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THE DEPUTY SECRETARY OF THE TREASURY
WASHINGTON

AC/TM
December 2, 1991
MEMORANDUM FOR JOHN SUNUNU THE CHIEF of STAFF
CHIEF OF STAFF TO THE PRESIDENT has seen
FROM: JOHN E. ROBSON
SUBJECT: November 7th C it Crunch Package Entitled

"Interagency Policy Statement on the Review and
Classification of Commercial Real Estate Loans"

In previous EPC discussions on the credit crunch, you have raised
two points in regard to real estate valuation and lending:

1) Whether the character of the borrower, the borrower's past
performance, and past performance of the loan in question
are ignored as fundamentals of the credit extension process.
This makes it difficult both to work with troubled borrowers
and to attract new borrowers.

2) Misapplication of real estate valuation techniques by
appraisers and examiners. Many have referred to this as the
frustrating problem of the performing, non-performing credit
situation.

As you know, on November 7th the federal bank and thrift
regulators issued comprehensive real estate guidelines. Both
these issues were addressed in a detailed manner. For example:

On point one:

o In evaluating the overall risk associated with a commercial
real estate loan, examiners are directed to consider a
number of factors, including the character, overall
financial condition and resources, and payment record of the
borrower.

On point two:

o The analysis of collateral values should not be based upon a
simple projection of current levels of net operating income
if markets are depressed or reflect speculative pressures,
but can be expected over a reasonable period of time to
return to normal (stabilized) conditions.

o Appraisal assumptions should not be based solely on current
conditions that ignore the stabilized income-producing
capacity of the property. Management should adjust any
assumptions used by an appraiser in determining value that
are overly optimistic or pessimistic.




o Examiners do not make adjustments to appraisal assumptions
for credit analysis purposes based on worst case scenarios
that are unlikely to occur.

Thought you might be interested.



THE SECRETARY OF THE TREASURY
WASHINGTON

October 21, 1991
MEMORANDUM FOR THE PRESIDENT
FROM: Nicholas F. Brady
SUBJECT: Business Training in the Soviet Union

I met for an hour this morning with Moscow Mayor Gavril Popov and Independent
University President Dr. Edward Lozansky.

Popov was adamant that the most important assistance we can give the Soviet Union
right now is private sector technical expertise which would help in the transition to a
market economy, not humanitarian or financial aid. While admitting that the economic
situation this winter is somewhat of a concern, Popov feels that Soviet officials have
overemphasized this for political reasons.

Popov stressed that training should take place in the Soviet Union, rather than abroad
in order to avoid a "brain drain". Further, Popov believes this has to be a long-term
effort, because the Soviets have so much to learn about a free economy and this
cannot be done just sporadically. He encouraged internships at U.S.-Soviet joint
ventures, urged U.S. government support for American investment in the Soviet Union,
and support for an American university or business training center in Moscow. He
expressed the view that it was of great importance that any assistance should go to
the private sector which has begun to emerge in the Soviet Union. He was emphatic
that a university/business training center in Moscow should be private, with no
connection to the Soviet Ministry of Education. Popov said that American
corporations and universities should play the lead role in the university -- providing
most of the money. The U.S. government can help most by supporting these private
efforts -- and providing a modest amount of money.

Today’s meeting with Popov has strengthened my view that supporting a
university/business training center in any assistance for the Soviet Union is vital. It
should be led by a prominent American, experienced in corporate and government
programs, who would be able to rise above bureaucratic concerns within our
government. There are many different exchange programs -- both private and
government sponsored -- but they need to be harnessed and these along with any
new efforts need to be properly channeled to maximize the effectiveness of the total
effort.
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STATEMENT BY NICHOLAS F. BRADY
SECRETARY OF THE TREASURY

Today, an outline was released of a proposed compromise on

banking legislation.

i HeYC p y
!
needs a comprehensive overhaul of +ire banking system that will

strengthen our economy and allow us to compete effectively
P

internationally. } AFompromiséydoes the opposite. It turns

back the clock, restricts competition, and protects special

interests. It will weaken the banking system and impede the

economic recovery.

If enacted, tkh

restrict the flow of voluntary private capital necessary to

create a strong banking system. A strong banking industry is our

best protection against using taxpayer funds to bail out the

banks.

We will strongly support efforts to strike this so-called
"compromise" section from the House Bill, unless it is

substantially modified.

###
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MEMORANDUM TO THE PRESIDENT

g
FROM: Nicholas F. Brady,(:}71

Before leaving for Bangkok I wanted

THE SECRETARY OF THE TREASURY
WASHINGTON

October 3, 1991

10CT9 P3:39
\EF of STAFF

x Uit
THE WL

has seen

to give you an update on Bob

Clarke's confirmation for the Comptroller of the Currency post.

It is clear that Chairman Riegle wants to use the Clarke hearings

and the defeat of his nomination as
the ills of the banking industry on
Administrations. Riegle's theme is
exactly the opposite of the message
bank examiners vis-a-vis the credit

vehicles to pin the blame for
the Reagan and Bush

that Clarke was too lax --

we are trying to send the
crunch.

After Riegle delayed the confirmation heafing for nine months

after the nomination was submitted, the hearings finally opened

and there have been two sessions so

far. Clarke has handled

himself well under very tough questioning.

Another area that Riegle is attacking Clarke on is ethics. There
has been a considerable amount of press on this issue, but the
fact is that Clarke has had his ethics situation reviewed by the
Office of Government Ethics (among other ethics officials) and

OGE recently found no violations of

ethics rules by Clarke.

Riegle has been leaning very hard on the democrat members of the
committee to join him in opposing Clarke's confirmation.
However, at this point it appears there are some democrats
willing to keep an open mind. We are doing our best to pick

enough of them to win a favorable vote in committee.

we'll need White House help.

In the end

This could be another hardball, politicized confirmation.
Beleaguered as he may be, it would not be good to lose the Clarke
nomination since it gives the democrats a hook to hang on the

Reagan and Bush Administrations the

problems that have befallen

financial institutions in the past few years, hurts the credit

crunch, and could also be a problem
legislation.

for our bank reform



Withdrawal/Redaction Sheet
(George Bush Library)

Document No. ”Surbject/Titl(:, of Document ' Date  Restriction

and Type

05. Memo From Hollis McLoughlin to Frederick McClure n.d. %
Re: Presidential Election Campaign Fund (2 pp.)

WColléction:

Record Group:  Bush Presidential Records

Office: Chief of Staff, White House Office of
Series: Sununu, John, Files

Subseries: Cabinet Agencies Files

WHORM Cat.:

File Location: Brady (Treasury) (1991)

‘Date Closed:  12/30/2004
FOIA/SYS Case #: 1998-0004-F[2]
Re-review Case #: 2005-0426-S
P-2/P-5 Review Case #:

AR Case #:

AR Disposition:
AR Disposition Date:

Presidential Records Act - [44 U.S.C. 2204(a)]

P-1 National Security Classified Information [(a)(1) of the PRA]

P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P-3 Release would violate a Federal statute [(a)(3) of the PRA]

P-4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed of
gift.

PRM. Removed as a personal record misfile.

_OA/ID Number:

Open on Expiration of PRA
(Document Follows)

By _9,& (NLGB) on (0/24/05

29186-011
Appeal Case #:

‘ Appeal Disposition:

' 7MR Casé #:

Disposition Date:

MR Disposition:
MR Disposition Date:

RESTRICTION CODES

Freedom of Information Act - |5 U.S.C. 552(b)]

(b)(1) National security classified information [(b)(1) of the FOIA]
(b)(2) Release would disclose internal personnel rules and practices of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

(b)(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

(b)(9) Release would disclose geological or geophysical information




DEPARTMENT OF THE TREASURY
WASHINGTON

ASSISTANT SECRETARY
AND COUNSELOR
TO THE SECRETARY

MEMORANDUM FOR FREDERICK D. McCLURE
ASSISTANT TO THE PRESIDENT

FROM: HOLLIS S. McLOUGHLIN/’ -"//
ASSISTANT SECRETARY (POLICY MANAGEMENT)

SUBJECT: Presidential Election Campaign Fund

In mid-1990, the Federal Election Commission ("FEC")
requested that the Treasury Department prepare regulations
concerning allocation of money in the Presidential Election
Campaign Fund (the "Fund"). The FEC was projecting that there
would be a shortfall in the Fund for the 1992 and later
Presidential elections and wanted guidance as to how money in
the Fund would be allocated in such an event.

In May, 1991, the Treasury Department published the
requested regulations. Those regulations -- promulgated by
the IRS -- provide that money in the Fund may not be allocated
to primary matching payments unless there is sufficient money
in the Fund to cover required payments for the Presidential
conventions and the general election.

The regulations are premised on Treasury's longstanding
reading of the existing statute governing the Fund. The
statute provides that money in the Fund is to be allocated
first to the conventions and then to the general election.
The statute further provides that primary matching payments
can be made only after the Secretary of the Treasury
determines that amounts "are available" for the conventions
and the general election. Based on this, Treasury concluded
that the statute required that money must be set aside to
cover these payments before other money could be spent for
primary matching payments.

Critics of the regulations (including the FEC) argued
that estimates of future receipts in the Fund should be taken
into account by Treasury in determining allocations to primary
matching payments. They argued that failure to do so would
benefit the incumbent President, who would likely have most,
if not all, of his claims for primary matching payments to the
FEC before January 1, 1992. However, Treasury concluded that
the reqgulations, as promulgated, do nothing more than
implement the requirements of the statute as passed by
Congress and that Congress could change the underlying statute
if it chose to do so.



A proposed amendment to the Treasury appropriations bill
would make a statutory change. The amendment provides that
Treasury would make primary and general election payments
"taking into account amounts estimated to be transferred to
the Fund during the calendar year of the election."

It should be noted that the amendment, as drafted, will
not solve the underlying problem of inadequate funding of the
Fund. 1In addition, while the amendment resolves the issue of
the use of projections in making primary matching payments, it
creates other interpretative problems.

Any use of projections necessarily creates the
possibility that, if the projections look too far into the
future or are 1naccurate, there may be insufficient money in
the Fund to make certain payments when due. This problem
becomes particularly acute because primary matching payments
are made earlier than general election payments (January
through June compared with July - September). If primary
matching payments are based on overly optimistic projections,
there may be insufficient cash to make the general election
payments, even though the general election payments have a
higher priority statutorily. Since the current statute makes
it impermissible to use money from any other source to make
these payments, without any other change the possibility will
exist that only a portion of the general election payments
will be made when due (with the balance to be paid when more
money comes into the Fund).



THE WHITE HOUSE
WASHINGTON

October 2, 1991

MEMORANDUM FOR THE ECONOMIC POLICY COUNCIL

FROM: J. FRENCH HILL
EXECUTIVE SECRETARY

SUBJECT: Attached Speech by
Secretary Brady

In following up on the EPC Meeting
regarding banking and the credit crunch on
Friday, September 27, 1991, I have
attached the following speech by Secretary
Brady to the Atlanta Rotary Club. I hope
you find this useful and informative.
Thank you.

Attachment



" TREASURY NEWS

Department of the Treasury ¢ Washington, D.C. ¢ Telephone 536;2041

TEXT PREPARED FOR DELIVERY
EMBARGOED UNTIL 1:00 P.M.

REMARKS BY
NICHOLAS F. BRADY
SECRETARY OF THE TREASURY
TO THE
ATLANTA ROTARY CLUB
SEPTEMBER 30, 1991

Thank you, Rankin.

It's great to be back in Atlanta -- home of the Atlanta
Braves, the Atlanta Falcons, the 1996 Summer Olympics, and John
Robson, who used to be Dean of the Emory Business School and is
now doing a great job as Deputy Secretary of the Treasury.

! And, I'm privileged to have the opportunity to speak to this

| distinguished group. Many people believe that those of us in

| Washington do not know, or understand, what is going on in the
real world -- that we are out of touch and living in a bubble
inside the Washington Beltway. The President held two long
meetings this past week with Cabinet members on the economy, and
I can promise you, as long as you have a President like George
Bush, you can rest assured that the message from Main Street will
get through.

And one of the messages we have been hearing is that the
credit crunch, and its effect on the economy, is a number one
priority -- and not only here in Atlanta.

As we enter the fourth quarter of 1991, economic signals
continue to read like mixed metaphors. The economic recovery,
which began in the third quarter, is on track, although there are
pockets of the economy where the recession clearly still lingers.
Historically, the early stages of a recovery tend to be uneven,
and this particular recovery seems to be following just such a
bumpy route.

Assessments of the health of the economy are based on a
variety of statistics, and the economy has, in fact, recorded a
string of favorable statistics. These numbers indicate the
economy turned the corner in the second quarter and is on the way

up.

NB=1478




- The leading indicators, which typically point to the
pace of future economic activity, have risen for six
straight months.

- Industrial production, led by manufacturing, has also
been on the rise for five months, and low inventories
suggest that expansion will continue.

- Inflation is under control, currently averaging below
three percent.

- The Fed funds rate has fallen 300 basis points since
July 1990 and is now just over 5 percent.

- And the discount rate is down to five percent from last
year's seven percent -- an eighteen year low.

But statistics don't mean much to people who aren't
participating in the good news yet.

e The unemployment rate is down to 6.8 percent, but for
the people who make up that 6.8 percent, that statistic
is meaningless.

- There have been signs of recovery in the housing
market, but they are fitful and sluggish.

i And most importantly, consumer confidence has not yet
bounced back.

There is a statement often quoted in Washington that says
"perception is reality". That saying can easily be applied to
economic recovery. For the American people to perceive that
economic recovery is here, they must believe that Congress, the
Administration, and American businesses are doing all we can to
promote that recovery. And until the recovery actually touches
people's lives, all the economic statistics in the world will not
convince them the recovery has arrived.

We must make the connection between perception and reality,
and we can do that by addressing aspects of the economy that can
add or subtract to economic growth. Most economists state that
the recession has ended, and the economy is on track. But now we
must continue to work to see that the recovery is not
sidetracked.

One of the aspects of the recovery that is not on schedule
is the availability of credit. If corporations are to expand and
increase production, they must have access to credit. If small
businesses, the traditional source of new job creation, are to be
able to grow and perform that job-creating function, they must



have access to working capital. If homebuilders are to be able
to meet downstream demand for new homes, they must have access to
construction loans. If consumers are to release pent up demand
for big ticket items, they must be able to obtain credit.

With the decline in the federal funds rate, credit should be
more affordable than ever. And banks do have the liquidity to
make loans. But they aren't making them.

There are numerous causes of the credit crunch. Clearly,
the recession is a major cause. The downturn in the economy made
financial institutions more cautious about lending, and
businesses more cautious about borrowing. The recession scored a
direct hit on the balance sheets of banks whose portfolios were
not adequately diversified.

And, the recession resulted in an increase in non-performlng
loans in bank portfolios. When non-performing loans rise,
bankers become more conservative, and regulators get nervous.

For example, bank non-performing assets in real estate alone
jumped 72 percent from March 1990 to March 1991. It is not
surprising, then, that the credit crunch has been most evident in
the real estate industry.

And in the real estate industry, the real problem is in
commercial real estate. Ten years of overbuilding contributed to
the problem. Fifty percent of current office space was built
during the 1980s, and demand did not keep up with supply. If you
have ever flown into Dulles Airport, about 20 miles outside
Washington DC, you know what I mean. The route to that airport,
which used to be lined with trees, is now a solid wall of high-
rise office buildings -- and many of them stand empty. Every
city has its horror stories, and that reflects the fact that
national vacancy rates for office space increased from eight
percent in 1980 to twenty percent in 1990.

In addition to the recession and overbuilding in commercial
real estate, you can add the presence of regulatory overkill. As
examiners became more nervous over the tilting of bank balance
sheets, some individual examiners have overreacted to bank
losses, and to Congressional criticism that regulators have been
too lax. The result has been to create a "fear factor" in the
banking system, and a hesitancy on the part of bankers to make
any new loans which might be questioned by an examiner.

The Administration is taking steps to address this problem,
and John Robson has taken the lead for Treasury. For over a
year, John, Alan Greenspan of the Federal Reserve, Bob Clarke of
the OCC, Bill Seidman of the FDIC, and Tim Ryan of the OTS, have
met with bank and thrift examiners to make sure they know they
should not be part of the problem -- they have to be part of the
solution.



This group, and others, have held over 150 meetings around
the country with regulators, bankers, and borrowers to identify
problems and work toward solutions. Some of the most effective
of these meetings have been regional meetings that include
Members of Congress, regulatory supervisors, bankers and
borrowers. Congressman Gingrich has been very instrumental in
coordinating this "town meeting" effort with his colleagues in
the House, and in fact, this morning I attended a credit crunch
meeting organized by Congressman Gingrich in Clayton County.

The message we hope to convey at these meetings is that
financial institutions should be making loans to worthy
borrowers, and we are working to get that message out. Over the
past several months, we have worked with the reqgulators to
achieve changes in regulatory policy and regulatory attitudes
based on the use of balance and common sense. The regulators
have issued a number of directives, beginning in March of this
year, which have:

- Made clear that liquidation value appraisals should not
be used;

-—- Allowed banks with real estate concentrations to work
with existing borrowers and make sound new loans;

-—- Facilitated the restructuring of troubled credits;

s Allowed commercial real estate loans to be prudently
refinanced by banks without regulatory criticism.

- And, clarified lender liability under Superfund
legislation.

We believe these new guidelines will make a difference. As
we have seen, the credit crunch has many causes, and regulatory
zeal cannot be blamed for the entire problem. Each banker has
his or her own board of directors and shareholders to whom they
must answer. But it is a burden on the economy when banks do not
perform their traditional role of providing loans. The financial
world is changing, and the traditional role of banks as lenders
has already been eroded as the market has developed new ways of
raising capital.

Corporations raise capital through commercial paper.
Consumers now use credit cards and personal finance corporations
when they need additional credit. They get auto loans from GMAC
and Ford Motor Credit, they save at Merrill Lynch and Sears
Roebuck, and they even have checking accounts with Vanguard and
Fidelity mutual funds.



I am sure each of you could provide your own reasons for the
slowdown in credit availability. But the essential fact is that
banks are not performing their traditional function as "shock
absorbers", lending to businesses and individuals to help pull
them through the tough times. Our financial institutions were
weak heading into this recession. Instead of making loans to
tide people over, they were forced to pull back and look out for
themselves. Today, the banking industry is under stress, and
that's not just a problem for the banks -- that's a problem for
business. Financial institutions and businesses must work
together if we are to see continued economic growth and more
jobs.

At the President's urging, we in the Administration will
continue to work with the regulators and the examiners to clarify
regulatory guidelines and give examiners the confidence to
perform honest, fair and balanced examinations of banks. We will
also continue to work with the banking and thrift industries, as
well as other business groups, to identify regulations and exam
practices which are believed to contribute to the problem. We
have heard many horror stories about draconian examinations, but
most are from unnamed sources. If bankers believe exams, or
examiners, are unfair, they need to step up and voice that
concern.

Fear of retribution by the same examiners is the reason most
given for the lack of official complaints. If that is the case,
then bankers should work with us to devise an appeals process for
examinations which alleviates that concern. All four regulators
have assured me they have a strong commitment to address this
problem, but we cannot solve nameless, faceless accusations. And
we will not make examiners -- or regulators -- the scapegoats
for bankers who have decided not to lend.

Addressing the credit crunch is a battle which must be waged
in the short term to make the economic recovery a reality. We
must also continue to work with the Congress to pass the
President's economic growth package. When I say "work with the
Congress", I have to admit to a certain level of frustration.

The Administration is criticized for not having a domestic growth
plan, but in fact, the Congress has chosen to ignore the
President's plan.



In February of this year, the President proposed a package
of economic growth incentives as part of the FY 1992 budget --
but the Congress has yet to act on a single one. The President's
growth plan includes proposals which made sense at the beginning
of this year, and make even more sense now. Our program would:

- Reduce the capital gains tax rate;

- Enhance personal savings through an expanded Individual
Retirement Account (IRA) and the Family Savings
Account;

- Make the Research & Experimentation (R&E) tax credit
permanent;

- Increase federal investment in science, technology and
infrastructure;

— And keep the pay-as-you-go system in the budget process
to ensure that any new spending must be offset by
decreased spending elsewhere in the budget. This
restraint on federal spending is working, and we must
keep it in place to bring down the deficit.

Finally, we must reform the antiquated laws governing the
banking system to make banks safer, sounder and stronger. We
must pass the President's comprehen51ve banking reform
legislation now before Congress. It is just good common sense to
help banks renew the value of their franchise by strengthening
their capital positions, and encouraging more diversified
portfolios.

Congress has been considering the Administration's financial
services reform proposal since March, and the lines of the debate
have been clearly drawn. Those who oppose the Administration's
bill, who want to leave things as they are, would have you
believe that reform is simply deregulation. 1It's not. These
opponents support measures which would take the banking industry
backwards, restrict competition, and protect special interests.

The financial services industry needs progressive reform
which encourages competition and shuns the protection of special
interests. There are strong advocates of responsible change on
both sides of the aisle -- Democrats and Republicans. In fact,
Georgia Congressman Doug Barnard is one of the leaders for
comprehensive reform because he knows strong banks and financial
service firms are a key to the economic health of our country.



Although we are entering an election year, economic growth
should not be a partisan issue. When the economy is growing,
jobs are created, personal income rises, businesses expand and
increase production, and the standard of living is higher for
everyone. We must make the economic recovery a reality that is
perceived by everyone, and with your help, we can make that
happen.

###
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September 16, 1991

SUBJECT: Telephone Call to Richard Breeden

FROM: Robert Gl

\EF ot STAFF
MEMORANDUM FOR GOVERNOR _ THE CH art M
auberii;

Secretary Brady asked that I forward to you Talking
Points for a telephone call to Richard Breeden regarding the
Energy & Coumerce Committee's nark~up <f the Administration's
banking bill. Talking points are attached.

Secretary Brady talked with Boyden Gray on Friday about
making a similar call. Substantially the same talking points
have been forwarded tc him.

The Telecommunications & Finance Subcommittee of Energy
& Commerce marked up their bill yesterday. It contains only
minor revisions of the bill originally drafted by Congressmen
Dingell and Markey. The full Energy & Commerce Committee will
mark-up sometime next weelk.

Attachment
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TALKING POINTS POR GOVERNOR SUNUNU'S TELECON W/ RICHARD BREEDEN

I understand that Dingell wants to mark up the House
Banking bill in the Ene;gy and Commerce Committee to

-~ He wants to eliminate the ability of
insurance companies and diversified financial
companies to buy banks, which T know you
oppose.

But he also wants to pPile on a series of rigid
"firewalls® between the bank and any new securities
activities and to codify these firewalls in statute.

While some firewalls are cbviously necessary to protect

I was troubled to learn that the SEC has actually
helped Dingell develop some of these anticompetitive
firewalls and that you have put your blessing on themn.

== As I understand it, yeu didn't give anyone in
the Administration a chance to see the SEC's
Proposals before you gave them to Dingell.

== I gather the amendments also greatly enhance
the SEC's requlatory turf at the expense of
bank regulators.

I know you may disagree with the Administration's bill
on some of the details of the firewalls, but T
understand from Treasury that several of them are
"kKiller amendments® —= if they're adopted, the banking
industry will adamantly oppose, and Glass~Steagall
reform will go out the window.

The SEC's support of these amendments is directly
undermining the Administration's efforts and is playing
directly into the hands of Dingell.

== 8¢ is the beginning of a turf war between the
SEC and other regulators.

The Administration's bill gives plenty of regulatory
authority to the regulators to impose tough
firewalls -— we don't need to harden these firewalls
into statute.

Stop undermining the Administration; work with the
Ireasury; stop working with the cther side; major
portions of the banking bill could bang in the balance.



TEL. 202 566-2533

NICHOLAS F. BRADY

Z,\;MMZ) W

ROOM 3330
1500 PENNSYLVANIA AVENUE, N.W.
WASHINGTON, D.C. 20220



ASSISTANT SECRETARY

1)

2)

3)

4)

5)

DEPARTMENT OF THE TREASURY
WASHINGTON

Status of Treasury Initiatives

Banking Reform. Banking Reform remains the Department's
top legislative priority. Senate floor consideration is
expected in late September or early October. House
floor consideration is expected in mid-October.

RTC Funding/CEO. Additional RTC funding is necessary by
November 1, but legislation is unlikely to reach the
floor in either chamber until October. An estimated
additional $80 billion will be needed to complete the
job. We hope to name a CEO by the end of October.

Gene Rackley of Heidrick and Struggles has agreed to
assist with the search.

Credit Crunch. The Department continues to work with
the four federal bank and thrift regulators to collect
information on credit availability and examine ways to
alleviate the credit crunch. The regulators continue
to meet with bankers, businesses, and consumers at
regional meeting sponsored by Congressmen.

Insurance Industry Review. Several chapters of the
Department's review of the insurance industry are
scheduled to be released in October in response to
questions raised by Senator Riegle. The Department
expects to release the complete review before the end
of the year.

Solomon/Government Securities Act (GSA) Re-

authorization. The Senate passed permanent re-
authorization of the GSA prior to the August recess
which would give the Department permanent authority to
write rules governing transactions in the government
securities market. With the revelations surrounding
Salomon Brothers, the House and Senate could well
expand the scope of the legislation.

Treasury has responded to violations in the government
securities market by: requiring verification of large
bids in writing; publicly disclosing information on
Treasury borrowing needs two days before the
announcement of regular mid-quarter funding;
accelerating the joint automation project with the Fed;
formalizing the information sharing process with the
Fed and the SEC; and codifying Treasury auction rules.

9/16/91



6)

7)

8)

9)

10)

11)

12)

Government Sponsored Enterprises (GSEs). Treasury
continues to work toward the passage of legislation to
improve the financial regulation of GSEs. Discussions
continues with House and Senate Committees to improve
reported legislation with respect to capital
requirements, regulatory structure, and the extent of
enforcement powers granted to regulators.

Tax Systems Modernization. The IRS is comprehensively
updating their information system to improve all
aspects of taxpayer services and compliance operations.
The modernization effort is expected to reduce taxpayer
burden, enhance levels of service to the public,
increase voluntary compliance, and minimize costs to
the government.

BCCI. Treasury will continue to be an active
participant in the ongoing congressional hearings and
investigations regarding the illegal activities of
BCCI. Omnibus Money Laundering Legislation moving
through the House and the Senate will 1likely include
provisions to address BCCI related concerns.

Soviet Union. Secretary Brady will travel to the Soviet
Union September 17-20. Major issues to be addressed
are: progress of economic reform; external financial
situation; membership in International Financial
Institutions; and possible technical and humanitarian
assistance.

Eastern Europe. The Department continues to provide
technical assistance to Central and Eastern European
countries to develop private financial institutions and
to reform governmental regulatory and policy agencies.

IMF Quota Increase. The Senate Foreign Relations
Committee has resumed consideration of legislation
providing for a $12 billion increase in the U.S. quota
in the IMF. The House Banking Committee is expected to
consider legislation in late September. The deadline
for completing the quota increase is December 1991.

Enterprise for the Americas. The Department continues
to work toward obtaining Congressional authorization
for additional debt reduction, the U.S. contribution to
the Multinational Investment Fund, and Ex-Im Bank and
CCC debt swaps. All three are essential to permit full
implementation of the Initiative.

The Environment for the Americas Board will become
operational in its role of overseeing the environmental
element of EAI. The Board's first meeting will be held
in September.



13)

14)

15)

Debt Reduction. Eight countries (Mexico, Philippines,
Costa Rica, Chile, Venezuela, Morocco, Nigeria, and
Uruguay) have negotiated agreements with their
commercial banks based on IMF and World Bank programs.
Similar negotiations are now underway with Bolivia,
Poland, Argentina, Ecuador, and Brazil.

IMF/World Bank Annual Meeting. The Secretary will lead
the U.S. delegation to the IMF/World Bank annual

meeting in Bangkok, October 15-17. Debt reduction,
Soviet relations with the International Financial
Institutions, and the outlook for the world economy
will be discussed.

Customs. A Blue Ribbon Panel, convened by the
Commissioner of Customs in June, issued its Report in
early August. The Report focused on deficiencies in
enforcement and internal affairs. The Department has
accepted the Report's recommendations to improve
oversight and inspection and is in the process of
developing a plan of implementation.




THE WHITE HOUSE

WASHINGTON

September 6, 1991

NOTE FOR SECRETARY BRADY
FROM: JOHN H. SUNUNU

I was asked to gét a copy of the this over to you
to add to your light reading!

Attachment
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February 12, 1991

Destroying Real Estate Through the Tax Code

by Roy E. Cordato

Economic Policy Bulletin No. 48

In Destroying Real Estate Through The Tax Code, IRET Economic Policy Bulletin No.
48, senior economist Roy E. Cordato states that, “In constructing the Tax Reform Act of
1986, legislators could not have done a better job of destroying this market [real estate] if
they had consciously set out to do so."

Cordato asserts that:

« The decline in the real estate industry has been a major contributing factor in the
recession currently facing the economy.

« The real estate decline can be attributed in large part to tax changes made by the
Tax Reform Act of 1986 (TRAS86).

+ Provisions of TRAS86 that hit real estate particularly hard were:
 the 40% increase in the top capital gains tax rate,
+ the passive loss limitation rules, and
« the more than 60% lengthening of the tax write-off period for real property,
and the adverse change in the depreciation method.

« The decline in real estate market values is a major contributing factor in the
demise of many savings and loan companies.

e The S&L bailout, in turn, has led to further declines in real property values,
creating additional problems in the real estate industry.

+ A pro-growth tax agenda should include correction of TRAS86'’s mistakes in regard
to the tax treatment of real estate. This would be good for both the real estate
industry and the economy as a whole.

Institute for IRET is a non-profit, tax exempt SO (c)(3) economic policy research and educational organization devoted to informing the public about policies that will
Researchonthe promote economic growth and efficient operation of the fiee market economy
Economics of 1331 Pennsylvania Ave., N.W,, Suite 515, Washington, D.C. 20004 (202) 347-9570
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Destroying Real Estate Through the Tax Code

Real estate is a major sector of the U.S. economy, and the level and growth of activity
in real estate development, construction, finance, and sales exert significant influences on
production and income throughout the economy. The sharp decline of the real estate
industry occurring over the past five years is one of the prime sources of the Nation's
current recessionary woes. Many of the problems in real estate markets since 1987 can
be traced to tax code changes that were made in 1986. In constructing the Tax Reform
Act of 1986 (TRAS6) legislators could not have done a better job of destroying this
market if they had consciously set out to do so. As a consequence, TRA86 had an
important hand in creating the mess that currently faces the savings and loan industry
and, as a result of the Bush bailout program, the tax-paying public.

All of the important evidence shows that a serious downturn in housing and real
estate markets began shortly after the enactment of TRA86. There has been a reduction
in housing starts every year since enactment of the tax reform legislation. All housing
starts were down by 36% in the 1986-1990 period with multifamily housing starts,
primarily built for investment purposes, down by 71%.

Three major changes in the tax law contributed to this result - the elimination of the
capital gains tax differential, the passive loss limitation rules, and the lengthening of the
tax write-off period for real property. Each of these tax changes represented a movement
away from economically efficient tax policy. Combined, these changes in the law made
real estate investment less attractive and reduced the market value of existing real estate.
These tax changes not only reduced investment in new housing and construction, they also

created an incentive to unload properties that were currently being held while increasing
the difficulty of doing so. '

Probably the most widely debated change to take effect as part of TRA86 was the
40% increase in the capital gains tax. This tax increase itself reduced the market value
of all real estate investments held at the time.

Most returns on investment in real estate are realized in the form of capital gains.
Under pre-1986 tax law, which allowed a 60% capital gains exclusion, an individual in the
top 50% tax bracket would pay, after the exclusion, a marginal rate of 20% on any
realized capital gains. TRA86, while lowering marginal tax rates on other income, ended
up increasing the top rate on capital gains by eliminating the exclusion and treating
capital gains as ordinary income. This meant an increase from a top marginal rate of
20% to as high as 33%. More concretely, someone in the top tax bracket who made an
investment in real estate before 1986 expecting to keep $.80 on every dollar of capital
gain was suddenly faced with a situation in which that return would be reduced to 3.66

Institute for IRET is a non-profit. tax exempt 501(c)(3) economic policy research and educational organization devote< 1o informing the pubiic about policies thet w"
Researchonthe  promote economic growth and efficient operation of the free market economy.

Economis of 1331 Pennsylvania Ave.. N.W, Suite 515, Washington, D.C. 20004 (202) 347-9570
Taxation
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W the porson were in the new 33 tan bracket (e, the bubble) or .72t they were in

the 8¢ bracket. This depressed the value of real estate generally, causing property
values 1o dedline. Many profitable real estate investments became marginal or sub-
marginal.

Adversely affecting real estate even further was TRA86's lengthening of the write-off
period for depreciable real property. This also had the effect of reducing the market
value of real estate.

Before 1986, under the Accelerated Cost Recovery System, the cost of an investment
in real property could be written off over 19 years, using the 175% declining balance
method of depreciation. This method allows a larger proportion of the investment cost
to be written off in the earlier years of the depreciation period. The 1986 Act not only
lengthened the cost recovery period of most real property - non-residential property to
31.5 years and residential rental property to 27.5 years - it also eliminated the 175%
declining balance write-off method. Instead, it required the use of the straight line
method. This method of depreciation simply divides the entire cost of the investment by
the number of years in the cost recovery period and allows this amount to be deducted
from taxable income in each of the years.

These changes in the cost recovery provisions significantly decreased the present value
of real property tax write-offs and, hence, increased the present value of the taxes to be
paid on the returns on investment in such property. The result was a reduction in the
value of these investments. Everything else equal, the value of any tax write-off is
reduced as the cost recovery period is lengthened. This is because a dollar is worth more
to someone now than it is at any point in the future: the further into the future the dollar
can be realized the less it is worth today. At any given discount rate, therefore, the
further out in time that a dollar can be deducted from taxable income, the less that dollar
is worth to the investor now. By increasing the cost recovery period over 60% and by
shifting much of the cost that could be recovered from the earlier to the later years of the
period, TRA86 decreased the value of real estate both to current holders and to all
prospective buyers.

This further compounded the problems that were created in hiking the capital gains
tax. The longer write-off period reduced the market value of the property and therefore
reduced the amount of any capital gain. To add insult to injury, these reduced capital
gains are now taxed at a higher rate.

Some might argue that the negative consequences of increasing the capital gains tax
would be reduced by the lengthening of the cost recovery period. To be sure, extending
this period, together with the slower write-off method, reduces the capital gain subject to
tax even if market prices were unaffected. These tax changes slow the decrease in the
basis of the property for tax purposes. Therefore, given the proceeds of any specific sale,
the amount of the taxable gain is reduced. One might conclude that this change in
allo»wable write-offs would offset, at least in substantial part, the adverse effects of
exposing capital gains to ordinary tax treatment. Any such offset, however, would be
minar-compared with the tax-induced decrease in the market value of real property.

L
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Atthe tme TRANs was being debated some aigaed, as a justification for the change,
that the pre-1986 tax treatment of real estate provided a tax preference for investment
in real property. Because of this, it was argued, the tax law was causing inefficient over-
investment in real estate at the expense of more productive investment in other kinds of
capital. The change in the law was seen, then, as a move in the tax code to a more
efficient treatment of real estate investment.

This assessment is wrong. If tax policy is to be efficient, i.e., if it is not to favor one
kind of investment over another, all investment costs should be expensed, that is they
should be written off in the year that they are incurred. Equivalently, if costs are to be
written off over an extended period of time, the depreciation system should insure for all
properties that the present value of the deductions equals the cost of the property. Tying
the cost recovery period to the "life" of the investment actually creates a bias against

investment in “long-lived” capital, i.e. capital that is expected to be useful for a relatively
longer period of time, such as real estate.

This goes back to the point that the longer the cost recovery period the less valuable
any tax write off becomes. Given a choice between two investments that would be of
equal value in the absence of taxes, one in real estate with a 31-year amortization period
and the other in an investment that allows a shorter cost recovery period, the real estate
investment will look relatively less attractive after taxes are considered. The less valuable
tax write offs for real property reduce its value relative to other possible investment
alternatives. A tax code that allows expensing of costs puts all investment on an equal
footing in the eyes of the tax collector and the investor. Because TRA86 moved away

from this ideal, it did not eliminate a bias in favor of investment in real estate but
exacerbated a bias against it.

The third strike against the real estate industry was the rule limiting the deductions
of so-called "passive investment" losses. This change divided people’s capital income into
two categories - passive and active. For income to be categorized as active, the taxpayer
must "materially participate” in the activity that generates the income. The rule allows
costs associated with passive investments to be deducted only against passive sources of
income. Real estate is especially discriminated against under this provision. With minor
exceptions, all income from investments in real estate is considered "passive,” regardless
of the level of the investor’s participation in the activity that generates the income. If, in
a given year, a real estate investor has losses with no passive income to offset them, then
those losses cannot be deducted from taxable income in that year. The only exception
is for investors in rental property who actively participate in the investment and have an
adjusted gross income (AGI) of under $100,000. This class of investor can deduct up to
$25,000 in losses from “active" income sources. Nondeductible costs may be carried over
to future years when passive income might be realized, but as shown above, this deferral
of the deduction must reduce its present value. For investors exposed to this limit, then,
the present value of their tax liabilities on the investment's returns increased. In turn, this
exerted a significantly depressing effect on the market value of real property.

Prior to 1986, much real estate investment was done by passive investors. It was
common for syndicates of investors to pool their resources in order to invest in property,
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commercial or residential. They would then hire management companies (o run the
operation. TRAS6 reduced the value of these kinds of investments by limiting the extent
to which losses associated with them could be deducted from the investor’s gross income.
This, in turn, encouraged the holders of loss-generating properties to try and unload them,
which contributed further to the problem of sinking real estate values. This turmoil and
repositioning in real estate markets was caused not by changes in market conditions but
completely by changes in the tax law.

There is no sound economic reason for making a distinction between “passive” and
“active" income. The division is completely arbitrary. It promotes the fallacy that income
that isn’t obtained through physical labor is somehow "unearned," and consequently.
should be more heavily taxed than labor compensation. In fact, such “passive”
investments are one of the fundamental engines of economic growth. Their primary
function is to provide the capital by which other, non-passive activities, grow. This was
clearly the case in real estate. These investments helped significantly to increase the stock
of housing and other structures. The fact that the investors hired others to manage the
operations was simply the result of an efficient division of labor within the market. To
penalize this efficiency is absurd.

The adverse effects of the 1986 tax changes on real property values were a major
contributing factor in the collapse of many savings and loan institutions. Mortgages and
similar real property loans constitute a significant portion of S&Ls’ portfolios of assets.
Significant declines in the market value of real properties, then, would result in the
erosion of the value of these institutions’ major assets. In the final analysis there could
be a reduction of their capital to perilously low levels - leaving some institutions with
negative capital values.

The S&L bailout program, itself, has also contributed to distress in the real estate
industry. Efforts by the Resolution Trust Corporation to dispose of properties taken over
in the closing of failed or failing S&Ls artificially add to the stock of real property on the
market and exert downward pressure on market values. This additional decline in real

property values further imperils lending institutions that might otherwise be in relatively
good financial condition.

In this case, the interest of one industry is also in the interest of the economy as a
whole. The changes brought about by TRA86 concerning capital gains taxation, the cost
recovery periods and write-off methods for real property, and the deductibility of passive
losses were all at odds with good tax economics. These changes should be rescinded. To
do so would not only add new life to a sagging real estate industry but would help to put
the economy as a whole on a sounder footing.

v

Roy E. Cordato
Senior Economist

2

Note: Nothing written here is 10 be construed as necessarily reflecting the views of IRET or as an attempt
to aid or hinder the passage of any bill before Congress.
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GUEST COMMENTARY

A step toward healing economic woes

Capital gains tax cut could lift realty values

Editor’s note: The following column by
nationally syndicated economice writer
Warren T Brookes offers analysis that
supports the NATIONAL ASSOCIATION OF
REALTORS®’ position in fovor of @ capital
gains tax cut for real estate. The column is
reprinted with permission of Warren T.
Brookes and Creators Syndicate.

There are a growing number (though bot
& majority) of economists who worry that
this recession—which should be mild and
short —could easily turn into something
very much worse.

The reeson? Since 1989, banks have vir-
tually stopped lending. Though the Federal
Reserve Board has been easing rates, it is
“pushing on & string.” The money trough is
flowing with liquidity, but the horses
(banks) are not rushing to drink because
they have a much more serious problem:
crashing real estate investment values—
down more than 70 percent since 1986 and
still falling.

To bank regulators and stockholders,
this means more and more bank capital has
o be set aside in reserves Lo cover the very
large implicit paper losses on real estate
loana.

Lese capital means banks have to reduce
their total lending or find new sources of =
capital But, with real estate values falling,

. Unless this self-reinforcing value hemor-
rbage can be stanched—and quickly—we
have a recipe for & major banking collapee
with serious repercussions throughout the

stopped —quickly.

1f you doulst this, you need only consider

how tax-sensitive real estate value is. That
value is the direct result of the income (rent
and capital gaine) any property can gener-
ate, at a roughly 10-to-1 ratio, value to in-
come (assuming a mortgage rate of 10 per-
cent).
Every doflar of that imputed afler-tax
income diverted to higher taxes, real prop-
erty or income, reduces the value of that
real estate by $10 and vice versa. What fu-
eled the Massachusetts real estate boom
from 1981 to 1987 (when total values rose
22 percent a year) was the Proposition 2%
tax cut of 1981-1983, which slashed total
implicit property tazes by some $7 billion
over a six-year period. It’s no surprise total
values, which had been stagnant, rose more
than $30 billion in constant dollars.

If you understand this, you will not be
surprised 1o know that, following the 1978
and 1981 capital gains tax cuts, the Stand-
ard & Poor’s Real Estate Investment Trust
Index shot up by more than 110 percent—
87 percent from 1981 Lo 1986 alone. Those

6. .

Until real estate
investors have some
reason to go back into
this market, the bank
crisis will worsen, and the
economy will not recover
on Fed policy alone.’?

apprecistion income away from taxes.
That fueled a major 80 percent rise in sin-
gle-family and multifamily (residential)
construction.

But following the 1988 Tax Reform Act,
which raised the capital gains tax rate by
40 percent and simultaneounly took away
ost of the real estate tax breaks for multi-
family construction, the Real FEstate In-
vestoent Trust Index plunged 70 percent.
Nearly 40 points were lost the first year,
when the economy was strong.

Not surprisingly, commercial end resi-
dential construction has fallen 40 percent
below the 1986 level On multi-unit com-

their commission rate?

VOICING YOUR VIEWS ...

In heeping with the theme of the NATIONAL ASSOCIATION OF REALTOEY®—The Voics
« for Real Bstote— REALTOR NEWI® conducts regular

wice their wiews on current topics. Staff member Doria Britton conducted this survex
Do you think brokers should ask for higher commissions
when home sales are slow? Or should they offer to lower

wmw;ﬂ&hkdqmﬂnh&kwm&nwh
increased cost of doing business.” Walter 8. Sanford, Sanford Growp Inc.

struction, the drop has been more than 65
percent.

In short, since 1386, we have been in &
real estats depression, which not oaly more
than tripled the savings and loan bedout
cost but is now dragging the rest of the
economy right down with it

Polyconomics Inc.'s ecooomist David
Goldman points out that its supply-side
model not only predicted this real estats
value crash but now projects that if the
present 28 percent rete remains un-

real estate values will drop an-
other 13-20 percent in 1991. “Our modal
points to a sobering coachsion: Without &
reduction in the capital gaine tax rate, the
United States will face cooditions similar
t0 ...the 1979-1981 period.”

On the other hand, the Polyconomics
mwodel also projects that merely indexing
capital gaine for inflation but leaving the
rate unchanged will rnise values 11-19 per-
cent, while cutting the rets Lo 18 percent
raises values 19-27 percent

One thing is clear: Until real estate in-
vestors have some reeson to go beck into
this market, the bank crisis will worsen,
and the economy will not recover oa Fed
policy alone. The resulting depression will
be remembered for two Georges, Mitchell
and Bush.

mini-eurveys in which members

Bellingham, Wash : "] think the commission should be kept the same. I doa't
think it's faif 10 the general public to ruise the commission in a slow market. The job of
ﬂuchh““ﬂhnhwﬂk‘u”wﬂymwh
maintain consistency and integrity, we should keep it the seme.” David N. Hansea,
ERA Lakewsy Rsalty Inc.

Key Colony Beach, Fla: “T really foel they (brokers) probebly should incresse
their commissions because they are going to have to work barder to sell the property.
However, with market conditions slowes, most of your clients will attecpt to give you &
Lower commission if they are able (o talk you into it because they feel they are doing you
gmhdeQW'smGwdo'.KquwaM

Blackwood, N.J.: “The marketplace dictates that rates should be higher. If the
market is slowez, the broker has a Jot more work to do. If he knows up front that be's
pinﬂobeoomnulad{wphguuumm.he'lvmin(wupmdlbeum'Wdt
Nicbolsom, Century 21 Nicholson.

Glendale, Ariz.: “1 really don't think that in rough times we should raise our
wmmiuion'l‘bmﬁztphaiwwhemhuithldon‘tthmnpinmythim
bynhin‘commiuiomltqnbcnwmﬂtothepublic.lmix\lwchaﬂdhveitnit
is and do @ better marketing job.” Bill Beard, Bill Beard Real Estate.

Houstoa: “I think issions should stay the same. In slower times the higher
commission would drive off business. On the other hand, lowering commissions would
start price wars. I would ratber remain with the status quo, which would be healthier
for business in the loog nm.” Pat Ball, Merrill Lynch Realty.

Sandwich, IML.: “T think, depending on the price range, the commission should be
raised if the bome is sold within s0 many days.” Judy Gustin, Mlini Realty.

Morristown, NJ.: T don't feel lowering the commission would be advantageous
for anyooe in these times. ln.oomecueo..oﬂem-hid\doommhbow!hnﬂw
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FEDERAL REGULATION OF COMMERCIAL BANKS

BANK HOLDING COMPANY

Regulated by FRB

Number:
Assets:

5,878
$2,700B

M

Citicorp

00000

Bank America Corp.
Chase Manhattan Corp.
Security Pacific Corp.
J. P. Morgan & Co.

-

NATIONAL BANK

Regulated by OCC

Number:
Assets:

4,066
$1,992B

Citibank

Bank of America

Chase Manhattan Bank, NY
Security Pacific

Wells Fargo

00000

&

STATE CHARTERED MEMBER BANK

Regulated by FRB

Number

s 1,020
Assets:

$157B

s

00000

Morgan Guaranty Trust
Bankers Trust
Manufacturers Hanover
Chemical Bank
Bank of New York

STATE CHARTERED NON-MEMBER

BANK

Regulated by FDIC

Number:
Assets:

7,414
$801B

000

Union Bank

Boston Safe Deposit and
Trust

Chase Manhattan (UsA), DE

American Express Centurion

Bank of Hawaii

: Number and assets of BHCs as of year—-end 1989 (FRB); nmumber and assets of banks as of June 30, 1990 (FDIC) .



/ . COMMERCIAL’S - BASELINE THREE-YEAR FORECAST ’

Distribution by Equity Class Within Size Groups

JUNE 1990 JUNE 1993 FORECAST
Banks Assets Banks Assets
Size Class Number Pct. $ Millions Pct. Number Pct. $ Millions Pct.
Assets over $500 M:
Over 6% equity 412 66.56 935,522 36.92 346 55.90 856,513 29.45
3-6% 202 32.63 1,578,849 62.31 241 38.93 1,568,549 53.93
0-3% 5 0.81 19,460 0.77 27 4.36 454,285 15.62
Insolvent 0 0.00 0 0.00 5 0.81 29,229 1.00
TOTALS 619 100.00 2,533,831 100.00 619 100.00 2,908,576 100.00
Assets $200 - 500 M:
Over 6% equity 688 83.09 206,285 82.17 623 75.24 214,479 73.05
3-6% 130 15.70 41,319 16.46 171 20.65 66,360 22.60
0-3% 9 1.09 3,200 1.27 20 2.42 7,515 2.56
Insolvent 1 0.12 250 0.10 14 1.69 5,247 1.79
TOTALS 828 100.00 251,054 100.00 828 100.00 293,601 100.00
Assets $100 - 200 M:
Over 6% equity 1,388 89.20 190,332 88.90 1,271 81.68 204,673 81.40
3-6% 154 9.90 21,924 10.24 227 14.59 37,568 14.94
0-3% 13 0.84 1,719 0.80 39 2.51 6,408 2.55
Insolvent 1 0.06 117 0.05 19 1.22 2,790 1.1

TOTALS 1,556 100.00 214,092 100.00 1,556 100.00 251,439 100.00
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Size Class

Assets over $500 M:

Over 6% equity
3-6%
0-3%
Insolvent

TOTALS

Assets $200 - 500 M:

Over 6% equity
3-6%
0-3%
Insolvent

TOTALS

Assets $100 - 200 M:

Over 6% equity
3-6%
0-3%
Insolvent

TOTALS

Banks

Number

412
202

wn

619

688
130

828

1,388
154
13

1,556

COMMERCIAL

JUNE 1990
Assets
Pct. $ Millions
66.56 935,522
32.63 1,578,849
0.81 19,460
0.00 0
100.00 2,533,831
83.09 206,285
15.70 41,319
1.09 3,200
0.12 250
100.00 251,054
89.20 190,332
9.90 21,924
0.84 1,719
0.06 117
100.00 214,092

; - RECESSION THREE-YEAR FORECAST
Distribution by Equity Class Within Size Groups

36.92
62.31
0.77
0.00

100.00

82.17
16.46
1.27
0.10

100.00

88.90
10.24
0.80
0.05

100.00

Banks

Number

345
238
29

619

587
200
22
19

828

1,257
240
36

23

1,556

JUNE 1993 RECESSION FORECAST

Assets

Pct. $ Millions Pct.
55.74 824,393 29.04
38.45 1,521,700 53.61
4.68 461,279 16.25
1.13 31,107 1.10
100.00 2,838,479 100.00
70.89 200,387 68.60
24.15 76,458 26.17
2.66 8,082 2.77
2.29 7,184 2.46
100.00 292,111 100.00
80.78 197,725 80.49
15.42 38,831 15.81
2.31 5,919 2.41
1.48 3,176 1.29
100.00 245,651 100.00



FDICE
ESTIMATES BASED'A
{$ Mi s)

INSURANCE FUND
B BANK FAILURE MCDEL

FY20 FY91 Fy92 FYS3
DISBURSEMENTS (ACTUAL)
Case Resglutions
Notes 3,453 2.867 2,867 2,867
Cash 9,897 14,351 14,351 14,351
Loss Payments \1 3,339 9,339 9,339
TOTAL DISBURSEMENTS 13,350 26,557 26,557 26,557
Portion from *Puts” 0 0 0
COLLECTIONS
Nat Assessments 2,868 4,861 6,014 6,381
Asset Recoveries 2,372 6,103 10,325 13,012
Interest Incoms 1,232 7 0 0
Other 8 8 8
TOTAL COLLECTICNS 6,472 11,702 16,347 19,401
NET CUTLAYS 6,878 14,855 10,210 7,156
OMB Baseline: Net Outlays 4,509 1,944 1,706 {315)
Deltas to Baseline: 2,369 12,911 8,504 7471
FUND NET WORTH 12,808 9,069 5,752 2,802
Coverage Ratio (b« ports) $OF6 D.64 0.43 0.26 0.12

\1 1990 Loss Payments Incorporated in Notes and Cash.

FY94 FYes TOTAL 91-95
2,867 2,867 14,336
14,351 14,351 71,755
9,339 9,339 46,695
26,557 26,557 132,785
0 0
6.745 710’89 31 |Ogo
13,761 14,510 57,710
0 0 731
8 9 41
20,514 21,608 89,572
6,043 4,949 43,213
(1,326) (2,229) (220)
7,369 7,178 43,433
216 {2.025)
0.01 :



SELECTED MATERIALS ON BANKING INDUSTRY



BANK EARNINGS

Net Income to Assets

- 6/30/90 89 88 87 86 85 84

Large Banks* | .61 08 | 9 | (64| 57 | 53 | 35

Small Banks 1 70 J2 S3 39 73 3

—

(SN I -

I ALL BANKS .63 43 77 13 .58 .66 .58

» Large banks are defined as those greater than $10 billion in assets.



Composition of Loans
of All FDIC Insured Banks

Comm. & Industrial 35.6%

Comm. & Industrial 27.7%

Real Estate 40.2% (X Real Estate 27.2% /5

Other Loans 14.6% ” Other Loans 20.4%

Consumer 17.5% Consumer 16.8%

June 1990 December 1984

Total loans were $2.2 trillion in 1990 and
$1.6 trillion in 1984,

L



Insured Commercial Banks as of June 1990

(8 Billions)

Total
Number of Banks 12,320
Total Assets 3,298
Equity Capital 211
Total Capital 284
Capital at Book Value (%)
Equity to Assets 6.4%

Total Capital to Assets 8.5%

Assets
over

$10 B
45

1,320
66

109



Performance of Large Bank Holding Companies
Market To Book Value \1

12/ 89 6/90 11/1/90

B Tenlargest [[]] Forty-one Largest
\1 Market to book for November 1, 1990 is based on price as of midday 11/1/90 and book value on 9/30/90.
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HOW THE BANKING SYSTEM DIFFERS FROM THE S&L'S

More capital.

o At year-end 1988, the thrift industry's tangible
capital to asset ratio was 1.6 percent.

o As of June 30, 1990, the commercial banking industry's
equity to asset ratio was 6.4 percent.

Better supervision.

o Thrift regulators were directed, by statute, to promote
housing finance, which often resulted in less strict
regulation.

o Bank regulators were directed to examine and regulate
banks.

Far more limited ability to engage in highly risky
activities.

o Banks can not invest directly in real estate, equity
securities, or junk bonds.

o) Thrifts had authority to make direct investments and
invest in junk bonds before the passage of FIRREA.

Less fraud.




FDIC BANK INSURANCE FUND

Balance as a Percent of Insured Deposits

= 1.29

5059 6069 70-79 80-85 1986 1987 1988 1989
Year

40-49




All Federal Rcsorve Districls

Cumulative C&l l.oons, nsa
(Year to datw, 1987-1990) o

3 bil.

All Federal Reserve Districls
Cumulative Real Estate Loans, nsa
(Year to date, 1987-1990)

$ vil.

Jan Peb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

-~

Yoston Federal Reserve Dist-ict

Cumulative C&I Loans, nsa
(Year to date, 1987-1990)

Jan

Peb

Mar Apr May Jun

Jul Aug Sep Oct Nov Dec

1987

Jan FPeb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Boston Federal Reserve District
Cumulative Real Estate Loans, nsa
(Year to date, 1987 1990)

Jan Peb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
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THE SECRETARY OF THE TREASURY
WASHINGTON

November 30, 1990

GOVERNOR SUNUNU

Nicholas F. Brady ?;7&-

Federal Reserve Vacancies

Our recommendation for the Vice Chair of the Federal
Reserve needs to be decided before Congress returns. If the post
is filled by an already sitting Governor, there will still be a
Governor's seat to fill from the outside.

Vice Chairman

As we have discussed, my strong recommendation is that
we fill the Vice Chair with a known quantity--someone who will
support economic growth, and has influence within the Fed.

My first and strong preference is David Mullins who is
already a sitting Governor appointed by President Bush. Mullins
has already proved his commitment to growth and his intellectual
capacity and toughness to operate effectively within the Fed. He
is aggressive and action oriented. Since his appointment, the
Fed funds rate has declined 75 basis points. He has had a
baptism by fire with Congress through two Senate confirmations
and his intimate involvement in the S&L legislation (where he was
a major factor in getting the strong Bush proposal passed
essentially intact), and brings expert knowledge to the Fed's
responsibilities of regulating financial institutions. He has
had several months of on-the-job familiarization at the Fed and
would hit the ground running. Finally, with an already heavy
presence of economists on the Fed, Mullins would provide some
balance in the leadership (he was a Harvard Business School
professor). He is my strong first choice.

Attached is a list of candidates for the open seat.
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TREASURY NEWS

Department of the Treasury © Washington, D.C. ¢ Telephone 566-20
June 8, 1989

DAVID W. MULLINS, JR. :
Assistant Secretary for Domestic Finance

David W. Mullins, Jr. joined the Treasury Department in October
1988 as Acting Assistant Secretary for Domestic Finance.

Dr. Mullins was confirmed by the Senate on March 17, 1989, and
sworn-in by Secretary Brady on April 20 as Assistant Secretary
for Domestic Finance. Dr. Mullins advises and assists the
Secretary, Deputy Secretary and Under Secretary for Finance on
matters of Federal finance, financial institutions policy,
government securities market regulations, corporate financial
policy, and synthetic fuels projects. Domestic Finance at the
Treasury Department has played a major role in developing
President Bush's plan to resolve the S&L crisis.

Prior to joining the Department, Dr. Mullins was a Professor of
Business Administration at the Harvard University Graduate School
of Business Administration. He received a B.S. in administrative
sciences from Yale University and an S.M. in finance from the
Sloan School of Management at the Massachusetts Institute of
Technology. After earning a Ph.D. in finance and economics at
M.I.T., he joined the faculty of the Harvard Business School
where he taught finance in the MBA, executive and doctoral
programs.

Dr. Mullins was faculty chairman of Harvard's Corporate Financial
Management program, an executive program for senior financial
officers of major corporations. In addition, he has served as
course head for the first year MBA finance course. He taught the
Capital Markets and Corporate Finance courses in the MBA program.
Dr. Mullins is the author of several books and numerous articles
appearing in publications such as Journal of Finance, Journal of
' Financjal Economics, Journal of Business, and The Harvard

usiness view.

Dr. Mullins has been a consultant to a wide variety of firms and
governmental agencies and has taught in numerous executive
training programs in the U.S. and abroad. He recently served as
Associate Director of the Presidential Task Force on Market
Mechanisms. ‘

In teaching, research, and consulting, Dr. Mullins specialized in
capital markets and corporate finance.
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THE SECRETARY OF THE TREASURY
WASHINGTON

May 292, 1991 T CHIEF of STAFY
has seen

MEMORANDUM FOR THE PRESIDENT

FROM: Nicholas F. Brady-:z77&

SUBJECT: Developments in International Economic Policy

As a follow-up to our recent discussion of U.S. efforts to
improve world economic growth, and your discussion with
Chancellor Kohl, you may be interested in knowing that an
increasing number of countries are reducing interest rates

despite press reports following the G-7 Ministerial that the U.S.

proposed approach was rejected.

Since April 30, when the Fed lowered the discount rate by 1/2
percentage point to 5.5 percent, the following actions have been
taken:

o Italy reduced its discount rate by 1 percentage point to
11.5 percent;

o Spain cut by 3/4 percentage point to 12.75 percent;

o} Australia cut by 1 percentage point to 10.5 percent;

o The U.K. continued to cut its key rate, last week by a
further 1/2 percentage point, to 11.5 percent;

o} Denmark cut 1/2 percentage point to 9 percent; and,

o Japan has eased market rates as a prelude to possibly

reducing official rates in the coming weeks.

The French have not yet moved further, but have indicated clearly

that they will as soon as the exchange market fully absorbs the
Rocard-Cresson transition. Belgian efforts to encourage lower
rates may also foreshadow actual cuts in the near future.

I believe that this general movement toward monetary easing
reflects a growing endorsement of the concerns we have been
raising about the need for stronger global economic growth, as
well as a greater willingness on the part of others to adopt a
more activist approach.

During the next few weeks we will be using a number of
opportunities to follow up on the economic issues you raised in
the Kohl meeting, and build a stronger pre-Summit consensus on
the need for a broad-based strategy for global growth.

cc: General Scowcroft
Governor Sununu
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COMMISSIONER

DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, D.C. 20224

MEMORANDUM FOR: Kenneth W. Gideon
Assistant Secretary (Tax

FROM: Fred T. Goldberg,
Commissioner of Interrfal Revenue

SUBJECT: New Earned Income Tax Credit - EITC

During 1990, the earned income tax credit rules were
modified to: (1) increase the level of benefits, (2) simplify
eligibility rules, and (3) provide supplemental credits for
children under age one and for certain health insurance premiums.

The first two changes are certain to benefit many taxpayers.
In addition to increased benefits, the Administration and
Congress have eliminated burdensome record-keeping requirements
and achieved a major simplification of the law as it affects low
income taxpayers.

While the intent behind the supplemental credit provisions
is clear, we have encountered practical difficulties in their
implementation. During the past several months, we have been
designing the new earned income tax credit form for 1991,
rev151ng our computer programs, and developing procedures for
processing taxpayer claims. Based on these efforts, we have
become concerned over the ability of the intended beneficiaries
to deal with complexities created by the two new credits,
particularly the interaction of these credits with other existing
provisions such as the dependent care credit.

The new earned income credit is in three parts: (1) a basic
credit (based on filing status, income and number of children);
(2) a supplemental credit for a child under one (that is
available only if neither the dependent child care credit nor the
exclusion for employer provided dependent care is clalmed), and
(3) a supplanantal credit for health insurance premiums paid by
the taxpayer: (which, if claimed, results in adjustments to
itemized medical expenses, and deductlons by self-employed
individuals for health insurance premiums under Code Section
162(1)).

Each credit is determined by looking up two amounts in a
table and choosing the lower of those two numbers for use with
the appropriate schedule. The basic credit will be taken from
one column if there is only one child involved, and from a second
column if there is more than one qualifying chlld. A further
comparison is required to determine the correct amount of the
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health insurance premium. The three amounts are then added
together to determine the full earned income tax credit.

> If the supplemental young child credit is claimed, the
dependent care credit for that child may not be
claimed. Taxpayers will have to figure their tax twice
in some cases to see if the young child credit or the
dependent care credit is more beneficial.

> If the taxpayer received employer-provided dependent
care expense and claims the supplemental young child
credit, the exclusion for employer provided dependent
care may not be claimed. Taxpayers will have to see if
the exclusion of income is worth more than the young
child credit. This step will be necessary even before
they can determine the amount of wage income to report
on their return.

> If the health insurance credit is claimed and the
taxpayer itemizes, medical expenses must be reduced by
the amount of the health insurance credit.

> If the taxpayer is self-employed and is claiming the
health insurance deduction, the amount of the premium
eligible for that deduction must be reduced by the
amount of the health insurance credit.

To put the matter in perspective, during the current filing
season taxpayers used an eight-line worksheet that was part of
the basic instruction book, and looked up their credit in a two-
page table. The amount from the worksheet was carried to the
return and no separate schedule was required.

To calculate the three credits under the new rules,
taxpayers will have to fill out a two-page form of up to 19 lines
which is required to be attached to the return. 1In order to do
this they will need to look up as many as six different amounts
from 12 pages of tables and compare these amounts in making their
calculations. Drafts of two versions of the new form and tables
are attached as Attachment 1. 1In an effort to facilitate
implementation, the form offers an alternative which allows
taxpayers to ask the IRS to compute the credit for them. This
alternative cannot be made available to taxpayers who claim the
child care credit, are self-employed or have excludable child
care benefits. Since historically most taxpayers want to know
their final liability or refund at the time they file, we are not
optimistic that taxpayers will use this option.

In this regard, it is worth noting that while the worksheet
under the old rules was simpler and more straight-forward,
calculation of the earned income credit accounted for three of
the top five taxpayer errors that we corrected during the initial
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processing of returns. See Attachment 2. Under the old rules,
we issued an appropriate refund to taxpayers who appeared to
qualify, but failed to claim the credit. Under the new rules we
would be limited in our ability to allow such unclaimed credits
during initial processing. At the same time, there is little
likelihood that we could recover credits improperly claimed by
low income individuals who overstate their claims (whether
intentionally or, more likely, because the forms and tables are
too cumbersome).

Because of the complexity that will be faced by low income
taxpayers for whom the benefit is intended, and the fact that we
will not be able to correct errors in initial processing without
a substantial amount of additional taxpayer information, we are
concerned about our ability to adequately implement the new
earned income credit provisions.

While we are moving forward to implement the new law, as
enacted, we urge you to consider whether some simplification in
this area is feasible. In the meantime, we would be happy to
discuss the matter with you in more detail, and would appreciate
your suggestions on our implementation plans.

Attachments



Attachment 1

: Version A

SCHEDULEEIC
(Form 1040)

Department of the Treasury
Internal Revenue Service

Earned Income Credit

DRAFT

OMB No_ 1545.XXXX

1991

P Attach to Form 1040. P> See Instructions for Schedule EIC (Form 1040). Attachment

Sequence No. 43

Name(s) shown on Form 1040

Your social security number

Schedule EIC is new for 1991. It replaces the worksheet
that was in the Form 1040 instructions in the past. If you
can claim the earned income credit (EIC), you must
complete Schedule EIC and attach it to your return.

The rules regarding who may claim the EIC have
changed. For example, to claim the credit you must have a
child who lived with you in the United States and who
meets certain age and other requirements (a qualifying
child). In addition, the total of your taxable and nontaxable
earned income and your adjusted gross income (from Form
1040, line 32) must each be less than $21,250.

There are also new rules for figuring the amount of the
credit. The EIC is made up of the following three credits:

e Basic EIC. The amount of this credit depends on how
many qualifying children you have.

¢ Young Child Credit. You may claim this credit only if you
have a qualifying child who was bornin 1991.

e Health Insurance Credit. You may claim this credit only
if you paid for health insurance in 1991 that covered a
qualifying child.

For more details on the new rules, see the Schedule EIC
instructions that begin on page xx.

Caution: /f your filing status is married filing separately, do
not file this schedule. You may not claim the EIC.

If You Want the IRS To Figure the Credit For You

In most cases, the IRS can figure the credit for you. If you
meet the conditions explained on page 19 of the Form
1040 instructions and you want the IRS to figure the credit,
complete ONLY Parts | and Il, below.

Figuring the Credit Yourself

If you want to figure the credit yourself, or if the IRS cannot
figure it for you because you do not meet the conditions
explained on page 19 of the Form 1040 instructions,
complete Part |, below and Part Il on the back.

ZXd] 'nformation About Your Qualifying Children (To find out who is a qualifying child, see page xx.)

[ For a child born before
‘F (ByEhid’s ST R che R (e) If child was born before (f) Child's relationsh 'r:':\)r:somdid
A i ionship U
l(a)fChdd s( nﬁ::; last name) | e of | ()astudent | (@) cadied | og) nigccocial security 1o you lived 1n your
(first, initial, | birth under age 24 in 1991 number home 1n 1991
’ atend of 1991 (see inst )
[
19
19
19
19

e If you are figuring the credit yourself, go to Part Il on the back now.
o If you want the IRS to figure the credit for you, go to Part II, below.

X0} Other Information

2 If you received any nontaxable earned income (such as military housing and subsistence allowances),
enter the total of that income on line 2. Also list type and amount here »

3 If you are claiming the heaith insurance credit:
a First, enter the name of the insurance company

b Then, enter the total amount you paid in 1991 for health insurance that covered at least one of your

Schedule EIC (Form 1040) 1991

If you want the IRS to figure the credit for you, STOP HERE. Attach this schedule to your return
and print “EIC" on the dotted line next to line 56 on Form1040.

For Paperwork Reduction Act Notice, see Form 1040 instructions. Cat No 17154N




Version A

Schedule EIC (Form 1040) 1991

DRAFT

ZQ Figure Your Earned Income Credit

Page 2

4

Enter the amount from Form 1040, line 7. If you received a taxable scholarship or fellowship grant, see
page xx for the amount to enter . ;

If you received any nontaxable earned income (such as military housing and subsistence allowances),
enter the total of that income on line 5. Also list type and amount here »

If you were self-employed or reported income and expenses on Schedule C as a statutory employee,
enter the amount from the worksheet on page xx

Add lines 4, 5, and 6. Enter the totalhere . . . . . . . p

7

Enter the amount from Form 1040, line32 . . . . o e

8

—_—r e 1

Caution: /f the amount on line 7 OR line 8 1s $21,250 or more, STOP HERE. You may not claim the earned income credit.

If you are claiming the health insurance credit, enter the name of the insurance company

10

11

12

13

14

15

16

17

! Figure Your—

Column (a) Column (b)

Caution: You may claim the young child credit Young child

in column (b) ONLY if you have a qualifying
child who was born in 1991.

For each column that applies to you, use the amount on

Basic EIC
(from TABLE A that
| begins on page xx)

credit
(from TABLE B that
begins on page xx)

Column (¢)
Health insurance
credit
(from TABLE C that
begins on page xx)

T

line 7 to look up your credit in Earned Income Credit
TABLE A, TABLE B, or TABLE C. Then, enter the credit
in the column that applies

!

e If the amount on line 8 is less than $11,250, skip
line 11 and enter the amount from line 10 on line 12.

e If the amount on line 81s $11,250 or more, go to line 11

|
For each column that applies to you, use the amount on |
line 8 to look up your credit in TABLE A, TABLE B, or
TABLE C. Then, enter the credit in the column that
apphes . . . o “,

Compare the amounts on lines 10 and 11. Enter the l
smaller of the two amounts here . N I V-

Note: /f you are not claiming the health insurance credit,
skip lines 13 and 14 and go to line 15.

Enter the total amount you paid in 1991 for health
insurance that covered at least one of your qualifying
children listed on page 1. (See instructions.) . . . . . | 13

Compare the amounts in column (¢) of lines 12 and 13. Enter the smaller of the two amounts here.
This 1s your health insurance credit -

14

Enter the amount from line 12, column (a). This is your basic EIC .

15

Enter the amount, if any, from line 12, column (b). This is your young child credit

Caution: /f you claim the young child credit, you may not claim the child and dependent care credlt for
this child.

Add the amounts on lines 14, 15, and 16. Enter the total here and on Form 1040, line 56. This is your
earned income credit. . . . R i w . oo .

16




Version B DRAF]

SCHEDULE EIC Earned Income Credit OMB No_1545.xxxx

(Form 1040) ﬂ@g-‘

Department of the Treasury

el RevanusiService > Attachto Form 1040. » See Instructions for Schedule EIC (Form 1040). Attachment
Sequence No. 43

Name(s) shown on Form 1040

Your social security number

Schedule EIC is new for 1991. It replaces the worksheet e Health Insurance Credit. i ' i

that was in the Form 1040 instructions in the past. If you if you paid for healcth fr:wseu‘:'atncyg:Jnr?gg??gttgéiec::gg ony

can claim the earned income credit (EIC), you must qualifying child.

complete Schedule EIC and attach it to your return. For more details on the new rules, see the Schedule EIC
The ruler regardin|g wtho Imay ct::’aim tréetElC have h instructions that begin on page xx.

changed. For example, to claim the credit you must have aution: /f ili ' ied fili

a child who lived with you in the United States and who z(j:o n:)to file tggusrcf,/l/g:jg"”sf%su/fnrg; ;rﬁtit:/f;/;:ng&eepglrgte/y,

meets certain age and other requirements ( a qualifying ’

child). In addition, the total of your taxable and It You Want the IRS To Figure the Credit For You

nontaxable earned income and your adjusted gross In most cases, the IRS can figure the credit for you. If you

income (from Form 1040, line 32) must each be less than meet the conditions explained on page 19 of the Form

$21,250. 1040 instructions and you want the IRS to figure the
There are also new rules for figuring the amount of the credit, complete ONLY Parts | and 1, below.

credit. The EIC is made up of the following three credits:

® Basic EIC. The amount of this credit depends on how If you want to figure the credit yoursélf, or if the IRS cannot

many qualitying children you have. o . figure it for you because you do not meet the conditions
® Young Child Credit. You may claim this credit only if you explained on page 19 of the Form 1040 instructions,
have a qualifying child who was born in 1991 complete Part |, below and Part IIl on the back.

Figuring the Credit Yourself

X1 Information About Your Qualifying Children (To find out who is 3 qualifying child, see page xx.)

For a child born before r
{

, (b) Child’s | 1973, check if child was— (e) If child was born ! (®) No of
1(a) Child's name jeart i iond before 1991, (N Child’s relanonsmpf months child
(first, imitial, and last name) birth (c) astudent |(d) ansaole&] child’s social security to you | lived in your
| underage24 | in199] [ number | home in 1991
I (atendof 1991 | (seenst) | I
’ |
|
19 |
19 o . ' |
: !
|
19
19

e If you are figuring the credit yourself, go to Part |1l on the back now.
e |f you want the IRS to figure the credit for you, go to Part I, below.

221 other Information ‘

2 If you received any nontaxable earned income (such as military housing and subsistence allowances),
enter the total of that income on line 2. Also list type and amount here »

3 If you are claiming the health insurance credit:
a First, enter the name of the insurance company

qualifying children listed on line 1 above. (See the instructions.) .

If you want the IRS to figure the credit for you, STOP HERE. Attach this schedule to your return and print “EIC" on the ‘
dotted line next to line 56 on Form 1040. ‘

For Paperwork Reduction Act Notice, see Form 1040 instructions. Cat No 17154N Schedule EIC (Form 1040) 1991

-



Version B

» Schedule EIC (Form 1040) 1991

20 Figure Your Earned Income Credit

4 Enter the amount from Form 1040, line 7. If you received a taxable scholarship or fellowship grant, see

page xx for the amount to enter .

5 If you received any nontaxable earned income (such as military housing and subsistence allowances)

enter the total of that income on line 5. Also list type and amount here »

6 If you were self-employed or reported income and expenses on Schedule C as a statutory employee

enter the amount from the worksheet on page xx
Add lines 4, 5, and 6. Enter the total here .
8 Enterthe amount from Form 1040, line 32

~N

Caution: /f the amount on line 7 OR line 8 is $21,250 or more, S TOP HERE You may not claim the EiC.

Figure Your Basic EIC

. >

. >

e If the amount on line 8is $11,250 or more, go to line 10.

10 Use the amount on line 8 to look up your credit in TABLE A . Enter that

9 Use the amount on line 7 to look up your credit in Earned Income Credit
TABLE A that begins on page xx. Enter that amount here . o L9
e If the amount on line 8 1s less than $11,250, skip line 10 and enter the
amount from line9online 11.

amount here .

11 Compare the amounts on lines 9 and 10. Enter the smaller of the two amounts here. This is your basic

EIC .

Figure Your Young Child Credit

. >

Caution: /f all of your qua//fy/ng children were born before 1991 OR :f you cla/med the child and
dependent care credit for your only qualifying child who was born in 1991, skip lines 12 through 14.

amount from line 12 on line 14.
e |f the amount on line 815 $11,250 or more, go to line 13.

12 Use the amount on line 7 to look up your credit in Earned Income Credit
TABLE B that begins on page xx. Enter that amount here . . 12
e If the amount on line 8 is less than $11,250, skip ine 13 and enter the
13 Use the amount on line 8 to look up your credit in TABLE B. Enter that

amount here

14 Compare the amounts on lines 12 and 13 Enter the smaller of the two amounts here. This is your

young child credit

Note: /f you are not claiming the health insurance credit, skip lines 15a through 18 andgotoline 19.

Figure Your Health Insurance Credit
15a Enter the name of the insurance company *

b Enter the total amount you paid in 1991 for health insurance that covered
at’ least one of your quallfymg children listed on page 1. (See the

. »

instructions.) .

16 Use the amount on line 7 to look up your credit in Earned Income Credut
TABLE C that begins on page xx. Enter that amount here, but do not enter
more than the amount on line 15b

e If the amount on line 8 is less than $11,250, sk:p Ime 17 and enter the
amount from line 16 on line 18.
e |f the amounton line 8 is $11,250 or more, gotoline 17.

17 Use the amount on line 8 to look up your credit in TABLE C. Enter that

amount here .

18 Compare the amounts on lines 16 and 17. Enter the smaller of the two amounts here. This is your
: i ® @ . »

health insurance credit

Figure Your Total EIC

19 Add the amounts on lines 11, 14, and 18. Enter the total here and on Form 1040, line 56. This is your

total EIC

»

® N |on

11 |

14

18

19




' 1991 Basic Earned Income Credit- Table A

3/725/91
T . And you have-- And you have- - A 7
If the  [eeeeeseeceoeennna. IEENE  eeemeorse cnme pwan smenes 1f the ... nd U D
amount on Two amount on Two amount on Two
Schedule EIC, |One . or more Schedule EIC, [One or more Schedule EIC, |One or more
line ? or Qualifying |Qualifying line 7 or Qualifying |Qualifying line ? or Qualifying (Qualify
line ?, is -- |Child Children line ?, is -- |Child Children line 7, is -- |Child Childre
At  But less| Then Enter At But less| Then Enter on AtButless ThE ------ “
Least Than Schedule Elg:{f&"?-- Least Than Schedule EIC, Line ?--|| Least Than Sc:nemT:eglg? Line
1 25 2 2 1,500 1,525 253 262 3,000 3,025 503
25 50 6 6 1,525 1,550 257 266 3,025 3,050 507
50 75 10 1 1,550 1,575 261 270 3,050 3,075 511
75 100 15 15 1,575 1,600 265 275 3,075 3,100 516
100 125 19 19 1,600 1,625 269 ris4 3,100 3,125 520
125 150 23 26 1,625 1,650 273 283 3,125 3,150 526
150 175 27 28 1,650 1,675 278 288 3,150 3,175 528
175 200 31 32 1,675 1,700 282 292 3,175 3,200 532
200 225 35 37 1,700 1,725 286 296 3,200 3,225 536
225 250 40 41 1,725 1,750 290 301 3,225 3,250 541
250 275 bé 45 1,750 1,778 294 305 3,250 3,275 545
275 300 48 50 1,775 1,800 299 309 3,275 3,300 549
300 325 52 54 1,800 1,825 303 314 3,300 3,325 553
325 350 56 58 1,825 1,850 307 318 3,325 3,350 557
350 375 61 63 1,850 1,875 3N 322 3,350 3,375 S
375 400 65 67 1,875 1,900 3y 327 3,375 3,400 566
400 425 69 7 1,900 1,925 319 331 3,600 3,425
425 450 73 76 1,925 1,950 324 335 3,625 3,450
450 475 4 80 1,950 1,975 328 340 3,450 3,475
475 500 81 84 1,975 2,000 332 36k 3,475 3,500
500 525 86 89 2,000 2,025 336 348 3,500 3,525
525 550 90 93 2,025 2,050 340 352 3,525 3,550
) 575 9% 97 2,050 2,075 344 357 3,550 3,575
575 600 »d 102 2,075 2,100 349 361 3,575 3,600
600 625 102 106 2,100 2,125 353 365 3,600 3,625
625 650 106 110 2,125 2,150 357 370 3,625 3,650
650 675 m 115 2,150 2,178 361 374 3,650 3,675
675 700 115 119 2,175 2,200 365 378 3,675 3,700
700 725 19 123 2,200 2,225 369 383 3,700 3,725
725 750 123 128 2,225 2,250 376 387 3,72 3,750
750 s 127 132 2,250 2,278 378 391 3,750 3,775
775 800 132 136 2,275 2,300 382 396 3,775 3,800
800 825 136 161 2,300 2,325 386 400 3,800 3,825
825 850 140 145 2,325 2,350 390 404 3,825 3,850
850 875 1464 149 2,350 2,375 395 09 3,850 3,875
875 900 148 154 2,375 2,400 399 413 3,875 3,900
900 925 152 158 2,600 2,425 403 417 3,900 3,925
925 950 157 162 2,625 2,450 407 422 3,925 3,950
950 ors 161 167 2,650 2,475 &1 426 3,950 3,978
975 1,000 165 171 2,675 2,500 415 430 3,975 4,000
1,000 1,025 169 175 2,500 2,525 420 435 4,006 4,025
1,025 1,050 173 179 2,525 2,550 424 439 4,025 4,050
1,050 1,075 m 184 2,550 2,573 428 443 4,050 4,075
1,07 1,100 182 188 2,57 2,600 432 448 4,07 4,100
1.,100 1,125 186 192 2,600 2,625 436 452 6,100 4,125
1,125 1,150 190 197 2,625 2,650 &40 456 4,125 4,150
1,150 1,175 196 201 2,650 2,673 &45 61 4,150 4,173
1,17 1,200 198 205 2,675 2,700 &9 465 4,175 4,200
1,200 1,225 202 210 2,700 2,725 453 4,200 4,225
1:225 1,250 207 214 2,725 2,750 457 474 4,225 4,250
1,250 1,275 r3)) 218 2,750 2,775 461 478 4,250 4,275
1,275 1,300 215 223 2,775 2,800 466 482 6,275 4,300
1,300 1,325 219 227 2,800 2,825 470 4«87 4,300 4,325
1,325 1,350 223 23 2,825 2,850 74 491 4,325 4,350
1,350 1,375 228 236 2,850 2,875 478 495 4,350 4,375
1,375 1,400 232 240 2,875 2,900 482 500 6,375 4,400
1,600 1,425 236 264 2,900 2,925 486 504 4,400 4,425
1,625 1,450 240 249 2,925 2,950 91 508 4,425 4,450
1,650 1,475 264 253 2,950 2,975 495 513 4,650 4,475
1,675 1,500 248 257 2,975 3,000 499 517 4,675 4,500




."1991 Basic Earmed Income Credit- Table A

3/25/91
5 And you have-- And you have-- And have- -
[ the  feeeeeeeesesiiiiiliii, 1f the [ TTLIRRI L 1t the | ¥ by
amount on Two amount on Two amount on Two
Schedule EIC, [One o or more Schedule EIC, One or more Schedule EIC, One or more
line ? or Qualifying |Qualifying line ? or Qualifying |Qualifying line ? or Qualifying (Qualify
line ?, is -- |child Children line 7, is -- |child Children line 7, is -- |child Childre
At  But less| Then Enter snX X ~ At  But less| Then Enter on At.Butleu ThenEnteron ....
Least Than Schedule EIC, Line ?--|| Least Than Schedule EIC, Line 7--|| Least Than Schedule EIC, Line
4,500 4,525 754 781 6,000 6,025 1,004 1,040 || 11,600 11,625 1,149 1
4,525 4,550 758 785 6,025 6,050 1,008 1,066 || 11,625 11,650 1,146 1
4,550 4,575 762 789 6,050 6,075 1,012 1,069 || 11,650 11,675 1,143 1,
4,575 4,600 766 79 6,075 6,100 1,017 1,083 || 11,675 11,700 1,140 1,
4,600 4,625 770 798 6,100 6,125 1,021 1,057 || 11,700 11,728 1,137 1,
4,625 4,650 77% 802 6,125 6,150 1,025 1,082 ] 11,725 11,750 1,134 1,
4,650 4,67% ™m 807 6,150 6,175 1,029 1,066 || 11,750 11,775 1,131 1,
4,675 4,700 783 811 6,175 6,200 1,033 1,070 || 11,775 11,800 1,128 1,
4,700 4,725 787 815 6,200 6,225 1,037 1,075 {| 11,800 11,825 1,125 1,
4,725 4,750 ™ 820 6,225 6,250 1,042 1,079 || 11,825 11,850 1,122 1,
4,750 4,775 795 824 6,250 6,275 1,046 1,083 || 11,850 11,875 1,119 1,
4,775 4,800 800 828 6,275 6,300 1,050 1,088 || 11,875 11,900 1,116 1,
4,800 4,825 804 a33 6,300 6,325 1,054 1,092 || 11,900 11,925 1,113 1,
4,825 4,850 808 837 6,325 6,350 1,058 1,096 || 11,925 11,950 1,110 1,
4,850 4,875 812 841 6,350 6,375 1,043 1,101 || 11,950 11,975 1,107 1,
4,875 4,900 816 846 6,375 6,400 1,067 1,105 || 11,975 12,000 1,104 1,
4,900 4,925 820 850 6,400 6,425 1,071 1,109 || 12,000 12,025 1,101 1,
4,925 4,950 a2s 854 6,425 6,450 1,075 1,11 || 12,025 12,050 1,098 1,
4,950 4,975 829 8s9 6,450 6,475 1,079 1,118 || 12,050 12,075 1,095 1,
4,975 5,000 833 843 6,475 6,500 1,083 1,1 || 12,075 12,100 1,092 1,
5,000 5,025 837 867 6,500 6,525 1,088 1,127 |] 12,100 12,125 1,089 1,
5,025 5,050 841 871 6,525 6,550 1,092 1,131 || 12,125 12,150 1,087 1,
5,050 5,075 845 876 6,550 6,575 1,096 1,135 || 12,150 12.17% 1,084 1
5,075 5,100 850 830 6,575 6,600 1,100 1,160 || 12,175 12,200 1,081 1,
5,100 5,125 854 884 6,600 6,625 1,104 1,14 || 12,200 12,225 1,078 1,
5,125 5,150 858 889 6,625 6,650 1,108 1,148 || 12,225 12,250 1,075 1,
5,150 5,175 882 893 6,650 6,675 1,113 1,153 || 12,250 12,275 1,072 1,
5,175 5,200 246 897 6,675 6,700 1,117 1,157 || 12,275 12,300 1,069 1,
5,200 5,22% 870 902 6,700 6,725 1,121 1,161 || 12,300 12,325 1,066 1,
5,225 5,250 875 906 6,725 6,750 1,125 1,166 || 12,325 12,350 1,063 1,
5,250 5,27% 87y 910 6,750 6,775 1,129 1,170 || 12,350 12,375 1,060 1,
5,275 5,300 883 915 6,775 6,800 1,134 1,176 || 12,375 12,400 1,057 1,
5,300 5,325 887 919 6,800 6,825 1,138 1,179 || 12,400 12,425 1,054 1,
5,325 5,350 891 923 6,825 6,850 1,162 1,183 || 12,425 12,450 1,051 1.
5,350 5,375 896 928 6,850 6,875 1,166 1,187 || 12,450 12,475 1,048 1,
5,375 5,400 900 932 6,875 6,900 1,150 1,192 || 12,475 12,500 1,045 1,
5,400 5,425 904 936 6,900 6,925 1,156 1,196 || 12,500 12,525 1,042 1,
5,425 5,450 908 %1 6,925 6,950 1,159 1,200 || 12,525 12,550 1,039 1,
5,450 5,475 912 %S 6,950 6,975 1,163 1,205 || 12,550 12,575 1,036 1,
5,475 5,500 916 %9 6,975 7,000 1,167 1,209 || 12,575 12,600 1,033 1,
5,500 5,525 921 954 7,000 7,025 1,17 1,213 |1 12,600 12,628 1,030 1
5,525 5,550 928 958 7,025 7,050 1,175 1,217 || 12,625 12,650 1,027 1,
5,550 5,57% 929 962 7,050 7,075 1,179 1,222 || 12,650 12,675 1,024 1
5,575 5,600 933 %67 7,078 7,100 1,18 1,226 || 12,675 12,700 1,021 1,
5,600 5,628 937 28] 7,100 7,125 1,188 1,230 || 12,700 12,725 1,018 1
5,625 5,650 %1 97s 7,125 11,250 1,192 1,235 || 12,725 12,750 1,015 1,
5,650 5,675 %8 980 || 11,250 11,275 1,191 1,234 || 12,750 12,778 1,012 1,
5,675 5,700 950 984 || 11,275 11,300 1,188 1,31 || 12,775 12,800 1,009 1
5,700 5,725 954 988 || 11,300 11,32 1,185 1,227 || 12,800 12,828 1,006 1,
5,725 5,750 958 993 || 11,325 11,350 1,182 1,226 || 12.825 12.8%0 1,003 1,
5,750 5,775 962 997 || 11,350 11,375 1,17 1,221 || 12,850 12,875 1,000 1,
5,775 5,800 97 1,001 11,375 11,400 1,176 1,218 || 12,875 12,900 w7 1,
5,800 5,825 74| 1,006 || 11,400 11,425 1,173 1,215 || 12,900 12,925 9% 1,
5,825 5,850 97S 1,010 || 11,425 11,450 1,170 1,212 || 12]925 12.9%0 991 1,
5,850 5,875 979 1,016 || 11,450 11,475 1,167 1,209 || 12,950 12,975 988 1,
5,875 5,900 983 1,019 || 11,475 11,500 1,164 1,206 || 12,975 13,000 985 1,
5,9 987 1,023 || 11,500 11,525 1,161 1,203 || 13,000 13,025 982 1,
g'ggg 5'9523 992 17027 || 11,525 11 550 1,158 1,200 || 13,025 13 050 979 1)
5.950 5.97% 996 1,032 || 11,550 11578 1,155 1,197 || 13,050 13 075 976 1
5.975 6,000 1,000 1,036 || 11,575 11.s00 1,152 1,19 || 13,075 13.100 73 1)



1991 Basic Earned Income Credit- Table A

3/25/91
. And you have-- And you have-- —
1 the = |eccceccccccccccncccan . If the = |eceeeo.. Y .............. 1f the ....f’:‘i.??‘.‘.t‘???....
amount on Two amount on Two emount on Two
Scheaule EIC, |One or more Schedule EIC, |One or more Schedule EIC, |One or more
line ? or Qualifying [Qualifying line ? or Qualifying [Qualifying line ? or Qualifying |Qualifyi
line ?, is -- |Child Children line 7, is - Child Children line 2, is -- |[Chilg Childrer
At But less| Then Enter onX & . At  But less| Then Enter on A; B.tl Th .................
Least Than Schedule EIC,"Line 7-- Least Than Schedule EIC, Line 7--|| Least uTh:‘ u::af:?:egxg? Line
13,100 13,125 970 1,005 14,600 14,625 791 820 16,100 16,125 61
13,125 13,150 967 1,002 16,625 14,650 788 817 16,125 16,150 603 :
13,150 13,175 964 999 164,650 14,675 785 813 16,150 16,175 606 ¢
13,175 13,200 961 996 14,675 14,700 782 810 16,175 16,200 603 ¢
13,200 13,225 958 993 14,700 14,725 e 807 16,200 16,225 600 ¢
13,225 13,250 955 990 16,725 14,750 776 804 16,225 16,250 597 ¢
13,250 13,275 952 986 14,750 14,775 73 801 16,250 16,275 594 ¢
13,275 13,300 9%9 983 14,775 14,800 770 758 16,275 16,300 591 ¢
13,300 13,325 946 980 14,800 14,828 767 795 16,300 16,325 588 ¢
13,325 13,350 943 977 14,825 14,850 764 792 16,325 16,350 585 ¢
13,350 13,375 940 974 14,850 14,875 761 789 16,350 16,375 582 ¢
13,375 13,400 937 24 14,875 14,900 758 786 16,375 16,400 S79 3
13,400 13,428 934 968 14,900 14,928 758 783 16,400 16,425 576 S
13,425 13,450 931 965 14,925 14,950 752 m 16,425 16,450 574 <
13,450 13,475 928 962 14,950 14,975 749 776 16,450 16,475 571 £
13,475 13,500 925 959 14,,.5 15,000 766 3 16,475 16,500 568 <
13,500 13,525 922 956 15,000 15,025 764 770 16,500 16,525 565 S
13,525 13,550 919 952 15,025 15,050 761 767 16,525 16,550 562 <
13,550 13,575 916 949 15,050 15,07S 738 764 16,550 16,575 559 <
13,575 13,600 914 946 15,075 15,100 735 76 16,575 16,600 556 c
13,600 13,625 911 943 15,100 15,125 732 758 16,600 16,625 553 :
13,625 13,650 908 940 15,125 15,150 729 755 16,625 16,650 550 £
13,650 13,675 905 937 15,150 15,175 726 752 16,650 16,675 547 !
13,675 13,700 902 934 15,175 15,200 3 (3] 16.675 16,700 Séb >
13,700 13,72S 899 931 15,200 15,225 720 745 16,700 16,725 S41 .
13,725 13,750 896 928 15,225 15,250 nr 742 16,725 16,750 538 .
13,750 13,778 893 925 15,250 15,275 714 739 16,750 16,775 535 ¢
13,775 13,800 890 922 15,275 15,300 1A} 736 16,775 16,800 532 i
13,800 13,825 887 918 15,300 1S,32S 708 733 16,800 16,825 529 !
13,825 13,850 884 915 15,325 15,350 705 730 16,825 16,850 526 '
13,850 13,875 881 912 15,350 15,375 702 7 16,850 16,875 523 s
13,875 13,900 878 909 15,375 15,400 699 T4 16,875 16,900 520 £
13,900 13,925 875 906 15,400 15,425 696 1 16,900 16,925 517 ‘
13,925 13,950 872 903 15,425 15,450 693 718 16,925 16,950 514 :
13,950 13,975 849 900 15,450 15,475 690 715 16,950 16,975 511 f
13,975 14,000 866 897 15,475 15,500 687 7 16,975 17,000 508 :
14,000 14,025 843 894 15,500 15,525 684 708 17,000 17,025 505
164,025 14,050 860 891 15,525 15,550 681 705 17,025 17,050 502 ‘
14,050 14,073 8s7 888 15,550 15,575 678 702 17,050 17,075 499 -
14,075 14,100 854 88s 15,575 15,600 675 699 17,075 17,100 496 g
14,100 14,128 8s1 881 15,600 15,625 672 696 17,100 17,128 493 :
164,125 14,150 848 878 15,625 15,650 669 693 17,125 17,150 490
14,150 14,173 845 873 15,650 15,675 666 690 17,150 17,175 4«87
14,175 14,200 842 872 15,675 15,700 663 687 17,175 17,200 484
164,200 14,228 839 889 15,700 15,72% 660 684 17,200 17,22% 481
14,225 14,250 836 866 15,725 15,750 657 681 17,228 17,250 478
16,250 14,275 &3 843 15,750 15,775 654 677 17,250 17,275 7S
14,275 14,300 830 860 15,775 15,800 651 674 17,275 17,300 472
14,300 14,325 az27 8s7 15,800 15,825 648 o7 17,300 17,32% 469
14,325 16:350 824 854 15,825 15,850 645 668 17,325 17,350 466
14,350 14,375 821 831 15,850 15,873 642 665 17,350 17,375 443 (
14,375 14,400 818 847 15,875 15,900 639 662 17,375 17,400 60
14,400 14,425 815 844 15,900 15,925 436 659 17,6400 17,425 7
14,425 16:650 812 841 15,925 15,950 433 656 17,425 17,450 454 ‘
164,450 14,475 809 a38 15,950 15,975 630 653 17,450 17,475 451 i
14,475 14,500 806 835 15,975 16,000 627 650 17,475 17,500 448
14,500 14,525 803 832 16,000 16,025 624 647 17,500 17,525 445 ¢
14,525 14,550 800 829 16,025 16,050 621 643 17,525 17,550 b2 L
16,550 14,575 a4 826 16,050 16,073 618 640 17,550 17,575 439 (
14,575 14,600 796 823 16,075 16,100 615 637 17,575 17,600 436 (




"1991 Basic Earned Income Credit- Table A

3725/
0 And you have-- And h .- s
1f the = = |ccecccccceccccccnnnanes I1f the ~ |.ee..... Y:‘:‘--?Y? ------- 1f the --.-ft‘i.??‘.‘.ﬁ?Y?....
amount on Two amount on T amoun
Scheaule EIC, (One or more Schedule EIC, (One o:omrt sm«t:lgnﬂc One ;:om"
line ? or Qualifying (Qualifying line ? or Qualifying (Qualifying line ? or Qualifying |Qualifyi
line 2, is -- |Child Children line ?, is Child Children line 7, is Child Children
At But less| Then Enter gn X ~x .. At But less| Then Enter on || At But less| Them mmeotioosesess
Least Than Schedule EIC, Line ?--|| Least Than Schedule EIC, Line ?--|| Least uYhn:“ Szre;?:e;xg? Line
17,600 17,625 433 449 19,100 19,128 254 263 20,600
17,625 17,650 430 46 || 19,125 19150 251 260 || 20,625 %8:2?3 ]
17,650 17,675 &7 443 19,150 19,175 248 257 20,650 20,675 &9
17,675 17,700 424 440 19,175 19,200 245 254 20,675 20,700 &6
17,700 17,725 421 436 19,200 19,225 242 251 20,700
17,725 17,750 418 433 19,225 19,250 239 248 20,725 g:gg 2?
17,750 17,775 415 430 19,250 19,275 236 265 20,750 20,775 S8
17,775 17,800 412 427 19,275 19,300 34 262 20,775 20,800 SS
17,800 17,825 409 424 19,300 19,325 231 239 20,800 20,825
17,825 17,850 406 [¥3) 19,325 19,350 228 236 20,825 20,850 23
17,850 17,875 404 418 19,350 19,375 225 33 20,850 20,875 46
17,875 17,900 401 415 19,375 19,400 222 229 20,875 20,900 43
17,900 17,925 308 412 19,400 19,425 219 226 20,900 20,92S
17,925 17,950 395 409 19,425 19,450 216 223 20,925 20,950 gg
17,950 17,975 392 406 19,450 19,475 213 220 20,950 20,975 34
17,975 18,000 389 402 19,475 19,500 210 217 20,975 21,000 3
18,000 18,025 386 399 19,500 19,525 207 214 21,000 21,028 28
18,025 18,050 383 396 19,525 19,550 204 2N 21,025 21,050 25
18,050 18,075 380 393 19,550 19,57% 201 208 21,050 21,07S 22
18,075 18,100 37 390 19,575 19,600 198 20% 21,075 21,100 19
18,100 18,125 374 387 19,600 19,625 195 202 21,100 21,125 16
18,125 18,150 n 384 19,625 19,650 192 199 21,125 21,150 13
18,150 18,175 368 381 19,650 19,675 189 195 21,150 21,175 10
18,175 18,¢ew 365 378 19,675 19,700 186 192 21,175 21,200 7
18,200 18,225 362 375 19,700 19,725 183 189 21,200 21,225 4
18,225 18,250 359 3 19,725 19,750 180 186 21,228 21,250 1
18,250 18,275 356 368 19,750 19,773 177 183
18,275 18,300 353 365 19,775 19,800 174 180
18,300 18,325 350 382 19,800 19,825 171 177
18,325 18,350 347 359 19,825 19,850 168 176
18,350 18,375 344 356 19,850 19,875 165 171
18,375 18,400 341 353 19,875 19,900 162 168
18,400 18,425 338 350 19,900 19,92S 159 165
18,425 18,450 335 347 19,925 19,950 156 161
18,450 18,475 332 344 19,950 19,973 153 158
18,475 18,500 329 341 19,975 20,000 150 155
18,500 18,52S 326 338 20,000 20,025 147 152
18,525 18,550 33 334 20,025 20,050 164 149
18,550 18,575 320 331 20,050 20,075 141 146
18,575 18,600 7 328 20,075 20,100 138 143
18,600 18,625 314 325 20,100 20,125 135 140
18,625 18,650 311 322 20,125 20,150 132 137
18,650 18,675 308 319 20,150 ) 129 134
18,675 18,700 305 316 20,175 20,200 126 131
18,700 18,725 302 313 || 20,200 20,225 123 127
18,725 18,750 299 310 20,225 20,250 120 126
18,750 18,773 296 307 20,250 20,273 117 121
18,775 18,800 293 304 20,275 20,300 114 118
18,800 18,82% 290 300 20,300 20,325 111 115
18,825 18,850 287 97 20,325 20,350 108 112
18,850 18,875 284 29% 20,350 20,373 103 109
18,875 18,900 281 N 20,375 20,400 102 106
18,900 18,925 278 288 20,400 20,425 99 103
18,925 18,950 2rs 285 20,425 20,450 9 100
18,950 18,975 ric 282 20,450 20,475 93 97
18,975 19,000 269 2 20,475 20,500 90 93
19,000 19,025 266 276 20,500 20,525 87 90
19,025 19,050 263 273 20,525 20,550 86 87
19,050 19,075 260 270 20,550 20,57% 81 84
19,075 19,100 257 267 20,575 20,600 78 81
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1991 Earned Income Credit Table B. Supplemental Young Child Credit

It the amount
on Schedule EIC,

line 2?7 or

Your
Young

Child
Credit
ig--

line 77, is

eccesccncsscsens

Than

But less

At
Least

Your

Young

Child
Credit
ig--

If the amount
on Schedule EIC,

line 2? or

line 7?7, is --

But less
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Young

Child

Credit
18-
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on Schedule EIC,
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But less
Than

At
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— NN

25
50
75
100

1
25
50
s

RRR3 ZRAR

166
167
168
169
m
172
173
174

3,325
3,350
3,375
3,400
3,425
3,450
3,475
3,675 3,500

3,300
3,325
3,350
3,375
3,400
3,425
3,450

2,473
2,500

2,425
2,450

2,400
2,425
2,450

2,475

46

&7

48

&9

125
150
175
200
225
250
s
300
325
350
375
400
425
450
47s
500
525
550
575
609
625
650
675
700
1,425
1,450
1,475
1,500

100
125
150
175
200
225
250
s
300
325
350
375
400
425
450
475
500
525
550
575
600
625
650
675

1,400

1,425

1,450

1,675



1991 Earned Income Credit Table B. Supplemental Young Child Credit 3/25/91
It the amount If the amount [f the amount
on Schedule EIC, on Schedule EIC, on Schedule EIC,
line 2?7 or Your |line 7?7 or Your |line 27 or Your
line 2?2, is -- Y line 7?7, is -- Young |line ??, is -- Young
---------------- Child |----cccccccccn.. Child |--ceveccccccna.. Child
At But less Camdi t At  But less Credit At  But less Credit
Least Than is-- | Least Than is-- | Lesst Than is--
4,500 4,525 226 6,000 6,025 301 | 11,600 11,625 344
4,525 4,550 227 6,025 6,050 302 | 11 625 11,650 343
4,550 4,575 228 6,050 6,075 303 | 14, 1650 11,675 342
4,575 4,600 229 6,07 6,100 306 | 11 675 11,700 341
4,600 4,625 231 6,100 6,125 306 | 11,700 11,728 340
4,625 4,650 232 6,125 6,150 307 | 11 725 11,750 340
4,650 4,675 233 6,150 6,175 308 | 11, ' 750 1,775 339
4,675 4,700 34 6,175 6,200 309 | 11,775 11,800 338
4,700 4,725 236 6,200 6,225 311 | 11,800 11,825 337
4,75 4,750 237 6,225 6,250 312 | 11, 1828 11,850 336
4,750 4,778 238 6,250 6,275 313 | 11 850 11,875 335
4,775 4,800 239 6,275 6,300 316 | 11 375 11,900 334
4,800 4,825 261 6,300 6,325 316 | 11,900 11,928 333
4,85 4,850 262 6,325 6,350 317 | 11,925 11,950 332
4,850 4,875 263 6,350 6,375 318 | 11 950 11,975 332
4,875 4,900 26k 6,375 6,400 319 | 11, 1975 12,000 331
4,900 4,925 246 6,400 6,425 321 | 12,000 12,025 330
4,925 4,950 267 6,425 6,450 322 | 12,025 12,050 329
4,950 4,975 248 6,650 6,475 323 | 12,050 12,07% 328
4,975 5,000 249 6,475 6,500 326 | 12,075 42,100 327
5,000 5,025 251 6,500 6,525 326 | 12,100 12,128 326
5,025 5,050 252 6,525 6,550 327 | 12,125 12,150 325
5,050 5,07S 253 6,550 6,575 328 | 12.150 12.17% 324
5,07 5,100 254 6,575 6,600 329 | 12075 12,200 324
5,100 5,125 256 6,600 6,625 331 | 12,200 12,225 33
5,125 5,150 257 6,625 6,650 332 | 12,225 12,250 322
5,150 5,178 258 6,650 6,675 333 | 12,250 12,27% 321
5,175 5,200 259 6,675 6,700 334 | 12,275 12,300 320
5,200 5,228 261 6,700 6,725 336 | 12,300 12,328 319
5,225 5,250 262 6,725 6,750 337 | 12,325 12,350 318
5,250 5,278 263 6,750 6,775 338 | 12,350 12,375 317
5,275 5,300 264 6,775 6,800 339 | 12,375 12,400 316
5,300 5,328 266 6,800 6,825 341 | 12,400 12,428 318
5,325 5,350 267 6,825 6,850 342 | 12,425 12,450 318
5,350 5,375 268 6,850 6,875 343 | 12,450 12,47% 314
5,375 5,400 269 6,875 6,900 344 | 12,475 12,500 313
5,600 5,425 an 6,900 6,928 346 | 12,500 12,528 312
5,625 5,450 a2n 6,925 6,950 347 | 12, 1528 12,550 31
5,450 5,475 rig ] 6,950 6,973 348 | 12,550 12,575 310
5,675 5,500 274 6,975 7,000 349 | 12, 573 12,600 309
5,500 5,528 276 7,000 7,028 351 | 12,600 12,62% 308
5,523 5,550 rig4 7,025 7,050 352 | 12, ,625 12 650 307
$,550 5,578 s 7,00 7,075 353 | 12, 1650 12 673 307
5,57 5,600 m 7,073 7,100 354 | 12,673 1z,m 306
5,600 S,628 281 7,100 7,128 356 | 12,700 12,728 305
5,628 5,650 282 7,125 11,250 357 | 12,725 12,750 304
5,650 5,673 283 | 11,250 11,273 357 | 12,750 12,773 303
5,675 $,700 284 | 11,275 11,300 356 12 775 12,800 302
5,700 5,725 286 | 11,300 11,325 355 | 12,800 12,828 301
5,725 5,750 287 | 11,325 11,3%0 354 12,825 12,850 300
5,750 S,775 288 | 11,350 11,375 353 | 12,850 12,875 299
s, 775 5,800 289 | 11,375 11,400 352 | 12,875 12,900 299
5,800 5,825 291 | 11,400 11,428 351 | 12,900 12,928 298
5,825 5,850 292 | 11,625 11,450 350 | 12,925 12,950 97
5,850 5,873 293 | 11,450 11,475 349 | 12,950 12,975 296
5,873 5,900 29% | 11,475 11,500 49 | 12, ‘978 13,000 29%
5,900 5,928 296 | 11,500 11,528 348 | 13,000 13,025 296
5,925 5,950 297 | 11,528 11,550 347 | 13,025 13,050 293
5,950 5,975 298 | 11,550 11,575 346 | 13,050 13,075 292
5,975 6,000 299 | 11,575 11,600 345 | 13, 075 13,100 291



1991 Earned Income Credit Table B. Supplemental Young Child Credit 3/25/91
[t the amount It the amount If the amount
on Schedule EIC, on Schedule EIC, on Schedule EIC,
line 7?7 or Your [line ?? or Your (line ?? or Your
line 7?7, is -- Y line 77, is -- Young (line 7?7, is -- Y
---------------- Child |--ccereccccnnnn. Child [--ececccenceen.. Child

At  But less Ceredit At  But less Credit At  But less Credit
Least Than is-- | Least Than is-- | Least Than is--
13,100 13,128 291 | 14,600 14,625 237 | 16,100 16,125 183
13,125 13,150 290 | 14,625 14,650 236 | 16,125 16,150 183
13,150 13,178 289 | 14,650 14,675 235 | 16,150 16,175 182
13,175 13,200 288 | 14,675 14,700 234 | 16,175 16,200 181
13,200 13,228 287 | 14,700 14,725 233 | 16,200 16,225 180
13,225 13,250 286 | 14,725 14,750 232 | 16,225 16,250 17
13,250 13,275 285 | 14,750 14,775 232 | 16,250 16,275 178
13,275 13,300 284 | 14,775 14,800 231 | 16,275 16,300 77
13,300 13,328 283 | 14,800 14,825 230 | 16,300 16,325 176
13,325 13,350 282 | 14,825 14,850 229 | 16,325 16,350 175
13,350 13,375 282 | 14,850 14,875 228 | 16,350 16,375 174
13,375 13,400 281 | 14,875 14,900 227 | 16,375 16,400 174
13,6400 13,425 280 | 14,900 14,928 226 | 16,400 16,425 173
13,425 13,450 279 | 146,925 14,950 225 | 16,425 16,450 172
13,450 13,475 278 | 14,950 14,97% 224 | 16,450 16,475 17
13,475 13,500 277 | 14,975 15,000 224 | 16,475 16,500 170
13,500 13,525 276 | 15,000 15,025 223 | 16,500 16,525 169
13,525 13,550 275 | 15,025 15,050 222 | 16,525 16,550 168
13,550 13,575 274 | 15,050 15,07S 221 | 16,550 16,57% 167
13,575 13,600 276 | 15,075 15,100 220 | 16,575 18,600 166
13,600 13,625 273 | 15,100 15,128 219 | 16,600 16,625 166
13,625 13,650 272 | 15,125 15,150 218 | 16,625 16,650 165
13,650 13,675 271 | 15,150 15,173 217 | 16,650 16,67% 164
13,675 13,700 270 | 15,17 15,200 216 | 16,675 16,700 14%
13,700 13,725 269 | 15,200 15,228 216 | 16,700 16,725 162
13,725 13,730 268 | 15,228 15,250 215 | 16,725 16,750 161
13,750 13,775 267 | 15,250 15,27S 216 | 16,750 16,775 160
13,775 13,800 266 | 15,275 15,300 213 | 16,775 16,800 159
13,800 13,828 266 | 15,300 15,328 212 | 16,800 16,825 158
13,825 13,850 265 | 15,325 15,350 211 | 16,825 16,850 158
13,850 13,875 264 | 15,350 1S5,37% 210 | 16,850 16,875 157
13,875 13,900 263 | 15,375 15,400 209 | 16,875 16,900 156
13,900 13,925 262 | 15,400 15,425 208 | 16,900 16,92% 158
13,925 13,950 261 | 15,425 15,450 208 | 16,925 16,950 154
13,950 13,975 260 | 15,450 15,47S 207 | 16,950 16,975 153
13,975 14,000 259 | 15,475 15,500 206 | 16,975 17,000 152
14,000 14,025 258 | 15,500 15,528 205 | 17,000 17,028 151
14,025 14,050 257 | 15,528 15,550 204 | 17,025 17,050 150
14,050 14,07% 257 | 15,550 15,57% 203 | 17,050 17,075 149
16,075 14,100 256 | 15,575 15,600 202 | 17,073 17,100 149
14,100 14,128 253 15,600 15,625 201 17,100 17,128 148
14,125 14,130 254 | 15,625 15,650 200 | 17,128 17,150 147
16,150 14,173 233 | 15,650 15,675 199 | 17,150 17,175 146
146,175 14,200 252 | 15,678 15,700 199 | 17,178 17,200 145
14,200 14,225 251 | 15,700 15,725 198 | 17,200 17,225 164
14,225 14,250 250 | 15,728 15,750 197 | 17,228 17,250 143
14,250 14,273 269 | 15,750 15,773 196 | 17,250 17,278 142
14,275 14,300 269 | 15,775 15,800 195 | 17,275 17,300 141
14,300 14,325 248 | 15,800 15,828 196 | 17,300 17,328 141
14,325 14,350 267 | 15,825 15,850 193 | 17,325 17,350 140
14,350 14,373 266 | 15,850 15,875 192 | 17,350 17,373 139
146,375 14,400 245 | 15,873 15,900 191 | 17,375 17,400 138
14,400 14,425 264 | 15,900 15,925 191 | 17,400 17,428 137
16,625 14,450 243 | 15,925 15,950 190 | 17,425 17,450 136
14,450 14,473 262 | 15,950 15,975 189 | 17,450 17,475 135
16,475 14,500 261 | 15,973 16,000 188 | 17,475 17,500 134
14,500 14,528 261 | 16,000 16,025 187 | 17,500 17,%2% 133
14,525 14,550 260 | 16,025 16,050 186 | 17,525 17,550 133
14,550 14,575 239 | 16,050 16,073 188 | 17,550 17,57% 132
16,575 14,600 238 | 16,075 16,100 184 | 17,575 17,600 131




1991 Earned Income Credit Table 8. Supplemental Young Child Credit

3725/

If the amount
on Schedule EIC,

It the amount
on Schedule EIC,

It the amount
on Schedule EIC,

line 27 or Your |line ?? or Your |line ?? or Your

line 2?2, is -- Young (line ??, is -- Young [line ?7, is -- Y

---------------- Child [-cccecvecccec... Child |----cccvecccenn. Child
At But less @it At  But less Credit At  But less Credit
Least Than is-- | Least Than is-- | Least Than is-
17,600 17,625 130 | 19,100 19,125 76 | 20,600 20,625 3
17,625 17,650 129 | 19,125 19,150 75 | 20,625 20,650 22
17,650 17,675 128 | 19,150 19,175 75 | 20,650 20,675 21
17,675 17,700 127 | 19,175 19,200 74 | 20,675 20,700 20
17,700 17,725 126 | 19,200 19,228 73 | 20,700 20,72% 19
17,728 17,750 125 | 19,225 19,250 72 | 20,725 20,750 18
17,750 17,778 125 | 19,250 19,275 71 | 20,750 20,778 17
17,775 17,800 126 | 19,275 19,300 70 | 20,775 20,800 17
17,800 17,828 123 | 19,300 19,325 69 | 20,800 20,825 16
17,825 17,850 122 | 19,325 19,350 68 | 20,825 20,850 15
17,850 17,875 121 | 19,350 19,375 67 | 20,850 20,87% 14
17,875 17,900 120 | 19,375 19,400 66 | 20,875 20,900 13
17,900 17,925 119 | 19,400 19,425 66 | 20,900 20,925 12
17,925 17,950 118 | 19,425 19,450 65 | 20,925 20,950 1
17,950 17,975 117 | 19,450 19,475 64 | 20,950 20,975 10
17,975 18,000 116 | 19,475 19,500 63 | 20,975 21,000 9
18,000 18,025 116 | 19,500 19,525 62 | 21,000 21,025 8
18,025 18,050 115 | 19,525 19,550 61 | 21,025 21,050 8
18,050 18,075 114 | 19,550 19,575 60 | 21,050 21,07S 7
18,075 18,100 13 | 19,575 19,600 59 | 21,075 21,100 6
18,100 18,128 112 | 19,600 19,625 58 | 21,100 21,12% 5
18,125 18,150 111 | 19,625 19,650 58 | 21,125 21,150 4
18,150 18,178 110 | 19,650 19,475 S7 | 21,150 21,178 3
18,175 18,200 19?2 | 19,675 19,700 56 | 21,175 21,200 2
18,200 18,225 108 | 19,700 19,725 55 | 21,200 21,225 1
18,225 18,250 108 | 19,725 19,750 54 | 21,225 21,250 1
18,250 18,275 107 | 19,750 19,775 s3

18,275 18,300 106 | 19,775 19,800 52

18,300 18,328 105 | 19,800 19,82S 51

18,325 18,350 104 | 19,825 19,850 50

18,350 18,375 103 | 19,850 19,875 S0

18,375 18,400 102 | 19,875 19,900 49

18,400 18,425 101 | 19,900 19,925 48

18,425 18,450 100 | 19,925 19,950 47

18,450 18,473 100 | 19,950 19,975 &6

18,475 18,500 99 | 19,975 20,000 45

18,500 18,525 98 | 20,000 20,025 &b

18,525 18,550 97 | 20,025 20,050 43

18,550 18,573 9% | 20,050 20,075 42

18,575 18,600 93 | 20,075 20,100 (%]

18,600 18,623 9 | 20,100 20,125 3

18,625 18,650 93 | 20,128 20,150 40

18,650 18,673 92 | 20,150 ’ 39

18,675 18,700 91 | 20,175 20,200 38

18,700 18,723 91 | 20,200 20,225 37

18,725 18,730 90 | 20,228 20,250 36

18,730 18,773 8 | 20,250 20,275 35

18,775 18,800 88 | 20,273 20,300 34

18,800 18,825 87 | 20,300 20,325 33

18,825 18,850 86 | 20,325 20,350 33

18,850 18,873 85 | 20,350 20,375 32

18,875 18,900 8 | 20,375 20,400 n

18,900 18,925 83 | 20,400 20,425 30

18,925 18,950 83 | 20,425 20,450 29

18,950 18,975 82 | 20,450 20,475 28

18,975 19,000 81 | 20,475 20,500 27

19,000 19,025 80 | 20,500 20,525 26

19,025 19,050 7™ | 20,528 20,550 25

19,050 19,073 78 | 20,550 20,57% 25

19,07 19,100 77 | 20,575 20,600 26




1991 Earned Income Credit Table C. (Health Insurance Premium Credit) 2/28/91

If the amount
on Schedule EIC

line 12 or

Your

Health

line 13, is

feteescceccc----Ingurance

Credit
is--

But less
Than

At
Least

RANR KARA

4558 Bgk8

GRE

5758

LA A A 4

RA3K

- e o =

LA & & 4

It the amount
on Schedule EIC

line 12 or

Your
Health

Insurance

line 13, fis

But less Credit
Than ig--

At
Least

1,525
1,550

1,575

1,

1,500
1,525
1,550

1,575

3333

KRK8

- = & e

NN

BRRE

NN

It the amount
on Schedule EIC,

line 12 or

Your
Heal th

Insurance

line 13, is

Gredit
ig--

Than

But less

At
Least

125
150
173
200
325
350
75
400
425
450
475
500
525
550
575
600

1,

100
125
150
175
300
325
350
3rs
400
425
450
500
525
550
575
600
650
673
900
950
973

475

RXERK

0349 3333

BgKS 8



1991 Earned Income Credit Table C. (Health Insurance Premius Credit) 2/28/91

If the amount
on Schedule EIC,

It the amount
on Schedule EIC,

It the amount
on Schedule EIC,

line 12 or Your |line 12 or Your (lLine 12 or Your
line 13, is -- Health [line 13, is -- Health [line 13, is -- Health
................ Insurance |----------ccccct [ngurance cecescccececccccInguUrance
At But less. - (redit At But less Credit At  But less Credit
Least Than 18- Least Than is - | Least Than ige-
4,500 4,525 2711 | 6,000 6,025 361 | 11,600 11,625 413
4,525  4.550 22 | 6,025 6,050 362 | 11,625 11,650 412
4,550 4.57% 276 | 6,050 6.075 364 | 11,650 11,675 411
4,575 4.600 2ars | 6,075  6.100 365 | 11,675 11,700 410
4,600 4,625 277 | 6,100 6,128 367 | 11,700 11,728 409
4,625 4.650 278 | 6,125 6,150 368 | 11,725 11,750 4«08
4,650 4675 280 | 6,150 6,178 370 | 11,750 11,778 406
4,675  4.700 281 | 6,175 6,200 31 | 11,775 11.800 05
4,700 4,725 83 | 6,200 6,228 373 | 11,800 11,828 404
4,725 4.750 84 | 6,225 6.2% 37 | 11,825 11.850 403
4,750 4778 286 | 6,250 6,275 376 | 11,850 11.87S 402
4775 4.800 87 | 6215 6,300 377 | 11,875 11900 401
4,800 4,825 289 | 6,300 6,325 379 | 11,900 11,928 400
4,825 4.850 290 | 6325 6,35 380 | 11,925 11,950 399
4.850 4,875 22 | 6.350 6,375 382 | 11,950 11,975 398
4,875  4.900 293 | 6,375 6,400 383 | 11,975 12,000 397
4,900 4,925 295 6,600 6,425 388 12,000 12,028 396
4.925 4.950 296 | 6.425 6.450 386 | 12,025 12,050 395
4,950 4.97% 298 | 6.450 6.475 338 | 12,050 12,075 3%
4,975  5.000 299 | 6,475 6.500 389 | 12,075 12,100 393
5,000 5,025 301 6,500 6,525 391 12,100 12,128 3
5.025 5.050 302 | 6,525 6550 392 | 12125 12150 390
5.050 $5.075 304 | 6.550 6.57% 3% | 12,150 12.17% 389
5.075 5.100 305 | 6,575 6.600 395 | 12175 12200 328
5,100 5,125 307 | 6,600 6,628 397 | 12,200 12,228 387
5,125 5.150 308 | 6,625 6.650 398 | 12/225 12.2%0 386
5.150 5.17% 310 | 6,650 6,675 400 | 12/250 12278 3as
5,175  5.200 311 | 6,675 6.700 401 | 12.275 12.300 3%
5,200 5,228 313 | 6,700 6,728 403 | 12,300 12,328 383
5.225 5.250 34 | 6,725 6.750 404 | 12/32% 12)350 382
5.250 5.27% 316 | 6,750 6773 406 | 12/350 12.375 381
5,275  5.300 17| 6,775 6,800 407 | 12,375 12,400 380
5,300 5,325 319 | 6,800 6,828 409 | 12,400 12,428 37
5.328 5.350 320 | 6,825 6.8%0 410 | 12.425 12,450 378
5.350 5.37% 322 | 6,850 6.875 412 | 12,450 120475 376
5.375  5.400 323 | 6,875 6.900 413 | 12,475 12.500 7S
5,400 5,428 325 | 6,90 6,925 418 | 12,500 12,528 7%
5.425 5.450 326 | 6,925 6,950 416 | 12)525 12)5%0 16 ]
5,450 5.47S 328 | 6,950 6.975 418 | 12,550 12.57% 372
5,475 5.500 329 | 6,97 7,000 419 | 12,575 12)600 14]
5,500 $,528 331 | 7,000 7,028 421 | 12,600 12,628 370
5,525 5,550 332 7,025 7,050 422 | 12,625 12,6%0 369
5.550 $.57% 334 | 7,050 7078 426 | 12.650 12678 348
5,575 5,600 335 | 7,078 7,100 425 | 12,675 12,700 367
5,600 5,625 337 | 7,100 7,125 427 | 12,700 12,728 366
5,625 5,650 B3| 713 11.2%0 «28 | 12)725 12,70 365
5,650 5,678 340 | 11,250 11,273 428 | 12,750 12,778 364
5,675 S,700 341 | 11,275 11,300 427 | 12773 12,800 363
5,700 S,725 343 | 11,300 11,328 426 | 12,800 12,828 361
5,725 5.750 344 | 11)328 11.3%0 425 | 12,828 12)8%0 340
5.750 S.778 346 | 11,350 11378 426 | 12,850 12,875 389
S.775 5,800 347 | 11,375 11,400 43 | 12,875 12,900 338
5,800 5,825 349 | 11,6400 11,425 421 | 12,900 12,928 357
5.825 5,850 350 | 11,425 11,450 420 | 12,925 12,950 3%6
5.850 5.87% 352 | 11,450 11,478 419 | 12,950 12,978 388
5,875 5.900 353 | 11,475 11,500 418 | 12,975 13,000 354
5,900 5,928 385 | 11,500 11,528 417 | 13,000 13,025 353
5,925 5,950 3% | 11,525 11,550 416 | 13,025 13,050 352
5.950 5.975 358 | 11,550 11.57% 415 | 13,050 13,073 359
5,975 6,000 350 | 11,575 11,600 416 | 13,075 13,100 3%0



1991 Earned Income Credit Table C. (Health [nsurance

Premium Credit) 2/28/91

[t the amount If the amount If the amount
on Schedule EIC, on Schedule EIC, on Schedule EIC,
line 12 or Your [line 12 or Your |line 12 or Your
line 13, is -- Health |line 13, is -- Health |line 13, is -- Health
---------------- Insurance |-----+---c------ Ingurance --------------"lmur“‘
At  But less Qredit At  But less Credit At But less Credit
Least Than is-- | Least Then is*- | Least Than is--
13,100 13,128 349 | 14,600 14,628 284 | 16,100 16,128 220
13,125 13,150 348 | 14,625 14,650 283 16 125 16,150 219
13,150 13 173 346 | 14,650 14,673 282 | 16,150 16,173 218
13,178 13 200 345 | 14,675 14,700 281 | 16,173 16,200 217
13,200 13,228 344 | 14,700 14,725 280 | 16,200 16,225 216
13,225 13,250 343 | 14,725 14,730 2m 16,225 16 250 215
13,250 13,275 342 | 16,750 14,775 278 | 16,250 16 ers 214
13,275 13,300 341 | 14,775 14,800 an 16 ars 16,3& 213
13,300 13,325 340 | 14,800 14,82S 276 | 16,300 16,325 21
13,325 13,350 339 | 14,825 14,850 275 16 325 16,350 210
13,350 13,378 338 | 14,850 14,875 274 16 350 16, 375 209
13, 375 13,400 337 | 1%, A75 14,900 273 | 16,375 16 400 208
13,400 13,425 336 | 14,900 14,925 271 | 16,400 16,425 207
13, 1425 13,450 335 | 14,925 14,950 270 16 425 16,450 206
13,450 13,473 334 | 14,950 14,975 269 16 450 16,475 205
13, TS 13,500 333 | 14,975 15,000 28® 16 475 16,500 204
13,500 13,528 331 | 15,000 15,025 267 | 16,500 16,525 203
13,525 13,550 330 15 025 15,050 266 | 16,525 16,550 202
13,550 13,57% 329 | 15,050 15,075 2685 | 16,550 16,575 201
13,575 13,600 328 | 15,075 15,100 264 | 16,575 14,600 200
13,600 13,625 327 | 15,100 15,128 263 | 16,600 16,625 199
13, 1625 13,650 326 | 15,125 15,150 262 | 16,625 16,650 198
13,650 13,675 325 | 15,150 15,17% 261 | 16,650 16,675 196
13,675 13./w X246 | 15,175 15,200 280 | 16,675 16 700 19%
13,700 13,725 323 | 15,200 15,225 + 259 | 16,700 16,725 196
13 725 13,750 322 | 15,225 15,250 258 | 16,725 16,750 193
13,750 13,778 321 | 15,250 15,275 256 | 16,750 16,775 192
13,775 13,800 320 | 15,275 15,300 255 | 16,775 16,800 191
13,800 13,82S 319 | 15,300 15,328 256 | 16,800 16,82S 190
13,825 13,850 318 | 1S, 325 15,350 253 | 16,825 16,850 189
13,850 13,873 316 | 15, 1350 15,375 252 | 16,850 16,875 188
13, 'a7s 13,900 315 | 1S, 375 15,400 251 | 16,873 16,900 187
13,900 13,925 314 | 15,400 15,425 250 | 16,900 16,92% 186
13,925 13,950 313 | 15,425 15,450 249 | 16,925 16,950 188
13,950 13,978 312 | 15,450 15,475 2648 | 16,950 16,975 184
13 975 14,000 311 | 15,473 15,500 247 | 16,973 17,000 13
14,000 14,028 310 | 15,500 15,528 266 | 17,000 17,025 181
16,025 14,050 309 | 15,525 15,550 245 | 17,028 17,050 180
14,050 14,075 308 | 15,550 15,578 264 | 17,050 17,073 1™
14,075 14,100 307 | 15,575 15,600 243 | 17,078 17,100 178
14,100 14,125 306 | 15,600 15,625 261 | 17,100 17,128 7
14,128 14,1%0 308 | 15,628 15,650 240 | 17,128 17,150 176
146,150 14,173 306 | 15,650 15,673 39 | 17,150 17,173 173
16,173 14,200 303 | 15,673 15,700 238 | 17,175 17,200 17
14,200 14,225 301 | 15,700 15,728 37 | 17,200 17,228 173
14,225 14,250 300 | 15,725 15,750 36 | 17,225 17,250 172
14,250 14,273 299 | 15,750 15,778 235 | 17,250 17,278 m
14,275 14,300 298 | 15,778 15,800 346 | 17,275 17,300 170
14,300 14,328 297 | 15,800 15,828 23 | 17,300 17,328 169
14,325 14,350 296 | 15,825 15,850 32 | 17,325 17,350 168
14,350 14,378 295 | 15,850 15,878 31 | 17,350 17,373 166
14,373 16 400 2% | 15,873 15,900 30 | 17,373 17, ,4600 165
14,400 14,425 293 | 15,900 15,928 229 | 17,400 17,425 166
14,425 14,450 292 | 15,925 15,950 228 | 17,425 17,450 163
14,450 14,473 291 | 15,950 15,975 226 | 17,450 17,478 162
14,475 16 $S00 290 | 15,973 16,000 17,475 17,500 161
14,500 14,528 289 | 16,000 16,025 224 | 17,500 17,528 160
14,525 14,550 288 | 16,025 16,050 23 | 17,525 17,550 159
14,550 14, 575 286 | 16,050 16,078 222 | 17,550 17,573 158
16 575 14, aoo 285 16 073 16,100 221 | 17,575 17,600 157




1991 Esrned Income Credit Table C.

(Heslth Insurance Premium Credit) 2/28/91

It the amount If the amount It the amount

on Schedule EIC, on Schedule EIC, on Schedule EIC,

line 12 or Your |[line 12 or Your [line 12 or Your

line 13, is -- Health [line 13, s -- Health |line 13, is -- Health

------------ Insurance [------ccceena... Insurance teececccccccccc-Insurance
At But less Credit At  But less Credit At  But less Credit
Least Than i%-- | Least Than is-- | Least Than is--
17,600 17,625 156 | 19,100 19,128 91 | 20,600 20,4825 27
17,625 17,650 155 | 19,125 19,150 90 | 20,625 20,650 26
17,650 17,675 154 | 19,150 19,178 89 | 20,650 20,475 25
17,675 17,700 153 | 19,175 19,200 88 | 20,675 20,700 26
17,700 17,725 151 | 19,200 19,225 87 | 20,700 20,728 3
17,725 17,750 150 | 19,225 19,250 8 | 20,725 20,750 2
17,750 17,775 149 | 19,250 19,275 8 | 20,750 20,773 21
17,775 17,800 148 | 19,275 19,300 8 | 20,775 20,800 20
17,800 17,825 147 | 19,300 19,328 & | 20,800 20,82 19
17,825 17,850 146 | 19,325 19,350 82 | 20,825 20,850 18
17,850 17,875 145 | 19,350 19,375 81 | 20,850 20,87 17
17,875 17,900 164 | 19,375 19,400 80 | 20,875 20,900 15
17,900 17,928 143 | 19,400 19,425 7 | 20,900 20,928 14
17,925 17,950 1642 | 19,425 19,450 78 | 20,925 20,950 13
17,950 17,978 1641 | 19,450 19,475 76 | 20,950 20,97S 12
17,975 18,000 140 | 19,475 19,500 75 | 20,975 21,000 1"
18,000 18,025 139 | 19,500 19,528 76 | 21,000 21,028 10
18,025 18,050 138 | 19,525 19,550 73 | 21,025 21,050 9
18,050 18,075 136 | 19,550 19,57% T2 | 21,050 21,07 8
18,075 18,100 135 | 19,575 19,600 71| 21,078 ,&](100 7

v

18,100 18,128 134 | 19,600 19,625 70 | 21,100 21,128 é
18,125 18,150 133 | 19,625 19,650 69 | 21,125 21,150 S
18,150 18,175 132 | 19,650 19,675 68 | 21,150 21,178 4
18,175 18,200 131 | 19,675 19,700 67 | 21,175 21,200 3
18,200 18,225 130 | 19,700 19,728 , 66 | 21,200 21,225 2
18,225 18,250 129 | 19,725 19,750 65 | 21,225 21,250 1
18,250 18,275 128 | 19,750 19,775 64

18,275 18,300 127 | 19,775 19,800 a3

18,300 18,328 126 | 19,800 19,82S 61

18,325 18,350 125 | 19,825 19,850 60

18,350 18,375 126 | 19,850 19,875 59

18,375 18,400 123 | 19,875 19,900 58

18,400 18,425 121 | 19,900 19,928 b1 4

18,425 18,450 120 | 19,925 19,950 56

18,450 18,475 119 | 19,950 19,975 $S

18,475 18,500 118 | 19,975 20,000. 54

18,500 18,528 117 | 20,000 20,025 53

18,525 18,550 116 | 20,028 20,050 b 4

18,550 18,573 115 | 20,050 20,075 S1

18,573 18,600 114 | 20,073 20,100 S0

18,600 18,628 113 | 20,100 20,128 49

18,625 18,650 112 | 20,125 20,150 48

18,650 18,673 111 | 20,150 20,173 (3

18,673 18, 110 | 20,173 20,200 45

18,700 18,783 109 | 20,200 20,228 &b

18,723 18,730 108 | 20,225 20,250 43

18,730 18,773 106 | 20,250 20,27S L

18,775 18,800 105 | 20,275 20,300 41

18,800 18,828 104 | 20,300 20,325 40

18,825 18,850 103 | 20,325 20,350 39

18,850 18,873 102 | 20,350 20,378 33

18,875 18,900 101 | 20,375 20,400 37

18,900 18,928 100 | 20,400 20,425 36

18,925 18,950 99 | 20,425 20,450 35

18,950 18,978 98 | 20,450 20,475 3%

18,975 19,000 97 | 20,475 20,500 3

19,000 19,025 9 | 20,500 20,528 32

19,025 19,050 93 | 20,528 20,550 30

19,050 19,075 9% | 20,550 20,575 29

19,075 19,100 93 | 20,57 20,600 28




Top Taxpayer Errors - 1991

Approximate Number of Returns in Error
Cumulative through April 10, 1991

Used incorrect income when figuring earned income credit ...................nnnnnnnnnnneneeneanneeee. 241,962
Incorract standard detduBHON cuussasssammmssmasmommmeimmerm e S SV ST SRR 234,157 '
Falled to claim earned Income credit when entitled ..............oo e rnesernenes 226,351
Math error when figuring refund amount ...t 171,715
Claimed earned Income credit when not entitled ... eeereeeerercrrrcneerenneneninenseceessssssnnes 140,494

¢ 3jusuyoelly



Withdrawal/Redaction Sheet
(George Bush Library)

Document No.
and Type

12. List

Cdllecﬁon:

Bush Presidential Records
Chief of Staff, White House Office of

Sununu, John, Files

Record Group:
Office:

Series:
Subseries:
WHORM Cat.:

File Location:

Cabinet Agencies Files

Brady (Treasury) (1991)

12/302004
1998-0004-F[2]
2005-0426-S

'Date Closed: )
FOIA/SYS Case #:
Re-review Case #:
P-2/P-5 Review Case #:
AR Case #: 7
AR Disposition:

AR Disposition Date:

‘Subject/Title of Document

Candidates for Capital Gains Technical Study Group (1 pp.)

] | O?\/ll; Nuimbejrﬂ:

Déte VResrtriction Crilass.i

3/21/91 (b)(6)

29186-011
Appeal Case #:

Appeal Disposition:

Disposition Date:

’ MR C'aser#:

MR Disposition:
MR Disposition Date:

RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)]

P-1 National Security Classified Information [(a)(1) of the PRA]

P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P-3 Release would violate a Federal statute [(a)(3) of the PRA]

P-4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed of
gift.

PRM. Removed as a personal record misfile.

Freedom of Information Act - |5 U.S.C. 552(b)]

(b)(1) National security classified information [(b)(1) of the FOIA]
(b)(2) Release would disclose internal personnel rules and practices of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

(b)(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions |[(b)(8) of the FOIA]

(b)(9) Release would disclose geological or geophysical information




CHART 1 xi

FEDERAL REGULATION OF COMMERCIAL BANKB (Selected Examples)

BANK HOLDING COMPANY

Regulated by FRB

Number: 5,878
Assets: §$2,700B

Citicorp

Bank America Corp.
Chase Manhattan Corp.
S8ecurity Pacific Corp.
J. P. Morgan & Co.

00000

|

NATIONAL BANK

Regulated by ocC

Number: 4,066
Assets: §1,992B

STATE CHARTERED MEMBER BANK

Regulated by FRB

Number: 1,020
Assets: §567B

Regulated by FDIC

Number: 7,414
Assets: $801B

o Citibank o Morgan Guaranty Trust o Union Bank

o Bank of Mmerica o Bankers Trust O Boston Safe Deposit and

o Chase Manhattan Bank, NY o Mamufacturers Hanover Trust

o Becurity Pecific o Chemical Bank 0 Chase Manhattan (USA), DE

O Wells Fargo o Bank of New York O Mmerican Express Centurion
o

Bank of Hawaii

Note: MNumber and assets of BHHCs as of year-end 1989 (FRB); mmber and assets of banks as of June 30, 1990 (FDIC):;
data on savings banks pot included.



CHART #2

Insured Commercial Banks By Charter Type

Number of Banks

State Member (FRB) National (OCC)
8.2% 32.5%

State Non-Member (FDIC)
59.3%

12,500 Banks

Source: FDIC, Data as of June, 1990.

Assets

National (OCC)
59.3%

(FDIC)

State Member (FRB ¥
16.9%( ) State Nzcgfat::mber
$3.4 Trillion




CHART #3

VICE PRESIDENT®S TASK FORCE
PROPOSED FEDERAL REGULATION OF
COMMERCIAL BANKS AND THEIR HOLDING COMPANIES
(

Excludes Purely insurance Functions of the FDIC)

Federal :rhnl
Bank seIve
A.u:= Boassd
i%ld 0CC)

reasury)

|‘ 2

|

|

|

}

|

|

|

-7

|
|
|
|
|
|
|
|
|
=%
f

Nalional Holding State Fobig

1. Oniy for 1hose hoiding companies of netionsl banks (38) which qualily se an “international cless™ holding company.

2. To the ealont respensibiiities ore nol tLianslorrod 10 the slalee.



CHART #4

PROPOSED FEDERAL REGULATION OF

COMMERCIAL BANKS AND THEIR HOLDING COMPANIES
‘ Ghduhnﬁmdyhuuuwonn&modﬂnFDEn

Fedaral Federal
Resarve

Bank
- Board

Agenc
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THE WHITE HOUSE

WASHINGTON

February 4, 1991

MEMORANDUM FOR GOVERNOR SUNUNU THE CHIEF of STAFE
DICK DARMAN
MICHAEL BOSKIN has Seel

ROGER PORTER
DAVID DEMA?EST

FROM: EDE HOLIDAY%%S

SUBJECT: Draft Fact Sheet for Treasury's Banking Reform
Announcement

Attached is a copy of the draft fact sheet for Treasury's press
conference tomorrow to announce the banking reform study.

Attachment
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DRAFT FACT SHEET
The Need for Reform
It is time to modernize our financial system to make banks

safer and more competitive:

o We must modernize our banking system, updating archaic
rules dating back to the 1930s.

o Banks must be safe and sound to protect depositors and
taxpayers.

o A strong, internationa competitive banking system is

essential to a growing economy and rising living
standards for all Americans. ‘

The is Under Stress

o Technology is changing the way financial institutions
do business, but our banks are d by out-of-date
rules.

o Bank failures are draining the bank-financed insurance
fund.

o Our banks are falling behind international competitors:
Only one of the 30 largest banks in the world is

American, compared to nine of 30, including the top
three, just 20 years ago.

The Benefits of Reform

A modern, safe and internationally competitive banking

industry will protect depositors and taxpayers, serve consumers,
benefit workers and businesses, and gtrengthen our nation.

Protect depositors and taxpavers:

Depositor confidence and taxpayer protection will
result from:

- A safe, well-capitalized banking system;
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- limitations on taxpayer exposure to losses from

bank failures:;

-- and a strong, well-capitalized insurance fund.

Serv sume :

An efficient, integrated financial services system will
mean:

-— Consumers will have access to a wider range of
services at the least possible cost.

- Consumers also will enjoy the convenience of
nationwide access to services.

Benefit workers and businesses:

A healthy banking system with strong, competitive banks
will ensure:

- Jobs are preserved because loans are not called at

the first sign of economic downturn.

- Businesses, especially small businesses, can count
on _banks in bad times as well as good.

Strenathen the nation:

A world-class financial services system provides a
foundation for a world-class economy:

-=- International economic leadership in the 21st

century will require an jinternationally
competitive financial services systenm.

rine in

The recommendations for reform are based on several
fundamental principles, each of which is important to ensuring a
safe, sound and competitive banking system that protects
taxpayers, benefits businesses, serves consumers and keeps our
country number one in the world economy. Here are the |

principles:
First, e in
overextended deposit insurarnce system, which now covers the funds

of wealthy, sophisticated investors, not the small savers for
whom deposit insurance was created. This reform will restore
market discipline over risky activities that have increased the
possibility of taxpayer exposure to losses in the banking system.
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Second, we wil er er b
strengthening the role of capital -- not by raising capital
standards, but with a plan to attract capital to the banking
industry. This will include rewarding well-capitalized banks
with new activities that will attract still further capital, and
taking prompt corrective action to address under-capitalized
‘banks.

Third, we will make banks more competitive by medernizing
archaic rules. Technological advances and other innovations in

financial markets have put banks at a competitive disadvantage --
at home and abroad =-- that has weakened the system and hurt
taxpayers, consumers and businesses. Changes will allow banks to
engage in a broader range of financial services and to operate
nationwide.

Fourth, w ill o b in m ng the
regulatory structure more efficient. Currently, overlapping

regulatory responsibilities lead to confusion and uneven results.

Finally, we will protect taxpayers by recapjtalizing the
Bank Insurance Fund with industry funds.
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PART ONE: DEPOSIT INSURANCE AND BANKING REFORM

The Administrationis deposit insurance recommendations go
well beyond the narrcw issue of deposit insurance and encompass
the entire range of safety, soundness and competitiveness issues
facing the banking system. They form a balanced, integrated
package that must be considered as a whole. No single
recommendation will be effective by itself, and indeed, could be
counterproductive if adopted in isolation.

I. 8Strengthen the Role of Capital

| The single most powerful tool to make banks safer is
capital. Capital standards need not be raised, but the role of

E
' RECOMMENDATIONS

capital can be strengthened. This will discourage excessive
risk-taking, reduce the likelihood of bank failure, and provide a
cushion to absorb losses ahead of the insurance fund and,
ultimately, the taxpayer.

Well-capitalized banks are better able to keep lending,
rather than shrinking loans to build capital ratios, during

economic declines. And they are better able to meet competitive
challenges and to take advantage of new opportunities.

| Specific Recommendations:
Capital-based supervision
|
|

u lsion, capital-based deposit insurance
premiums and capital-based expanded activities (each described
further in other sections of the report) will provide incentives
for banks to build and maintain strong capital bases and make
bank franchises more attractive. 1In addition, interest rate risk
will be added to credit risk as a criterion for risk-based
capital standards.

II. ue xtand

Deposit insurance, originally intended to protect small
depositors who could not protect themselves, has been expanded so
that wealthier and sophisticated investors receive unneeded
protection. This has increased the exposure of taxpayers to
possible losses and decreased market discipline on risky banks.

| By returning deposit insurance to its original purpose, we
| can reduce the likelihood that taxpayer funds will be needed to
| cover depcsitor losses, while simultaneously reintroducing market
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discipline that is the most effective way to curb excessive risk.
Specific Rec dations:
Insured deposits:

"pPass-through" coverage of many types will be eliminated,
preventing large, sophisticated institutional investors from
benefitting from insurance protection that was intended for
individuals.

sured sits wj be imi , ending a
practice that has given banks access to large pools of below-
market-rate funds that are deposited without concern on the part
of the depositor about the safety of the investment.

ndividu anc ver W m to 000
per institution after a two-year phase-in period, plus another
$§100,000 per institution for a retirement account. This change
will reduce taxpayer exposure to losses from coverage for
wealthier individuals with multiple accounts, including
individual, joint and revocable trusts, in a single failed
institution.

The FDIC will be required to undertake an 18-month gtudy of
o} : [1C S 2 2 DG, 000
person insurance limitatijon. This

would more effectively limit
taxpayer exposure to losses resulting from coverage of multiple
accounts, but should not be implemented until it can be shown
that the benefits would outweigh the potentially large
administrative costs.

Uninsured deposits:

The government must preserve its ability to protect the
banking system and the economy in genuine systemic risk
circumstances. But protection of uninsured deposits as a matter
of course both expands taxpayer exposure and encourages excessive
risk-taking by banks. To limit coverage of uninsured depositors,
FDIC will be permitted to cover uninsured deposits only if that
would be the least costly approach. To protect the system in
rare instances of systemic risk, the Treasury and Federal Reserve
could step in and order that uninsured deposits be covered. This
policy would be implemented after three years to allow for an
appropriate transition.

Deposits in foreign branches of U.S. banks would be neither
insured nor assessed for deposit insurance.

Non-deposit creditors:

While protecting uninsured deposits should be the rare
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exception, coverage of non-deposit creditors should be
eliminated.

IITI. Risk~Based Deposit Insurance

Flat-rate premiums subsidize high-risk, poorly run
institutions at the expense of well-run institutions and the
taxpayer. There is a perverse incentive to take risks because
there is no cost to offset the upside potential.

Specific Recommendations:
First, in the short-term, premiums based on capital levels

will reward institutions that build capital to act as a buffer
ahead of the insurance fund. In the longer term, a demonstration

project may lead to premiums set by private insurance.

1v. Improved Supervision

Even with deposit insurance limits, the insurance fund and
the taxpayer remain exposed to possible bank losses. Effective
bank supervision can help. Capital standards need not be
increased. But because well-capitalized institutions are the
safest, regulation should be reoriented towards a system of
capital-based supervision that provides rewards and penalties
that encourage banks to hold adequate capital.

The rewards of capital-based supervision would be much
greater regulatory freedom for well-capitalized banks to expand
and engage in new financial activities. The sanctions of
capital-based supervision would involve "prompt corrective
action" to address problems as capital levels decline, well in
advance of insolvency.

eci :

Capital-based supervision would establish five zones for
pbanks based on their capital levels. Those with capital in
excess of minimum requirements will be eligible to engage in a
broad range of new financial services as described in Section
VII. Those with less than minimum capital would be subject to
increasingly stringent corrective action ~-- including dividend

cuts or even forced sale of the bank -- aimed at preventing
failure.
V. ctions k cti

State-chartered banks with federal deposit insurance may be
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authorized by charter to engage in risky activities that are
precluded for national banks. It is important to protect federal
taxpayers from such excessive risks while maintaining state
regulatory responsibilities under the dual banking system.

Specific Recommendations:

Federal deposit insurance qualifications would prohibit
direct investment activities by state banks and limit activities
not permitted for national banks.

vVI. onwid an hi

The U.S. is the only major industrialized country without a
truly national banking system. After 1992, members of the
European Community will permit international banking throughout
the EC. Not only do we put our banks at an international
competitive disadvantage, but we also forego significant safety,
efficiency and consumer benefits. Nationwide banking and
branching would lead to safer, more efficient and more
competitive banks, decreasing taxpayer exposure to losses.

Already, 33 states permit nationwide banking and another 13
permit regional banking. O©nly four prohibit all interstate
banking. So the trend is clearly toward interstate banking. Yet
there is almost no authority for interstate branching. Given the
cost savings and efficiency arguments for interstate branching,
the advantages to consumers and taxpayers of interstate branching
is clear.

specific Recommendations:

ationwi b ed for bank holding
companies following a three-year delay. rst a n
would be authorized for national banks in any state in which the

bank's holding company could acquire a bank. Thus, after the
three-year delay, full nationwide branching would be permitted.

VII. zed F & 8 Re

Banks are no longer the protected and steadily profitable
businesses they once were. Technological advances and
innovations by competing financial services providers have ended
their monopoly on transaction accounts and certain types of
business credit. They no longer enjoy protected access to low-
cost funds from interest rate controls. And old laws that once
protected them from competition have become barriers that impede
banks from responding to changing market conditions. The result
has been declining profitability and increasing bank failures.
The losers are not just banks, but also depositors, taxpayers and
the overall strength of the economy.
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Archaic laws must be adapted to permit well-capitalized
banks to reclaim the competitive opportunities they have lost to
changing markets. Banks with expertise in other financial
services should be allowed to prov1de them for consumers, and
other financial services companies with natural synergies with
banking should be allowed to invest in banks. This will provide
new sources of capital for the banking system and help promote
safe, strong, well-capitalized banks.

The proposed changes will be accompanied by safeguards to
prevent an exposure of the federal deposit insurance fund to
these new activities.

if3 (o) d :

In order to strengthen the banking system, new rules would
permit financial affiliates 1l- i d ba . A new
financial services holding company structure would permit a
single company to own affiliates engaging in banking, securities,
mutual funds and insurance. The new rules would allow commercial

firms to own financial services holding companies.

To protect the deposit insurance fund and the taxpayer, only
well-capitalized banks would be permitted to engage in new
financial activities. Only the bank will have access to deposit
ingurance, strict regqulation will be focused on the bank, and the

new financial activities will be in geparately capitalized
affiliates.

VIII. Cre efo

The law required a study of adequacy of capital in the
credit union industry and insurance fund and of the regulatory
structure governing the credit union industry.

i co a s

To ensure adequate capitalization of the credit union
insurance fund, the d £f fu

eliminated. To provide Admlnistratlon accountability for credit

union regulation, the federal banking requlator will serve on the
Na 1 it istr .

PART TWO == REGULATORY RESTRUCTURING

The current regulatory structure is complicated, overlapping
and confusing. Individual institutions often are supervised by
several regulators, and bank holding companies rarely have the
same regqulator as their subsidiary banks.



