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Summary of Amendment to Senator Roth's Mark 
Offererl by the Democratic Members of the Fina.nce Committee 

. , , ~ Very Preliminary Estimate 
Total Costs: $317 billion 

Offsets: $ 27 billion 
Net Cost: $290 billion 

Broad-Based Relief (very preliminary estimate - $168 hiUion) 
Increases the standard deduction (phased-in) by $4,350 (60%) for joint filers, $2,150 (34%) for heads 
ofhousehold. and $l.:mO (30%) for single filers; and increases the phase-out levels for mamed EITe 
recipients to provide n similar benefit for join! filers claiming EITC. 

Marriage Penalty (very preliminary estimate - $11 billion) 
Allows an itemized deduction equal to the lesser. of $4,350 or 20% of the lower earning spouse's 
earned income for ta:-:payers with incomes less than $95,000. 

, , 

Health (very prelimin€lry estimate - $27 billion) . 
Allows a 30% tax credit for individuals without employer-sponsored plans; 50% deduction for long­
lenn care insurance; $500 tax credit fOT long-tem care; and 100% deductibility ofhealth insurance for 
self-employed individuals. ' 

Estate Tax. (very preliminary estimate - $10 billion) 
Accelerates the inca:ase of the unified credit exemption amount to $1 million and increases mel 
exemption for family··owned farms, and businesses by $450,000 (up to $1.75 million). 

AMT (very preliminary estimate- $10 billion) 
Extends for five yea.rs the provision allowing taxpayers ro claim their nonrefundable personal taX 
credits (e.g., HOPE, child credit) without regard to the AMT; repeals 90% foreign ta.'<. credit limitationi 
coordinates income !weraging for fanners; and allows long-term AMT credits to offset up to 20% at 
corporate tentative n'unimum tax. 

Extenders (very preliminary estimate - $4 billion) 
Provides two year extension of expiring provisions -- work opporrunity tax credit, welfare-to-workl, 

wind and biomass. subpart F exemption for active financing, browniields environmental remediatiori. 
Increases the Puertl) Rico and Virgin Islands rum cover-over and modifies the wage credit fo~ 
corporations based ill Puerto Rico,. I 

Education (very preliminary estimate - $17 billion) 
Penn1ts credits for school moderni~tion bonds; provides tax-free prepaid tuition plans; eliminates 
60 month rule for student loan interest deduction; increases arbitrage rebate exception for bonds 
used for school construction; establishes private activity bonds for education facilities; permanently 
extends section .127 employer-provided tuition assistance for higher education and expands to 
graduate assistance; enhances charitable deduction for computer donations; establishes credit for 
information technology training expenses; provides 20% credit for conversion of public TV 

, network~ to higher definition technology; and raises charitable deduction for contributions to low- ' 
:':income elementary schools. ' 

.~~:'~, " 
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Environment (very preJ'iminary estimate - $5 billion) 
Establishes Better Am~mcaBonds for acquisition,ofland for open space, wetlands, and improving 
access to public lands~ promotes endangered species conservation, urban revitalization, and waste 
utilization through cost-share payments and a 50% AGI limitation charitable deduction for 
easements; extends estate tax benefits for lands within 15 miles of a National Park ro lands within 
25 miles of a National Wildlife Refuge; excludes 50% of gain from certain conservation sales; 
promotes use ofalternative fuels and alternative fuel vehicles; extends section 29 nonconventional 
fuels credit; and inCreJlSeS employer subsidy ofemployees commuting via mass transit. 

Savings/Pensions (ve,,' preliminary estimate - $9 billion) 
Offers small businesses a ta."{ credit to start pension plans; permits portability of40 I(k) and similar 
plans from one job to another; and increases protection ofassets. Provides a modified cash balance 
disclosure proposal and requires a Treaswy study of the distribution of tax. benefits for pension 
arrangements. 

Agriculture (very prellminary estimate - $$ biJlioll) 
Establishes ta."{-deferred risk management accounts; increases the volume cap for agriculture bonds; 
clarifies iliat rental irlcome from farmland is not self-employment income; gives farmers the full 
advantage of the $500,000 capital gains tax break by extending it to tanruand; and provides capital 
gains relief for farmel:s leaving the business. 

Technology and Economic Development (very preliminary estimate - 530 billion) 
Expands R&E c::redi1. to include the alternative incremental research credit and the Puerto Rico 
economic activity CH:dit and makes credit permanent; establishes a tax credit for new markers 
community development; expands low·income housing [ax credit from $1.25 to $1.50 per capila; 
accelerates increase in private activity. bond volume cap; permits qualified spaceport facilities to 
quality as exempt-facility bonds; and increases to $25,000 t?e small business exPensing cap.. 

. . 

Other Targeted Initiat:tves (very preliminary estimate -$10 biUion) 
Proyides oil and gas incentives (geological and geophysical cost deduction, rental payment 
allowable delays, stLCipension of 65% depletion limitation) and electricity deregulation incentives 
(electric cooperativ,e 85~15· test modification, liberalize tax-exempt bond private business 
restrictions, repeal cost'ofservice requirement for nuclear decommissioning funds). Increases child 
care credit; establishes 25% worksite child care credit; reduces the 39-year depreciation to IS-year 
for leasehold improvements; grants ta."{-exempt status to Stare-chartered, not-for-profit insurers; 
permits employers to file payroll taxes on a single form; increases the 30% deduction limitation to 
50% for certain charitable contributions; and modifies R:EIT provisions. 

Offsets (very preliminary estimate - $27 billion) 
Revenue raisers from the Affordable Education Act; reinstate superfund taxes; restore phase-out of 
unified credit for largc;: estates; repeallower-of-cost-or market inventory accounting method; modify 
treatment ofstart-up and organizational expendirures; corporate tax shelter package (pending review 
ofJoint Committee 011 Taxation report); and mEJEliiY sw~rure efbQSia&Sses ~aQir~€tly eeruiueted by '-_. 
ft£!n _modify treatment ofclosely held REITs. . 
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i 	 .':Senate' Finance Democratic 'Alternative,. 

Broad:"Based'and Marrlae-e Penaltv Relief' 

1. increase the Standard Deduction. Increase the, standard deduc~on according to ~he ' 
, fpllowing schedule: 

~ingle 
20tH $4600 (+300) 
200~ $4900 (+300) 
2005 $5200 (+30,0) 
2007' $5600 (+400) , 

Head ofHousehold 
$6850 (+500) 
57350 (+500) 
$.7850 (+500) 
$8500 (+650) 

Joint 
$8200 (+1000) 
$9200 (+1000) 

. 	$10,200'(+1000) 
$11,550 (+1350) 

Forjoindilers clairiling the earned income. tax credit~ provide a compRrat:>le ~duction in ' 
modified AGI for purposes ofcomputing the phase...out of the earned income tax credit. ' 
Accordingly, for purposes of computing the EITC phase~out for a couple in 2001, the couple;s 
modified AGI is deemed to b~ $1000 lower than it w041d be but for this proposal. For similar 
taxpayers in 2006. the couple's modified AGI is deemed to be $3000 less than it would be but for 

, this proposal. ' 
, 	 , 

2. 'Tw(f-Earner Couple 'Deduction. Provide an. itemized deduction for two-eamer couples 
,equal to 20% of the eamed income of the lower earning,spouse. The maximum deduction that' 
could be claimed would be $4350, and. that amount would ~e phased in over ,the same schedule 
as,the inc~e, in ,the standard deduction outlined above, Accordingly, the maximum. deduction 

:" 	 .. , ' in 2001 and ZOO2 y.ro:uld be 51,000; ',For20Q3 'arid 20~, the maxiIl1Um,deduction'woUld be , 
, ,S2000. ' Fot2005, and 2006, the mUUnlJ.Q1 deduction would be $~OOO. for 2007 and beyon<i. the 
m.~umdeducti~n wo1l;ld be .$435,~. "lnad.di~i6n.; the deductio11- would phase out forjoint: filers '. ' 

. " . withinoomes between$75"OOOandS9S,00Q. ,,'Effective date: 'rYBA 12,-31.:00. ',~:' ' ,', .1. , ' 
. 	 .... " . , . . : .... " ...:.:,\ 

, , 	
.', ' 

'Health Provisions, 
'.~' . 

, " 

1. .', Accelerate 100% Dtductionfor Self-Employed. Allow deduction fur'1 00% self- ' 
employed health insurance dedl,lction beginning in ,200I. ", " . " " ' 

I .. 2~, ,,300/0 T~ Ci:edj't For Hehlth lD~urance Premlllms,.'Eligible taXpayers:~ould recdve 'a: ' 
30% 'credit for expendinires'on health insurance (but not lorig-tenn care insurance). not to exceed'i 
$1,000 for single-:-coverage and 52,000 for family' coverage. The amount of the credit would be", 
limited to the sum of the taxpayer's income,tax liability and the payroll taxes paid by Or on ' 
behalfof the taxpayer. Medicare premiums, Champ us premiUIIls, other Federally-subsidized 
health plan premiums, 2nd premiums for employer-sponsored health plans would, not qualify for 

..~., .. 

.i.~"',: . 
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the credit .. Self-~mp1oyed ta:jcpay~~ would have the option Qf claiIIling the credit or the pre~em.: 
law deduction for self-employed health insurance premiums. Taxpayers would be ineligible for 

, the credit iftheir I:nodifil~d Ildjosred gross income ("AGI") exceeds specified limits. The 
, modified AGI limits' would be $40,.0.0.0' for mani.ed taxpayers, filing joint returns and $20,.0.00 for 
all other taxpayers. The modified AGI limits would be indexed for ch~ges in the Consumer 

, Price Index. Effecrlve.date:'taxable years beginning after December 31,2000. 

3. Long-Term Care Insurance Deduction~ Provide an above-the-line deduction for, 
long·terrn care insuranc~~ expenses for which the taxpayer pa~s at least 5.0% of the premium, 
phased-in as follows: 10% in 20.01 and 2002, 25% in 2003 and 20.04,35% in 2.0.05 and 2.0.06, and 
5.0% in 2.007 and thereafter. Deductible premiums would be capped at the limits provided in 
section 213. 

'4.. , Long-Term Care Credit. PrQvide a$250,cr~t ($500 for years 2007 ,and th~reafter) for 
, taxpayers. 'spouses, 'and qualifyingdependents who have longAtenn care .tleeds.' Except for ,me 

size oftha credit, all oft:he details of the proposal are the same' as those contained in the 
Administration's FY2000'budget ~equest. Effective date: taxable years beginning after 12-31-.02. 

Estate Tax Provisions 

I. Estate Tax Exemption Amount. Accelerate me increase in the,estate tax exemption to 
S74.o,.oOOin 2.003 and $.1 million in 2.0.04 and thereafter., 

,2. , 'FamilYAOwned,Farms and BlJsinesses. Increase the quali'5ed family-owned, buSiness " 
" inte~t deduction,from St3, triillion to $1.75 million in 2003 an4 thereafter. '" ' 

. , '., 

'Alternative,MJnlnuiiD Tu'PrqyfsioQs', ' 

,'1.' , "Allow Personatl CreditS., ~d'through 2003 the 1998provision'to'hlI.ow taxpayers'to 
, claim nonrefundable credits under ~ealternati"em.in!mumt,aX..', ' ' 

'.' ~. '" .. , 

2: ,Repea.l90% Fc,reignl'ax CreditLlmitat1on. Repeal the limitation on the use of 
, foreign tax credits und~ the 'AMT to offsettirig 90% ofalternative IIi.iriimum tax. Effective date:' ' 
, , taxabJe years pegiI:lIiing after 12-31 ~OO. . 

, , , 

, 3; Income Averaging for Fanners. Provide that a fanner's use of. 'income averaging for'~, 
particular taxablo year may not incfease a farmers' liability under the alternative minimum tax: 
Effective date: taxable years beginning after, 12-3 1-0.0. 

4: ,Corporate AMT ModU!canons. 

.~.. 

,,*i~.·.,·, 

:.' ' ....... 

, :. 

Pennit corporations with unused AMT credits that are 
, ' ' ,.,' , , I 
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. more 'than five years old to teducetentati~e mfn~um tax'by up to ,20 percent.: Effective date: ; . 
taxable years beginning after 12-31-00. ' 

Extension of CertainEKpirine- Provisions 

1. Work Opportunity Tax Credit. Extend the work opportunity tax credit through June 

,30,2001.' .' , . . 


2. Welfare-To-WOl-k Tax Credit. .Extend the welfare-to-work tax credit through June 3D, 
2001. 

3. Wind and Biom:ass. Extend the credits f~r electricity produced from wind and biomass 
through June 30. 2001 . 

. '. 	 ., . 

, . . . . 


4. Active Financinl~' Extend the exemption from Subpart F for active financing through 

December 31.2001. 


, , 

5. Brownfields. E~r.tend the provision al1ow~gexpensing ofbro~elds enVironmental 

remediation costs through June 30,2001. 


6. Rum 'Cover OVf,·r. Increase·the amount of rum excise tax that is covered over to Pueno 
Rico and the U.S. Virgin. Islands from $10.50 per proof gallon to $13.50 per proof gallon through 
June 30, 2001. .' . ' ,. , .. ' " , 

:7. '" ':. Puerto Rico:Ec~nomicActivity Tax Credit. Modify the. temporary wagecrerut for. ...... . 
" .. corporations.based in pUerto RicO by: (lj removing the linu:tation f()rnewly eStabHshedbusiness 

.'. .. operaijons and (2)remo1fing the baSe period 'catfwhich, begitmirig i.ti2002, limits.thesiz~ or the' , 
credit for existing clainlants. (~Unsetstaxable years.begini]ingafter 12-~ l-(2)..• ' 

. . ".' . 	 , 

. . . 

" " . EducationProyfstoDs 
. ,,: 

1.. .S.cbool ModemjzatioD Bonds .. Provide fo~ the issuance ofup to $24.8' billion fu 
" qualified school modein.izationbonds. with bondholdeci reCeiving tax credits in lieu of an ' 

interest payment from t11.e iSsuer oftha bond. Any taxpayer may hold these bonds, the tenn of 
whichwill be 15 years. The issuanc·e shalloccut as follows: $12.4 billion in 200i and $12.4 ' , 
billionm 2005. For thm;e states or localities that do not issue their entire allocation'ain01Ult, the . 
unused portion of the allocation maybe carried over to the next year. Schools funded by the 

. BW'eau ofIndian AffaiI'!ii shall be qualified to issue bonds under this proposal. . 

2. Qualified Tuitif.IO Plans. Pe~it tax-free. distributions from qualified State tuition 

, -.?:Ii•. . . . . -, 	 ..' 
" 
',1. 	
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. plans; ·allow private instilU.lionS to offer prepaid tuition pl~s with tax..freedistributions - . 
begirmingin 2004; allow taxpayers to exclude State plan distributions from gross incomeand 
claim the HOPE or LifetimeJeammg credits as long as they are not used for [he sarne expenses. 

· Effective date: taxable yr.!ars beginning after 12-31~99. 
'.. . . , 

3. Student Loan Iolterest. Eliminatethe·rul~ limiting deductibility ofstudent loan interest 
to interest paid in the fiI1lt 60 months for· which payments are required. Effective dale: interest on 
student loans paId after December 31. 1999. . . 

4. .Small Issuer Arl)itrage Rebate. Increase_the amount of governmental bonds that may 
be issued by governments qualifying for the ~'sma11 govenunental unit" arbitrage rebate 
excepti9~ The additional amount orbonds for public schools that the govemmental unit may· 
issue without being subjl:ct to the arbitrage rebate rule would be increased from $5 million to S 10 

. Iliillion. Effective date; '!)onds issued on ot" after ·1-1-01. 
. . . ", ' . . ' 

5. Private Activity Bonds. The private activities for which tax-exempt bonds may be /. 
issued are expanded to illclude elementary and secondary public school facilities. The facilities . 
for which these bonds are issued must be operated by a public educational agency as part of a 
system ofpublic scbool!!.. Issuance of these bonds is subject to a separate annual per-State 
vo lume limit equal to thl: greater of$1 0 per resident or $S million. States decide how to allocate 
the bond authority to strIte and local government agencies. Effective date: bonds issued on or 
after 1-1-01. . ' , ,. ... ' 

6. E~ension of Section 127. Make perina.nent section 127~ which allows taxpayers to 

exclude the v~ue ofemilloyer-:-provilie.d equcarional ~siSta:nce, and allow for graduate 

cotn-seworktoqUalify: Effective .date:courses beginning after 12-31~9;' ..' .. , 


." ',. 

7, . Enhanced Chalitable Deduction for Com.puter Donatfons~ Extend arid modi-ry. 
, . section 170( e )(6)(B) re1ating to the enhanced Charitable deduction for Computer donations to 
· si::hools. :The modification eliminates the existing liinitaticmof the dedUction to twice the basis in . 
· the computer. In addition7 Bilow the deduction ~oequal 90% oftha difference between-the basis'· 
.·in.the cotn.Puter mdthe p~pertyt~ fairma.rk~v,alue.Finally, 'give the saxne treatment cUlTently . 

affoTded new property to reacquired propertY that is refurbished to a standardequivaientto. newly 
constructed property. The modifications wouldbe effective January t 2000 and the provision is 
extendedtbrough Decerliber 31, 2001. ... " . . 

8. Tax Credit for Information 'Techl101~gy Training Eipenses.ProVide for a tax credit· ., 
against income tax for i:nfonnation technology training expenses. The tax creditwould be equal 
to 20 percent of informr:ltion technology training expenses, not to exceed $6.000 per employee in 
a taxable year. The perl~entage would increase by S percent to 25 percent for a business that 
operates or initiates a tr.rini.ng program in an empowennent zone, a.n enterprise community. a 
,school district where at least 50 percentofthe students are eligible to participate in the school 

.. Senate Finance Demo.Cratic Tax: Package- July 18,1999 
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lunch program, a 'trib~ coll~ge, a small busi~ess~mployer. orin !ixi are~ designate'd by the " ',' 
President or Secretary of Agriculture as a disaster zone. ,The tax credit would apply to businesses 
providing their, training directly, or through certified commercialiIifonnation technology 
training providers. Effe(:live date: taxable years beginning after 12-31-00. 

9. Tax Credit for Educational Television Conversions. Provide a 20 percent vendor tax 
credit for equipment. strllctures, and software used to convert the 28 statewide public television 
networks from analog broadcasting to the higher definition digital transmission technology. 
Effective date: taxable years beginning after 12-31-00. 

10. ,Charitable Contributions To Low-Income Schools. Allows taxpayer$ [0 claim a 
charitable contrlbutionsdeduction for donations to public, pdvat~, and parochial low-income 

, elementary and secondary sch091 made after the end o(the taxable year and on·or before the date 
of filh1gthe taxpayer's l:"edetaHncome tax retu.nl. For purposes' of this, propo~al) low-income 
elementary schools' are [nose where 50percetlt or more oftlie stUdents'qualitY for free or reduced' 
price lunches. Effectiv,~ date: contributions made after 12-31-99. 

Environmental Provisilons 

1. Better America Bonds. State and local governments (if1cluding Indian tribal 
governments and U.S. possessions) would be able to issue Better America bonds (BABs) to the 
extent of authority to dc· so allocated by the, BABs Board,. The volume of authority to issue 
BABs· that may be allOCllted by the Board in each of the five years, beginni~gui 2001, woul<;l be 
$1.9, billion. Bonds must be issu~ for qualifyfng purposes, which include acquisition of land 

, fOf open :spaCe.:wetl~dst: impmvilig.access to public'landS"or public parlesor green.waYs; .­
,coilstrUctionor renovation ofaffiliated visitors centers; rem,ediation ofsuch land toenbarice, 
~at~r quality by plantfui· tr~es or other ~egetiition; acquisition orcertain ~asements; and:' 
.qualified,cnvironmelltaJ aSsesSment and·reniediation.' , 'The'holder ofa. BABwQuld receive.' 
annual income tax credits in lieu ofinterest from the issuer of the bond. Effective date: bonds· 
issued on or after12~~HNOO~ " .... . '.., 

. 2. E~'dangered Sp,ecles. ~e proposals to protect endangere~specles: 

a. Cost-Shllre Payments..Exclude from income thes~e portion ofcost4 share 
payments made to l3ndowners under the Partne~ for,Wi141ife :program (authoJ;ized by the Fish 
and Wildlife Act of 1956) thafisperziiitted for other qUalified cost~sharing payments Wider 
s~ction '126. Effective date: taxable years beginning after 12~31-00. 

b. Consen"ation Easement Donatiolls. Pennit individuals to deduct the value of a ' 
qualified conservation contribution against50 percent ofilie individual's AOI (rather than 30%), 
and to carry forward any unused deduction for up to 20 years (instead of. five). Also, if the donor 

SenateFin",~ce Dem()cratie Tax Package - July 18.1999 
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.. die~'beforean the deducliori.is used, the d~duction can be used on the tmal income tax rerum or 
the estate tax ret:urn. Effective date: taxable years beginning after 12-31-00. 

c. National Wildlife Refuge Conservation Easements.' Provides landowners who 
place a conservation. easement on property located near a Natiollal Wildlife Refuge the same . 
estate tax benefits as lands located in orwithin 25 miles of a National Park or National· . 
Wilderness Area. Effective date: taxable years beginning after 12-31·00. 

3. ExclllSioD for Cutaia Conservation Sales. Exclude from income 50 percent of any 
gain realized from private, voluntary sales ofland, or interests in land., t,o goverrunent agencies or 
qualified conservation organizations. Theland must be used to protect fish, wildlife, or plant 
habitat, or to 'pfeserve open space for agricultUIf!. outdoor recreation or scenic beauty. Effec~ive· 
date: taXable years begir.ll1ing after 12-31-00 .. 

4. 	 AJternative Fuels Iit'centives. PoUt provisions to promote the use of alternative fuels: . 

.a. Extended Range Credit. Increase, electric vehicle tax credit for vehicles wi[h 
extended range. 

b. 	 Credit Extension. Extend the current electric vehicle credit through 2010. 

c. 	 Alternative Fueling Stations Deduction. Permit deduction for up to $30,000 of 
cost of irlstalling alternative fuel stations. 

. , 

.. d.. Per Gall()n Credit for Sale of Clean Burning Fuels. Provide a creditof15 . 
. . .' . cents per gasolirie e.quivalenfgijI011,to sellers ofclean huming alt~rnative fuels.·· 

. Effective date: t::iXaPle years beginnirig after 12~31-00:' 
-' •• • • j .,' ." 

. 5."· . Section 29 Placed-In-Servi~e nate. ,Modify section 29 ofth~ cod~ by striking "July I, 
i998"in subp~griJph (g)( 1 )(A) and insertmg'''the'date which'is 8 months after the date or' ',. : ' 

..eIiacnnent of [thi~ legiSlation]~'~· ,.' .. . 

. . 	 ' . . . 

6. . . Transportatiolll Tax: Incentives.· Incre~e the limiton ¢e mcome exclusion of public 

trarlsportation and varip,:>ol benefits to $175 per month. The proposal would eliminate the 

discrepanCY between·parking benefits and transit benefits. Effective date: taxable years. 

beginning after 12-31-99. , ' .. . ... 	 .. f 

Savings arid Pension Provisions (unless otherwise indicated, all provisions are effective for. 
taxable years beginning after 12-3 t -00.) . 

. 	 . . , 

1. JllanLoans for SeH::-Employed Individu9.Is 

, . '. Senate ll1na~e~ DCll10eratic Tax Package - July i 8, 1999 . 
, . ....Page6·. 
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Permit ~ corporation and unincoq,orated owners who own no more than 25% of the .,,", 
business to take plan loans under the same ru,les applicable to employees and owners of C 
corporations- (Se~';tion 101 of S.' 741.) " , " , 

2. IRA Contributions lbrough'Payroll Deductj0ll 

• 	 Clarify that employers may establish automatic payroll deduction plans so th,eir 
employees may contribute directly to an IRA account. (Section 102 of S. 741.) 

3. SAFE Trusts 
" 	 , , 	 , 

• 	 , Create a simplified defined benefit pl~lU for small businesses. $100,000 pay limit f~r 
benefit considerations; calculate 'contributions using 5% interest rate; limit benefit accrual 

, rate to 2%; replace pasts,etVice credit wi~ optional 3% accriial rate for first five years; no " 
double-clipping ill maximum benefitlimits under Section 415. (Section 103' ors. 74i. as 
modified.) 

4. Modify Top Heavy Rules 

This form ofnondiscrimination protection effectively applies only to smaU businesses. 
The propo,sal would lightenthe burden of the top heavy rules through the following 
changes. EstabJjsh a one-year Iookback period) exempt frozen plan from minimum 
accruals, and exr.:mpting any plan which' is not top heavy, and is not expected to become. 
topheaVY,from top "heaVy plan document requirements. (Section 104ofS. 741, as 
moditi:ed.) ,-",' ' . 

',' S. ,'small'BU5~n~~s Pe~$ion Start Up Tax Credit ' 
. '. ~ . 

, , • , Tax credit fo! sD~ employer'peDsion'pllih contn'butioils and,mart-up costs; 25% credit 
on emplOyer contributions for the fip;t three taXable years for employers with 25 :or fewer 

, "", 'employees; 50% tax credit for'the first tbreeyearson staIt.up costS fol' employers with', 
'lOOorfewer'~ployCes.(Secti.on 106 ~fS.' 741 1",Bs niodUied.) Effecnve fOr plans ' 

, , established aftei' 12~31-O0., ' ' 

6. In~rease SIMPLE 401(k) and SIMPLE IRA LimiU 
" '.. 

• 	 Increaseilie ma..-mnum elective deferral to SThiPLE retirement plans from $6,000 to 
$8,000 per year. 1% employer nonelective contribution required. (Section 107 of S. 741, 
as modified.) . 

7. Elective deferrals (liot taken into account for purposes of limits. 

','::i· 
" 
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, Elective deferrals would not betaken into account in applying the deduction limits'to'" 
other contributions. (Section 112 of S. 741, modified to follow H.R. 2488, "The 

Financial Freedom Act of 1999.) 

, 8. Allow More Contrib11tions to Defined' Contribution Plans by Increasing the "25% of ' 
"Salary" rule to "50% of Salary" and Crenting a 510,000 Annual Floor. 

A participant is lilnited in a DC plan to contributing not more than 25% ofsalary, even 
though the annuaJ contribution limit is $10,000. The provision would increase the 
limitation to 50% and creating a floor of $10.000, which all participants could contribute' 
regardless ofcom.pensation lev.el. For nondiscrimination testing, only 2So/q of 

'compensation considered. 	 ' 

9. Th'ree Year Vesting for Mat~hl,ng Contributions 

• 	 Under current law, employers may require up to five years ofservice before an employee 
is entitled to cmp'loyer contributions to a defined contribution plan. The proposal would 
reduce that maxu:o.um to three years with respect to matching contributions. (Section 202 
ofS. 741.) , 

10. ,Rights of Spouses (If Gl?vernment Employees 

• 	 . The Federal Gov'::mment retirement program (CSRS) will be changed so that if an 
employee die~ before collecting benefits, the surviving spouse will be eligible for some 

.. benefit~;(:?,e~on,20J ofS. 741.) , . 
. '. 

, 	 , ' 

·11~ . Division of 457 PlallBenefits, upon Di~(;rce: 

• 	 , This p~ovision clarlfies 'th~ fot purposes of taxatiOtl ofdistributions form' 457 ptanS, ;the .. 
, '''''', Iecipientofthose:f:Un~isIiableforincom.e ~es;~n:actinent oftbis provision would 

pre:vellt the case wh"re a participant is taxed on retirement income ·that, tinder a divorce 
" depree, belongs to m, ex-spoUse~ . (Section 204 ofS: 74.1.)' 

12. Spousal Notice 

., 	., . Requirenotificat,ion ofa sp(lUs~when ~ particiPiUlt is notiiiedaboui·a siwtivor and 
. benefit optiOlL (Section 2050fS. 741.) . ' . .,'. ,. " 

13. RoUovers among Employer-Provided Plans 

• 	 Allow rolIovers luriong various types ofemployer-provided plans. 457 plan rollovers 
limited to go.vemmental 457 plans, and 10% excise tax applied to early distributions of 

.~. : 
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monies rolled ~ver to 457 plans. (Section 301 018.741. as modified.)' 

14. Rollov~rs from IRAs to Employer Provided Plaps 

.. 	 Allbw roUovers 'of]RAs to employer provided plans. Institutional trustee required for 
qualified plan. (Section 302 of S. 741, with institutional trustee requirement, andris . 
furth~r modified by H.R. 2488, "The Financial Freedom Act of 1999.") 

, '. ,.', 

15. After Ta.-x RoUoven; Waiver of 60-day Rule 

• 	 Where new employers are willing to accept them, individuals changing employers will be 
allowed [0 roll over after-tax contributions to the new employer's plan. IRA trustees . 
accepting such rctl10vers would track basis. Also, in hardship' exceptions, IRS could . 

· waive the 60-da)I limit on tolling over distribution to an IRA without incurring tax. 
. (Section 303 ofS. 741, with trusteetrac1cing requirement, and as funher modified by H:R. 

2488, The Fjnan.::ial Freedom Act of 1999.) 

16. Modify The Saltle Desk Rule 

• 	 Confonn the trea.tment if401 (k) plans to the treatment ofdefined benefit plans and 
money purchase plans in "same desk" situations. That is, where an employee's company 

· is acquired by another business, the employee would meet the "separation from service" 
definition required to allow portability of the 40t(k) benefit to the new employer. 
(Section 304 ofS. 741.)" . 

17. TreatJnent OCFOJ;"lllS. oCnlstiibution' 

• 	 . Employees would be 'allQwed to \V3i:ves~ctiOi1 411 (d)( 6) (anti-9ut-back rules) under 
" 

certain circumstunc:es when rolting one defined contribQ.tion plan into. anollier.. 'J'he 
... transferee'plan would' not be required to preserve ~.optional foim.sofb~nefits.Under the. 
. 	 trarisferorplan ifrequitemeli~. are metto ensure the protection ofparticipants' mterests... ' 

Transfer must be inc:onnectionwith a bona fide transaction 01' job change~ .(Section 305 
ofS. 74i, with"'bona fide" modification.)'" . . 

• ·:E.ase roles allo'-'tmg purchas~ bfservice credits when moVing from one defined benefit .' 
plan to another. For exampie, many teachers purchase se~ice credits when they move 
from one.state tl) another. Under current law. individuals may not use defined 
contribution as~.ets without penalty to purch~e these credits. This provision would allow 
individuals to purchase these credits with other retirement assets, like monies from 
401(k). 403(b). governmental 457 plans. (Section 306 ofS. 741.) 
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.19. Disregard Rolloven forP~rposes of Casb·QutAmounts 

This provision p~,nn.its an employer to disregard rolIovers for purposes of making a .• 
cash..:.out.This pmvision removes a disincentive for employers to accept rollovers. . 

. (Section 307 of S. 741.) . 

20. Limited Relief for YluItiemployer Plans 

• 	 Exempt multieniployer plans from the high-3~year-average compensation limit of 

. 41S(b)(1)(A). Also, exemption from aggregation rules between multiemploYl::r and single 

'employer plans. (Section 403 ofS. 741.) . 


..21. 	Expand:pBGC l\fJsslng Par1tcipant~rogram , 
. . . 	 . . 

.PBGC's Missint: Participant Program. will be expanded to help find individuals who are 

eligible for benefits from mUlti-employer plans. (Section 404 of S. 741.) 


22. Grant Departmenlt of Labor Discretion in Cases of Fiduciary Breach 

• ' 	 DOL would hav·:;, discretion to waive certain penalties for fiduciary breaches. (Section 

405 o[S. 741.) , 


.. 23 •. 	Regular Benefit SII:atements 
· .', . 

• 	 An ahnual beiieiitstatement would ber~quiredt6'be sent e~eryyeart(j partiriipantS iuDC'· 
pianS.par.:dcipS+lts in, DB. plans wO'\lld Teceive, a,statmnent every· 3 years. unless the " I 
ernployerautomaticallyprovided,an annual notic.e'.toemployees oftb,e right t6 l:eceive a· " . 
benefit 'statement and how to, go about obtaining one. (Section 5010f8.'2339. 'lOSfu " ,.. 
,Congres~.) 

" 

. 24,' Clarify ,that Employer Provided,ltetiremen~ Plannlligls a l'{on.;.Taxable Benefit, . . . ' 
, . . . " 	 '. .'~ ,..' ,. ".' ., . 

.. 	
" 

Employerprovid.ed retiiement planning would be deemed not to coru;titute a taxable'· 
frlngebenefit. To be eli~'ble for the exclusion from taxable fringe benefit. ,the employer 

.must spo,nBora tax..qualified retirement plan., and the pl~gadvice must be available . 
on substantially the same'terms to substantially all employeesPartlcipatirig ~ thephm... ' .. 
The term "retirement planning" is defined to apply only to advice, not serVices (e~g.~' taX', ' 
preparati~n. accounting. legal services, brokerage services. etc.) Annual limitation of 
$300 of value per participant. (Section 503 of S. 741. with definitional clarification of 
"retirement plarming".) , 
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25. Encourage ESOP Dividend Reinvestment. 

• 	 In order for an employer to deduct dividends paid on ·stock held by ait ESOP, the· 

employ~r would be required [0 give employees a choice ofwhether to receive dividends 

in cash or allow them to be reinve!ited and grow tax-deferred until retirement 

Nondiscriminati~'n rules and annual contribution limits of 40 I (k) plans would apply. 

(Section 603 of S. 741. as modified.) 


26. Plan AmendmentS Pursuant to this Proposal 

Plan amendments necessary to comply.with this proposal would not be required to be 
made b'efore the last day ofthe first plan year on or after Jsnuary 1,2002. For· 
governmental plans, the date for amendmez:tts is extended to the first plan year beginning 

··on or after JanuaJ:Y 1, 2004. Oper~tional compli,ance would be required with respect to all 
plans as ofthe applicable effect~ve date of any amendment made by the proposal.· . 

27. Cash Balance Pension Disclosure 

• 	 Require employelrsconverting to cash balance plans or otherwise significantly reducing 
· future benefit accruals'to provide employees with benefit comparisons under the old and 
new plans. Requirement applies only to vested employees who are likely to be adversely 
affected. Treasury directed to prepare guidance defining "significant reductions" (in 
addition to cash balance conversions) that require the enhanced disclosure. Effective for 
,all conversions not announced itt writing before 3-18-99 . 

... 28~ .,.. T.re~surySt\ldy ~f the·Distribution of~eilsion·Ta~Behefits ." 
, , 

· R~uire'Tre~ to .~repare adismbution~ analysis ·oiilie tax benefi~ ofmajo; pen~i~n·· 
and retirement'sa.vings arrangemeD,ts by inCome group to be concluded'by June 30, 2000. 
. A pteli.D:ri.paiy'~uialysis is to be su.bmitted within 60 days after' enactment to the extent. . 

. . feasible.. . . .:. , ,. ' 	 , 

, ' .. ' : 

29~ Reduce PBGC Pre~um for SJJiall Buslne~~es 

.• The PBOC premium is normally ~et at·$19 perpartioipant. This proposal would set the· . 
..prerpium fOra small employer plan at $5 per participant for the . fuSt .five years of a, plan.,
· (Section 109 ors. 741.) . 	 '.. , ... . . 

30. Phase-in ofAdditil)ual PBGC premium for new plans 

• 	 Any applicable variable rate premium would be phased in over a six. year period a$ 
follows: 0% for 'Year one; 2Q% for ye~ two; 40% for year three; 60% for year four; 80% 
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forye·ar five;~dlOO%foryear si~. (Section 1080fS: 74t.) 

31. Eliminate the "NeYI' Plan Fee." 

• . 	 Employers who establish a pension plan must pay a fee, sometimes up to $1000, to 
receive a detennrnationletter from the Internal Revenue Service stating that the plan is 
qualified. In ord,!~r to decrease thecosts of establishing retirement plans, the legislation . 
eliminates this fee. (Section 1100fS. 741.) 

A2ricuIturai Provisiom[ 

. 1. Farm and Ranell Accounts. Allow farmers to contribute·up to 20% of their annual 
active participation fannincome to tax-deferred accounts. The funds would be taxed as regular 
income ifwithdrawn wi1hin five years. Funds not withdrawn within 5 years are subject to a 10% 
penalty. Effective date: taxable years beginning after 12-31-00. 

·2, Farmland Rent:ds. ClarifY that rental income from fannland under a lease arrangement 
is not considered net income from self-employment for SECA purposes, Effective date: taxable 
years beginning after 12-31~OO, 

3. Farm Residence Expand.ed DefiIlltioD. Exclude from ~apita1gains. t~ Up to 160 acres 
.. qffatmland that is contiguous to and sold with a principal residence, provided the farmland was· 

. ·fannedinthree·oftheflvo·years prlorto· sale With ~terlal pwcipa!iOnl:Jy.the:.taxpayer:ora·· . 
· members of the taxpaye:r·sfamily. ·Effectfve.date: tax~ble yeatS beginnfug'aftel' 12;'3'~-OO; , .. :' "''''- . . :";' . .'. .. . . . 	 .. 

. 	 . 

4 ... ' .' Agri~ulfure Bouid$..Exempt sn:WI issue boridsfor ilgncult\1Ie from the State volume 
'cap, Effective·date: taxrlble years beginning after 12-31-00.. .. 	 . .. .. " 	 . , ,

", : 

. . 5.· . '. Capital G~s Ftelieiror Farmers LeaVing the BusineSs. ;provide an exclUsion from 
.. gross income orull to $300,0()0 (lifennuiJ tot81) ofcapital gain from the ttansfer ofpropenY in'·· 
· cQmplete or parti,al sa,tisfaction of qualified farni indebtedness ofa taxpayer: ( 1) whose gross' 
receipts for six of the preceding ten years are at least 50'percent attributable to. faiming; and.(2). ' 
.whose equity in all property held· after the transfer in question does not exceed the greater of . 

. :.. ', 

•$25,000 or ISO percen.tofincome taxliability~The provision also applies 'a, cortip3rable 
exclusion with respect to the discharge ofqualified farm indebtedness ofsolvent fanners who 
meet these requir.ements and whose'indebtedness both before and after the relevant transfer 
equals at least 70 perce~lt or more of equity. Effective date: taxable years beginning after 12-31­
OQ 	 ' . 

. ';l" 
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TechnolOQ ami Econo,mic Develonment 

1.· . R&E Credit. E:derid the R.&E credit permanently and modify the credit in two respects: 
(l) increase the alternati ve incremental research credit by one percentage point and (2) permit 
investment in Puerto Rii::o ta meet the test for qualified R&E expenditures. Effective date: 
7~ t-99. 

2. New Markets Initiative. A new tax credit for qualified investments made to acquire 
stock (or other equity interests) in selected community development entities. Taxpayers would 
receive a credit equal to six percent of the investment each year during each of the first five years 
after making the investment. The maximum investments that would qualify for the credit would 
be· capped at an aggrega.te annual amount ofS750 million (a max~mum of $3.75 billion for the 
entire period of the tax credit) .Effective date: investments made on or after 1-1·01. Except for 
the aggregate caps, the initiative tracks the Proposal included in the Administration~5 FY2000 
budget. . " , . 

3. Low Income H'I)using Tax Credit. Phase-in an increase in the per capita amount of 
low-income housing W~ credit from $1.25 to $L50 according to the following schedule: 

2001 $130 
2002 . . $1.'30 
2003 $L30 

.2004 $1,40 
2005 .. $lAO 
2006 and thereafter SL50 

4.: .. ' Private Activity Bonds~. Accelerate,tt.te schedu1e~ mcre~es 'i~' the per ~apita Sta~e' .. 
'volume'cap for private IlCtivity bonds according to the following schedule: ' ' 

.' . ., - . ..... '. . ." 

·2001 . 	 $55 percapita(mjyjjxri~S165'million), ,. 
'. 	: .. '. 	 2002 ' SoOper capita' (mixrimum $180 million) '. 

., 	 2003 $65 pet.capita (minimUm $195 million) 
io04' ,. $70 pet capita:(minimum $210 ri::rillion) , 
'2005 and thereafter ' $75 per capita (rninimum $225 rirlllion) . 

, 	 <,' • • 

5..'. Spa~eport.BoD d.s~ Permit spaceports 'to be .treated like airports under the tax-exempt 
. exempt·tacjlity bond rules~ 'The tenD. ".spaceport" woUld include f~ilitieS'directly tebited. and ' 
essential to servicmg' ~Iacecraft, 'enabling spacecraft to take offor land, and transferring 
passengers or space cargo to, or from close proximity tOt the launch site to perform these 
functions. Effective date: bonds issued on or after 1-01-01. 

6. Small BusineStii Expensing. Increase the limit an expenditures allowable under section 

Senate FinSlDce De11locratic Tax Package - July 18, 1999, 
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, '179 for immediate expen!ling by small businesses to $25,000 in 2001. .' 

OtlJer Tareeted Initiatl'!'es 
, . 

1. Oil & Gas rncen lives. 

A. GeoJogic:d and Geopbysical Costs. Allow geological and geophysical costs ' 
incurred in connection with oil and gas exploration in the United States to be deducted currently, 
Effective 'dare: geological and geophysical costs incurred or paid in taxable years beginning after 
December3l, 20~0. '. 

b. ,Delay Rellta.l Payments, Allow delay rental payments for domestic oil and gas 
wells to be deducted cun'ently. Effective date: delay rental payments incurred in taxable years 
beginning after 12-31-00:' ' 

c. Suspend 65% of Taxable Income Limit. For purposes ofpercentage depl~tion. 
suspend the 65-percent-of-taxable income limit on percenta.gedepletion for five years. Effective 
date: taxable years beginning after 12-31-00 and before 1-01-06. 

, 2. Electricity Deregulation Provisions 

a. Electric 'Cooperatives, Modify the 85-15 test applicable to electric cooperarives 
, (section 501{c){12) so that revenues received froni nOnn1~bers sol~ly as a result of conforming 
" operatjons to m.eet provisions of an applicable State or federal plan designed to provide for 

customerchoice in electric power SUpply. Effective date: taxable y~sbeginning after 12-31 ~99. ' 

, b: Tax-Exempt Bonds..- Libe~ethe pri:vatebusmess restrictions to 'allovi limited 
;tax·exem.pt financed generation'" transmissio:n,~,diStribution facilities pursuant to electric, ' 
, rest:ruCturing plans,-and,to gia.ndfathei the taX.status of-previously issued debt.' Under the ' 
proposal;,electilig utilities would forego the issuance o(future taX-exempt debt fQrgeneratiQn, ':, ,'," 

,.facilities"but could continue to issue such debtfor transmissi'on and ,distribution facilities. Non·' 
, electing utilities would (;ontinueto be' subject tothe currentlaw restrictionS on private business , ' 
, ·use. In addition, the tax~exempt stalusofdebt issued by electing utilities would be ' ' 

gtandfathered, so that ufilities are not penalized for opening their'systems to competitors. 
EffeCtive date: date, of enactment." , ' , 

c. Qualified Nuclear Decommissioning Funds. 'Repeal the cost of setvice 
requirement for deductible contributions to nt~clear decotnn1issioning funds. Under the proposaL 
taxpayers, including unregulated taxpayers, would be allowed a deduction for amounts 
contributed to a qualified nuclear decommissioning fund. As under current law, the maximum 
contribution and deduciion for a taXable year could not exceed the IRS ruling amount for that 
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year. Effectiv~ d~te: ger,cra11y effective for faXable years beginning' after 12 ..31~99; fue provision 
rel~tingto ,transfers of nc.n-qualifiedfunds is effective for taxable years beginning after 12-31-01. 

3. Child Care Creclit Increase the maximum amount of employment-related expenses 
eligible for the credit from $2,400 to $2,700 for expenses incurred for one qualifying individual 
and from $4,800 to $5.400 for two or more qualifying individuals. Effective date: taxable years 
beginning after 12-31-00. 

4. Worksite ChUd C4re Credit. Provide a.25% credit for qualified expenses of employers 
assisting employees with child care. Qu~ified expenses would include (1) child care facility 

, start-up expenses, (2) child care facility operational expenses, and (3) payments or 
reimbursements for "offsite" child care ..The maximum credit an employer could claim in any 
year would be $90,000. Effective date: taxa.ble years be,ginning after 12-31-00. 

5. Leasehold Improvement Depreciation. Reduce the MACRS recovery period for 
qualifying leasehold improvements to nomesidential real property from 39 years to 15 years. 
Qualifying ,improvements would be restricted to those used exclusively by the lessee and would 
not include improvements made within the first three years after the date at which the building 
was first placed in servil~e. Effective date: improvements made after 12-31-00 

6. Tax-Exempt Stlltus for State-Chartered Underwriters. Grant tax-exempt status to 
State-chartered,'not-for profit insurers serving markets in which commercial insurance is not 
available. 'No part ofthe net earnings may inure to the benefit ofany private shareholder or 
individual. ,EffeCtive date:,taxable yeap; beginning after 12-31-00. 

• • '," " " • < , '.' ' ." ., ,." .' 

t, ' 

7. ',Combined Employmel'J:tTax Reporting. Pemut'employers to fileb~th Staie and ' 
" federal payroll taXes wirh a single fonntlu-ough,~ ~ingIe point 'This is ~c~oInplished by 
: permitting the iRs to disclose ,the cQ~oIidatt'(name, identifi~ation number, ,address and Ule j , 

, ,signature otthe ~ayer)recei<vedon the fOrIn to the appropriate ~tate. The program wouldbe ' , ! 
, , el~tive:-each Siatewoulddetemrliiewhether~o participate. effective date: date ofenactrnent. ' . " . ' . 

8. ",Charitable CQIlItl:ibuti~DS. 'increas~ the 'percentage ofAGI that individual'ta.,<,payer'may 
contrib~te in cash to prjvare foundationS arid certain other charitable <>rganizations and in capital 
gahr,property to public charities from 30 percent to SO percent. ' 

,9. "REITs Stru~tu'r~.Modify sttuctureofbusiness-esmdirectiy cond~cted by REITs. 
Impose 10% vote or value test; modify treatment ofincome and services provided by taxable 
REIT subsidiaries, with a requirement that securities oftaxable REIT subsidiaries may not 
exceed 15 percent of the total value ofa REIT's assets; establish special foreclosure rule for 
health care REITs; confonn REIT distributions rules to RIC 90% ,distribution rules; clarify 
definition ofindependent contractors for REITs; and modify earnings and profits rules. Effective 
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date: uotable ye~ beginning after 12.31.00, withspecia.l transition rules' for provisions relating 
to permitted ownership 0 f securities of an issuer. ' 

Revenue Offsets. 

"1. Foreign Tax Credit. One-year carryback and seven year canyforVv'ard of foreign ra,.'{ 
credits. Effective date: credits arising in taxable years beginning after 12-31-99. Except tor 
effective date, same a$ provision included in the Affordable Education Act. . 

2. NOll-Accrual Experience Method of Accounting. Limit use of non-accrual experience 
method ofaccounting to amounts to be received for the performance of qualified professional 
services. Effective date: Tax years ending after date of enactment. Same as provision included 
in the Affordable EducatLon Act. ' 

3. Cancellation oflrndebtedness Reporting. Information reporting on cancellation of 
indebtedness by non-ban.k fmandal institutions. Effective date: cancellation of indebtedness 
after 12-31-99. Same as provision included in the Affordable Education Act. 

" , 

4. IRS User Fees. :Extension ofIRS user fees through 9-30-09. Effective date: September 
30.2003. Same as provision included in the Affordable Education Act. 

5. Charitable Split Dollar Insurance. Deny deduction for charitable split dollar life 
insurance. Effective dat(~: transfers made after February 28, 1999 and for premiums paid after 
the date ofena.c:;.tment. Same ~provision included in the Affordable Education Act. 

.' . ". 

'6. ' Retiree Health llenefits. ' Allow employers,to t:raJlsfer exce;ss'defined benefit plan assets 
to a. special account for hea.I.th benefits of.retirees (through September 30t 2(09). ' Effective date: '. 
ti1u:isfers made in taxable years beginning after 12-31-00.' Same as provision'included in the' 
Moldable ;Education f\.et. eXcept With mamtenance otbcnetitst:not maintenance,?f cost., 

7. ' , PrefundingEmliJ10yee Benefits., Impose limitation on pte-funding of cert~iIiernploy~e , 
benefits. Effective date: Contributions paid after date pfenactment. Same as proviSIon included 
in the Affordable Education ACt. ' . , ' 

, 8. ' Installment Method for Accrual Taxpayers. Repeal the installment method of 
accounting for mostaccmal taxpayers; adjUst the pledge rules- Effective date:' installment sales 
entered ihto on or after date of enactment.' Same as provision included in the Affordable 
Education Act. ' ' 

9. Streptococcus F'neumonia Vaccine. Include the Streptococcus Pneumonia vaccine in 
the Federal vaccine insurance program. Effective date: vaccine purchases the day after the date 
on which the Centers for Disease. Control make final recommendation for routine ad:ministration - " 
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of conjugated StreptoclX:CUS Pneumoru.?- vaccmes to children. Same as provision included in the 
Affordable Education Act~ . 

10. Restore Phase-Out of Unified Crecilt.. Restore the phase~out ofthe unified credit for 

large estates. Effective date: decedents dying after date of enactment. Same as President's 

FY2000 budget proposal. 


11. Lower-of-Cost-or-Market. Repeal the lower-of-cost-or-market inventory accounting 
.method. Effective Date: TYBA DOE. Same as President's FY2000 budget proposal. 

12. Start-Up and 0 rganizational Expenses. Modify treatment ofstart-up and 

organizational expendimres. Effective Date: Generally effective for start-up and organizational 

expenditures incurred aft~r date of enactme~t. Same as President·s FY2000 budget proposal. 


13. Corporate Environmental Tax. Reinstate the environmental tax imposed on corporare 
taxable income and dep~)sited in the Hazardous Substance Superfund. Effective Date: TYBA 12­
31-99 through 12-31-09. Except for effective date7 same as President's FY2000 budget proposaL 

14. Superfund Excjse Taxes. Reinstate excise taxes deposited in the Hazardous Substance 
Superfund. Effective Date: Date ofenactment through 9-30-09. Same as President's FY2000 
budget proposal. ' 

15. Corporate Tax Shelters. Pending review ofJoint Committee on Taxation report and 

recommendations, inch:de restrictions on corporate tax sheiters. . 


16: 'Closely Held R1&ITs; Modify treatment of closely-heldREITs. Effective Date: Taxable 
years beginning on or tiler date offirst cOmmittee action. Same as President's FY2000 budget 

.pr.opo~aL .. . . 
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TAX CUT GUIDANCE 


1. The Republicans scaled back their tax cut by $72 billion to $792 billion. Will you 
compromise with the Republicans on a tax cut pac~age? And if you do, what number will 
you accept? . 

• 	 We need to take care of First Things First. I have put forth a balanced plan that meets the 
long-term needs of Social Security and Medicare, provides for a prescription drug benefit, 
provides tax relief for middle income Americans through USA Accounts and provides for 
defense spending to keep the nation's military readiness first-rate and adequately funds 
education and our other domestic needs. 

The core of my plan is a commitment to use our surplus to pay down our debt and save to 
meet the enormous challenge of protecting Medicare and Social Security for future 
generations. 

• 	 The Republican plan moves in the opposite direction. 

Instead of saving our resources to meet the challenge that we face, their plan explodes the 
cost ofthe tax cut so much that it threaten's ~ur nation's ability to save in order to meet our 

Social Security and Medicare needs of the 21 st century. 

• 	 Indeed, in the second decade just at the time our nation first confronts the demographic 
challenge of the baby boom; just at the time when Social Security's Trust Fund is first under 
strain; just at the time when Medicare Trust Fund is projected to become insolvent the 
Republican tax cut would explode and drain an unimaginable $3 trillion. 

• 	 If instead of paying down our debt, we allow for an exploding tax cut to drain $3 trillion of 
our savings we will not only threaten the, fiscal discipline and economic stability that has 
recently blessed our economy, we will threaten our ability to find the resources to. keep 
Medicare and Social Security strong for the next generation. 

2. You are meeting later today with Senate Finance Committee Democrats who back a 
tax cut package closer to $300 million. Will you back their plan? 

• 	 We need to take care of First'Things First. I have put forth a balanced plan that meets the 
long-term needs of Social Security an.d Medicare, provides for a prescription drug benefit, 
provides tax relief for middle income Americans through USA Accounts and provides for 
defense spending to keep the nation's military readiness first-rate and adequately funds 
education and our other domestic needs such as . : . 

• 	 After we take care of these key priorities, we can discuss other things. 



• I look forward to working with the members ofthe Senate Finance Committee and any other 
member of Congress on a responsible budget framework that maintains our fiscal discipline 
and puts our nation on the path of prosperity as we. enter the 21 sl century. 

2. Could you support some of the elements of the Roth tax cut plan? 

• We need to take care of First Things First. I have put forth a balanced plan. that meets the 
long-term needs of Social Security and Medicare, provides for a prescription drug benefit, 
provides tax relief for middle income Americans through USA Accounts and provides for 
defense spending to keep the nation's mHltary readiness first-rate, and adequately funds 
education and our other domestic needs. 

• Any tax plan of a size that takes up the entire on-budget surplus~ doesn't do a thing for the 
long-term solvency of Social Security and Medicare, and would leave dramatic cuts in the 
discretionary areas ofeducation and heal~h care is not something that I could responsibly 
sign. 



Q: 	 Chairman Archer has claimed that his plan saves Medicare. What is your response 
to this? 

A: 	 The Republicans' exploding tax cuts threaten both Social Security and Medicare. 
Because they devote the entire non-Social Security surplus ($996 billion over 10 y,ears 
under eBO assumptions) and more to tax cuts, they set aside no new resources to extend 
Medicare or Social Security solvency. The tax cuts, which explode to a cost of $3 trillion 
in the second ten years, would drain funds from the budget just at the time when 
Medicare becomes insolvent and the retirement of the baby boom generation puts 
pressure on Social Security. 

In light of the Republican budget resolution and the bipartisan consensus not to use any 
of the Social Security surplus ($1.899 trillion over 10 years under eBO) for any policies 
except for Social Security, we cannot imagine that there will be much support for using 
the Social Security surplus to fill the hole their tax cuts create. 

I have demonstrated in my budget framework that it is possible to set aside the entire 
Social Security surplus for Social Security and still be able to devote non-Social Security 
surplus resources to strengthening Social Security and Medicare, providing for military 
readiness and funding investments in education, veterans, environment, and anti-crime 
efforts, while still providing a fair and substantial tax cut. Quite honestly, it surprises me 
that even after such strong bipartisan consensus, some Republicans still support using 
Social Security funds for programs other than Social Security . 

.... 
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