitors want their Capital revitalized and achieve its full 

potential as our national gathering place, the symbolic heart of our nation, and one ofthe worid's great cities 
• Wirthlin poll: 9 in 10 Americans want Washington's revitalization to be successful, 60% want it to be 

a Congressional priority, and 42% would contribute their time, money or both 
• Washington's national and intemational image matters 

^ Constitutional responsibility and no state or county jurisdictions to help; "From the Capitol to tlie Capital" 
=> Consistent with Congressional policy and Legacy, federal govemment's new long term plan for Washington 

District's leaders, services, and reputation are improving 
=> Only effects Washington because it's the only Nation's Capital and only Congress can act 

2. Rising Tide's proposed terms: 
=> To qualify as a Rising Tide EZ fimi CRTEZ") a business must: 

• Invest > $25 million in the Enterprise Zone ("EZ") 
• Pay District taxes 
• Provide employment in the EZ for > 400 people 
For a five year period, a RTEZ firm would qualify for: 
• Tax exempt bonds with market driven terms and excluded from all bond caps 
• Wage tax credit: 20% for District employees working in EZ, $2 mm annual cap 
JCT score analysis: .RT could bring over $1 billion in private investments and create up to 10,000 new 
private sector jobs with no public expenditures; JCT 5 year cosl estimate is $166 million for the wage 
credit and $72 million for tax-exempt bonds 

=> Promote using existing business recruiting efforts, e.g.. Greater Washington Initiative supported by Board 
of Trade, Chamber of Commerce, DC Building Industry Association, etc. Many prominent national and 
local business leaders have personally committed to assist this effort 



Rising Tide is consistent with Congressional actions and policy 
Targeting revitalization through economic incentives; consistent federal policy for 20 years 
When Congress created incentives for DCs small and mid-size EZ firms, it called it a "first step." Rising 
Tide logical next step because Washington's revitalization also requires large-scale private investments; 
JCT estimates Rising Tide's cost at less than 50% of these previous tax incentives 
301 Representatives and 52 Senators have co-sponsored legislation lo increase tlie bond cap; agreeing that, 
"Volume cap is the most serious impediment to public/private partnerships." 
Built on existing programs, precedents and "unique lo the Nation's Capital" provisions 
• Proposed incentives acknowledge $25,000,000 and 400 jobs 
• Many 501 c (3) organizations exempt from the bond caps 
• Capital's per user cap $15m, everywhere else $3m 
• Wage credit eligibility pool expanded and no "step-down" in higher rate only in the Capital 

Establishing public/private partnerships in the Nation's Capital 
> Congress expects public/private partnerships to lead the Capital into the 2 l " Century 

• Nalional Capital Planning Commissions (federal planning agency) highlights these partnerships as 
foundation for federal policy in ils new long term plan for the Nation's Capital 

• Pennsylvania Avenue Development Corporation and Union Station are successful public/ private 
partnerships; > $2 billion in private investments, > 2,000 jobs, and > $50 million in DC tax revenue 

> Many economist believe the incentive of private activity tax-exempt bonds creates positive economic 
effects beyond the specific project, i.e. a rising tide 

> Private sector investments encouraged by federal participation and commitment to ensuring a fair deal for all 
> Privale sector is committed to Rising Tide and leading ils implementation 
> No public expenditures; only private seclor sources available for investments and debt servicing 
> Defining roles and creating an environment for success: 

• Privale seclor aggressively recruit Rising Tide EZ (RTEZ) firms 
• RTEZ firms commil $25,000,000 and 400 jobs and headquarters lo the EZ 
• Congress targets major businesses and acknowledges their commitment with federal incentives 

• District's existing programs are complemented 

. Existing E Z based businesses 
t> Businesses already in tlie EZ can qualify as Rising Tide EZ firms 

• Congressional intent is to encourage cooperative public/private partnerships and ensure fairness and 
trust in a revilalizalion environment based on substantial and sustained business commitments 

• Eslablished firms are part ofthe revitalization solution; proof lo others, "it works!" 

I. Political status 
^ Su-ong, bi-partisan support from Sens. Daschle, McConnell, Rockefeller, Jeffords, Breaux, Reid, Bob 

Kerrey, Sarbanes, Brownback, Mikulski, and Robb and Reps. Davis, Rangel, Morella, Hoyer, Wolf, Wynn, 
and Moran who are all helping to get Rising Tide inlo the lax bill. Additional supporters likely to put their 
name on Rising Tide: Sens. Mack, Hatch, Lieberman, Wyden, and Leahy; and Rep. Norton; 

o Maryland and Virginia Senators and regional Representatives have signed a letter supporting Rising Tide. 
Mayor Williams and Washington business leaders have all endorsed. 

=> National and local private seclor supporters: Peter Noslrand (Crestar Bank), John Derrick (PEPCO), Abc 
Pollin (Washinglon Sports & EnlertainnicnO, Bert Roberts (MCI Worldcom), Steve Harlan (H.G. Smithy), 
Mclvyn EsU-in (Phar-Mor), L.B. DoggeU (DoggeU Enlcnirises), Mane Johns (Bell Atlantic), !'• ' •• ' nowcs, 
John McDaniel (MedlanlicAJelix), James DcGraffenreidt (Washington Gas), Bob Gladstone (Ouudi angle 
Corporation), John Schwiclcrs (Arthur Andersen), Bob Braunohler (DC-Building Industry Association), 
Kwasi Holman (DC Chamber of Commerce), and John Tydings (Board of Trade) 



MCI Center's Impact on Washington's Revitalization 

Washington's current revitalization was triggered when the $200mm MCI 
Center took the risk to build in DC without public financial support. At a time 
when the city's financial and political affairs were in complete disarray, and 
even though other jurisdictions offered 100% public dollars, the privately 
financed MCI Center is here because it was needed to help the most important 
city in the world - the Nation's Capital. 

As intended, it's bringing thousands of jobs, millions of visitors, and hundreds 
of millions of dollars into DCs Enterprise Zone, and a new sense of hope for 
the city's future. 

The MCI Center is both the model and the proof that Rising Tide will make a 
difference. Washington, the Nation's Capital, is special and unique. Congress' 
intent with Rising Tide is to encourage a revitalization environment for the 
Capital built on substantial and sustained business commitments. 

MCI Center's initial short-term fmancing is ending and it needs to establish 
long term financing which Rising Tide supporters believe should be 
considered a qualified investment under the terms of the legislation. 

Including MCI Center under Rising Tide is the only fair and equitable action 
Congress can take. 

MCI Center's unique record in Washington: 
*> After 9 job fairs, MCI Center hired 1,200 employees, many directly from welfare rolls 
•:• Last year, over 2.5 million MCI patrons came dovmtown to attend 231 MCI Cenler events 
•:• Annually, MCI patrons add $100mm lo the city's economy and $12 mm to DCs tax revenue. 
•:• Nearby, 12 restaurants, 3 major relail stores, 9 commercial buildings, the new $650mni 

convention center, and 3 hotels have broken ground or opened since the MCI Center opened 
•:• It has successfully defined and anchored a new and expanding "entertainment district" which 

will include an 11-screen Landmark Theater complex, an ESPN Zone, an expansion oflhc 
Shakespeare Theater, renovation ofthe Smithsonian's Nalional Portrait Gallery and the 
Museum of American Art, perhaps a re-located Arena Stage, etc. 
Nearby office vacancy rates continue to decline and are now below 8.5% 

•:• Crime rate reduced 54% (even with dramatic increase in downtown paU-ons) 
•:• It is the first, and most often cited example of Washington's successful revilalizalion 

7/26/99 



July 27, 1999 

Rising Tide 

RisingTidc is a public/private initiative designed to accelerate die Capital's revitalization by creating 
incentives for major business investments m Washington's Enterprise Zone. JCT estimated tiiat over 
5 years, Risir^TidewoxAd bring $1 billion in private investments and 10,000 new jobs to tiie Naoon's 
Capital utACOStoi $238mnx 

Rising Tide's proposed terms 

> To qualify as a Rising Tide EZ firm CRTEZ") a business must: 
• Invest > $25 million in Washington's Enlerprise Zone ("EZ") 
• Provide employment in the EZ for > 400 people 
• Pay District taxes 

> For a five year period, a RTEZ firm would qualify for: 
• Tax exempt bonds with market dnven terms and excluded from all bond caps 
• Wage tax credit: 20%> for District residents working in EZ, $2 mm annual cap 

Supporters 

=:> su-ong, bi-partisan support from Sens. Daschle, McConnell, Breaux, Jeffords, Rockefeller, Reid, 
Bob Kerrey, Brownback, Sarbanes, Mikulski, and Robb and Reps. Davis, Rangel, Morella, Hoyer, 
Wolf Wynn, and Moran who are all helping lo get Rising Tide inlo the tax bill. Additional 
supporters likely to pul their name on Rising Tide: Sens. Mack, Hatch, Liebemian, Wyden, and 
Leahy; and Rep. Norton; 

=> Maryland and Virginia Senators and regional Representatives have signed a letter supporting Rising 
Tide. Mayor WiUiams and Washington business leaders have also endorsed in writing. 

=^ National and local private seclor supporters: Peter Noslrand (Crestar Bank), John Derrick (PEPCO), 
Abc Pollin (Washinglon Sports & Entertainment), Bert Roberts (MCI Woridcom), Steve Harlan 
(H G Smithy) Mclvyn EsU-in (Phar-Mor), L.B. DoggeU (DoggeU Enterprises), Mane Johns (Bell 
Atlantic), Robert Linowes, John McDaniel (Medlantic/Helix), James DcGraffenreidt (Washington 
Gas) Bob Gladstone (Quadrangle Corporation), Jolin Schwiclcrs (Artliur Andersen), Bob 
Braunohler (DC-Building Industry Association), Kwasi Holman (DC Chamber of Commerce), and 
Jolin Tydings (Board of Trade) 

STATUS / REQUEST; Tlic following Finance Committee members arc being asked to 
support an effort to include Rising Tide in tlic Managers' AmendnienL We hope to get all diese 
Senators and perhaps a few more. Will you help? 

Senator OrrinHatcli Senator RockefeUer 

Senator Jim Jeffords Senator Robert Keirey 

Senalor Connie Mack Senator Charies Robb 

Senator John Breaux 



JHUilmalon, 20515 

May 24. 1999 

Honorable Bill Archer 
Honorable Charivs B. Rangel 
Houne Committee dn Woys and Means 
1102 Longworth House OfTiec DuildinE 
Washineion, D.C. 20515-6348 

Dear Congressmen Arciycr and Rantjej: 

Wc support Rising Tide, a public-prtvacc iniliativc designed lo accelerate Wajhinjiion's 
rcviuilizmion, and urge you to endorse it. 

All Americans wanl to tec iheir Nation's Cipital achieve its full potential as our nutionnl gnthcring 
place, the symbolic heart of our nation, and one ofthe world's crcai cities. In I ">"i>7 Congress created the 
District's Enterprise Zone (EZ), the nalion's only federally designed EZ and look what is called "the first 
.step" by offering federal incentives to small nnd medium li^cd businesses locating in the EZ and hiring 
District residents. 

Risiiij; Tide can be the next stop. Ic h narrowly focused on the achievable and significant goal lo 
accelerate rovimlization for offering federal incentives for major busines.*; commitments to Washington's 
nZ. TIic propoul has strict quolificoiiun guidelines, including investing over S2S million in the CZ and 
eniploying more than 400 people. It is consistent with Congressional policy and previous actions. The 
limited initiative requires no appropriation and. without infringing on Monte Rule, compliments the 
District's current revitalization cITorts. The Joint Committee on Taxation estimates lhat this propO£;j| 
could bring in over $1 billion in private investment to the District and create over 10,000 new jobs. The 
fivc-ycnr cosl of the ux expenditures would bc $23K million. Tlie private sector has committed lo 
implementing Risuii: Tide. Local and national business Icuders have promised their personal involvement 
in recruiting R(.\iiig Tide firms and projects, but the Congress must act first. 

Wc luvc an opportunity to prepare our Capitol for a successful transition to the nc.\l century. Wc 
arc committed to do all wc can nnd hope you arc loo. Enacting Rising Tide will help. 

Yours truly. 

Tom Davis 
:mberof Conurcss Member of CoiS iC^ ^ 

Moran 
ember of Congress 

Member ofCongros;, 
Albert Wynn 
Member of Congn 



AlsTTHONY A. WILUAMS 
MAYOH 

The Honorable William V. Roth. Jr. 
Senate Finance Committee 
United States Senate 
Washingtoiv DC 20510 

Dear Senator Roth: 
. , ^ •» 1 n.«1^ vour help I stippori Rising Tide, AfubWdiiv]̂ tie 

The revitalization ofthe Nation s C-Pl̂ ^̂ ^̂ ^̂ ^̂ ^̂  W.shington, and urge you to endorse .t. 
initiative designed to • • " - ^ ^ " X o n InJTo^OO Jobs to Washington. 
Rising T,de's goal is to bnng S1 bilhon and u."o j 

• ir nfthc world's greatest cities. The District's new 
Washington is ̂ e-establishing .tsdf as one ot ^̂ ^̂ .̂ ^ ^̂ ^̂ ^ delivering 
government has successfully focused ot̂  bnnging investments and commitments lo the 
Lrvices. Lead by MCI C - - the pn̂ ^̂ ^̂ ^̂ ^ ..Ud.ng 
city's revitalization. 1 am conftdenl we are neaaeo 
momentum. 

• n„,̂ rr,ri<:e Zone it took what it called the "first step" by 
When Congress created the ^ f ' ^ ^ ^ ^ ' ^ Z Z locatitig ^thc EZ and luring District residents, 
offering incentives to small and ̂ ^'^-^'^^ ^^^^ help attraa major corporate tnvestments ,n 
U is now time for Congress °̂ ^^^J^^^J ^ ^ " J ^ tax-exempt bonds and eKpandcd wage 

offering over 400 jobs. 
• . rh. District residents and visitors, and all Americans, a Capital 

Working together, wc can gtvc the District rcsja 
lhat vnll make them proud. 

Sincerely, 

Anthony A. Williams 

AAW/rtl 



Sent By: GWBOT; 202 331 9846; J u l - 2 9 - 9 9 ir.:-^A: 1/2 

of Trade 
A Regional Ctiemb«r ol Commeroa 
tor tho Districi of Columbia, Northem Virginia and Soburiuin Mnyland 

Board of Trads BuHdmg 
I i a iOtti Streel, N.W. 
W*Mngton. D.C. 20036 
i02-tS7.SOO0 
FAX: 

Wot Pap*.- wiw./xx.o/j 

John R, Tydlngt, President 

July 29, 1999 

The Honorable William V. Roth, Jr. 
The Honorable Daniel Patrick Moynihan 
Senate Financq Committee 
United States Slenate 
Washington, DC 20510 

Dear Senators feoth and Moynihan: 

Earlier this yeaf, I was pleased to join with 14 national and local business 
leaders in cndofsing RisingTidc, a proposal to accelerate Washington's 
revitalization by creating incentives for major business investments in 
Washington's Enterprise Zone. I hop>c you will include tliis proposal in the 
tax bill. 

Rising Tide will have a substantial impact on the Nation's Capital. The 
Joint Committee on Taxation estimated it would bring 25 firms, $1 billion 
in private investments and 10,000 jobs to Washington. The experiences of 
our marketing division, the Greater Washington Initiative (GWI), a 
partnership ofthe area's local jurisdictions and private organizations to 
promote the W4shington region as a premier business location, indicate 
that Rising Tidd could appeal to firms with a specific, targeted focus such 
as technology Manufacturers, telecom groups and financial services. The 
Board of Trade recognizes the District of Columbia is without a 
competitive incentive package. Rising Tide could remedy that gap. 
Congress can hilp. 

In our earlier letter to you, my colleagues emphasized that they will 
personally help implement RisingTidc. Like the JCT, we know that firms 
will be interested in this proposal. We pledge to do our part with the city's 
economic development team, We need you to give us the tools for success. 

cc" Senator Cortnie Mack 



M«reh 1, 1999 

The HoGorable William V. Ro<fa. Jr. 
Hooot»bto D«ni«l Pitrick Moynihan 

S«nat» Fin«oc« Cotnmittc* 
United States Senate 
Waahingtoa, DC 20510 

Dear Seoaion Roth and Moynihan: 

K ? r ^ t r « ^ e ^ - ' S ^ w e U p r e p « « l t o r ^ . ^ 
oi^W .t«cl*d l«d«rf.ip. • found and impitmng finaacul ba-. «xl tt. .upport of 

^ W r i l ^ X S J ^ C a p i u l tJb. «.cc«sful; but it need, your help. 

r., , T.V, r^.ir/t no anormriations and without infringing oo Home Rule complements 4o 
S S f J ^ ^ S S ^ . Rising is buiH ca fcd«l pxcgr̂ ns . jd h 

S S T c I m r i n R major bu«ne« commitments to WaAingtoo. It has rtnd quahficabon 
S b c I ^ S S g T ^ $25 nullioa «.d employing mof th«. 400 poetic Rising 
giiidelmeŝ  mdudmg m w s ^ g ^ ^ expanded wago citKlit provision. In recent yois. 
^ T ^ ^ f e ASe^^^STcxpressed i i ^ fa moving to Washington, but none did. A 

f t ^ r f a f c " ^ in«ntiv« pactag. fiom th. District that includes «o 
" ^ 1 ^ ' ^ e ^ f o r t ^ - ^ y ^ offer in oth^V^ictions. Only the Cocgr«s can act. k's 
; r S 2 S S ody Washington b^us . if . th. only Nation'. C p ^ l . 

lb. District govrmment is becoming mom focus^ on economic development «<l;*f P'^J^'^ ^ 

S S ^ ' ^ ^ ^ i = ? - - o c v ^ m o r e ^ ^ ^ ^ ^ ^ 
S d = a t i £ e d candidates, and encourage their move to Washtngtoa. 

Toother we have an opportunity to establish an enwxximent for wcccss that voll be a significant step 
S ^ ^ g W . s h ^ ^ . c a p i t J t n J y v . o r t h y c f o u r n a t « » . Wer.™.dyl 

Sincerely, 

JoljyM. Derrick. Jr., Pnsi<^*CEO 
PoSnac Electric Power Cimpany 

Peter F. Nostrand. President 
Qrcaicr Washinglon Region 
Crestar Bank 

ScMaitactCiido 
rAndiascn.LLP 

^ " ^ ^ Marie C Johns, ̂ trident •CEO 
Befl Atlantic-DC, loc. 

Jarocs R DeGtaffcnrridt, 
Washinglon Gas 

Robert Gifldaonc, Chainnan A CEO 
Quadrangle DcitJoprocnt Corporalion 

Steve Hailan. Cbainnan 
H.G. Smithy Company 

'john P. McDaniel. CEO 
McdStar Health 

L.B. Doesctl. 
Doggca Enterprises Board of Tnut 

^ 1H. Btaunohlcr. Piesidart 
DC-BuUding tolnsny Assodation 

R. Robert Lli«Jw« 
Kwasi Holman. Ewcativc VP 
DC C3ainberafCuuui>a« 



PAUL £ SARBANES i « n : - ^ I ) 9 T . « « I 
MAKYLANO MMl»«» - t€ )» 

<Bnitefl ̂ mtcB ̂ oiati 
WASHINGTON. DC 70510-2002 

A p r i l 26, 1999 

Honorable William V. Roth 
Honorable Patrick Daniel Moynihan 
Senate Financa Committee 
United States Senate 
washingron, D.c. 20510 

Dear senatorE Rotih t Moynihan: 
^7^^ a Dublic/private i n i t i a t i v e designed 

we support i,eJl?aIization, and urge you co 
to accelerate Washington s reviu 
endorse i t . 

r,̂  t-o cee t h e i r Nation's Capital achieve i t s 
A l l Americans want t o cee . ^ place, the symbolic 

f u l l p o t e n t i a l as °^^^f J f ^ S e 5o?ld'e gxeat c i t i e s I n 
heart of our nation. S ^ J i ^ t r i c t ' s Enterprise Zone, the 
1997, congress created the DiBtricc ^y^^ ^^^^ ^^^^ 
nation's only f ^ ^ ^ ^ ^ ^ ^ y / ^ ' d ^ a l incentives t o small and medium 
" f i r s t step" by o f f e r i n g "^^^J^-^g^ and h i r i n g D i s t r i c t residents, 
sized businesses located i n the t,/. an 

..I. „„vf crPD I t i a narrowly focused on 
Rising r i d e .^^ . ^ ^ t ' l t l o l l l o accelerate r e v i t a l i z a t i o n 

the achievable a^^^^^^S^i^^lf^s l o r major business commitments to 
by o f f e r i n g fe<ieral incentives t o r 3 q u a l i f i c a t i o n 
wLhington's EZ. The P^^P^ftJ^ oJe? $25 m i l l i o n i n the EZ and 
guidelines, including investing over 5 ^^^^^^^^^^ ^ i ^ h 
employing more than ^00 PejPj"*; ^ ^ ^ ^ t i o n s . This l i m i t e d 
CongresBional p o l i c y PJ^^^iaciSSand, without i n f r i n g i n g Home 
i n i t i a t i v e requires no appropriacion^^^^,^^^.^^^.^^ e f f o r t s -
Rule, complemeiitis the D i s t r i c t ^.^^g^tes t h a t t h i s proposal 
The J o i n t committee on Taxation investment, t o the 
could bring i n over $1 ̂ ^^J^^^Q^^eS jobs. The five-year cost of 
D i s t r i c t and ^^^^^^^/^^^Jld b^ ^aSl m i l l i o n . The p r i v a t e sector 
the tax expenditures would be ^^JJ ^^^^ ^ ^ ^ a l and national 
has committed to i'^P^^'^^^.t^^d t h e i r personal involvement i n 
business leaders have promised^thei^ P̂ ^̂ ^ Congress must 
r e c r u i t i n g Ris ing Tide firms an 
act f i r s t 



Honorable William V. Roth 
April 26, 1999 
Page 2 

We have an opportunity to prepare our Capital for a 
euccessfu? t r a n s i t i o n to the next century We ^ J 
do a l l wo can and hope you are, too. Enacting Rxsxng Txdc w i l l 
help. 

With best regards, 

Sincerely, 

^ I- « Paul S. Sarbanes 
Barbara A. Mikulski rr • cHr̂ t-oa Qi^nshor-United States Senator United States Senator 

DRAFT 
1̂- T c- o^KK John W, Warner 

Si lvers^icef leuacor " n l « d s « c a . senator 
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SAM BflOWNBACK a>M«TT«. 
' ^ * ' coMMtRCt,iC)eNce 

'Enitcd States ̂ tnatc —«Mrm. 
WASHINGTON. DC 2Q51O-1804 

July 14. 1999 

Honorable Connie Mack 
United States Senate 
Washington, D.C. 20510 

Dear Senator Mack: 

r want you to know that I support the Rising Tide proposal, and I hope you will be able to 
include it in the Finance Conimlttee's tax bill. 

Last year, Senator Fairt;loih and I , (as Chairmen ofthe Senate's District subcomminecs) 
were part of a bi-partisan efiort that worked with private sector leaders in preparing the public/ 
private partnership designed to accelerate the Capitol's revitalization. 

The proposal continues to receive broad bi-partisan support in Congress, and has the 
endorsement of Washington's new mayor, Tony Williams, and business leadeî . In addition, 
according to the Joint Committee on Taxation. Rising Tide could bring $1 billion in private 
investments and 10,000 jobs to Washington at a five-year cost of $238 million. 

, It's time to make Washington an American success story in which the entire country can 
take pride. Please let mc know what I can do to help advance Rising Tide. 

Sincerely 

Sam Brownback 

H I S<1UTM ^ M A * A<f MUl N o v n a o c x p w . r • ! 1 N MMK * ] l t HollTH lUUlVir. l u i n I n 111<1 W l l T l lTH. b j i l l I4J 
TtKPM. K( <H«1 r i m i u f n . KS K 7 U GMtlN CITY. KS i ' M l DVKWT*. KC C^MJ OMIKLUII] KS I Q M 



T A X INCENTIVES F O R T H E DISTRICT O F COLUMBIA 

(a) IN GENERAL. - Chapter I, Subchapter W-'District of Columbia Enterprise 
Zone' is amended by adding the following new section: 

"Sec 1400D. Establishment of District of Columbia Rising Tide Enterprise Zone 
Business (a) IN GENERAL. - For piuposes of this title and notwithstanding any other 
provision of this subchapter, this section shall apply to each District of Columbia Rising 
Tide Enterprise Zone business. 

(b) DISTRICT OF COLUMBIA RISING TIDE ENTERPRISE ZONE BUSINESS 

DEFINED. - . . , 
(1) IN GENERAL. - For purposes of this title, the term Distnct of Columbia 

Rising Tide Enterprise Zone business" means a trade or business (whether 
or nor incorporated) which -
(A) has made, in any 24-consecutivc month period, an investment of 

more than $25,000,000 in real property (including improvements 
thereon or thereto) located in the District of Columbia Enterprise 
Zone and/or in personal property in, or for use in, the District of 
Columbia Enterprise Zone, 

(B) is subject to District of Columbia income or franchise taxes (or any 
successor taxes), •, , - - r 

(C) has entered into a first source agreement with the Distnct of 
Columbia government, 

(D) has 400 or more employees who each perform at least 1,000 hours 
of service in the District of Columbia Enterprise Zone during the 
taxable year, and _ 

(E) has its principal office in the District of Columbia Enterpnse Zone 
by the end of the taxable year. 

(2) APPLICATION OF THE MORE THAN $25,000,000 INVESTMENT 
REQUIREMENT - A trade or business shall be treated as meeting the 
requirement of subparagraph (A) as ofthe date during the appUcablc 24-
consecutive month period on which the aggregate mvestment made by 
such trade or business in property described in subparagraph (A) first 
exceeded $25,000,000. .̂ ^ 

(3) HOURS OF SERVICE. - For purposes of subparagraph (D) of paragraph (1). the tenn 
"hour of service" has the same meaning as under section 410(a)(3). 

(4) COMMONLY CONTROLLED TRADES OR BUSINESSES. - In determining 
whether a trade or business meets the qualifications of subparagraphs A, C, and D 
ofparagraph(l), the foUowing mles shall apply- . ^ - ^ 
(A) all trades or businesses operated in the District of Columbia Enterpnse Zone 

by corporations which arc members ofthe same controUcd group of 
corporations shall bc treated as a single trade or business. For purposes ot 



this subparagraph, the term "controlled group of corporations" has the 
meaning given to such term by section 267(f). and 

(B) all trades or businesses (whether or not incorporated) operated in the . 
District of Columbia Enterprise Zone which are under common control 
(regardless of whether any ownership interests taken mto account in 
determining common control are held by persons operating in or residing in 
the District of Columbia Enterprise Zx)nc) shall be treated as a single trade or 
business. For purposes of this subparagraph, the term "common control" has 
the same meaning as such term is used in section 52(b). 

(c) OTHER DEFINITIONS. -
(1) INVESTMENT. -

(A) For purposes of this part, the term "mvestment" shaU mclude -
(i) the purchase price (including the amount of any liabilities assumed), 
(ii) amounts expended in connection with developing or improving 

real property, 
(iii) amounts expended in connection with rehabilitating, renovating, 

or remediating real or tangible personal property (whether or not 
such amounts must be capitalized). 

Civ) the present value of any long-term lease or sale-leaseback 
transaction, as determined as of the date the lease is executed or 
the dale on which such property is used under the leaseback (as 
the case may be), and 

(v) any other amounts prescribed by the Secretary in regulations. 
(B) In applying subparagraphs (A) (i). (ii). 0"), (v), only amounts taken 

into account under the method of accounting of the trade or busmess 
during the period beginning January 1, 1999 and ending December 3 1, 
2003 ShaU be included, and, in applying subparagraph (A)Ov), only leases 
and sale-leascback transaction entered into (as the case may be) during 
the period beginning January 1. 1999 and ending December 31. 2003 shaU 
be taken into account. 

(C) Notwithstanding subparagraph B of this part and any other provision ot 
federal law. for purposes of this part, the term "investment" shaU mclude 
re-financing any indebtedness incurred relative to a facility referred to in a 
"Land Disposition Agreement - Ground Lease," dated as of December 
29, 1995 which was executed by The District of Columbia and section 
14*7 (e) shall not apply to any such indebtedness. 

(2) FIRST SOURCE AGREEMENT. - For purposes of subsection (b)(1)(C). the 
term "first source agreement" shaU mean an employment agreement entered into 
with the District of Columbia govemment in accordance with Mayor's Order No. 
83265 and D.C. Law 5-93, as amended. 



(3) DISTRICT OF COLUMBIA RISING TIDE ENTERPRISE ZONE BUSINESS FACILITY. -
For puiposes of this section, the term 

(4) "District of Columbia Rising Tide Enterprise Zone business facility" shaU mean -
(A) real property Cmcluding improvements thereon or thereto) located in the District of 

Columbia Enterprise Zone, and 
(B) personal property used in connection with property described in subparagraph (A). 

(d) SPECIAL RULES APPLICABLE TO TAX EXEMPT ECONOMIC DEVELOPMENT BONDS. -
(1) IN GENERAL. - For purposes of part FV of subchapter B of this chapter (relating to tax 

exemption requirements for State and local bonds), the term "exempt facility bond" 
includes any bond issued as a part of an issue 95 percent or more of the net proceeds (as 
defined in section 150(a)(3)) of which are to be used to develop, create, or provide a 
District of Columbia Rising Tide Enterprise Zcme business facility. 

(2) ACQUISITION OF LAND AND EXISTING PROPERTY PERMFITED. - TTie 
requirements of sections 147(c)(1)(A) and 147(d) shall not apply to any bond described 
in paragraph (1). . . . . . • 

(3) APPLICABLE DATES. - This subsection shall apply to bonds issued dunng the penod 
beginning on January 1, 1999 and ending on December 31, 2003. 

(b) SPECIAL RULES FOR APPUCATION OF EMPLOYMENT TAX CREDIT-

(1) IN GENERAL. - Section 1396 (relating to the empowennent zone employment 
credit) shaU be amended as follows -
(A) subsection (a) shaU be amended as foUows - "(a) AMOUNT OF CREDIT. 

- For purposes of section 38, the amount of the empowerment zone 
employment credit determined under this section with respect to any 
employer for any taxable year -
(i) is the applicable percentage of the qualified zone wages paid or 

incurred during the calendar year which ends with or within such 
taxable year, and 

(ii) shall not exceed $2,000,000 in the case of a District of Columbia 
Rising Tide Enterprise Zone business." 

(B) die foUowing new paragraph shaU be added at the end of subsection (b): 
"(3) RISING TIDE ENTERPRISE ZONE E M P L O Y E E S . -
Notwitiistanding any other provision of federal law, witii respect to a 
District of Columbia Rising Tide Enterprise Zone business, the applicable 
percentage shall be 20% for aU salaries paid to employees who are 
District residents.", and 

(C) section I396(dXl)(B) shaU be amended by adding the foUowmg language 
at tiie beginning of tiie subsection: " for each qualified zone employee 
except in die case of an employee of a District of Columbia Rising Tide 
Enterprise Zone business, ... ." 

(2) APPLICABLE DATES. - Section (b)(1) of tiiis Act shaU apply only to qualified 
zone wages paid or incurred during the period beginnmg on January 1, 1999. and 
ending on December 31. 2003. 

(c) SPECIAL RULES F O RAPPUCATION O F TAXEXEMPTECONOMIC DEVELOPMEKT 
BOND RULES. -Section 146(g) shaU be amended to add the foUowmg new subparagraph (5): (V 
any bond described in section HOOD." 
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Abe- fyi 

Attached are four pages of "rifle shots" included in the 1986 tax 
bill. The fax is a little hard to read, but the point is clear. 

Subsequent tax bills had similar provisions. 
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«49 41x1 <7a lenea I9t))i TiK ifJiTtaae (tea aonim of bonds to 
vhicb A i l RbpaiBciapIl applet Aal l nol u e a a t m.OOOlOOO 

-(Q) A ttciUiy b deunbad A Aii Bibpaitttt^A if ~ 
-(il molinioni aicic iddpKd tpprevtac 4 trgund Icaae «4Ad 

JuM 37,191}. by 4 ipom ainlKmiy ( o c i n l by 4 Sntc lejulanoc] 
wnh ittpea 10 Ac laaS «a Bbkb the fbCiUy wlU be O O C A L 

~IU) n o i ftclbiy u ouuilMjl to a manon laaly daa^ lane 11. 
I9U. Aid 

-Ciii) tuck (iciliiy v u Ae i iAjm an Aci Of Ae Saoc lexiaU-
w t aihicb m titled oa My I. I9U. 
Tbe ttptfttc face unogru of bondi w whidi diit wbftt i tnit tp-
pim iMU BOI czccod n 1.000.000. 

-(K) A ficiliiy b docribed n An nbpwtrN'i if nch fit Illy 
K a bauball mdiuA aad HSpaai paiUni (kcUiiiei wWi n p e a to 
wbMi t cilt mailc 4 cairyforMrt cleciiea af U U K O O O on Feb-
Riary 15. I9S3. Tbe txr<(BC b a aAouA of bondi u aibicb ibii 
ivoparapipb tppUer tamO a n o n c d *3aj000.000. 

'(S) A faotiiy ia daacritaed A du* tubp—agr^ If— 
-TO Mck iacllily ia A ha alad by boA a N A n l Hockey Laafaa 

iC4in 4gd a NacKx—I Baitrlball Auoeiaijon Ktni. 
-(ii) nicb ftciliry i i to be conuucied on t pUlfbtA I A A | kb 

nghu ovQ* lapo Koulnsd by a 9lHe AaAertfy and Mtfvii&od la in» 
> A 4 lepait dlAd May K l I9S4. prtpanl tor 1 Stak utaa dcvd 
opmeai uaLHaadon. aad 

"(lii) Mcb ftcikicy b aliclbic for ic4l prutajry tai (—id po«cr ^ 
y) bmefita pwwaM n S a c bf itboon apfvrmil aad diccii-^ 
luly 7. I9t l . 

Tb* i t t n o i c (acx fwut i (f boAk to arttiO Au Bbfantnpn 4^ 
plKt iKall BIX carxad 1123.000,000. 

• — ^ TT) A tadliiy U ^aeiiba^ A Ala aibpainiapB if ~ 
-(i) t mlimoo tsAetitinx Ae fluaddx of iW bciliiy teOQ|b 

to luutncx r^ R ^ W C boods wai arto^artt by A c Ciry CuMiii—iiwi 
on Aufwi S, 19(6. and 

-(ll) Oc umnjpulioa aiea A a^ick Ac facibry la to bc bcAod u 
carnally Ac q i i a | viAiag bott of 10 AAeticaa leagic baitMll 
icaA locam Aals( Ac R|U1— accm n 4 cif) ddchbca) A astf 
par«Jft(*> (C) 

1,256 

e a o l y , 
ai of 1 

-(V) A AcilKy b AacribAl A Ab tabaantnfb If k n a 
MW (a>d ictAcd pakiat itciUy) ttt Ccaad Ri^idi- M)cki(in 
I V t «|XIC«|K ( lae aataon ol boaac la »kaA A b aab;pi 
pbd ibin BOI exceed StOOOXOOO. 

( -(W) A bcUoy a dcsiibcd b Ikis uibpaiuapb if aucb fsiliiy 
b llll tail lipctTt Id Ae AA-untiU Riwr ai £ DLnra BT Cohui-
Ua. Tbe i i p a ^ : (acc anran of boadi n aibck Au ubpara-
(rajA ' r f " Hull nor t t jm i t73jeC0LOOO. 

"00 A fadlUy b ocaattn) A Ait tokpantntib if n b 4 vecu-
ttl «er« hdby for Ac O y if San Aauaie. Taxai. Tkc a|pc-
tne Itee wmaaal « boadi v- «ihbb Alt aAptntofb ippm tiiaii 
BOl tAttcd SI13,O00IO0QL 

> -(Y) A fadUQf U deiaiba.1 A Ab BAptAvifb U k »in be pan 
«(. er adjacnt n. aa cuanaf at^tm ohieb kai baea owned aid 
opersad by a Snie lAivmiiy and if— 

-(f) Ibe ndkaa n Ac a A > « tf a fcHlblUiy repeal t» a ocni' 
Cad public accoiiaeiin fiira irbicb u daad r w » i » . } | . (9114. aid 

'(ii) I icpdiT br ts AdcrcBdot itcetnJi opniadon wu pit 
pand A Doccoibcr 1913 daaoasiatiat m^foa taaini do«n and 
waano bcka boMct for Ae wUincu e( t dome u Ac >kk i« . 
Tbe Ifin^ivc (acc mtmf <( boada wkliii Ab •ApAifnpb ap 
pliei iktU atf euaad iSOAAOOa 

k - g ) A (aciliiy A dwciibtl A Ab niifaMltub tf — 

-<i) wdl ftdliO' am a A:k.w.knauna pojad Aal n i tppie««0 
ta ooncepi by At cky eouit:!! tlniii u Ae Adodopmcm wncy 
to October 19»4 ,« id 

•(ii) COjOXXOOO A (kAli for lucb (tdMy wtt idtaaf«d A 4 3. 
roar buitv:t w tnn t i by Ac ciiy r c A w J u f j l ttcacy on Ocnbcr 
13.19B4. 
Tbe k O n t t K (aoc BMaant V bOadl U wkick A b B * | a i n i « | < i I p 
p b a A a U BM caoaad nOjOXLOOOl 

-(4) tfflQcmtil (tnol f i ^ fa r i . ^A baad bated n pan tf ai 
iasic 95 pcncai or A O C cf tbe an ptiicttdi «f «kirA ace u bc 
uind to (utaee t lokknluJ l a a l pqgea *Uba Ac laetMBt af 
tacbon iaj(bX41 af Ae 1934 Cade tktD bc AOAd m «i ti«nipi 
(aciUiy bona wiAia Ao aaanini of iceika 141(()(7) tf Ac I9«< 
Code If rbc faciLiy wlA itipeci A Ae bond b i r rn l tAitfict tU 
bMvHaconc acnpaacy niuiitAeBa tpplicahie A neb bondi 
bCfOR Aufiut 13. I M . t» l Ac bOBOt I K itlBOd pufBitai A— 

-(A) 4 eoBtraa to puebaa aicb popmy Aiad Aututt 12.19*3: 
-(B) Ac counn lAaini aabciiiy anauV^l tbe praperT)r tad Ac 

fAtBdai dmeef on Scpaate I I . 1913. aid 
- (Q A m wU IB iaAuxiaeM ictoMoa kdopAd ea Ooobcf l a 

M i . by Ac eoiAiy AAualal d o d o f a a auAari^, 
The ttCRtaE fact tmaun. tf koak u whki tkii putfniti tp 
pliel Ibtll nnr c a c n d S U / O O O O O 

f i ) Abpom. — A bAid iaoed A 4 pan tf • biae 95 pAccai 
or AOR of Ac na pREiadi of nbkli nc n be atod •> pnyrldc HI 
aopoi (wiBai * e neaaA| tf leciOB \(0(f>Xt)(p) tf Ac 1934 
Cede) ibtll be patad A 41 cicnpl (Kililjr baad (jtar teflkki dt-
Kitbcd k aecUA I4K(XI; tf Ac I9W Code) fcr piBpatai tf fan 
(V pf tabcbapAt • tf cfctiAS 1 of Ac 1916 Code V OK beifCT 1> 
dctotod IB my of the fcUowiai totpanpapfac 

-(A) A facUily bdootjod ta Ab mbpanpapk if ACk facUliy 
b 4 bOKl A tu tbinn foibry tpviax a OIT A a liAd A tacara 
UUaX}) tf Ac Tkc RcfoTB A a tf 19U (idaaiv n calao benai 
for 4 uuurtatica dtnotf 4ft] R U A C C t^oo^rf projaa). Tbe t^fjt-
pAc (acc aaioiM tf baidi to wbidi Ait abpmfiiph appliei ttaSi 
am euead MO.0DO.OO0. 

t B ) A lacilily b dacii'lod m Aia lakfa^apk If aaek (aciliry 
b Ae lauiiBiy aiport fer a cin A a lilaai A paktnpb f3)(0. 
•tficpae i t a tfaovnt tf I m s » wbicb Ab wt^aiiympk tpplin 
alaU not uoeed I5m<Xtl,'XX). Sacwa l« (dXl ) tf Ae I9U Co<k 
aBall not apply as wiy i s B r to wbicb A b «Aparacraf4i applici. A 
k i l i ^ ikall ba A u A a d ia Ait tatpkAgipb If b wr>iM be to dr-
mtbod ir '90 pAizai' wcic labalAnad for f S pcneai' A Ac Al-
icrtal pifrrrfaif aabparB^pb (A) . 

- ( O A AcUiy ta dcioiMd ki Ab Ab|to4t)^fi If l a a fcflity 
it a boael a Lnfan airian and axli boad a IgoAM 00 Itod leaaed 
fraol 4 S B A 4DAi>liy Bdrr 4 k>c i ' T I du Aopnitja tf 

I May 1,1!U. A vndirtn nnsKtrrai) •remol.'IT 
1 tf aaft 4 Inaa. Tbe •g)*r|iiiT (e£o tsr.r.-iL ^l ' . - i ^ : . 
1 tobptrkinbl ai^tiia iktO a « o m l i«O.Gua.00a 

I P ) A beilky b Ambed ia Ail abfaiitnpk if 0ck Oxiliiy 
is At tbpot ( « Ac Coaaty tf W n t r a a x Ckiiienia. Tbe a|r<-
tab fict ABonii tf boadi A wbicb Ab (dtfa<|fn(b appua iMU 

I tisaooojooo. 
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Code Sec 103 Exduaons from î j. 

Mieft^iB. Tbe tttitcuc face o A a u tf bondi A wkict Al l nb-
bet taall no partp^pb tppbet trull B A tn^aaa SdaooaOOO. 

-tU) A pnijcci b dnflMiad A Ab ubpartpapb if auch proin:! b 
• — w « 4B nibaa Raeiaal olai tdopAd or attend pa^and 
before Aafuu IS. by Ibc'cHy OOvacil tf Ac noti ^ipukiui 
city A a iiiic wbicli aacnd Aa Union oa Fcbrunr K 1139. Tbe 
at^ecaie face AiA^i tf bondi to w|ibb A u aibpaittrtpb ^pla=i 
ihtll BOI cnead njjQOOAU. . 

~(V) A project b demibod A All aibptncnpb tf meb pniEt b 
r^i 'Mm widi aa Bibia icacwal plan wftia «ai idapctd ( « A -
oecd prtpand) bdae Aututt 11 1913. by an appocrltac Jvitdic-
lion tf 4 uaic wbidi s a n d (be Uama an Fc^raay 14. IS59. Tbe 
ttffctoc ficc aiBoiAi tf boadi w wbicb Ab aibpuitiilA tnbci 
Ikall aot cieoed SlU.flOa.000 md ib< liAiitBoa oa Ac pnwd Air. 

wbicb boaA iMdc An aoCtiOII Aiy bc iiiBad AiU aot Ififly V 
tacb baadt. 

-tW) A fio)aei it ieacittad ia Ab aukpato^apb if tudi FO)aci 
b — 

"(i) 4 (Ul tf tbe b w A a Downtown ladniVipiatai pojecL 

t ' i l I 
~(t) aa «w aaa by A « oaa wan f f M A m y Carpa «f r a f i a a t i 

Confiaed Diipoaal FacKiiy (oncnded), 
t n ) on Ac noA by 4(di S n a (cxacaded). 
"(ni) en Ac ami by Ac pmcM Oucaio * Nonhwoicn U l -

nek i . 4a4 
-(TV) an A c tomb by A c B v A I n c tf EiehclBwn Pvw (Akb 

Sacal) (cnmdadl. 
The at i re(a lc face amoiaH tf boadt w wllieb Ai t sabpara^pfa ^ 
plia Iktfl BOt uceod I103j[)DO,Oao. 

~VC) A AOjoa ta dtioitcd A Ab a ibpanf i^ if 4 radcvclop-
—CBI pLai far iwcb A Q ^ a . M i aiariHut by Aa eiiy coaictl of ball 
Caidem. CtUfomt, oo Iwac 11, 1979. Tbe t i p t t i a (aoc 4AAA< 
tf bondi to wbiek diit ubpanftpti tpplici ibtU AM cioood 
sio.OQ0.aQo 

-XY] Nolfciiit A * i s ptrt|fifh Ikdl be coaMRAd u KivAi de 
effaci tf clonftiBk tram lai blemi oa tny b m liiuad afiCr lone 
10. 19*7, lack i a a m would aoi b m boefl 4<ea^ (ma an 
wee ludi bond m u d oi Akinu |3, I W . 

t Z ) Any nrritnaBil a u wtA ropca to wblck a pmjea b de-
tenbed A tny »ib|itn|npfa tf Ait ptf^tpb ihftll be taken ipio 
kccAiol In ipplynf Actiao |44(c)(4)(0 tf Ac 1936 Ciak A dnn 
nuaiot wbcdcr eibar a m i (BM IO daoibed) Aty be dciiviiAd. 

*T7) Coaaokida ocnen A bOiM i i s B l n puT of an uwc 93 
p c m m er toOre tf A o a a pwcoaOl tf wbicb a e A br amd lo pl»^ 
vtdc aay codvcMlen or trade ttta» facdiiy (wiAio Ae wai lat tf 
tocbon l03(bX4)(C) tf I k 1934 Code) AaU bc o a c d u te tt-
cmpt (tcibiy bond (or puipmct tf pin tV tf nbdupcf > tf dap-
icr 1 tf Ac I9M C a ^ if iBch faciliiy u dajciiUd ia any tf Ae 
(allowifti uibparatnpnir 

-(A) A fadliiy d ddClibed A Ait (iibptiayipb if— 
Ti) 4 (caubUiiy conmliani and a dcufn ccaaaliaiK wtte b>«d oa 

April i . 19U. wrib Ripcci IP laca (00017, tnd 
Til) a dnfi Icatibilby Kpon * i t \ lupGU B lucb (acibiy wti 

p n u n w o « • NaKtaibar 1. I W ) . M A« Wtayor tf « K cny '« wbiili 
tuck (jciiity il to bc lociitd. 
Tbe 4[p«tatr face anoun tf bwdi tt wnicb Au dibptntitpk ap­
plies Ihall a<n cacacd S19Q.I1QO.000. For p-upmei tf Ab Mbpaia 
(npk. nor moic Ala UaOtniD} of bonb baiod K •dvkboc B -
fsDd rtiiiinff convaiiioa faciUy bondi uld a i Miy 12. 197k. tball 
tie iRatoO 41 boadi ocicnbcd A Ab uibptntnpb tod loataa 
|49(dKl)tf Ac I9C« Code tball 001 ipply to bond! to Bfcaud. 

'*(8) A faciliiy l l nrtcrlbcd in tfiit t u i i ^ ^ a ^ i f . , . 

~(1) tn ipplicauoa (or t Sine kitn (or ud i (jclliiy wii ipfnrred 
by Ibc cily council on March 4. |9(3. and 

till Ar ciry council tf Ac cily m wbick oicb tKility u 10 bc lo­
cated 4piiraved on Maick 13. 19(3. tn applicaiieo for aa urban de-
»c1O0Wat action tr lnl-
I V asiRitie (acc amount tf bondi wbich Aa aabpaiBcnph ap̂  
ftta tiuU BOI encaed 110.000.000. 

t o A (icibly it dnotbad A dm wbomntb rf — 
-(I) 0" Noxeinber I. 1913. a con>cn«an devtlepmenl aa took 

<f<n;1 **d wai dedicalad tt finausf WCk facibiy. 
-(Ul Ac Sun itipiuac ooun tf Ae Suae A wbick Aa (aribTy u 

10 be tooled «aliaataa inch tai aa Pabruaiy 1. I9U, 4M 
"(ill) an 4(«>Knl <rA cMCKd A B oa Novcober l< |9t3. be-

(woea Ae Ctfy t m coiBty n wbicn ujcb f^lliiy tt la be k u a o en 
ae M m tf Aa bandl a br M O I I wia latpwn •• * K B (adli^. 
The 4((i«tuc Itac taaun t/ boedi 10 wbick Ait tubpantncfi 4(y 
pliet IMII BOI oueed SdOOOa.000. 

"(P) A lacibqr a «ao\boi m An lubpu^npb K — 
T i ) b n 4 eonntfidoB. Eade. or ipmaajr fjcil itr. 
- ( i i i a ft^onal cainail igi i . wade, a id laactunr ( K « w a a a ^ 

cotamitac W A ocaAd btfort Madi 19.19(3. wiA itMiact to aich 
ftcllliy. Uld 

'(iii) (cuibUity wo pRbaAay dMtn coMnkaaa kata on 
May 1. I9S3.1«d Octoba ) l . I9«). wab npcci u wck faeili^. 

The anntate txx ABAiai of bondi tt which An sibianfTitk 1. 
f t ^ ibaU BOl oCBaa b c cutx l l tf 1173.000,000 ovt* iNc amona. 
tf bOBdi to wbidh parairapb (41KB) tppLci. 

-CE) A ftciliiy b dcmibed in ttu sApAifnpb if— 
-(it (teiliiy b n t i a t roow fvr t eion<cmirin m m . ^ 
t i i ) rctoliwons Bad enlaunca wen kdtipcd wlib rctpcn ic 

BKb aeciAt noAl « l Itaaary 17. I9(). Jul* I I . 191}. Doeni<A, 
17. I9C4. tod Sepaeaber ii. MS. 
Tbe «ttiC|iA hec tiBoAl tf bondt to nbldi dm wkparatTitk 
piki t t t i wt dieted SI]^100.000, 

t r ) A hdliiy u doalbad A dbi tubptntrkpb If ii K as net. 
attioaal mde ccnia wacb b par tf Ae IX3A S<m mdcvila^ 
iniM A Hew Y.nt. New YOlk. Tba t(fR(4«e fac* trnvrnt 
tf obUf^oni W wbicb tlit iubpkli»at<i tpflici Uiall roi caccesl 
SI6S.OOOJ)00. 

-(C) A ftcUiiy b des3ibD4 A dils isbpaiitnpb if— 
-(i) lacb fkciliiy b kcmd A a city wb«Ji w«i A< aabyrt tf a 

oorwwiAi cantr AirICK tailylb or rady dilpd Maidi 19U. ano 
PRDBRd by 4 Babonallr (AXCnlud 4e«onoin ftfm. 

-(b) Back facikty'i kaaaoa wai awatmil A Doctmber IW5 b] 
a A A (uoe orctMd jeiiuly by Ac Oovnnor tf Ac Soic wiAin 
wbkh ascb kKllky wiD be Iseoaad an4 Aa i>a>nr tf Ac eapral rliy 
tf Pick Sate, a«l 

t ib) Ae itzc e( aCk (kCiiity b a« Ante Atn lOaOOO Kpuit 

'•^ .. ^ 
Tbe attrCftK (ace Antoat tf boadi u wblcJi Ait iub(W4tnph ap 
piici dull BOl cacMd fw.ooaooa 

-(H) A (acMby B teolbOd A Au Bibp4i4tnpk rf 4n tnjilyjii of 
epcnocAi tnd ranmmdtibM of aliliudao tf lacb (uritny » u 
fKBtma by 1 cciUfAd public tccowattal raw pimiint w an «. 
DkBrnoR bmbpiiial At Mtfdi «. t i * * . md pitienAd on Jimi 11. 
i S i . to cfTicuia tf A? eiw In wblck luck (aeUlty ll toaust -JV 
ttfftfBt lie* t i m n tf beadk n wblcti Ait Pabpinfiaffi applet 
Ikall BOI aacaod f7S.aiQ.aOO 

-<r> A facilny n dn;rlbad A * ia aabparatrafA If— 
-0> voteij 4ppn«ad 4 bond hint tt fhttdcc the aoqwdiina o( 

Ac UK for aicb ficUili ca Miy *. 19*3. 
-(il) aik tf Ae rroftny wu nadortd fiem Ac lUmou Ceata 

OiV RiikoBd B ibo (iiy OB Saptoiiiba 30.1913. MK) 
- (UU a U iaa i l S o a c pakfc rendered a decbion rr«arthac Ae U r 

BoiUi. vthiC tf Ae tit: tf tuCb facility on Docember SO, I9«5 
T V ticrctak (bCC tmjBH tf bondi to wWcb An lubtAfifiipb tp 
plan iMll aal caceed IDIXOaOOO-

•V) A (iciliiy H <lciattei fa tfiit m*ptat^ >l~ 
T(i) aacb fadliiy U v be uaid for an anoati 4«>»i*eaHval. 
I i i ) a RfcHwbua M i ^ on AjrU 6. 19»3. A a*icli "Oml 

panknod Ae city cooica A ktie 1)0 tciti tf dtdickiod iwkitnd 
far Ac puipotc tf oaatamut (ucb (tdlby. tnd 

-(lii) Ae dry coAkll paatad at AAncAOK raiohiikin oo Juae 
19. 19M. 
Tbe i t tRtnc (tec kiromu tf bondi to wbicb An |vbpar4|rapb tp­
plici M i l B« exceed StO.O(n;000. 

*(K) A licility b dsnibcd ill du« B i l f a n c v b U— 
-0) ooKit approwl a bead iiMcd B fuunc* 1 poition tf Ae 

eea tf aacb fwiny o^ DuMAbcr I. I9f< aad 
'(il) neb ftdnry wu Ac aibjtai tf 1 nuikci >udy md fuunciil 

projoctAnt daaed Maidi 11. I9«d. picpkrad by 4 atiknilly rcco^-
amd accouoBBi ( n i 
Tb4 u i K i B B (aot psaaan tf bondi to wbidI Ab tubparktiiph ap 
f t x t Dialt aoi cAOaod ISjDOO.OOO. 

"(L) A lacUiiy b Aacilbed In dib tabpanfnfb if — 
"(i) on luly 11. V * < Ac cily caiaicil paiiod I Itiakuiaa in-

enaiaif the locil botd md moicl o i B 7 pctcnn to attiti a piy-
Af ftf m b facility. ^ 

t i l ) on October 13, | 9 « Ae cily council aelscted t cmuUini; 
film for nicb ficibiy. and 

-^lii) w'lA n p c i 10 lick (aciUy. dK cily coAKil tpprapnawo 
(und) lot addrunal apit m fcbraanr 7'. I9«3. Octoba 3. 19113. 
and JAIC 16, 19(«. 
Tbe ttfttace fiCt induai tf bondi to wlucb Ab aibparafraph ap 
pUci thall MX atootd 11)0,000,000 

~(M) A facility A docnbed A this Abptiitiipb IT— 
-(f) 4 beam tf oouiiy commuudncrv ta an action daaed iMUkry 

71. 19(0. ikniuiajl an 4pplk,4um Ur orttcial approvil tf Ac ficil-
Ity. tad 

~(L) tic SuK etxT.oauc devHopmaM ooaunuMn adopicd 110-
tfuiion bliod Fktiray 13. I9W. tkaaauiAi die bciliiy w bc in 
cbi f t tc faciUty pmat a n to S o u : law and A c n i lc i aAiptod by A c 

Tbe tMTCCBH (aoc trvoum tf boadi 10 wbicb An Bibpaitcniti ap-
pllct ibtn not n o B l STJOO.OQO. 

-(S) S|nra or ODa>tnMn AcUkina, — A bond iiaKd 41 a part «r 
an iaaae 93 fa^xmi i t aaora tf o a a n pmceada tf wt icb a n n bc 
BICd Id pnmidc dtbrr a tportl faciliiy (wkbin Ac acajLuit tf lac 
BOB ia)OX4KB) tf be IPS4 Code) A a rnrKBtiao fKilby (wiAA 
Ac Acaaint tf maioB iaS(bX*KQ rf Ac IV34 Code) thtll bc 
botltd 41 4B eienpi ftoibly bead (or puipoici tf part IV tf tab 

1J58 
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ckafKr • tf iftapAr 1 tf Aa i«td Co* U a d rwitay ^ 
i i u l i l b aai tf A T folk-ilri aatpammai 

-(A) A mmhtiwid oamtatioa tnd a r u facObr. » I»" 
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-̂ ii) nch ttcHirj a Axadod fot at by. tAoni otert. pcnont 
tncMiai I ooavendon ecnacr loaeod wigiA Ae tunc IOM or chy. 
>>>« 

ttii) anch (tciliry'i localion wna appiBiod A DKamber 19*3 by 
a Aik foroc cnxed joirdy. by Ae yrtnier tf die Sole wnbin 
which tuch facHiiy wto te tacaied (ad die mayer of Ike caplul ciiy 
tf vacb SB«-
TV atiieyaic (acc aaioutt tf btai^ to wkiek Ab wkpatttTipb ap­
pliei Aall atf cicced 131000.000. 

~(K) A (aciliiy b dacTibod ta Ab nApaniikfb if— 
-(i) icalc and corapaaaiti lor Ae facility w«ic detemiined by a 

cby downnwii pup aoojned October 31. 19(4 (fcMbiiion eambcr 
3182). wid 

-fti) Ike a<a aiea for 'he lailby n tpraainwadr St JOO î wrc 
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Rising Tide Revenue Offset -
Impose Limitation on Prefunding of Certain Employee Benefits 

(Section 1503 ofthe House Bill and Sections 419A and 4976 ofthe Code) 

Under present law, contributions to a welfare benefit fund generally are deductible when 
paid, but only to the extent permitted under the rules of sections 419 and 419A. The 
deduction limits of sections 419 and 419A do not apply in the case of certain lO-or-more 
employer plans. (A plan is a 10-or-more employer plan i f (1) more than one employer 
contributes to it, and (2) no employer normally contributes more than 10 percent.) 

The exception to the deduction limits for 10-or-morc employer plans have been utilized for 
purposes other than it was intended, e.g. funding retirement-type benefits that avoid the 
dollar limitations and rules that apply to qualified retirement plans. 

Closing this loophole and specifically limiting the 10-or-more exception to plans that 
provide only medical benefits, disability benefits and qualifying group-term life insurance 
is non-controversial and has bi-partisan support in the Congress. It wil l generate federal 
revenue of $22mm in 1999, $693mm 1999-2004, and $l,209mm 1999-2009. JCT 
estimated Rising Tide's cost at $8mm in 99, $285mm 99-04 , and $366mm 99-09. 

For details see House Report 106-238, pg378 (text attached) and "Estimated Revenue 
Effects" exhibit, item XV. 3. (below) 

JCT Estimated Revenue Effect of this offset 
(millions of dollars) 

YEAR 9 9 0 0 0 1 0 2 0 3 0 4 0 5 0 6 0 7 0 8 0 9 99-04 99-09 

REVENUE 22 93 141 147 149 140 129 118 105 90 74 683 1,209 

JCT cost estimate 
Tor Rising Tide S 33 57 69 72 47 20 18 16 14 13 285 366 
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C. IMPOSE LIMITATION ON PREFUNDING OF CERTAIN EMPLOYEE BENEFITS (SEC. 
1503 OF THE BILL AND SECS. 419A AND 4976 OF THE CODE) House Report 106-238 pg 378 

PRESENT L A W UntJcr present law, contributions to a welfare benefit fijnd generally are deductible when paid, but only 
to the extent permitted under the rules of sections '419 and 419 A. The amount of an employer's deduction in any year for 
contributions to a welfare benefit fund cannot exceed the fund's qualified cost for llic year minas the fund's after-tax income 
for lhe year. With certain "exceptions, the term qualified cost means the sum of (1) the amount that would be deductible for 
benefits provided during the year if the employer paid them directly and was on the ca.sh method of accounting, and (2) 
within limits, the amounl ofany addition to a qualified asset account for the year. A qualified asset account includes any 
account consisting of assets set alide for the payment of disability benefits, medical benefits, supplemental unemployment 
compensation or severance pay benefits,, or life insurance benefits. The accounl limit for a qualified asset account for a 
taxable year is generally the amount reasonably and actuarially necessary to fund claims incurred but unpaid (as of the close 
of the taxable year) for benefits with respect to which the account is maintained and the administrative costs incurred with 
respect to those claims. Specific additional reserves are allowed for future provision of post-retirement medical and life 
insurance benefits. 

"ilie deduction limits of.sections 419 and 419A for contributions to welfare benefit funds do not apply in the case of certain 
10-or-more employer plans. A plan is a lO-br-rriore employer plan if (1) more tlian one employer contributes to it, and (2) no 
employer is normally required to contribute more thaii 10 percent ofthe total contributions contributed under the plan by all 
employers. The exception is Jiot available if thtS phn maintains experience-rating arrangements with respect to individual 
employers. If any portion of a welfare benefit fund reverts to the benefit of an employer, an excise tax equal to 100 percent 
of tlic reversion is imposed on tlic employer. 

REASONS F O R C H A N G E The Committee understands that the exception to the welfare benefit fund deduction 
limits for 10-or-more employer plans has been utilized to fund retirement-type benefits that avoid the dollar limitations and 
other rules applicable to qualified retirement plans and the deduction timing rules appUcable to nonqualified deferred 
compensation arrangements. Congress intended the exception to apply to a multiple employer welfare benefit plan under 
which the relationship of a participating employer to the plan is similar to the relationship of an insured to an insurer, and did 
not intend the exception to apply if the habihty ofany employer under the plan is determined on the basis of experience 
rating, vAuch can create, in effect, a single-employer plan witiiin a 10-or-more-employer arrangement. It is difficult to 
identify whether experience rating is present with respect to the provision of some benefits, such as severance pay and ccitain 
death benefits, because ofthe complexity ofthe arrangements. Therefore, the Committee beheves that it is appropriate to 
Hmit the benefits for which the 10-or-more employer exception is available. 

E X P L A N A T I O N O F P R O V I S I O N Under the provision, the present-law exception to the deduction hmit for 10-or-
more employer plans is limited to plans thaf provide only medical benefits, disability benefits, and qualifying group-term life 
insurance benefits to plan beneficiaries. For purposes of this provision, qualifying group-term life insurance benefits do not 
include any arrangements that permit a plan beneficiary to directly or indirectly access all or part of the account value of any 
life insurance contract, whether through a pohcy loan, a partial or complete surrender of the policy, or otherwise. It is 
intended that qualifying group-term life insurance benefits do not include any arrangement whereby a plan beneficiary may 
receive a pohcy without a stated account value tliat has the potential to give rise to an account value wliether througli tlie 
exchange of such policy for another policy that would have an account value or otherwise. The 10-or- more employer plan 
exception Ls no longer available with respect to plans thaf provide supplemental unemployment compensation, severance pay, 
or life insuiance (other tlian qualifying gioup-temi life insurance) benefits. TTius, the generally applicable deduction limits 
(sections 419 and 419A) apply to plans providing these benefits. In addition, if any portion of a vwlfare benefit fund 
attributable to contributions tliat are deductible pursuant to the 10-or-more employer exception (and earnings thereon) is used 
for a purpose other than for providing medical benefits, disability benefits, or qualifying group-term hfe insurance benefits to 
plan beneficiaries, such portion is treated as reverting lo tlie benefit ofthe employers maintaining tlie fund and is subject to 
tlie imposition ofthe 100-percent excLsc tax. Thus, for example, cash payments lo employees upon termination ofthe fiind, 
and loans or other distnbutions to Uic employee or employer, would be treated as giving rise to a reversion thaf is subject to 
the excise ta.x. Under the provision, no inference is intended with respect to the vahdity of any 10-or-more employer 
arrangement under the provisions of present law. 

EFFECTIVE DATE llic provision is effective with respect to contributions paid or accrued on or after June 9, 1999, in 
taxable years ending after such date. 


