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THE WHITE HOUSE

WASHINGTON

September 20, 1990

MEMORANDUM FOR GOVERNOR SUNUNU
FROM: EDE HOLIDA

SUBJECT: EPA Program on Asbestos Management

EPA has recently issued a new publication that emphasizes
managing asbestos in place in buildings rather than removing it.
Bill Reilly highlighted this in his press availability with
reporters from major national newspapers earlier this week, and
also did so last week in a briefing for the environmental trade
press. This follows on a speech Reilly made earlier this year in
Chicago, in which he began an effort to shift the debate from
focusing solely on the risks of asbestos, which has led to
unnecessary and expensive removals, to the benefits of and proper
way to manage it. The attached article from Wednesday's
Washington Times reflects that EPA's message is being heard.

Attachment
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NATION

MORE NATIONAL NEWS
ON PAGE B8

EPA warns against asbestos removal

By Ronald A. Taylor
THE WASHINGTON TIMES

The best way to handle asbestos in
buildings may be not to handle it at
all, Environmental Protection
Agency administrator William
Reilly saxd yesterday.

“1 am aware of billions of dollars
of asbestos removal ... that can in
fact raise the risk by disturbing oth-
erwise inactive asbestos fibers,” Mr.
Reilly said.

“It 1s the opinion of EPA profes-
sionals that very often the best thing
about asbestos when you find that
it’s in your building is to manage it,”
Mr Reilly said as aides handed out
the agency’s recently released as-
bestos giiidance manual for building
owners

Managing asbestos means identi-
fying a building’s hot spots and train-
ing building personnel to work
safely around the material as they do
maintenance, repairs and remodel-
ing. That approach is less expensive
than removal, but is not cheap, as-

bestos industry officials noted.

“The long-term costs of a manage-
ment plan are more expensive in to-
tal costs, but a building owner will
be able to better manage the timing
of removal,” said David Meyer, for-
mer president of the National As-
bestos Council.

I4r. Reilly said during a 45-minute
mecting with reporters that he is
corcerned about “the very large
amount of unnecessary asbestos re-
moval that’s going on in the nation’s
buiidings.” Much of the work, he
saild, “is done out of an excess of
caution and a concern to be abso-
lutely sure that the health of occu-
parts is protected.”

Still, he said, the agency is exam-
ininig whether asbestos contractors
are misleading their clients about
astestos health threats. EPA-
approved asbestos-removal firms
fouad to be overselling their ser-
vices will be decertified, he said.

Mr. Reilly’s message was directed
at the parents of school-age chil-

dren, too. “We hope it will have the
effect of discouraging parents who
learn from EPA-required inspec-
tions of asbestos that removal is not
necessarily the best thing they can

. insist on for the health of their
children,” he said.

The goal of yesterday’s session,
and a similar briefing last week with

Managing asbestos is
less expensive than
removal, but is not
cheap, officials noted.

reporters from trade publications,
was to underscore the idea that, un-
less asbestos is in a crumbly or “fri-
able” state, the widely present insu-
lation and fireretardant material
poses a minimal health hazard.
Instead of paying for cumber-
some removal efforts that could in-

crease human exposure to cancer-
causing asbestos fibers, building
owners should “make sure that [as-
bestos] is contained, that it is not
friable and that, absent some distur-
bance, it’s left alone,” Mr. Reilly said.

Asbestos industry officials and
developers have complained for
years that lenders often reject mort-
gage applications until asbestos ma-
terials are removed from properties.

While some asbestos removal
may be unwarranted by its potential
as a health hazard, real estate eco-
nomics are another matter, Peggy
Hathaway, director of commercial
real estate for the Mortgage Bank-
ers Association of America, said yes-
terday.

. Until recently, she said, there was
widespread concern among lenders
about the potential liabilities posed
by asbestos contamination in a
building. Citing “a number of eco-
nomic incentives,” she said “it may
be more cost-effective to have a
properly conducted removal than a
properly conducted operation and

maintenance plan.”

For example, she said, “if a lender
has a loan on a building with
asbestos-containing materials in it
and the borrower defaults, then the
lender owns that problem forever.”

That approach was never “a uni-
versal practice,” she said. “My im-
pression is that fewer and fewer
lenders are doing that and are begin-
ning to realize that a properly con-
ducted operations and maintenance
plan can protect people’s health and
safety”

On another health and safety mat-
ter, Mr. Reilly told reporters yester-
day that he had signed agreements
with the chief operating officers of
nine major companies that will re-
duce by 83 percent the toxic air
emissions from 40 factories in 14
states.

Under the agreement, the firms
agreed to slash their emissions of
butadiene, ethlyene oxide, carbon
tetrachloride, methylene chloride,
chloroform, ethlyene dichloride and

3

ASB b
REMOVAL US.
EMENT

Whether it is ri outorleft -

Annual cost *
per linear foot
Removal $25
Management* $1
* Monitoring and labeling of :
asbestos-contaminated areas.
Source: Molloy Corp.

The Washington Times

other known cancer-causers by De-
cember 1993.

The unusual voluntary agreement
began at a meeting when Mr. Reilly
asked key members of the Chemical
Manufacturers Association to re-
duce their toxic chemical emissions.

Mr. Reilly said the COOs agreed
when the agency, through a consul-
tant’s study, demonstrated how the
firms were allowing valuable
amounts of expensive processed
chemicals to go up in smoke.

-
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. . ' 9/26 OFFER (revised)

Entitlement S8avings:

- CORE PACKAGE

1991 S-year .
Agriculture 1.26 | 12.00 R
Medicare : T w6 :vg‘f*““—E%F_édtbQ \
Eliminate Lump-sum 5 1.3 8.10
Other P/O & civil Service Reforms 0.9 ’ 6.3) ~ i
Unspec Energy & Commerce Ctte 0.2 2+0" 2.(
Guaranteed Student Loans 0.0 ' 1.0
Rail Pensions _ © 0.05 ‘ 0.35
Social Security Overpayments- 0.26 0.16
FHA Assignment Waivers 0.19 . 0.96 T
Other FHA Reforms 0.45 1.29
Tongass 0.02

Unspecified Veterans 0.4
BIF 0.4
PBGC | ' ‘ 0.06

Subtotal 990

ADDITIONAL ENTITLEMENT SAVINGS

Savings from
unspecified reforms in the
following programs:

- Guaranteed Student Loans /
FHA Reforms (Sevode).

- Agriculture !
- (other) . -—
Fees (see attached)- | 1.27
Subtotal = 1.82

Core Package
Addiftional
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BUDGET SUMMIT AGREEMENT

\ - . September 30, 1990
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TABLE |.A.--DEFICIT REDUCTION
(in billions of dollars)
1991 199 1993 1994 1995  91-9
Discretionary:
Domestic ooooooo $0000EN0NTIENINEnIcEEEEe00000008800 . - — ome } . ¢
INtErNAtIONAL ...ccveecserercrssessarsssssassasssens - - -} 53.2 62.0 182.4
Defense........ ernrennses tessenressasasans vessasssee 9.8 22.6 34.8 )}
Mandatory... oooooooooooooooooooooooooo sosesssssRnens (TT] 12.1 20.9 23-9 28-8 33-3 1 19-0
Tax and receipt MOASUres.....cccvueseessercions 16.2 26.7 27.0 32.1 31.8 133.8
Interest.....cc.cerees corseressseessnsenacsssaressennenses 2.0 6.5 12.2 18.4 25.7 64.8

Total deficit reduction....ccceesssessesssssnse o 40.1 76.7 97.9 132.5 152.8 500.0

&



30-Sep-90
10:09 AM
TABLE I.B.—~DEFICIT TARGETS AND PROPOSED SAVINGS
(in billions of dollars)
1991 1992 1993 1994 1995 1-9
Mid-Session baseline consolidated deﬂcit...'.......'. ................. 231.4 2050  135.2 79.6 76.8 728.0
Adjustments for: '
Economics....cceeeeus tevernsennece veetresssesaessssstrnesasestnrastrsananns 30.4 58.4 54.4 35.8 19.3 198.3
TechniCal CHANGOS.....ccciierserserssensessrnsresssansesessssssaasans 31.2 41.5 37.1 0.1 -12.0 97.9
Enacted legislation and regulations............ccceeeeveeenaneecece 07 1.2 0.6 0.3 0.4 3.2
Subtotal, adjustmentS.....cceeierrraneeeneccccencsransans 62.3 101.1 92.1 36.2 7.7 299.4
- Current baseline consolidated defiCitS.coueunrirceinsuriniaransniinnes 293.7 306.1 227.3 115.8 84.5 1027.4
Proposed savings sevesssnsssasassssesssassansaesersaesssanes -40.1 767 =979 -132. =152, -500.0
Agreement consolidated deficits (+) or surplus (=)................ 253.6 229.4 129.4 -16.7 -68.3 527.4
Agreement GRH deficits (excludes deposit insurance
and social security)............ trenesesnnssannsessesassssstesanansenssnssen 205.0 197.1 168.6 111.6 63.3 745.6
Revised GRH targets...........cossarnsens cessessrsssesasasnanne eossssseanane 205.0 197.1 168.6 111.6 63.3 745.6




1993 1994
567.4 588.0
-34.8 -53.2
532.6 534.8
678.5 651.1
-239 . -28.8
654.6  622.3
205.6 204.0
-12.2 -18.4
193.4 185.6
1451.5  1443.1
-70.9 =100.4
1380.6 13427
12786  1363.0
27.0 321
1305.6  1395.1
54.4 35.8
227.3 115.8
-97.9 -1325
129.4 -16.7
264.2 241.7
-95.5 =130.0
168.7 11.7
60.2 74.6
21.0

30-Sep-90
TABLE I.C.--BASELINE AMOUNTS AND REDUCTIONS BY CATEGORY
(in billions of dollars)
1991 1992
Total Discretionary
Adjusted baseline....... 522.9 546.1
SavingS...coiveercrsscctseasanene crresesenssensarsrnees -9.8 -22.6
Agreed Level............ teresnsessennns cessssnssenssnannnas 513.1 523.5
Mandatory
Adjusted baseling......cccceeeeseenierssrerssenserensanns 664.8 692.7
SAVINGS....ccoretrensesrersrnesssssssarsannnsarssssasasasns =-12.1 =20.9
Agreed level....c.ccieeeanee esbesssensennnesssansionessrnsene 652.7 671.8
nterest ' '
Adjusted baseling......ccoveeeereasenenaans cenresrerenaens 197.0 203.0
Savings (includes revenues)........ ersannesisenee =2.0 =6.5
Agreed level.....ceccerees ceserseensnes crneseesresnsersarnens 195.0 196.5
Total Outlays
Adjusted baseling.......ceeseeeesesssssnsnensesenseresasnne 1384.7 1441.8
SaVINGS...ccivrcssccssscssssnnrnsnnsrascsssssssessnnsnnaess  =23.9 ~50.0
Agreed 18vel.....cccveurieeeninesessinnns teesrennesnsinsnnens 1360.8 1391.
Yax and Receipt Measures
Adjusted baseliNe ...cc.cccereeseercrasasassesseeseresanaes 1121.4 1194.2
Savings......ceerreneresnne essesesrrnseactsersersistersens 16.2 26.7
Agreed 1evel.......ccoveeeriennenssesererssens versnnnenanns « 11376 1220.9
Revised Economic Assumptions
Adjusted baseline/Agreed 18vel.....cc.ceceerreenene . 30.4 58.4
Consolidated Deficit .
Adjusted baseling.....ccureecseorssnareaseacsiesarannes 293.7 306.1
Savings....cceeresansene raesensensesersnsenenersonssnnes " =40.1 -76.7
Agreed 1evel.....cccoeerenerensenes seansssesnecssannase 253.6 229.4
GRH Deficit (excludes deposit insurance and social security)
Adjusted baseling.......cceceeasiesirennsarerennsiensinnans 243.1 271.7
Savings....... trestseecrasresreseneeins cossrssrcsessanse =38.1 =74.5
Agreed lavel......c.coiieeeisennes 205.0 197.2
ADDENDUM (Agreed Level)
Social security operating surpluses - - .......c..... 48.7 47.3
Deposit INSUMANCO....ccutuietesessersicsssensnsnssrrnsasases 97.3 79.6

~-53.6

1995

602.8
=62.0
540.8

703.8
=33.3
670.5

199.8
=25.7
1741

1506.4
=121.0
1385.4

1441.1
31.8
1472.9

19.3

91-95

2827.2
=182.4
2644.8

3390.9
=119.0
3271.9

1009.4
-64.8
944.6

7227.5
=366.2
6861.3

6398.3

133.8
6532.

198.3

1027.4
=500.0
527.4

12343

=488.2
746.1

317.6
99.5




30-Sep-90 -
09:50 AM

Defense:
Baseline 1/.....ccceceerveens
Savings....ceveeenne veevssnnes
Agreed level 2/............
International:
Adjusted baseline 3/..........

SavingS......coees oresnee e’

Agreed level.........c.cu.
Domestic:
Adjusted basaeline 3/..........
8avings.....ccccceeeenes
Agreed lavel.........cc...

TOTAL DISCRETIONARY:
Adjusted baseling........isee
Savings.....cceereenes
Agreed lavel......ccccceiscecens

1991
BA Q
313.6 306.2
251 -9.8
288.5 296.4
20.1 ° 18.6
201 18.6
1827 198.1
1827 198.1
516.4 522.9
=251 -9.8
491.3 513.1

TABLE Il.A.~-DISCRETIONARY PROGRAMS
(in billions of dollars)

BA

326.0
=35.1
290.9

20.5

20.5

191.3

191.3

537.8
-35.1
502.7

. 1992

9o

316.9
=22.6

294.3

19.1

19.1
210.1

210.1

546.1

=22.6 |

523.5

19

3

BA

338.3
=47.2
291.1

214

21.4

198.3

198.3

§58.0
=47.2
5§10.8

[o]

326.1
=34.8
291.3

19.6

19.6

221.7

221.7

567.4
=34.8
§32.6

1994

BA Ot

570.1 588.0
-58.6 -53.2
534.8

511.5

1/ The adjustments for revised economics for defense accounts will be made in March, 1991.

2/ Agreed Level:
Defense discretionary.......
Defense mandatory..........
Total defense........ceeieecans

288.5

0.6
289.1

296.4
0.6
297.0

290.9
0.7
291.6

294.3
0.7
295.0

291.1
0.7
291.8

291.3
0.7
292.0

1995

588.0

=69.6
518.4

602.8
=62.0
540.8

1991-199

BA Q
2770.3  2827.2
-2356 -182.4
2534.7  2644.8

3/ Adjustments for anomalies to the GRH baseline include subsidized housing contract renewels and revised scoring of certain lease

purchase contracts.




TABLE 11.B—~MANDATORY/ENTITLEMENTS/USER FEES -- OMB AND CBO SCORING
o (in millions of dollars)

CBO Savings OMB Savings CBO less OMB

1991 91-95 1991 91-95 1991
MANDATORY/ENTITLEMENTS '
1 AgricultureCCC.......co0000enns emereeaeraen 1,300 13,000 1,300 13,000 -

It is presumed that these savings would be achieved through a combination of target price and/or
base acre reduction programs (potentially including the “triple base” approach). *Triple base”
means that acres which become ineligible for deficiency payments could be planted to any crop. The
following provides OMB scoring of several possible options:
FY91 FY91-95
2% per year target price cut and 3% per year base acre reduction
500 12,400

One time 2% target price cut and one-time 15% "triple base” cut:
1,000 12,200

One-time 25% “triple base” cut (no target price reduction):
‘ 1,100 13,800
NOTE:
The following types of measures would NOT be scored as deficit reduction, although
they may have been used for such purposes in the past. Prominent examples include:

— Changes in the timing of payments without reductions in the actual amount of payments;
- Increases in loan rates;

-= Increases in Acreage Reduction Programs (ARPs);

-- Reductions made contingent on assumptions that are unlikely to occur in reality.

91-95



2 Medicare.......

Providers
CBO
OoMB

TABLE |1.B--MANDATORY/ENTITLEMENTS/USER FEES — OMB AND CBO SCORING
: " (in millions of dollars)

CBO Savings OMB Savin CBO less OMB
1991 91-95 1991 91-95 1991 91-95

....................... 4,886 60,000 * 4,850 §9,911 36 89

FY91 FY91-95

3,161 30,000
3,100 30,000

- Spéciﬂc policies have not been identitied, but the following policy changes would produce savings

beyond those needed to meet these assumptions:

Part A:

Part B:

Other:

MBI at 4.1% in -FY91; MBI -.75% in FY92; capital at 85% (continuation of current law);
indirect medical education at 6.0% [Total: 2.2/16.3]

Reduce payment for overpriced procedures; update primary care services only; reduce
payment for overpriced localities; cap technical copayment of diagnostic tests; extend
payment limit on new physicians; limit radiology to 90% and limit technical
reimbursement; limit anesthesiology to 90%; limit supervised anesthesia payments;
reform assistant at surgery payments; limit surgical global fee payment; ESRD
secondary payor identification; outpatient capital at 85%, effective FY92; Durable
medical equipment payment reforms; reform clinical lab payments [Total: 1.3/12.5]

Medicare secondary payor poiicies-(continuation of current law); eliminate return on
equity for SNFs [Total: .1/6.1)

* Includes additional savings needed to reach $60.0 b ("91-"95) by CBO scoriné which will be identified and |
included in reconciliation bill.,

R ]



TABLE Il.B--MANDATORY/ENTITLEMENTS/USER FEES —— OMB AND CBO SCORING
( in millions of dollars)

CBO Savings OMB Savings BO le MB
1991 91-95 1991 91-95 1991 91-95
FY91  FY91-95 .
Deductible/Premium/Coinsurance
' CBO ' 1,725 27,775
oMB 1,750 29,911

Policy agreement assumes a) $100, $125, $150, $150, $150 ('91-'95) deductible,
b) 20% clinical lab coinsurance and c) a Part B premium of 30%.

Set Part B deductible at $100, $125, $150, $150, $150

CBO o 350 6,090

OoMB ; : 310 5,860

Part B deductible has been at $50 from '67 to '82; at $75 since '82.

20% Colhsurance on Clinical Labs

CBO 390 3,595

OoMB 360 3,880

20% Copayment was in place prior to July *84. This reinstates the prior law provisions.
Move Part B premium to 30%

cBoO ) .985 18,090

oMB ' 1,080 20,171

Change premiums to 30%. Premium was originally 50% of program costs from 1965 to 1974.



TABLE . B-MANDATORYIENTITLEMENTSIUSER FEES -- OMB AND CBO SCORING
( in millions of dollars) -

CBO Savings OMB Savings géo lesg OMB
1991 91-95 991 21-95 1991 91-95

3 Eliminate lump sum Civil Service , S
Retirement......ccvevesnsases haaeas wesea 1,000 8,100 , 1.‘000 8,100 - -

Federal employees currently may withdraw a portion of their pension funds in lump sum at
retirement. Current law, through FY90 allows this lump sum to be paid in 2 annual instaliments.
This will eliminate the lump sum option, effective 11/1/90 (1 month after announcement of agreement).

4 Other Post Office/GOVE. AfRIIS . . . .o veeevevrenrnens 935 6,300 935 6,300 - —

Although the agreement does not identlfy specific pollcies. itis assumed the following options or
-options substantlally similar will. be used to meet the savings total:

FY91  FY91-95

Postal Service Reform/FEHB funding
CBO 689 4,200
OMB 689 4,200

Requires Postal service to pick up the employer health care premium component of its annu_itqnts
who retired between 1971 and 1986. The employer portion of these benefits is now paid from
general revenues. This was expected to be part of OBRA '89, but postal reforms were not included
in Reconciliation/ USPS off budget package.
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TABLE II.B--MANDATORY/ENTITLEMENTS/USER FEES — OMB AND CBO SCORING
' (in millions of dollars) _

CBO Savings OMB Savin 80 less OMB
1991 91-95 1991 91-95 1991 91-95
_ FY91  FY91-95
Extend Medicare limits to 65+ FEHB

(mand) CBO : 250 1,080
(mand) OoMB : - 185 1,195
[Disc Memo / CBO) [0} [810]
[Disc Memo / OMB] [185] [1,195]

Includes the 1% of 65+ population not boVered by Medicare (pre - 1984 civil service retirees
still under FEHB ) under the Medicare payment limits. Holds physician payments to Medicare rates
. and should actually reduce beneficiary premium costs.

Increase Postal Service Contributions to CSRS
CBO . ‘ — 1,187
OMB - 1,187

Beginning in 1994, the Postal Service would increase contributions to the Civil Service
Retirement Fund to pay for annuity COLA benefits that current Postal Service employees will
receive after they retire. The new rate applies only to Postal Service employees covered by the
CSRS.



TABLE Il.B--MANDATORY/ENTITLEMENTS/USER FEES -- OMB AND CBO SCORING

(in millions of doliars)

CBO Savings OMB Savings

1991 91-95 1991  91-85 1991

5 Unspacified Energy & COmmerceIFinanée ........... 220 2,600 220 2,600

A combination of the following Medicaid proposals are presumed to make ﬁp these savings:

EY91 FY91-95

Prudent Pharmaceutical Purchasing _
CcBO 220 1,611
omMB 220 1,611

Manufacturers of the muitiple source {generic) drugs with the highest Medicaid volume would bid

to become sole source providers for individual Medicaid drugs in each State. For single source
drugs (patented), manufacturers would be limited to charging Medicaid the best price given any

bulk purchaser in State, subject to a maximum discount (20% in "91) and a minimum discount
(10%), with savings returned to Medicaid through quarterly rebate. Numerous drug companies

have recently proposed similar packages. VA and DOD already receive such discounts. Savings will
be tied to the: Medicaid baseline through a year-end reconciliation with state programs to assure
achievement of baseline savings.

Pay employee heaith premium, if cost effective
CBO 120 1,090
OoMB _ 110 1,100

Many Medicaid beneficiaries have parents or spouses who have employer health coverage that could
cover family members. This would allow states to opt for payment of private insurance premiums for
qualified family members if those premiums are if cheaper than Medicaid coverage. Many states
already do so.

MB
91-95



TABLE i B-MANDATORYIENTITLEMENTSIUSER FEES — OMB AND CBO SCORING
(in millions of dollars)

CBO Savings MB Savings BO le MB
1991 - 91-95 1991 91-95 1991 91-95

6 GSLIOfOrmS. ... .oveereernnns T TTTTRvey . — 2000 - 2,000 - -

Reform GSL by identifying for disqualification proceedings the worst high default schools, with
special provisions to help protect good schools with high rates; improve guarantee agency oversight
and financial strength; protect students and reduce program abuses.

7 Fund rail pension liability . . . .. covooveiiinniinn 25 200 25 200 - -

Railroads did not accrue retirement payments sufficient to meet systems obligations. Pension fund
has $34 billion unfunded liability. This proposal funds only a small portion of the underfunding
(approx. 1/20) Scoring assumes a .40% increase on the RRB wage base payroll (capped at
$38,100). Alternative policy would use recalculation at current rates, but attributing employer
contributions on a rolling 10 yr. base to account for reduced number of rail employees and thus
greatly reduced contribution by some railroads.

8 Social Security Overpayments............. penna v 26 160 26 160 - -

Collect outstanding social security overpayments by withholding the amount due from Federal
income tax refunds. Use tax refund offsets only for amounts owed by former beneficiaries, and only
when benefit adjuz__;tmems or direct payments by the overpaid individual have riot been successful.




TABLE i B--MANDATORYIENTITLEMENTSIUSER FEES -- OMB AND CBO SCORING
( in millions of dollars)

CBO Savings OMB Savings CBQ less OMB
_ 1991 91-95 1991 91-95 1991 91-95
9 FHA Assignment RN R se e e . 193 965 193 965 —— b
This proposal would offer a cash settlement to lenders not to assign eligiblé saction 221(g)(4)
mortgages to HUD's FHA. :
10 other FHA Re‘orms 00 000800000000 .8 8 85000000 200 2.500 ’ 200 ' * 2.500 — —

Assumes the elimination of distributive shares and the retention of current loan limits.
A Also assumes enactment of S.566 or similar reforms necessary to restore actuarial soundness.
B . ‘Per the agreement, it is understood that any proposals must include an aggregate increase in the actuarial soundness of
- the FHA loan program.

11 UnemploymentInSuranCe .....c.ccovoeeevesannnnss -— 4,600 -— 3,165 - 1,435
States would not pay employment benefits for the first two weeks after job separation. 41 states
currently have at least a one week delay.

12 ToNgasS FOrBSt . . vvvvoveeresecnonerosonnonnns 28 204 28 204 — -

Elimination of permanent appropriation for Tongass timber fund.




TABLE i B-—MANDATORYIENTITLEMENTSIUSER FEES -~ OMB AND CBO SCORING
( in millions of dollars)

CBO Savings - OMB §g~ vings B less OMB

| | 1991 '91-95 1991 91-95 1991  91-95
13 Unspeclﬁed Vetefans sesee v et s e se s s oo 500 ’ 2 700 500 2 700 ' —— -

Specific policies have not been identified. However. the following proposals have been discussed and
would meet these savings totals:

-~ Expand and improve third party racoveries in medical care;
== in the loan guaranty program. include resale losses in- net-valua and allow eligibility for only 10
years after service;
in compensation and pensions, flimit inheritance of remote heirs and do not. pay compensation
for secondary effects of willful misconduct; and verify pension eliglblllty as well as revise
eligibility for veterans over age 65

14 Miscellaneous Other Mandatory - - ,
Entitlements/Fees....c.cccciiiriiancinscnscsnsennenersee 600 3,000 600 3,000 - -

Speciﬁc selection of this set of mandatory savings is to be determined by the summrt negotiators
prior to enactment of the reconciliation bill. :

Subtotal, Mandatory/Entitlements...........ccoverernerssnissensennne 9,913 106,329 9,877 104,805 -36 1,524

10
L
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TABLE II.B.—-MANI')ATORYIEN'TITLEMENTSIUSER FEES -- OMB AND CBO SCORING
(Outlay savings in millions of dollars)

CBO Scoring OMB Scoring CBO less OMB
1991 1991-1995 1991 1991-1995 1991 1991-1995
MANDATORY/USER FEES )
1 Animal and plant health inspection.............c.cceiennne 79 433 79 " 433 - -

Establish a fee that would recover the cost of certain veterinary diagnostic services, import-expon inspections, and
agricultural quarantine inspections at ports of entry.

Bank Insurance Fund assessment increass........... 999 4,045 999 4,045 - -
The Bank Insurance Fund fee increase Is consistent with legislation recently proposed by Gonzalez, Riegle, and the

o Administration. The legislation would remove restrictions on FDIC's ability to raise rates. The estimates assume

that, if the legislation passes, rates will increase from .15 percent of deposits to .195 percent in FY 1991 and to0 .23
percent thereafter

Coast Guard: $25 annual decal.......cc.eeerecrerercsennes 200 1,077 200 1,077 - -—
Charge each recreational and commercial boater using waterways patrolled by the Coast Guard $25 annually for a decal, and
charge direct fees for specific Coast Guard services, such as licensing and inspections.

Corps of Engineers recreational f86............ cersennses 20 100 20 100 -— -
Establish fees at developed recreational sites administered by the Corps. Receipts would be used to expand operation and
maintenance activities at the recreational sites beginning in 1992.

Customs passenger and merchandise processing.. 291 2,256 - 2823 291 =567
Extend the merchandise and passenger processing fees. The proposal should be structured to ensure that the higher target
and equivalent deficit reduction are accomplished.

EPA permit, certification, and registration fees... 18 134 31 155 -18 -21
Establish fees on EPA-issued water permits, auto fuel and certification tests, radon proficiency ratings, and pesticide.
registrations.
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30-Sep-90
10:43 AM

TABLE II.B.-MANDATORYIENTITLEMENTSIUSER FEES -- OMB AND CBO SCORING
(Outiay savings in millions of dollars)

CBO Scoring OMB Scoring CBQ less OMB
1991 1991-1995 1991-1995 J991 1991-1995
FEMA fiood and crime INSurance.........ccceisseessescess _ 14 833 14 . - 224 - 609

For FEMA flood insurance, increase fees on policy holders to recover the cost of administering the program; and establish

a student registration fee of $25 per week or any part of a week for State and local officials attending training

sessions at the Emergency Management Institute or the National Fire Academy. The Democratic estimates include savings
from reauthorization of the existing program. These should not be counted as savings, since the

baseline assumes the program continues.

Forest Service recreational fee.......... eeverssaasasarsnnse 8 40 8 40 1 1
Broaden the type of existing fees that may be charged at Forest Service recreation facilities, with increased receipts

funding the cost of associatgd recreation operation and maintenance beginning in 1992.

Hardrock mining claim holding 186........ccccesresnesnees - 120 78 890 ~78 -270
Establish an annual fee of $100 per claim to keep mining claims on public lands active, replacing the current Federal
requirement that claimholders spend at least $100 per year on development of the claim.

NOAA Weather S8rvICe..........eesrssecssasaense werenereaene 5 25 5 25 -— -
Establish fees to recover NOAA costs associated with providing weather data and information.

Nuclear Regulatory COmmiSsion......cccccessseesearessnne 299 1,661 296 1,646 3 15
Increase existing fees to recover 100 percent of the NRC'’s costs incurred in regulating nuclear power plants.
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30-Sep-90
10:43 AM

TABLE II.B.-MANDATORYIENTITLEMENT-SIUSER FEES ~-- OMB AND CBO SCORING
(Outlay savings in millions of dollars)

. €BO Scoring OMB Scoring CBO less OMB
11991 1991-1995 1991 1991-1995 1991 1991-1995
OSHAIMSHA 1865...rvvevcemmensesssssesemssssssmsssssssssssess . @5 1,130 85  .1,130 - -

Increase the penalties for not complying with the law. For OSHA, the maximum fine for non-serious
violations would increase from $1,000 to $5,000 per violation. For serious violations, the maximum OSHA fine would
increase from $10,000 to $50,000; and for MSHA, from $10,000 to $30,000.

Patent and trademark.......ceeereeecsesssscarassesnsssssossas 100 540 100 540 -— -—
This increase would fully fund the program in 1991; all applicants would be required to pay a fee. and public search rooms
would be operated on a fee basis. _

Pension Benefit Guaranty Corporation (PBGC)...... 120 640 120 640
Amend ERISA to raise the basic PBGC insurance premium rate, the maximum variable rate portion of
the premium, and the assessment per $1,000 of unfunded vested benefits.

Railroad safety inspections......... eestrannenssensansnsasesas 20 170 20 170 - —
Establish a fee, to be phased in over two years, to cover the cost of the railroad safety program.

U.S. Travel and Tourism Admininstration (USTTA). 7 43 7 63 - -20
Establish a fee to be assessed on commercial airlines and cruise ship carriers to recover the full cost of USTTA
operations. Under the proposal, USTTA would still require an annual appropriation.

17 Veterans fees (unspecified)..csisssiiiesescscesersosessnne 120 650 120 650 - -
. Subtotal, Mandatory/User F@es.......ccesssreesrsrarcsecccrenseers 2,395 13,897 2,192 14;1 52 203 =255

TOTAL MANDATORYl-"u.uluu..n.co.-u.uu ----- [XIYYYYTYTYY L) e 12.308 1 20.226 12.069 1 18.957 239 1 .269
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i o II.C. TAX AND RECEIPT TABLES PRELIMINARY
: 30-Sep-90

- BUDGET SUMMIT AGREEMENT -

Fiscal Years 1991-1995

[Billions of Dollars]
em _ - Effective 1991 1992 1993 1994 1995 1991-85
A. Budget Outiays A
State and local Social Security offset:
a. Social Security package [target] - 0.5 -0.3 04 04 04 20
b. Medicare package [target} : L - 05 - 04 04 04 04 -2.0
B. Revenue-Losing Provisions
1. Enterprise zones [target] 1Mmm - . - 01 02 03 -04 -0
2. Energy incentives [target] 1191 04 06 09 10 -4 4.0
3. Extend certain expiring provisions through 12/31/91: '
a. R&E credit (1) , - 0.6 04 0.1 0.1 (2) -12
b. Low-income housing credit. - 0.2 03 04 0.4 04 1.7
4. Additional growth incentives for certain small businesses:
a. Minimum basis... : 10/1/91 02 - -01 0.2 03 -03 0.7
b. Research and development credit of 30% (1 year)................. 1M1 0.1 -0.2 -0.1 2 (2 04
c. Deduction for stock purchases (25%) . 3 11 04 -1.0 -14 -1.9 -2.6 -73
d. Indexing of common stock 4 . 1nm2 @ @ 0.1 0.1 -0.2 04
e. 2-year expansion of expensing ; _ 1191 28 34 0.7 21 15 -19
{. Additional expensing for scientific equipment _ ; 1191 -0.5 -0.6 0.1 04 03 0.3
g.- Reduce corporate phaseout rate from 5% to 2-1/2%.............. 1/1/91 . 0.1 -0.1 -0.1 0.1 0.1 -0.5
h. Additional growth incentives subject to mutual '
agreement [target] - (2 0.1 0.1 02 @ 02 -0.6
6. Increase EITC (5) [target] 1/1/91 01 . -11 -1.2 -1.3 -1.3 -5.0
Subtotals, Revenue-Losing Provisions....... : , » 50' 80 40 32 48  -250

1%

A




Page 2

tem Etective 1991 1992 1993 1994 1995 199105
C. Revenue-Raising Provisions -
1. Energy taxes:
a. Motor fuels tax (5 cents; 10 cents after 7/1/91)...................... 12/1/90 54 10.1 98 99 9.9 450
b. 2-cent petroleum tax, without home heating oil (6)..........c.-.... 1191 14 24 25 27 29 118
2. Increase tobacco taxes by 4 cents per pack in 1991 and
by 4 cents per pack in 1993 1M - 06 08 15 15 15 59
3. Beer, wine, and distilled spiils taxes 1191 15 2.1 2.1 21 22 10.0
4. 10% luxury excise tax (7) 1191 02 03 04 0.5 05, 19
5. Ozone-depleting chemical excise tax 1191 0.1 0.1 0.1 0.1 0.1 0.5
6. Loss deductions and salvage values for insurance )
companias. : 1190 03 02 02 02 0.2 11
7. Adopt foreign compliance provisions including certain , '
provisions from H.R. 4308 and S. 2410 3/20/90 (8) (8) 0.1 0.1 0.1 03
8. Amortize insurance policy deferred acquisition ' .
expenses (DAC) 9/30/90 15 1.7 17 16 15 8.0
9. Leaking underground storage tank (LUST) trust fund |
(5 years) , 10/1/90 0.1 01 0.1 0.1 0.1 0.6
10. Increase Airport Trust Fund aviation excise taxes , o
(5 years) (9) (10) 17191 13 23 25 27 3.0 118
11. Increase harbor maintenance tax (9) (11) 1181 03 03 04 04 04 18
12. IRS enforcement initiatives [target] (11) - 3.0 18 18 15 12 94
13. Retiree health with reversion excise increase [target]............... 1191 05 0.2 02 0.1 0.1 10
14. State and local HI (12) [target] 17192 - 0.7 14 16 16 52
15. Corporate interest deduction partial disallowance [target].......... . 1191 14 0.7 0.6 04 0.6 39
16. Certain corporate and partnership provisions [target}................. . - 02 0.3 04 05 0.6 20
17. Limitation on itemized deductions (13) [target] 11M 05 4.1 40 45 49 18.0
18. Increase Hl wage cap 0 $73,000 [target] 1191 0.9 28 29 3.1 33 130

iB




Page 3

hem . Eective 1991 1992 1963 1994 1995 199195

19. State and local social security (OASDI) - (14) - 20 22 24 25 27 "z

20. Payroll tax deposit stabilization........ - 1.0 22 3.2 - -~ —
Subtotals, Rovanue-Rélslng Provisions. ; 222 35.4 31.8 36.1 37.4 162.9

Net Deficit Reduction A 16.2 26.7 27.0 321 318 133.8

Joint Committee on Taxation

NOTES: Details may not add to totals due to rounding.
Interaction between or among items has not been taken into account for the purpose of thls table.

(1) Base limitation is retained at cument level of 50%.

(2) Loss of less than $50 million.

(3) For small business equity deduction, preference included in minimum tax, recapture deduction as ordinary income, and 25% on annual
deduction per taxpayer of $50,000.

(4) For stock of small business corporations purchased after date of Summit agreement, allow indexing of basis for inflation occurring after
12/31/90, sold after 12/31/91, and held for at least one year.

(5) Amount does not correspond to that used in the accompanying distributional analysis.

(6) Each State to receive Highway account apportionments and allocations equal to at least 95% of |ts contribution attributable to increased revenue.

(7) Tax applies to specific newly-manufactured items with retail prices above the following thresholds: automobiles—$30,000; private boats
and yachts--$100,000; jewelry—$5,000; and furs--$5,000. Tax is 10% of purchase price in excess of thresholds.

(8) Gain of less than $50 million.

(9) Estimate is net of income tax offset.

(10) This estimate is presented relative to the CBO baseline which assumes extension of the Airport and Airway Trust Fund (AATF) taxes with
the trigger in effect. The estimate reflects the effects both of removing the trigger and of increasing the rates of certain of the AATF taxes
as proposed in the President's budget. Increased revenue to be dedicated to deficit reduction.

(11) Estimate to be provided by the Congressional Budget Office (CBO).

(12) Rate = 0.8% in 1992, 1.35% in 1993, 1.45% in 1994 and thereafter.

(13) Disallow itemized deductions in an amount equal to 3% of AGH in excess of $100,000 for single returns, $100,000 for joint returns, and
$100,000 for head of household retums. Proposal does not apply to medical expenses or investment interest. Disallowance under the
proposal cannot exceed 80% of otherwise deductible itemized deductions subject to the proposal

(14) See related outlay offset in Section A.
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(Revenue-Losing Prbvisions in Billions of Dollars)
1991 1991-1995
B.1l. Enterprise Zones . « « ¢« ¢ o o o o o s o o s o o o 0.0 -1.0

Provisions, designed to provide tax incentives to specially-designated'areas in need
of economic assistance, similar to those described in H.R. 4993 and H.R. 5190 as mutually
agreed will be adopted with a total revenue cost over the flve-year budget period of $1.0
billion. ‘

B.2. Energy Incentives e e ¢ o o o- e © o o ¢ o o o o o o @ -0.4 -4, 0

Provisions similar to the energy incentives described in the President's budget will
be adopted. In addition, the section 29 placed in-service date will be extended for two
years and extended to tight sands gas. Incentives for ethanol will be modified and
extended. The total of energy security incentives including the foregoing will not exceed
$4.0 billion over the five-year budget period.

B.3 Extension of Expiring Provisions

Under the agreement, the following provisions would be extended through
December 31, 1991:

a. Research and experimentation credit. The 25%
reduction enacted for 1990 will be restored. . . . . . . -0.6 -1.2

b. Low-income housing credit. The low-income
housing credit allocation limit would also
be restored to $1.25 per State resident for
1990 and would be continued at that limit in
1991. e ®© 6 e e o o e e o © e © o o o o e o o o s o o -002 -107

B.4. Provisions relating to qualified small
corporations

20




(Revenue-poéing Provisions in Billions of Dollars)
1991 1991-1995

Definition of qualified small corporation -- Qualified small corporations are
domestic subchapter C corporations with paid-in capital and retained earnings of less than
$50 million. Such corporations must be engaged in an active trade or business for at
least 5 years (or, if shorter, the period of their existence), and substantially all of
the corporation's assets must be used in active trades or businesses. Among the types of
corporations that would be excluded are: banks, savings and loan associations, insurance
companies, finance companies, securities holding and management corporations, real estate
holding and management companies, personal service corporations, regulated investment
companies, real estate investment trusts, and cooperatives.

E;d.a. Basis Adjustment for Quaiified Small Corporations . . . . . . 0.2 -0.7

An individual who sells common stock of a qualified small corporation acquired after
September 30, 1990, and held for at least five years would be entitled to claim a tax
basis in such stock equal to the greater of (i) his adjusted stock basis or (ii) 50%.of
the sales price. This rule would be available only if such corporation was a qualified
small corporation at any time during the two years immediately preceding the date of the
stock sale. This provision would expire December 31, 2000.

B.4.b. 30% research and experimentation credit for
qualified small corporations . . « « ¢« o ¢ ¢ ¢ ¢ ¢ o ¢ o o o o -0.1 -0.4

Qualified small corporations would be entitled to an additional 10% credit for
research and experimentation expenses (resulting in a total credit of 30%) during 1991.

B.4.c. Deduction for investment.in qualified small
corporations .« « ¢« ¢ o ¢ o o 6 o o o o o o 6 o s s s e o o o -0.4 =-7.3

Individuals would be allowed to deduct of 25 percent of the purchase price of
“qualified small business stock" purchased after December 31, 1990. The amount of the
deduction for each individual per year would be limited to $50,000. The individual would
reduce the basis of such stock by the amount of the deduction.
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(Revenue-Losing Provisions in Billions of Dollars)
1991 1991-1995

"Qualified small business stock" would be defined as common stock of a qualified
small corporation originally issued to an individual (either directly or through an
underwriter) for money or other property (including debt, but not including stock of the
corporation). It would not include stock transferred in exchange for services or issued
in redemption of (or otherwise'exchange for) stock or any other equity interest that was
issued prior to the effective date.

The deduction would be recaptured as ordinary income in the same manner as
depreciation recapture. 1In addition, any of four other events would trigger recapture of
an individual's deduction: (i) the death of the individual within 2 years of purchasing
the stock (to prevent deathbed transfers for stock that receives a step-up in basis at
death); (ii) transfer by the individual to an IRA or other benefit plan;

(iii) transfer to a charity (the recapture is accomplished by denying a charitable
deduction for the amount of the deduction allowed for qualified business stock), or (iv)
failure of the corporation to continue to meet the definition of "qualified small .
corporation" for reasons other than growth of the corporation or participation in a’ tax-
free reorganization transaction.

Individuals would be allowed to claim deductions only for amounts that they are
%"at-risk" with respect to the investment. The deduction would not be allowed in computing
the alternative minimum tax. If the individual is subject to the alternative minimum tax,
he would not have to reduce his basis in the stock by the amount of the deduction. The
deduction would not be allowed to trusts, estates, or dependent children.

To prevent abuse, an excise tax would be imposed on corporations that during the 2
years after issuing the qualified business stock either (i) failed to satisfy the active
trade or business requirement, or (ii) redeemed a substantial amount of stock without a
good business purpose for the redemption. The amount of the tax would be equal to 5§
percent of the fair market value of qualified business stock issued during the 2 year

period.
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(Revenue-Losing Provisions in Billions of Dollars)
1991 1991-1995
B.4.d. Indexing investment in common stock . * o o ¢ & o @ —— -0.4

Individuals would increase the tax basis of common stock of a qualified small
corporation, whether or not newly issued, acquired after September 30, 1990 and held for
at least one year to reflect inflation occurring after December 31, 1991. The provision
would expire December 31, 2000.

B.4.f. Expand election to expense certain depreciable
business property . « « ¢« ¢« ¢ ¢ ¢ ¢ ¢ o o o o o o o -0.5 -0.3

Corporations with total assets of not more than $50 million would be allowed to
elect to expense certain amounts in excess of current law limits set forth in section 179.
Additional expensing may be provided for certain research and experimentation equipment.
Revenue cost over the budget period will not exceed $2.2 billion.

B.4.g. Reduce corporate tax rate phase-out of benefit
Of lower tax bracketS . « « «. ¢ « o o o o o o o o ~-0.1 -0.5

For corporations with taxable income in excess of $100,000, the amount of tax would
be increased by the lesser of 2.5 percent of such excess or $11,750. Thus, a corporation
would not be subject to the flat income tax rate of 34 percent until the corporation has
taxable income of $570,000 or more.

B.4.h. Additional incentives to promote growth . . . . . . —— -0.6

In addition to the‘fofegoihg, the Agreement includes additional growth incentives as
may be mutually agreed with a revenue cost of $600 million over the 5-year budget period.

B.5 . Earned Income Tax Credit e & e e o 6 o o ¢ o o e e o ‘ -0 . 1 -5 «0
Under the agreement, the earned income tax credit would be increased at a revenue

cost of $5 billion during the period 1991-1995. (This amount is in addition to any
increases in the earned income tax credit under child care. legislation.)

23



(Revenue-Raising Provisions in Billions of Dollars)
. 1991 1991-1995
c. 1 L a L ) uotor Fuels Taxes L] [ ) ) [ ) [ ) L L) L ) [ ) L) * L] [ ] L] L) L ] L ] 5 L] 4 45 [ ) o

Increase the excise taxes on gasoline, diesel, and special motor fuels by 5 cents
per gallon effective on December 1, 1990, and 10 cents per gallon effective on July 1,
/1991 with floor stocks taxes being imposed. i

Each State is to receive highway account apportionments and allocations equal to at
least 95 percent of its contribution attributable to increased revenue.

C.1.b. Tax on Certain Refined Petroleum Products . . « « « & 1.4 11.8

Effective January 1, 1991, a tax would be imposed at a 2 cent per gallon rate on
refined petroleum products including gasoline, diesel fuel, aviation gasoline and jet fuel
kerosene and residual fuel oil, home heating oil and distillate fuel o0il used for hoe
heating purposes would be exempt from tax. Products not used as fuel, such as asphalt,
lubricants, waxes and feedstocks, would not be taxed. A floor stocks tax will be imposed.

_ In general, taxes would be paid by refiners of refined petroleum prbducts and
importers. Imported fuels are taxed, and exported fuels are exempt from tax.

Fuels sold for use in manufacturing (including agriculture) would be exempt from
tax. Manufacturing would be defined to include all steps in the processing, conversion,
or fabrication of raw, unfinished, or semifinished materials into a packaged and finished
article of tangible personal property. The exemption would not apply to such things as
transportation (including transportation in connection with manufacturing or agriculture),
construction, retail trade, wholesale trade, or f1nancia1 or other services.

C.2, Tobacco ExXcise TaXes8 . ¢ « ¢ o o o o o« o o o o o o o 0.6 5.9

The agreement would increase by 25 percent the current excise taxes on all tobacco
products, including cigarettes, cigars, chewing tobacco, snuff, and pipe tobacco (e.gqg.,
increase the tax on a pack of 20 small cigarettes from 16 cents to 20 cents per pack),
effective January 1, 1991. Further, the agreement would increase by the same dollar
amount as the previous 25-percent increase the excise taxes on all tobacco products (e.g.,

o4



(Revenue-Raiéing Provisions in Billions of Dollars)
| 1991  1991-1995

increase the tax on a pack of 20 small cigarettes from 20 cents to 24 cents per pack),
effective January 1, 1993. Finally, the agreement would impose floor stocks taxes at the
time of each rate increase.

C.3. Increase Excise Taxes on Distilled Spirits, Beer,
and Wine [ ] [ ] [ ) [ ] [ ] L) L L] L] L] [ ) . L ) L ) [ ) [ ] L ] L] L 2 L L] L ] [ ) 1.5 10.0

The agreement would increase, effective January 1, 1991, the following taxes as
follows:

(1) The distilled spirits tax rate by $1.50 per proof gallon, from $12.50 per proof
gallon to $14.00 per proof gallon.

(2) The tax rate on beer from $9.00 per barrel (16 cents per six pack) of $18.00 per
barrel (32 cents per six pack). .

(3) The tax rate on wine will generally be increased by'zé cents per bottle as follows:

(a) Wine with up to 14 percent alcohol content (commonly referred to as table wine)
from $0.17 per wine gallon (3 cents on a 750-milliliter bottle) to $1.77 per
wine gallon (25 cents on a 750-milliliter bottle).

(b) Wine with 14 to 21 percent alcohol content‘(commohly referred to as fortified
wine) from $0.67 per wine gallon (13 cents on a 750-milliliter bottle) to $1.77
per wine gallon (35 cents on a 750-milliliter bottle).

(c) Wine with 21 to 24 percent alcohol content from $2.25 per wine gallon (45 cents
- on a 750-milliliter bottle) to $3.35 per wine gallon (67 cents on a 750~
milliliter bottle).

(d) Artificiéily carbonated wine from $2.40 per wine gallon (48 cents on a 750-

milliliter bottle) to $3.50 per wine gallon (70 cents on a 750-milliliter
bottle). ‘
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A domestic small producer exemption from the above rate increases (i.e., present law
rates would remain in effect with respect to such producers) would apply to the first
100,000 gallons of wine produced by wineries with total production for the calendar year
not exceeding 200,000 gallons and to the first 30,000 barrels of beer produced by
breweries with total production for the calendar year not exceeding 60,000 barrels.
Additional changes will be made to reach a revenue target of $10 billion over the period
1991-1995. Appropriate floor stocks taxes will be imposed.

Ced4, Luxury Excise TaX « « o o ¢ o o o o o o s o o o s o o o o 0.2 - 1.9

Impose a l10-percent excise tax on the portion of the retail price of the following
items that exceeds the thresholds specified below. :

(1) Automobiles above $30,000 -- An automobile is any passenger automobile
manufactured primarily for use on public streets, roads, and highways that is rated
at 6,000 pounds unloaded gross vehicle weight or less. This includes trucks and
vans, except that only trucks and vans with a loaded gross vehicle weight of 6,000
pounds or less are subject to this tax. (No weight limitation applies to
limousines.) Also, the tax does not apply to the sale of any passenger vehicle for
use by the purchaser exclusively in the active conduct of a trade or business of
transporting persons or property for compensation or hire.

(2) Private boats and yachts above $100,000 -- Boats and yachts that are used
exclusively in a trade or business (except for leasing, rental, business
entertainment or other recreational purposes) are exempt from this tax.

(3) Jewelry above $5,000 -- The tax applies on a item-by-item basis. Custonm
fabrication of jewelry also is subject to this tax. Watches are included as jewelry.

(4) Furs above $5,000 -- The tax applies to items made from fur or in which fur is a
major component. It does not apply to leather or to artificial fur.

This tax appliés only to the first retail sale of newly manufactured items subject to

the tax occurring on or after January 1, 1991. This tax would apply to these items upon
their importation into the United sStates, unless the item is being imported by someone in
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the trade or business for subsequent retail sale (in which instance'the subsequent retail
sale would be subject to tax). This tax does not apply to exported items.

Exemptions - The tax on automobiles and boats would not apply to the sale of those
items to a State or local government for use exclusively in police or other law
enforcement activities or to any person for use exclusively in providing emergency medical
services.

C.5. Ozone Depleting Chemical Excise TaxX « « « « « o« o « o 0.1 0.5

In June of 1990, the Montreal Protocol on Substances that Deplete the Ozone Layer
was amended to expand the list of controlled chemicals and to make other changes. The -
list of controlled chemicals was expanded to include carbon tetrachloride and methyl
chloroform, among others. Under the amendments to the protocol, consumption and
production controls are not applicable to carbon tetrachloride prior to January 1, 1995;
consumption and production controls are not applicable to methyl chloroform prior to
January 1, 1993; and consumption and production controls are not applicable to CFC-13,
CFC-111, CFC-112, CFC=-211, CFC-212, CFC-213, CFC-214, CFC-215, CFC-216, and CFC-217 prior
to January 1, 1993.

The agreement would add carbon tetrachloride, methyl chloroform, CFC-13, CFC-111, -
CFC-112, CFC-211, CFC-212, CFC-213, CFC-214, CFC-215, CFC-216, and CFC-217 to the list of
taxed chemicals, effective January 1, 1991.

C.6 Loss Deductions and Salvage Values for Insurance
companies [ ] L ] [ ] [ ] . L ] L) L] . o. * L ) L] L] ) L) L] L * [ ] L ) L) L ) LN o L] 3 1 ® '1

The agreement would reduce the deduction allowed to property and casualty insurance
companies for losses incurred, both paid and unpaid, by estimated recoveries of salvage
(including subrogation claims) attributable to such losses, whether or not the salvage is
treated as an asset for statutory purposes. The provision would apply t taxable years
beginning after December 31, 1989. (The change would be treated as a change in the
taxpayer's method of accounting requiring a spread of the adjustment over a period not to
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exceed eight years. The amount of the adjustment is the difference between the amount of
unreduced loss reserves at the end of the taxable year immediately preceding the first
taxable year beginning after December 31, 1989, and the amount of the reduced loss reserve
determined under this proposal. as of the beginning of the first taxable year beginning
after December 31, 1989.)

C.7. Foreign Compliance Provisions: Information
Reporting and Related Provisions of the Foreign
Tax Equity Act (H.R.4308/S5.2410) « « « « « « o « o o o -— 0.3

The agreement includes two provisions from the Foreign Tax Equity Act of 1990, which
is pending in the House as H.R. 4308 and in the Senate as S. 2410.

a. Apply the information reporting and related provisions of section 6038A, as
amended in 1989, to any action the time for performance of which is after the date of
enactment of the agreement, without regard to the tax year involved. The 1989 amendments
to section 6038A expanded the scope of reporting requirements applicable to any foreign-
owned domestic corporation (as well as any foreign-owned foreign corporation that conducts
a trade or business in the United States) with respect to transactions with related
parties, added a recordkeeping requirement with respect to such transactions, increased
monetary penalties related to such requirements, and enhanced the enforceability of IRS
summonses pertaining to such transactions (by, among other things, adding a special
noncompliance rule applicable to such summonses). Under the agreement, the increased
monetary penalties apply only to noncompliance that occurs or continues after enactment,
and the special noncompliance rule applies only with respect to summonses that are issued
after enactment. 1In addition, the new recordkeeping requirement only applies to records
that were in existence on March 20, 1990.

b. Apply the information reporting and related provisions of section 6038A, as
amended in 1989, to any foreign corporation that conducts a trade or business in the
United States, and extend the application of those provisions to all tax-related items,
not only transactions with related parties. Under the agreement, the extended scope of
those provisions applies to any act in the time for performance of which is after the date
of enactment, without regard to the tax year involved.
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The agreemenﬁ includes the following additional provisions:

a. Statute of limitations: The statute of limitations would be extended in certain
situations where the IRS has issued a special summons to any corporation. The statute of
limitations would in addition be tolled if the Justice Department has sought to enforce
the summons in court or the taxpayer has moved to quash the summons. Only one summons
issued during an examination may trigger such extension and tolling.

b. Penalty: The current law overvaluation penalty would be broadened to cover large
understatements (as well as large overstatements) in valuation, and also would be
applicable to services. In addition, the overvaluation penalty would be revised to cover
large section 482 adjustments (those in excess of $10 million per taxable year). As under
present law, the reasonable cause exception would continue to apply.

c. Section 6103: Clarify that current restrictions against disclosure of taxpayer
information by IRS employees and agents cover people (such as experts) who provide
services to the IRS. .

d. The Treasury Department and GAO would be required to study various issues
relating to transfer pricing and compliance.

e. The IRS would be required to revise certain procedures to ensure effective
handling of section 482 cases.

C.8. Amortize Policy Acquisition Expenses
of Insurance Companies e © o ® © © © & o o o o © e © o o o ® o o o 1.5 8.0

Effective September 30, 1990, insurance companies would be required to amortize
policy acquisition expenses on a straight-line basis over a period of 10 years. Policy
acquisition expenses would be defined for each category of insurance contract as a
percentage of total premiums (net of reinsurance premiums) for that category of contract.
Separate categories are provided for annuity contracts, group life insurance contracts,
and for all other life insurance contracts and noncancelable or guaranteed renewable
accident and health insurance contracts. Reinsurance contracts are included in each
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category. Contracts entered into under qualified pension plans are generally excluded
from the provision.

Acquisition expenses subject to amortization are deemed percentages of total premiums
according to the following schedule:

Group Life.oo'.oooooo.ooocgo-oooooooq..ocooooooooooioo-oc 1.65%
Annuities.......0..ll........’.'..l...'...IO............. 1'40*
Other Life and Noncancelable or Guaranteed

Renewable Accident & Healthi.ccceeceooosococcecccccsersses 6.25%

For cancelable accident and health insurance contracts and other similar contracts,
the reserves of life insurance companies for unearned premiums and for premiums received
in advance (a) would be reduced by 20 percent, and (b) would include in income over a 6~
year period 20 percent of such reserves as of the last day of the first taxable year
ending on or after September 29, 1990. For noncancelable .or guaranteed renewable accident
and health insurance contracts, clarify that the reserves of property and casualty
insurance companies are to be determined under the present-law rules applicable to life
insurance companies. The special treatment of acquisition expenses of life insurance
companies under the adjusted current earnings provision of the corporate alternative
minimum tax would be repealed.

For a taxable year that includes September 30, 1990, the agreement would apply the
amortization requirement only with respect to the portion of premiums deemed attributable
on a pro rata basis of the portion of the taxable year that occurs after September 29,
1990. The agreement would not treat the amortization of acquisition costs as a change in
a method of accounting. The provisions relating to reserves and the provision relating to
the alternative minimum tax would apply to taxable years beginning after September 29,
1990. )

C.9. Leaking Underground Storage Tank (LUST) Trust Fund . . 0.1 0.6
Beginning October 1, 1990, extend the Leaking Underground Storage Tank Trust Fund

taxes for five years with no Trust Fund revenue ceiling. As under present law, excise
taxes of 0.1 cent per gallon will be imposed on gasoline, diesel fuel, aviation, special
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motor fuels, and fuel used on inlahd waterways. Receipts from the taxes will be deposited
in the Leaking Underground Storage Tank Trust Fund.

C.10. Increase Airport and Airway Trust Fund Excise Taxes. . . 1.3 11.8

Effective January 1, 1991, increase the following Airport and Airway Trust Fund
excise taxes: air passenger ticket tax from 8 percent to 10 percent; domestic air cargo
tax from 5 percent to 6.25 percent; noncommercial aviation gasoline tax from 12 cents per
gallon to 15 cents per gallon; noncommercial aviation jet fuel tax from 14 cents per
gallon to 17.5 cents per gallon. (The international departure tax would remain at $6 per
person.) The tax reduction trigger would be repealed.

Revenues from the current aviation tax rates would continue to go to the Airport and
Airway Trust Fund. Revenues from the increased tax rates (but not the extension) would go
to the General Fund.

C.11. Increase Harbor Maintenance Excise TaX . « « « ¢ ¢ ¢ o .« 0.3 1.8

Increase the harbor maintenance excise tax from 0.04 percent to 0.125 percent,
effective January 1, 1991. As under present law, the tax will be imposed on the value of
commercial cargo loaded or unloaded at U.S. ports and on commercial ship passenger fares.
Revenues from the tax will continue to be transferred to the Harbor Maintenance Trust
Fund.

C.12. IRS enforcement initiatives . . . . « ¢« ¢« ¢ « ¢ .« & 3.0 9.4

The agreement would require IRS management reforms and provide additional funding for
IRS audit and collection efforts to meet a revenue target of $9.4 billion for the 5-year
budget period. The agreement anticipates specific appropriations to meet the revenue
target. :

C.13. Reversions of Excess Pension Assets . « « ¢« « ¢ o o« - 0.5 - 1.0
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1. General Rule. The current law 15% excise tax on reversions of excess pension
assets to the employer would be raised to 20%. In addition, the employer would be
required to transfer a cushion equal to 20% of the excess to a new retirement plan. If
the employer fails to establish any new plan, then an additional excise tax equal to 20%
of the excess would be applied (this additional 20% excise tax would not apply if the
employer is in bankruptcy liquidation). (Retirees are not treated as pension plan
participants.)

2. Special Rule to Encourage Provision of Additional Benefits to Retirees. 1If the
employer provides benefit increases to retirees as a part of the plan termination
transaction, then the 20% cushion would be reduced to 15%.

Allow certain limited annual transfers of assets from ongoing pension plans to pay
for retiree health benefits subject to certain conditions:

-- Transfers could not reduce pension plan assets below the level specified in the
current law full funding limitations (i.e., below the pint where further pension )
contributions are not permitted). In addition, transfers could in no event reduce the
fair market value of pension plan assets below 150% of the plans current pension
liabilities.

-- All participants in the ongoing plan are immediately vested in 100% of their
benefits.

-- The employer could not decrease expenditures on retiree health expenses for a
period of 5 years.

-=- The transfer could not be for the benefit of key employees of the employer.

-= Advance notice of the transfer would have to be given to the Federal government
and to affected participants.

-- Conforming ERISA changes would be made.

C.14. Extend Medicare to State and Local Employees . . . . 0.0 5.2
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Extend coverage under the Medicare system to all employees of State and local
governments not currently covered under the system. Effective January 1, 1992, subject
the wages of such employees to the Medicare (HI) portion of tax under the Federal
Insurance Contributions Act phased-in to raise revenues of $5.2 billion over the 5-year
budget period. . - -

C.15. Deny Deduction for Interest Paid by Corporations to the IRS on
Tax Obligations . . « « ¢ ¢ ¢ ¢ o ¢ ¢ ¢ o o o o o o 1.4 3.9

Deny a deduction for interest paid by a corporation to the IRS on underpayments
relating to Federal income tax (and, if necessary to meet the revenue target, other types
of Federal tax). The provisions would be effective for payments made, in the case of a
cash basis taxpayer, or interest accrued, in the case of an accrual basis taxpayer, on or
after January 1, 1991, regardless of the taxable period (if any) to which the interest
payment may relate. The present-law procedures permitting a taxpayer to make a payment of
contested tax and interest thereon after a deficiency notice has been mailed, while °
continuing to contest the asserted deficiency in Tax Court, would not be changed.

Provided the revenue target can be satisfied, consideration will be given to providing
appropriate relief in cases in which there has been an extraordinary delay in the issuance
of a statutory notice of deficiency or assessment beyond the control of the taxpayer.

C.16. Certain corporation and pértnership revisions. . . . 0.2 2.0

The agreement provides for the inclusion of certain revisions in corporate and
partnership tax provisions as may be mutually agreed upon to raise approximately
$2 billion during the period 1991-1995.

C.17. Limitation on Itemized Deductions. . . + ¢« ¢ ¢ ¢ o &« 0.5 18.0

Effective January 1, 1991, reduce total otherwise allowable itemized deductions
(other than medical expenses and investment and interest expense) by an amount equal to
three percent of the amount of a taxpayer's adjusted gross income (AGI) in excess of
$100,000. In no event, however, would total otherwise allowable itemized deductions
(excluding medical expenses and investment interest) be reduced by more than 80 percent.
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In computing the amount of the reduction of total itemized deductions under the
proposal, all present-law limitations applicable to such deductions first would be applied
and the otherwise allowable total amount of deductions would then be reduced until this
rule. An appropriate adjustment will be provided for alternative minimum tax purposes.

C.18. Increase the Cap on Wages Subject to the
Medicare Hospital Insurance Payroll TaX. . « « « o o o o 0.9 13.0

Effective January 1, 1991, the agreement would increase to $73,000 the cap on wages
and self-employment income considered in calculating the tax liability for the Medicare
hospital insurance (HI). In 1990, the HI tax is 1.45 percent of the first $51,300 of
wages and is paid by both the employer and the employee.

C.19. Extend social security (OASDI) coverage to
certain State and local employees. « ¢« « ¢ ¢ ¢ o ¢ o o o 2.0 11.7

Effective January 1, 1991, OASDI coverage would be mandatory for State and local
government employees not participating in a public employee retirement system in
conjunction with their current State or local employment.

C.20. Stabilize Payroll Tax Deposit Rules . ¢ ¢ ¢ ¢ ¢ ¢ & o o 1.0 0.0

Under the Omnibus Budget Reconciliation Act of 1989, employers who have accumulated
$100,000 or more of withheld employee taxes must deposit these taxes by the close of the
next working day in 1990, 1993, and 1994. The employer must make the deposit within 2
days in 1991, and within three days in 1992. The agreement would make the deposit
requirements consistent for all years by requiring that the deposit be made by the close
of the next working day.

Note: Child care provisions to be offset by extension of the telephone excise tax will be
included separately and subject to a subsequent authorization bill,

(W)
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III. BUDGET PROCESS REFORM AND ENFORCEMENT

Extend the G-R-H sequester system with new deficit targets for five years.

Pay-as-you-go for entitlements and revenues. All entitlement or revenue legislation
passed by Congress after adoption of this Summit Agreement must be deficit neutral.

This will prevent entitlement or revenue policy actions from causing a sequester on

discretionary accounts.

Require reconciliation instructions to cover five years.

Discretionary caps on budget authority and outlays for each year, 1991-1993, for each
of the following three categories: defense; international; and domestic. Combine
defense, international, and domestic discretionary into one category in '94 and '95
with one cap on budget authority and outlays in each of these years.

Automatic across-the-board offset triggered within each of the categories (defense;
domestic discretionary; international discretionary) to the extent any appropriation
bill (including supplementals) violates either the budget authority or outlay cap for
that category (trigger 15 days after enactment if bill enacted before July 1,
lookback if after July 1).

- For a Presidentially-declared emergency request in supplementals or regular
appropriations bills, this across-the-board offset would not apply to the extent
of the funds requested by the President (only if the Congress agreed in the Act
that it was for an emergency). If Congress proposes and the President requests
new items or additional amounts for the supplemental, the offset would not apply
to the items or additions.

Add categorical sequester for mandatories; add reconciliation for revenues:

- Mandatory: Automatic across-the-board offset within mandatory category
triggered to the extent any legislation is enacted that adds mandatory spending
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that is not fully offset. Change limits on sequester for existing mandatory
sequester base from two percent to four percent. The offsets are triggered 15
days after enactment if the bill is enacted before July 1; look back sequester
is triggered if bill is enacted after July 1.

-~ Revenues: If revenue decreases are not offset, then automatic reconciliation
instruction by Budget Committee to Ways and Means, Finance, or relevant
offending committee to provide offset.

-= Sixty vote point of order would apply to all revenue losing bills.

.Include social security in the consolidated budget, but remove social security cash
from G-R-H baseline, which will prevent technical or economic changes in social
sgcurity estimates from causing a sequester on discretionary accounts.

Include all deposit insurance accounts in the consolidated budget, but remove those
accounts from G-R-H baseline, which will prevent technical or economic changes in
deposit insurance accounts from causing a sequester on discretionary accounts.
(Deposit insurance accounted for an estimated 99.6% of the net mandatory technical
changes in 1990.) ‘ .

Two revisions of economic assumptions:

-- Update assumptions at the time of the Summit Agreement, thus holding
appropriations harmless for 1991.

- Update assumptions at the end of March 1991. The end of March economic
assumptions will be used in calculating the sequester in '92, thus holding
appropriations harmless for economic changes in FY 1992.

Credit reform:

-~ Begin in '92 thus holding harmless discretionary accounts for the new scoring
method in '91. :

-- Adjust discretionary caps for current service credit levels scored under credit
reform in '92 and '93, thus holding harmless discretionary accounts to changes
in scoring in these years. '
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== Hold adjusted baseline harmless for revisions in credit reform subsidy estimates
in '92 and '93.

Hold cap harmless for IMF.

Hold cap hatmless for Egyptian debt forgiveness (See Section VI).
Hold harmless for Desert Shield funding requirements (see Section VI).
Hold cap harmless for contributions to DoD.

Sixty vote points of order would apply to budget resolution and to appropriation
bills that exceed caps.

" Sections 302 and 311 points of order would be extended to out-years.
Budget authority and outlays caps for 1991-1995 (see Table 2A).
Néw methods to protect discretionary appropriations from sequester:

- In 1991, discretionary appropriations held completely harmless for technical and
economic adjustments.

- In 1992, discretionary appropriations held completely harmless for economic
adjustments, and held harmless for technical reestimates for caps in the outlay
amounts of:

- $2.5 billion for domestic;
-= $1.5 billion for international; and

-= $2.5 billion for defense.

The G~R-H cushion will be $15.0 billion less any of the above amounts that are
used.




Aggregate budget authority for the three categories for 1991, 1992, and 1993
(together) may .exceed the caps by not more than 0.4 percent, provided that not
more than 0.2 percent may be applied to any one category.

In calendar 1992, a meeting will be convened of the two Appropriations Chairmen,
the Speaker, House and Senate leaders and three senior Administration
representatives. They will review technical and economic assumptions for fiscal
1993. Any adjustments the group unanimously agrees upon will be legislatively
pursued jointly and expeditiously. In 1993, 1994, and 1995, baseline held
completely harmless for economic and technical adjustments enacted in accordance
with unanimous leadership group recommendations. Additionally, technicals
adjusted for 1993 so that they do not cause or contribute to a 1993 sequester.

In 1993, 1994, and 1995, discretionary appropriations held harmless for
technical estimates for caps in the outlay amounts of:

-= $2.5 billion for domestic;

. - $1.5 billion for international; and

- $2.5 billion for defense.

The G-R-H cushion will be $15.0 billion less any of the above amounts that are
used.

In all years, 1991 through 1995, discretionary appropriations held harmless for
new or expanded mandatory spending by categorical sequester on mandatories and
for new revenue losing measures by pay-as-you-go and automatic reconciliation
instructions to provide offset.

Cancellation of the FY 1991 sequester order will be accomplished when a
reconciliation bill and appropriations bills reflecting agreement are enacted (as
stated in section IV, Agreement Concerning Enactment).

Protect Social Security by establishing, in the House, a .point of order against
legislation that would violate either the 5-year or 75-year actuarial balance of the
funds and, in the Senate, by establishing a 60 vote point of order against
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legislation that would violate the S5-year actuarial balance. In addition, a study
must be submitted by the Finance Committee on the 75-year actuarial balance effect.
A feedback mechanism would also apply to such legislation.

GSEs: Treasury shall submit a report and proposed legislation to Congress on the
financial soundness of Government-sponsored enterprises. CBO will also prepare a
report on the types of risks that each GSE assumes. The appropriate committees will
study GSE proposals and report legislation ensuring GSEs financial soundness by
September 15, 1991. If such legislation is not reported, the leadership of the House
and Senate commit to provide for the consideration of Administration proposals by the
end of the first session of the 102nd Congress.

Scorekeeping =-- adopt scorekeeping guidelines to be included in report entitled
“"Scorekeeping Guidelines for 1991.%

Extend statutory limit on the public debt for 5 years.




The credit reform provisions of the Budget Summit Agreement include:

Makes the subsidy component of Federal direct and guaranteed loans the focus of
credit budgeting. .

Defines the subsidy. to be the cost to the Government of a direct loan or loan
guarantee. ’ ) '

Except for -entitlements, subsidy budget authority will be controlled by
appropriations.

Treats the non-subsidj‘cash flows as a means-of-financing the deficit and excludes
them from the calculation of the budget deficit.

Provides for adjustment of budget baselines and allocations to reflect changes in
accounting.

Prohibits Federal agencies from making or modifyinq a direct or guaranteéﬁ loan
unless budget authority is appropriated for subsidy associated with the loan,
guarantee, or modification.
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IV. AGREEMENT CONCERNING ENACTMENT

UNDERSTANDING RE: TIMING & PROCESS FOR ENACTMENT

BUDGET SUMMIT AGREEMENT -- 9/30/90

The President and the Bipartisan Congressional Leadership (The Speaker of the House,
the Senate Majority Leader, the Senate Republican Leader, the President Pro Tempore of the
Senate, the House Majority Leader, and the House Republican Leader) agree to the following
undertakings. These represent commitments to good faith efforts; they do not purport to
amend or suspend rules of the House or Senate; nor do they in any way affect
Constitutional powers and prerogatives of the parties.

(1) The President and the Bipartisan Congressional Leadership agree to ehgage in a
coordinated bipartisan effort seeking to enact the Budget Summit Agreement by Friday,:

October 19, 1990.

(2) Their coordinated effort shall seek to produce support for the Agreement by a
majority of both Democrats and Republicans in both the House and the Senate.

(3) Joint announcement of the Agreement shall occur on September 30th.

(4) Immediately following joint announcement, a continuing resolution authorizing
appropriations through October 5, and suspending sequester through October 5, shall be
made in order in both houses of Congress -- with a view toward its prompt enactment.

(5) The Appropriations Committees shall revise their 302(b) allocations to be consistent
with the Budget Summit Agreement as reflected in the budget resolution by October 10.
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(6) Prior to the expiration of the continuing resolution on October 5, both houses shall
pass the 1991 budget resolution with detailed reconciliation 1nstructions fully reflecting
the Budget summit Agreement and no other matters. Such budget resolution shall be voted
upon prior to the expiration of the continuing resolution on October 5. Such budget
resolution shall instruct appropriate Committees to report, with or without a

recommendation, all legislation necessary to implement fully the Budget Summit Agreement
(except appropriations) by October 12.

(7) The President has stated that his intention is that no further continuing resolution
(beyond October 5) shall be signed until a budget resolution with reconciliation

instructions fully reflecting the Budget Summit Agreement shall have passed both houses of
Congress.

(8) Upon passage of a budget resolution fully reflecting the Budget Summit Agreement, a
second continuing resolution -- authorizing appropriations until October 19 and suspending
sequester until October 19 -- shall be voted in both Houses.

(9) The Budget Summit Agreement shall be fully legislated (except for appropriations)
through a Reconciliation bill.

(10) Throughout the conference, the reconciliation Conference report shall be reviewed by
the parties to this Agreement to assure its consistency with the Budget Summit Agreenment.
If it is deemed to be inconsistent, remedial efforts shall be made by all parties to

assure consistency. Such efforts shall include bi-partisan leadership amendments as
necessary. -

(11) On or before October 19, 1990, a Conference Report on the reconciliation bill that
fully reflects the Budget Summit Agreement shall be voted in both houses of Congress.




(12) The parties to this Agreement shall work together to support all amendments and
~ provisions consistent with the Budget Summit Agreement and to oppose all amendments and
provisions inconsistent with, or unrelated to, the Budget Summit Agreement.

(13) Conference reports on all appropriations bills consistent with the Budget Summit
Agreement shall be voted in both houses by October 19.

(14) The President has stated that it is his intention that no bill suspending sequester
beyond October 19 shall be signed until the following have occurred: a) a reconciliation
conference report on a bill fully reflecting the Budget Summit Agreement has been passed
by both houses of Congress; and b) a reconciliation bill and all 13 appropriations bills
consistent with the Budget Summit Agreement have been presented to the President.

(15) To the maximum extent possible, all parties shall employ "Scorekeeping Guidelines. for
FY'91" (included as part of this Agreement). Nonetheless, all scoring issues related to
this agreement shall be determined by OMB for the Executive Branch and by the Budget
Committees for the Congress -- with the understanding that parties from each branch shall
respect the appropriateness of the other's using its own scoring conventions and scoring
organizations for interpretation of consistency with this Agreement. In no case will
payment timing shifts or other artificial savings measures be deemed acceptable for
deficit reduction scoring unless they have been specifically .approved by all parties to
this Agreement. : '

(16) The parties to this Agreement shall, in their respective areas of jurisdiction,
support waiving points of order that might impede the implementation of this Agreement.
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30-Sep-90
06:24 AM
1989
Nominal GNP ,
Level ($ billions)........ vessestareases 5201
Percent change, 4th/4th..........c..c.. . 5.4
Real GNP, percent change, . |
4th’4th ------- snsece essanse [TYIY] 1 -6
GNP deflator, peroent change,
' 4tm4th'Ill B000NETENAIRORAINER000R000OS 3.8
“Unemployment rate........c..-.. S 5.2
interest rates: ‘
91-day Treasury DillS......cccoeseneasesse 8.1
10-year Treasury Notes........uuseesss 8.5
Domestic oil prices ($/bbl)........c.ccc... 17.88

(calendar years)
1990 1991
5486 5807

6.0 6.0
0.7. 13
5.2 4.6
5.6 6.1
7.7 7.2
8.7 8.3
21.15 24.15

TABLE V.A.--ECONOMIC ASSUMPTIONS

1992
6199
7.3

3.8

34
6.4

5.7
71

21.10

1993
6670
7.5

' 4.1

3.2

5.6

4.9
6.1

' 21.79

1994
7141
6.8

3.7

‘3.0
63

4.4
5.6

22.41

1995
7607
6.4

2.8
5.1

4.2
53

23.02




30-Sep—90

(outlays in billions)

1991 1992 1993

Bank Insurance Fund.......... 3.7 4.5
Resolution Trust Corporation............ 25.9 29.5
Credit Reform; -
International Discretionary:
BA......ccicnnrararane vesssanansnnsossansanns - -0.1
OUtlaYS...ccierrivernisrerneesiaessssssasne - 0.3
Domestic Discretionary:
BA........ cebnsnainsssesssnsansanenssasuenens - 1.6
10 7] (1: |71 TP - 1.1
Mandatory:
BA.......... vesessssssane - 1.5
Outlays casssessonsennsensen - 3.5

1.8

18.8

-0.1
-0.2

1.7
1.3

-0.3

22 -

0.5

=
cT

TABLE V.B.-~MAJOR TECHNICAL REVISIONS

1934

0.5

- -14.2

-0.2
-0.1

1.7

1.3

-1.1
-0.2

0.6

1995

0.8
~25.9

-0.2.
0.0

1.8
1.3

-4.3
006

0.6




vI. HIBCELLANEOUB ADDITIONAL UNDERBTAﬂDINGB Mx .

Scorekeeping quidelines reflecting general budget accounting conventions that will be
used in measuring compliance with the Budget Agreement will be included in the
reports accompanying the budget resolution presenting this agreement. Attached to
the scorekeeping guidelines will be a complete listing of budget accounts included
within each budget agreement category.

Additional funding for losses and working capital requirements of the Resolution
Trust Corporation are included in this agreement and displayed on-budget. However,
GRH baselines will be held harmless for these requirements to remove uncontrollable
mandatory spending from sequester calculations.

International discretionary spending will be held harmless for the periodic
assessment to the International Monetary Fund (IMF). The U.S. and other IMF
countries have agreed to a 50% increase in special drawing rights (SDR). The U.S.
participation will require budget authority in 1992, but will not result in outlays.
Budget authority will be exchanged for SDRs of the IMF, a monetary asset of equal
value.

Baselines will be held harmless for Egyptian debt forgiveness. International
discretionary budget authority and outlays will be adjusted for not more than the
amounts specified below as a result of debt relief proposed by the President and
approved by the Congress. New scoring procedures will be developed by OMB and CBO
that reflect the real value of debt relief proposals. These procedures will be
developed for use at least in time for the FY '92 budget.

($ billions)
FY '91 FY '92 Fy ‘93 EY '94 FY '94

BA........... ' .157 .177 .205 .246 .300
outlayS...... 207 .294 .361 .446 .522

448




o ’i?“é (o

o Treatment of Desert Shield Supplemental:

The amount of the preéumed level in the absence of hostilities is $15 billion.
This amount is in addition to the total Defense level proposed by Senator Nunn.

It is assumed that half of the proposed supplemental will be financed by
contributions from other countries.

It is assumed that the remainder of this proposed supplemental will not require
offsets because the Summit Agreement takes into account the supplemental costs.
This supplemental will have no matters extraneous to the President's request.
All matters must pertain solely to Desert Shield.

In the event of hostilities, the President may submit a dire emergency request
for supplemental funding for Desert Shield purposes that will not be required to

be offset. This supplemental, if needed, will contain no matters extraneous to
the President's request. All matters must pertain to Desert Shield.

1991 1992 1993

—BA  outlays —BA _ oOutlays —BA__ outlays

Nunn levelS..cccccavcscsscos 289.1 297.0 291.6 295.0 291.8 292.0
Desert Shield

Supplemental Total...... 15.0 11.5 - 2.8 - 0.6
Less: Contributions from |

other countries...... - 7.5 - 5.8 - - 1.4 ne - 0,3

Net Supplemental........... 7.5 5.7 - 1.‘ - 0.3
Additional Desert Shield

Supplemental in the

Event of Hostilities..... ? ? ? ? ? ?

(Y1
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30-Sep-90
08:55 AM
TABLE I.A.--DEFICIT REDUCTION
(in billions of dollars)
1991 1992 1993 1994 1995 21-95
Discretionary: _
DOMOSTC...ceaurrasonnees veerssensessasssssranasnane -— - -} B
International......... esesssasassasacse eesserarases —_— —_ -} 53.2 62.0 1824
Defense.....ccceurescens resssssessasasessesaransanes 9.8 22.6 34.8 )
MANAAIONY..c.covvereassarsacsssonsssracsssssesassonsens 12.1 20.9 23.9 28.8 33.3 119.0
Tax and receipt MOASUIBS......cceveresessssesss 16.2 26.7 27.0 321 31.8 133.8
INLOIBSL..ceeersreasaraesesararsarsassassessssnsansasanne 2.0 6.5 12,2 18.4 257 64.8
Total deficit reQUCTION....cccorcueeerasiarereases 40.1 76.7 97.9 132.5 152.8 500.0

Y




30-Sep—-90
10:09 AM
TABLE 1.B.—DEFICIT TARGETS AND PROPOSED SAVINGS
(in billions of dollars)
1991 1992 1993 1994 1995  91-95
Mid-Session baseline consolidated defiCit..........c.eeeeeucsvenes 231.4 205.0  135.2 79.6 76.8 728.0
Adjustments for:
ECONOIMICS. 1ecesaressseerssarassasessosesssssssassanasusasessssssasssonsaniss 30.4 58.4 54.4 35.8 19.3 198.3
Tochnical CRANGOS.....ccceemiescssrssiresssasannnsasssssssssarsassensace 31.2 41.5 371 0.1 -12.0 97.9
Enacted legislation and regulations........ccececeesessensssascecs 0.7 1.2 0.6 0.3 0.4 3.2
Subtotal, adjuStMONtS...c.cecreeccssssencsaensescasanaces 62.3 101.1 92.1 36.2 7.7 299.4
Current baseline consolidated defiCits......cccccerreesaeriasarosnces 293.7 306.1 227.3 115.8 84.5 1027.4
Proposed SAVINGS.....cccesersnsssuensrsssnsssssosassssnssnsesasnsasasanss =40.1 =76.7 -97.9 =1325 =152.8 =500.0
Agreement consolidated deficits (+) or surplus (=)........cceeeee 253.6 229.4 129.4 -16.7 -68.3 527.4
Agreement GRH deficits (excludes deposit insurance
and 50Cial SOCUTIY).receessuressarsscrsssssasessnnasssssssssnannsessnrassee 205.0 197.1 168.6 111.6 63.3 745.6
Revised GRH 1arg618......ccereessrsssarsssrsssnsassssssansssnnaassenssones 205.0 197.1 168.6 111.6 63.3 745.6




30-Sep-90

TABLE 1.C.—BASELINE AMOUNTS AND REDUCTIONS BY CATEGORY
(in billions of dollars)

1991 1992 1993 1994 1995 91-95%

Total Discretionary
Adjusted baseline...... eessensenssses coaseenssrasssanes 522.9 546.1 567.4 588.0 602.8 2827.2
SAaviNgGS....cooneasseneece cresrvnsasnans casessesaensararenes -9.8 -22.6 -34.8 -53.2 -62.0 -182.4
Agreed Level....... tevsesensssasesssessesssntassresstssnnsis 513.1 523.5 532.6 534.8 540.8 2644.8
Mandatory
Adjusted baseline...... vesersersasare cassssseansarssanarnse 664.8 692.7 678.5 651.1 703.8 3390.9
SAVINGS.:eeecarssecssaressassnssassasssnsssssssisasssssases -12.1 -20.9 -239 . -28.8 -33.3 -119.0
Agreed 16vel.......cccceeennie esssseresssvassaasssans vecsee 652.7 671.8 654.6 622.3 670.5 3271.9
Interest ‘
Adjusted baseling.........cceceesescssnensansusrsanssesers 197.0 203.0 205.6 204.0 199.8 1009.4
Savings (includes FOVONUOS)..cesreessssrscecssense =2.0 6.5 -12.2 -18.4 =25.7 -64.8
AQreed 18VeL......ccvesuesuesinscsasensassnananeresanenees 195.0 196.5 193.4 185.6 174.1 944.6
Total Qutlays
Adjusted baseling.......ccvveiesssssisnsrssaensessesassase 1384.7 1441.8 1451.5 14431 1506.4 7227.5
Savings....ceerseceess eeessrarssanass restentssssasesnaeres =23.9 =50.0 =70.9 ~100.4 -121.0 -366.2
Agreed level............... reneosasssas eesesnanes reseesnseee 1360.8 1391.8 1380.6 1342.7 1385.4 6861.3
Tax and Receipt Measureg
Adjusted baseline ........... veesensnssesensassssnaaseross . 214 1194.2  1278.6 1363.0 14411 6398.3
Savings........ emersasens verneesensean cresesesasesesnaases 16.2 26.7 27.0 321 31.8 = 1338
Agreed level......... veeseassnnsensassestensrnssssseresaranes 1137.6 1220.9 1305.6 1395.1 1472.9 6532.1
Revised Economic Assumptions
Adjusted baseline/Agreed 16vel...........cueeeuenee 304 58.4 54.4 35.8 19.3 198.3
Consolidated Deticit .
Adjusted baseline.......... esvenane essessnerasnrssananee . 293.7 306.1 227.3 115.8 84.5 1027.4
Savings......... cessnsanssssesassanannes sesereeesssssene . ~40.1 =76.7 ~97.9 =132.5 -152.8  -500.0
AQread 18VeL.....oceeeesusasssessesnsnsasasasarosess 253.6 229.4 129.4 -16.7 -68.3 527.4
GRH Deficit (excludes deposit insurance and social security) )
Adjusted DaSeliNG...i..eeieemsessencssssssesssosssnes . 243.1 271.7 264.2 241.7 213.6 1234.3
Savings....... ceenses sesasssesansasens veressssasssnssnsore . ~38.1 ~74.5 -95.5 ~130.0 -150.1 ~488.2
Agread 16vel.....c.cucuaisnnse cossarsassrnes eevessasiane . 205.0 197.2 168.7 111.7 63.5 746.1
ADDENDUM (Agreed Levell
Social security operating surpluses - .....ccceeees 48.7 47.3 60.2 74.6 86.8 317.6

L)

T Y ¥ L W 97.3 79.6 21.0 ~53.6 -44.8 99.5




30-Sep~90

09:50 AM
TABLE 1l.A.—DISCRETIONARY PROGRAMS
(in billions of dollars)
1001 -1992 1993 1994 1993 1991-1995
BA Q BA Q BA [¢) BA Q BA Q BA Q
Defense: - .
Baseling 1/..c.cccceccenssoneennes 313.6 306.2| 326.0 316.9| 338.3 326.1
SAVINGS..eeceisarasiccsonsnee =25.1 -9.8| -35.1 =22.6| -47.2 =348
Agreed level 2/............c.... 288.5 206.4 | 290.9 294.3| 291.1 2913
International: '
Adjusted baseline 3/.......... 20.1 18.6 20.5 19.1 21.4 19.6
SaviNgs.....ccoceteeiancnnanses = = = = = =
Agreed lavel.......ccooveinnnnene 20.1° 18.6| 205 19.1 21.4 19.6
Domestic:
Adjusted baseline 3/.......... 182.7 198.1 | 191.3 210.1] 1983 221.7
Savings.....cccceeeesenseseenas fomd = fndnd — = -
Agreed level........cccceereeenns 182.7 198.1 | 191.3 210.1 | 1983 221.7
TOTAL DISCRETIONARY:
Adjusted bassline............. 516.4 522.9| 537.8 546.1| 558.0 567.4| §70.1 688.0| 588.0 602.8 2770.3 2827.2
SAVINGS...cveeeerercersssosssns -251 -9.8| -35.1 -226| 472 -34.8| =586 -53.2} -69.6 -620 —235. -182.4
Agreed level............coeueee. 491.3 513.1| 5027 523.5| 510.8 5326 511.5 534.8| 5184 540.8 2534.7 2644.8

1/ The adjustments for revised economics for defense accounts will be made in March, 1991.

2/ Agreed Level:
Defense discretionary....... 288.5 296.4 2909 2943 291.1 2913
Defense mandatory.......... 0.6 0.6 0.7 0.7 0.7 9.7
Total defense......c.cueereennes 289.1 297.0 291.6 2950 291.8 2920

3/ Adjustments for anomalies to the GRH baseline include subsidized housing contract renewels and revised scoring of certain lease
purchase contracts.
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1I1.C. TAX AND RECEIPT TABLES PRELIMINARY
' 30-Sep-90

- BUDGET SUMMIT AGREEMENT -

Fiscal Yoars 1991-1985

[Billions of Dollars]
. Hem | Efoctive 1901 1992 1993 1994 1995 199169
A. Budget Outiays :
State and local Social Security offset:
a. Social Security package [target] - 0.5 03 0.4 04 .04 2.0
b. Medicare package [target] _, - 0.5 0.4 0.4 04 04 -20
B. Revenue-Losing Provisions )
1. Enterprise zones [target] 1191 - 0.1 02 03 04 1.0
2. Energy incentives [target] 1119 04 -0.6 0.9 -1.0 -1.1 4.0
3. Extend certain expiring provisions through 12/31/91:
a. R&E credit (1) - 0.6 0.4 -0.1 -0.1 2 12
b. Low-income housing crediL. - 0.2 03 0.4 -0.4 04 1.7
4. Additional growth incentives for certain small businesses:
| a. Minimum basis 101191 02 -0.1 -0.2 -03 -03 -0.7
i b. Research and development credit of 30% (1 YOar)....cceuesvennaee 1mMm 0.1 0.2 0.1 {2) (2) 04
c. Deduction for stock purchases (25%) (3 119 04 -1.0 -1.4 -1.9 2.6 73
d. Indexing of common stock (4) 1192 (2) (2 0.1 -0.1 0.2 04
e. 2-year expansion of expensing 1/1/91 -2.8 -34 0.7 241 15 -19
f. Additional expensing for SCIONAC OQUIPMONT...ccceurercecamsacnensene 1NN 0.5 -0.6 0.1 04 03 03
g.- Reduce corporate phaseout rate from 5% 10 2-1/2%.ccceevemeeee 1191 -0.1 0.1 0.1 0.1 -0.1 -0.5
h. Additional growth incentives subject to mutual
agreement [target] . - (2 -0.1 0.1 02 02 -0.6
5. Increase EITC (5) [targetl] - 1mm -0.1 -1.1 1.2 -1.3 -1.3 -5.0
Subtotals, Revenue-Losing Provisions... ' S50 ' -80 4.0 32 4.8 -25.0

17




Page 2

Hem Effective 1991 1992 1993 1994 1995 199195
C. Revenue-Ralsing Provisions
1. Energy taxes:
a. Motor fuels tax (5 cents; 10 cents after 7/1/31)........ccccevcecueeee 12/190 54 10.1 9.8 99 9.9 45.0
b. 2-cent petroleum tax, R | | E———— 1101 14 24 25 27 29 118
2. Increase tobacco taxes by 4 cents per pack in 1991 and
by 4 cents per pack in 1983 1191 - 0.6 08 1.5 15 15 59
3. Beer, wing, and distilled SIS tAXES...........couemereecccrsinenenenaaces 1191 1.5 21 2.1 21 22 10.0
4. 10% Juxury 8XCis0 tAX (7)...ccceeisunsuernrssnasussnsssnssnsansnenssasessennians 1191 02 03 04 0.5 0.5 1.9
5. Ozone-depleting chemical 8xCise taX............cceeveues 1191 0.1 0.1 0.1 0.1 0.1 0.5
6. Loss deductions and salvage values for insurance
COMPANIBS. ...cucnremrressrssssssasssssssssssasmasassssssssssssasstsssasasasscassass 1/1/90 03 02 02 02 02 141
7. Adopt foreign compliance provisions including certain
provisions from H.R. 4308 and S. 2410..........cccuemmmmsmcuseuscncncnns 3/20/90 (8) (8) 0.1 0.1 0.1 03
8. Amortize insurance policy deterred acquisition O
PR -2 J (01107 M————EEEEUREE 9/30/30 15 1.7 1.7 1.6 15 8.0
9. Leaking underground storage tank (LUST) trust fund
(L3711 - 10/1/90 0.1 0.1 0.1 0.1 0.1 0.6
10. Increase Airport Trust Fund aviation excise taxes
R0 ] ) Jm—————EEUEEE (10) 11M™ 13 23 25 27 3.0 118
11. Increase harbor MaNenANCe tax (9).....ecceeeeerssemsusensassnemeniasuences (1) 1M 03 03 04 04 04 18
12. IRS enforcement iNIIALIVES [LANGOL]........cccwurueurmserutermcusarassssnecscacs (11) - 3.0 1.8 1.8 1.5 12 94
13. Retiree health with reversion excise increase [target]................. 1191 05 02 02 0.1 0.1 1.0
14. State and local HI (12) [target])........cccceeremmemsimssesinsmcsarminsssssnencece 11/92 - 0.7 14 1.6 1.6 52
15. Corporate interest deduction partial disallowance [target]........... 11/91 14 0.7 0.6 04 0.6 39
16. Certain corporate and partnership provisions [target].....ccceeneeees - 02 03 04 0.5 0.6 20
17. Limitation on itemized deductions (13) [target] 1191 0.5 41 4.0 45 49 18.0
18. Increase Hl wage cap 1o $73,000 [target] 1191 09 28 29 3.1 33 13.0

i8




Page 3

ftem : Etfective 1991 1992 1993 1994 1995 199185

19. State and local social security (OASDI) ' (14) - 20 22 24 25 27 17

20. Payroll tax deposit stabilization. - 1.0 22 3.2 - — —
Subtotals, Revenue-Ralsing Provisions.... ' 22 354 318 36.1 374 1629

Net Deficit Reduction 62 267 270 321 318 1338

Joint Commitiee on Taxation

NOTES: Details may not add to totals due to rounding.
Interaction between or among items has not been taken into account for the purpose of this table.

(1) Base limitation is retained at current level of 50%.

(2) Loss of less than $50 million.

(3) For small business equity deduction, preference included in minimum tax, recapture deduction as ordinary income, and 25% on annual
deduction per taxpayer of $50,000.

(4) For stock of small business corporations purchased after date of Summit agreement, allow indexing of basis for inflation occurring after
12/31/90, soid after 12/31/91, and held for at least one year.

(5) Amount does not correspond to that used in the accompanying distributional analysis.

(6) Each State to receive Highway account apportionments and allocations equal to at least 95% of its contribution attributable to increased revenue.

(7) Tax applies to specific newly-manufactured items with retail prices above the following thresholds: automobiles—$30,000; private boats
and yachts—$100,000; jewelry—$5,000; and furs—$5,000. Tax is 10% of purchase price in excess of threshoids.

(8) Gain of less than $50 million. ,

(9) Estimate is net of income tax offset.

(10) This estimate is presented relative to the CBO baseline which assumes extension of the Airport and Airway Trust Fund (AATF) taxes with
the trigger in effect. The estimate reflects the effects both of removing the trigger and of increasing the rates of certain ot the AATF taxes
as proposed in the President's budget. Increased revenue to be dedicated to deficit reduction.

(11) Estimate to be provided by the Congressional Budget Otfice (CBO).

(12) Rate = 0.8% in 1992, 1.35% in 1993, 1.45% in 1994 and therealter. :

(13) Disallow itemized deductions in an amount equal to 3% of AGI in excess of $100,000 for single returns, $100,000 for joint returns, and
$100,000 for head ot household retums. Proposal does not apply to medical expenses of investment interest. Disallowance under the
proposal cannot exceod 80% of otherwise deductible itemized deductions subject to the proposal.

(14) See related outlay offset in Section A.

i9




IV.._AGREEHENT CONCERNING ENACTMENT

DING : MING & PR R_EN
BUDGET SUMMIT AGREEMENT -- 9/30/90

The President and the Bipartisan congressional Leadership (The Speaker of the House,
the Senate Majority Leader, the Senate Republican Leader, the President Pro Tempore of the
Senate, the House Majority Leader, and the House Republican Leader) agree to the following
_undertakings. These represent commitments to good faith efforts; they do not purport to

amend or suspend rules of the House or Senate; nor do they in any way affect
constitutional powers and prerogatives of the parties.

(1) The President and the Bipartisan congressional Leadership agree to engage in a
coordinated bipartisan effort seeking to enact the Budget Summit Agreement by Friday, -

October 19, 1990.

(2) Their coordinated effort shall seek to produce support for the Agreement by a
majority of both Democrats and Republicans in both the House and the Senate.

(3) Joint announcement of the Agreement shall occur on September 30th.

(4) Immediately following joint announcement, a continuing resolution authorizing
appropriations through October 5, and suspending sequester through October 5, shall be
made in order in both houses of Congress —-— With a view toward its prompt enactment.

(5) The Appropriations Ccommittees shall revise their 302(b) allocations to be consistent
with the Budget Summit Agreement as reflected in the budget resolution by October 10.

A1




(6) Prior to the expiration of the continuing resolution on october 5, both houses shall
pass the 1991 budget resolution with detailed reconciliation instructions fully reflecting
the Budget Summit Agreement and no other matters. Such budget resolution shall be voted
upon prior to the expiration of the continuing resolution on October 5. Such budget
resolution shall instruct appropriate Committees to report, with or without a
recommendation, all legislation necessary to implement fully the Budget Summit Agreement

(except appropriations) by October 12.

(7) The President has stated that his intention is that no further continuing resolution

(beyond October 5) shall be signed until a budget resolution with reconciliation
instructions fully reflecting the Budget Sunmit Agreement shall have passed both houses of

congress.

(8) Upon passage of a budget resolution fully reflecting the Budget Summit Agreement, a
second continuing resolution == authorizing appropriations until October 19 and suspending
sequester until october 19 -- shall be voted in both Houses. .

(9) The Budget Summit Agreement shall be fully legislated (except'for appropriations)

through a Reconciliation bill.

(10) Throughout the conference, the reconciliation Conference report shall be reviewed by
the parties to this Agreement to assure its consistency with the Budget Summit Agreenent.
If it is deemed to be inconsistent, remedial efforts shall be made by all parties to
assure consistency. such efforts shall include bi-partisan leadership amendments as

necessary. -

(11) On or before october 19, 1990, a Conference Report on the reconciliation bill that
fully reflects the Budget Summit Agreement shall be voted in both houses of Congress.




(12) The parties to this Agreement shall work together to support all amendments and
provisions consistent with the Budget Summit Agreement and to oppose all amendments and
provisions inconsistent with, or unrelated to, the Budget Summit Agreement.

(13) Conference reports on all appropriations bills consistent with the Budget Summit
Agreement shall be voted in both houses by October 19.

(14) The President has stated that it is his intention that no bill suspending sequester
beyond October 19 shall be signed until the following have occurred: a) a reconciliation
conference report on a bill fully reflecting the Budget Summit Agreement has been passed
by both houses of Congress; and b) a reconciliation bill and all 13 appropriations bills

consistent with the Budget Summit Agreement have been presented to the President.

(15) To the maximum extent possible, all parties shall employ sscorekeeping Guidelines for
FY'91" (included as part of this Agreement). Nonetheless, all scoring issues related to
this agreement shall be determined by OMB for the Executive Branch and by the Budget
committees for the Congress == with the understanding that parties from each branch shall
respect the appropriateness of the other's using its own scoring conventions and scoring
organizations for interpretation of consistency with this Agreement. In no case will
payment timing shifts or other artificial savings measures be deemed acceptable for
deficit reduction scoring unless they have been specifically approved by all parties to
this Agreement.

(16) The parties to this Agreement shall, in their respective areas of jurisdiction,
support waiving points of order that might impede the implementation of this Agreement.

o
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30-Sep-90
06:24 AM

Nominal GNP:
Level ($ bIllioNS)....ccccerisssrcssaassassraes

Percent change, 4th/4th..........c......

Real GNP, percent change,

Unemployment rate..........cccevecsrssenss

Interest rates:
91-day Treasury Dills......cccceuenercees

10-year Treasury Notes........cccreeese

Domestic oil prices ($/bbl).........c.....

TABLE V.A.—ECONOMIC ASSUMPTIONS
(calendar years)

1989 1990 1991 1992 1993

5201 5486 5807 6199 6670
5.4 6.0 6.0 7.3 7.5
1.6 0.7 1.3 3.8 © 4.
3.8 5.2 4.6 3.4 3.2
5.2 5.6 6.1 6.4 5.6
8.1 7.7 7.2 5.7 4.9
8.5 8.7 8.3 71 6.1

17.88 21.15 24.15 21.10 21.79

44

7141
6.8

3.7

3.0
5.3

4.4
5.6

22.41

7607
6.4

3.5

2.8
5.1

4.2
6.3

23.02




Mandatory Savings 10-
Acheived through Reconciliation 08:34

FY 1991 FY 1992 FY 1993 FY 1994 FY 1995 | 5-yr Total Jur
....... | e i

1 Agriculture............ -1.1 -1.6 -1.6 -1.6 -1.6 | -7.3 Ag
2 TONEAaSS. . .ovvuunereens 0.0 0.0 0.0 0.0 0.0 | -0.2 Int
3 Unspec Veterans........ -0.4 -0.4 -0.4 -0.5 -0.5 | -2.2 VA
4a Medicare............... -3.4 -4.9 -6.1 -7.7 -9.4 | -31.5 W&M/E
4b Gramm beneficiary cuts. -3.1 -4.9 -5.6 -6.4 -7.1 | -27.1 W&M/FE
4c Domenici cuts.......... -0.8 -2.0 -3.0 -3.6 -4.3 | -13.7 W&M/E
5 FHA assign. waivers.... -0.2 -0.2 -0.2 -0.2 -0.2 | -1.0 Bank
* 6 Eliminate CS Lump Sum.. -1.3 -1.8 -1.8 -1.8 -1.8 | -8.5 POSC
7 Other POCS/Gov Affairs. -0.9 -1.0 -1.0 -2.0 -2.0 | -6.8 POSC
* B8a Fed COLA freeze/CPI-1.. -1.6 -2.8 -3.5 -h.2 -5.0 | -17.1 many
8b Mil retirement under 62 0.0 -0.3 -0.7 -1.2 -1.6 | -3.9 AS
9 Unspec E&C/Finance..... -0.2 -0.5 -0.6 -0.6 -0.7 | -2.6 E&C
10 OSHA/MSHA fees......... -0.1 =0, 2 -0.3 -0.3 -0.4 | -1.3 E&L
11 PBGC.......... 2 s e -0.1 -0.1 -0.1 -0.1 -0.1 | -0.3 waM
12 Other FHA reforms...... -0.5 -0.6 -0.4 -0.4 -0.3 | -2.1 Bank
13 Flood/Crime Ins........ 0.0 -0.3 -0.2 -0.2 -0.1 | -0.8 Bank
14 GSL reforms............ 0.0 0.0 -0.1 -0.1 -0.1 | -0.4 E&L
15 Soc Sec overpayments... 0.0 -0.1 -0.1 0.0 0.0 | -0.2 WM
16 Rail pensions.......... -0.1 -0.1 -0.2 -0.2 -0.3 | -1.0 W&M
17 Customs fees (replace). -0.6 -0.6 -0.6 -0.6 -0.6 | -3.0 W&M
18 NRG. i sssimunms smmmes s -0.3 -0.3 -0.3 -0.3 -0.4 | -1.7 E&C/1
19 SEC. ... -0.1 0.0 0.0 0.0 0.0 | -0.1 E&C
20 VA fees (unspec)....... -0.1 ~0% 1 -0.1 -0.1 -0.1 | -0.7 VA
21 Patent & Trademark..... -0.1 -0.1 -0.1 -0.1 -0.1 | -0.5 Judic
22 Coast Guard............ -0.2 =02 -0.2 -0.2 -0.2 | -1.1 MM&F
* 23 APHIS.................. -0.1 -0.1 -0.1 -0.1 0.1 | -0.4 Ag
___________________________________ | ---e---
TOTAL: csms s vmawms v s -15.3 -23.1 -27.3 -32.5 -37.2 | -135.4

May not add due to rounding.

* In President's Budget




¢ CWILLIAM V. ROTH, Jr. S : . o e e T COMMITTEES:

¥ DELAWARE < _ ' R s . GOVERNMENTAL AFFAIRS

FINANCE

104 HART SewaTe OFFcE BuioiG , - : BANKING, HOUSING AND URBAN AFFAIRS

TELEPHONE: 202-224-2441

Rnited States Senate
’ WASHINGTON, DC 20510
: September 26, 1990 -

' Dear Colleague:

As the October 1 Gramm-Rudman-Hollings sequester deadline is imminent, I
am writing to present to you an alternative to other plans currently under
discussion. This five year $400 billion package meets the need for real deficit
reduction while providing a better environment for continued economic growth. -

This plan is designed to break the gridlock in the budget negotiations while
saving the American people from a tax increase at a time when the economy is

~weakening.. My plan would drop proposed increases in taxes, reduce the. deficitby.

$400 billion over five years, and would institute several pohc1es to stimulate
economic growth, without the proposed cut in the capital gains tax rate. It is
straightforward and easy to understand.” - :

Though the economy has performed well during this longest peacetime
expansion in our history, the pace of growth has slowed lately. Consequently, the
economy is especially vulnerable to the implications of a large tax increase. What
we need is a budget plan that would enhance economic growth, and generate the job
creation, expanded opportunity, and income gains that come with it. This is why I
have put together a complete budget package that provides spending restraint and
deficit reduction.

First, I abandon the budget negotiators proposed tax increases. Warning
signs point to a recession and a tax 1ncrease would throw the nation into a recession
headfirst. »

- Second I lay aside a proposed cut in the capital gains tax.’

Third, I cut the federal deficit by $400 billion over five years, a 51gn1f1cant cut,
but-one-which-will-not-have-damaging-effects onan alr eady weakenad U.5; B
economy. This deficit reduction includes.: defense savings of $6 billion in the first

- year and $176 billion over five years; entitlement savings of $6 billion in the first
year and $56 billion over five years; and non-defense discretionary savings of $12

billion in the first year and $70 billion over five years. In addition, my alternative
would raise $11.5 billion in new user fees and $29 billion in addmonal revenues,
primarily through a rollover provision in the expanded IRA.

Fourth, this alternative expands Individual Retirement Accounts to enhance
savings incentives as well as raise federal revenue. In addition, the R&D credit is
made permanent and education incentives are broadened to keep our 1ndustr1es

, competrtlve and our employment base strong.




My plan is balanced and would benefit'the economy, instead of undermiring
it. Deficit reduction would be substantial while incentives would be provided for
savings and innovation, boosting economic growth. I urge you to consider this
alternative package.

Sincer‘eiy, .

Wllhaw)th, Jr.
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SENATOR WILLIAM V. ROTH, JR.

SEPTEMBER 26, 1990 T
OUTLINE i i
ITEM FY 1991 FY 1992 FY 1993 ' FY 1994 FY 1995 1991-1995
REVENUE ITEMS - {
IRA (w/Rollover) $1.50 $3.40 $3.30 $3.30 $3.30 $14.80
Extension of Current Law Tax Provisions $1.85 © $3.04 $2.97 $2.90 $2.81 $13.57
Retiree Health Benefits Rollover $0.20 $0.40 $0.20 $0.00 $0.00 $0.80
SUBTOTAL OF INCREASES $3.55 $6.84 $6.47 - $6.20 $6.11 $29.17
SPENDING CUTS , ,
Defense - $6.00 $17.00 $34.00 $50.00 $69.00 $176.00
Non-Defense Discretionary ($12B off final approp.) $12.00 $13.00 . $14.00 ; $15.00 $16.00 $70.00
Entitlement Changes | . $6.30 $9.11 - $10.54 $13.43 $16.89 $56.27
User Fees : $5.49 $1.45 $1.55 | $1.36 $1.65 $11.50
Net Interest ‘, $1.60 $5.60 $10.50 . $16.00 $23.40 $57.10
SUBTOTAL OF CUTS ‘- $31.39 $46.16 $70.59 $95.79 $126.94 $370.87

i

TOTAL | : $34.94 $53.00 $77.06 {  $101.99 $133.05 $400.04




1. SENATOR WM. V. ROTH, JR. PLAN
1 SEPTEMBER 26, 1990

o | DETAIL OUTLINE E
ITEM . FY 19915‘ FY 1992 FY 1993 FY 1994 FY 1995 1991-1995
REVENUE ITEMS ' ) f{ . o : S
IRA (w/Rollover) $1.§p $3.40 $3.30 $3.30 ~ $3.30 $14.80
Extension of Explting Provisions - . .
a) Permanent Research & Development Credit ($0.50) .  ($0.90) {$1.10) ($1.30) ($1.60) ($5.40)
b) Educational Asslstance Act : ($0.23) ($0.33) ($0.35) ($0.36) {$0.37) ($1.63)
c) Health: Insurance for Self-employed ($0,':'25) ($0.31) ($0.36) ($0.41) ($0.46) ($1.79)
d) Forelgn Allocationof R & D ($0§‘50) {$0.71) {$0.77) ($0.84) ($0.90) ($3.72)
) Mortgage Rev. Bonds & Credit Certificate ($0:01) ($0.05) ($0.14) ($0.24) - ($0.33) ($0.77)
1) Airport & Alrway Trust Fund Taxes ‘ ' 50388 $1.56 $1.67 . $1.81 $1.99 §$7.91
g) IRS User Fees . 30;.06 $0.06 $0.06 $0.06 - $0.06 - $0.30
h) Admin. Expense Limits of Private Foundations $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 .
i) Tax on Deep Seabed Hard Minerals $q?.00 - $0.00 $0.00 $0.00 . $0.00 : $9.00
j) Telephone Exclse Tax Extension : $1.50 $2.50 $2.70 $2.90 $3.10 $12.70
k) FUTA 0.2% Surtax Extension ) $q.77 . $1.09 $1.12 $1.15 $1.18 $f5;31
I} Extension of Leaking Underground Storage Tax $0.13 $0.13 $0.13 $0.13 $0.14 $0.66
Retiree Health Benelils ) $0:20 $0.40 $0.20 $0.00 $0.00 $0.80
SUBTOTAL OF INCREASES $3.55 $6.84 $6.47 $6.20 $6.11 $20.17
SPENDING CUTS i }
Delense $6.00 $17.00 $34.00 $50.00 $69.00 $176.00
Non-Defense Discretionary ($12 B off final approp.) .~ $12.00 $13.00 $14.00 $15.00 $16.00 $70.00
Agriculture Subsidies i - L
a) Reduce Prica Supports $1.50 $2.10 $2.40 $3,00 $3.50 $12.50
. b) Reduce REA Loan Subsl|dies $0.07 $0.19 $0.33 $0.43 $0.50 $1.62
Medicare { !
_a) Secondary Payer Reform ~$0.31 $1.27 $1.63 $1.98 $2.33 $7.52
b) Part B Premium Floor 25% $0.00 $0.67 CO$LTS .$3.13 $4.81 $10.38
¢) Ruwral Hospilal Capital at 85% $0.17 $0.21 $0.23 $0.25 $0.27 - $1.13
d) Uiban Hospital Capltal at 75% $1.36 $1.72 $i.e8 $2.05 $2.22 $9.23
e) Overvalued Procedures ;0.11 $0.18 $0.21 $0.24 $0.26 ?‘$1.00
1) Durable Medical Equipment go0.1 $0.20 $0.22 $0.25 $0.27 $1.05 |
Medicald ‘ i : |
a) Eliminate Federal Medicare Match §0.61 $0.66. . $0.71 $0.76 $0.61 '[-$3.55 : |
b) Pay Employee Premium if Cost Elfective $0.18 $0.22 $026 .  $031 $0.97 ‘é'$1.94 |
General Government & Postal Sevice ' 1 ' i
a) Federal Relirement Lump Sum $0.96 $0.72 ($0.06) ($0.07) ($0.07) 1$1.48
b) Federal Employea Health Program $0.32 $0.37 $0.38 $0.50 $0.42 '$1.99 . - |
¢) Poslal Service Indirect Subsidy $o0.60 $0.60 $0.60 . $0.60. $0.60 *$3.00 ' |
User Fees b i T
a) Customs $0.81 $0.62 $0.84 $0.86 $0.88 i$4.21 : ‘ . .
b) Nuclear Regulatory Commission . $0.30 $0.32 $0.33 $0.34 $0.96. {$1.65 ) : ' |
c) Naval Petroleum Reserve ) $1.00 ($0.09) ($0.03) ($0.27) ($0.03) . $0,58 |
d) Food & Drug Administration . ‘ $0.18 $0.16 $0.16 $0.17 $0.17 " $0.82
e) Suategic Pelroleun Reserve i$3.00 $0.00 $0.00 $0.00 $0.00 - $3.00
1) Additional User Fees $0.22 $0.24 $0.25 $0.26 $0.27 $1.24
Net Interest $1.60 $5.60 $10.50 $16.00 $23.40 $57.10 L P
” "SUBTOTAL OF CUTS $31.39 __%46.16 $70.59 $95.79 $126.94 $370.87 ‘ &
TOTAL . $34.94 $53.00 $77.06 $101.99 $133.05 3:,400.04 :
. & ‘.

. : —m— 4
(1) Estimates based on CBO, OMB and JCT figures ! : ;
¥ ’,‘
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SELECTED BUDGET PROCESS REFORM & ENFORCEMENT ISSUES

Substantial tentatlve agreement seems to have been reached
respect to the budgetary treatment of:

Coaith SemnesY y W W// y”

Debt limit extension;
"pay-as-you-go"; waﬁﬁﬁf‘>
Five-year reconciliation

The following (seiected) topics remain undecided:.

(1)

(2)

Type of deficit target: "floating" (target = deficit
reduction amount) vs. "fixed" (target = deficit level)
vs. compromise (new system: "fixed" deficit targets
with 2 adjustments for economics, limit on size of o
sequester caused by economics, and buffer for
technicals).

Definition of categories for enforcement: revenues(?)-
entitlements(?)-discretionary vs. defense- :
international- domestlc\glscretlonary vs. compromise |
(latter 3/%6r first & years, dlscretlonary for yearsm
4-5) .,

a

Enforcement mechanism in relation to ¢aps: "enhanced
rescission" vs. "categorical sequester" vs. compromise
(current rescission plus limited automatic sequester
for each of ‘3)discretionargseategories if caps are
exceeded'pﬂgs "look-back" sequester for failure to
implement entitlement reforms and pay-as-you-go).

GSEs: Agreed to mandate studies of financial soundnessé@
and instruct committees to report legislation by

9/15/91. 1Issue: . whether to provide fast-track
procedure for consideration of Administration

proposals. '

Procedures for enactment of Summit Agreement: No
formal offers at Andrews; this has been discussed
primarily by Summit leaders. Needed: details of
mutually agreeable procedure by which to -maximize
chances of enactment of Summit Agreement, while

‘assuring that deviations from the Summit Agreement are

corrected before presentatlon of a complete legislative
package for signature.

Hrrer .






S ' 1991 1991-95

I. Revenue Raisers

A. Extenders o
*- 1. Leaking underground storage - e a

tank (LUST) trust fund
2. Telephone

B. New Revenues B
v/1. 1IRS Reforms (3) @ : " y

= O
* e
O =

0.3
:iz. Airport/Airway increase 1.3 11.8
. State and local HI- modified 0.8 6.0 /////

4., sState and local SS 1.6 (;;:;F> Y
/5. Shippers increase 0.3 . I
~6. Salvage value/insurance- modified 0.3 (949’ NAg
7. Pension/retiree health 0.6 2.0
v8. DAC - Insurance reform- modified 2.0 10.0

9. Alcohol- modified , 2.2 14.5

10. Luxury excise taxes - 1.1 -, 9.0

11. Ozone depleting 7 ‘

chemical excise tax 0.1 0.5

12. Indexing of excise taxes G
(other than alcohol, tobacco, . e :

, and ad valorem) 0.5 8.6| ~
13. Petroleum fuels tax 0.8 7.0]-
14. Deny deduction of interest
on corporate income tax
underpayments 4.8 4.5 ///ﬁr
) (Q@a'fl w"'
II. Initiatives for Growth, Low . \%vr
Income and Upper Income Offset /i:;v
A. Low Income L
1. Enterprise Zones , -0.1 -2.0 %pﬂ -
B. Savings/Investment/Growth‘ /ZZ
1. Capital gains (45% exclusion, e
: individuals only - with AMT S/ AN
and recapture) 3.7 . ~21.5 ) -9
2. Family Savings Account (FSA) -0.2 Mf-5,0~ -
3. Energy security _ \ 1ﬂwf/////
(President’s Budget) -0.3 S =2.6 “ 4
C. Upper Income Offset 0
Limit sState and local
income tax deduction : 2.4 32.6
ITI. User Fees (5 year) 5.6 . 30.6

29.2 138.1
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Q. Good morning, Mr. Speaker. Beautiful day.
The Speaker. Isn't it a beautiful fall day?
Q. Where do we go from here?

The Speaker. We're gcoing to have a meeting of the
- o =]

congressional leadership today with the members of the

1

ry
[

esident's administration, and we're going to discuss where we
o

go from here.

ct
O
h
He
fa
o}
m

We have to continue, in my view, wayv to reach an

agreement. But, so far, it has eluded us.

The poroblem, as I think you know, centers arounc the

& 2

apital gains

insistance of the administratien to reduce. the

tax, and in the midst of a budget strategy we are concerned

that that would create a serious breach of fairness by not

highest income group, to make any contribution to the deficit

c—mad

reducticn. In fact, thev'll see the benefit while others are

=]

e . - - . v———\
There are some other disagreements, but that's the central

being zsked to share the burden. e

Q. Sir, are the trips to Andrews Air Force Base a thing
of the past?

The Speaker. I think so, probably. But that's up to
Mr. Geohardt, and I don't want to speak for him, but I think

Aea o

Andrews Air Force Base has probably served whatever usefulness

it had.
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The Andrews Air Force Base pr:obably served whatever
usefulness it had. We thank all the persoﬁnei at Andrews Air
T-'orce Base for hosting these taiks. Wish that it could&have
been more productive, but they were certainly well staffed and
supported By the Air.Force and by the‘other personnel.

Q. Howvaerioﬁs is this!impasse?. Totai gr1dlocker7

The Speaker. Yo, it's not totallv orldlocked There's
been-some movement on some of the other issues, but this one 'is
urrently the central problem.

Q. And where and when will vou meer?

O0Cess or

'y
H

The Speaker. Hefre Not sure vet. We're in tﬁe
arranging the meeting. The meeting will be. sometime today.

Q. Will it be bipartisan?

"The Speaker. Oh, ves. Mr. Gephardc, Mr. Dole,
Mr. Mitcheli, Mr. Michel and myself,

Q. 'Is there going to be any representative of the
.adminiscration? |

The Speaker. - White House, yes,'I assume will Ee at the
meeting. I can't speak for them, but I assume we'll be meeting
with someone like Secretary érady, Mr. Darman; Mr. Sﬁnunﬁ.

Q. Mr. Speaker, is it going to take direct bargaining

between congre531ona1 leaders and PreSlqEEELﬁush_tO clear a way

;

CO0 an agreement at chls point?

The Speaker. Perhaps, but I don't want to predict the

outcome. We really have a serious problem; there's no question
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about it, and we'll try to resolve it. We're determined to
trv to get an agreement.

Q. The Republicans are sa;ing, Mr. Speaker, that they are
willing to go a long way, one of any dozens of different ways,
to make sure that the capital gains proposal is offset in a way
that retains the:progressivigy in the tax code. They also say

that it's Democratic demands for new spending that is of

greater difference than between the capital gainms.

The Speaker. Well, we don't agree on that. Theyv've

oZffered a number of inadequate and reallv, sometimes, almost

irrelevant proposals to theoretically offset the beneriits_ to

the highest income group of capital gains, but they have not

e

——

been forthcoming on that issue in my opinion.

I don't want to get into a blame game situation. We're

o

to work out a verv important agreement, and we have
differences, and thev're real, and I don't want to try to hide
them from you, but I think it's probably not particularly
useful to get involved in charges and countercharges.

Q. Mr. Speaker, will Mr. Gephardt be one of the leaders
participating in this meeting? Mr. Gephardt; will he be one
of the leaders?

The Speaker. Of course. He's the majority leader of the
House of Representatives, a distinguished office.

Q. Mr. Speaker, what about the new spending that the

Democrats are insisting on in a time of great fiscal crisis?
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from my point of view we would have an agreement, and I suppose

i~

Is that not something that ought to be discussed?

The Speaker. I don't think we would have troubie

-

resolving these other issues if we could get by the sroblem of

capital gains and the unfairness of their insiscance on thac. k
Q. One more question, sir. Both sides seem =0 be oF rhd™

mind chat you can save about--over $9 billion <rom imcveased
enforcement at the Internal Revenue Service. T=:g s2ems tTo be
something that crops up every vear.

The Speaker. 1I'm not going to get involvecd i= Ciscussions

oI parziculars.

Q. Mr. Speaker, has the summit serwved i-s TurTcsa? is

che full summic over? Are vou basically going zo work in a

The Speaker. ©No, no, the summit recains <-s Jursose as a
negotiacting group for resolving these differences.
Q. When will it meet again?

The Speaker. At the call of the chairman. !'r. Zsphardc.

Q. When vou went to Andrews Air Force Base, i- was

1

accompanied by declarations of bipartisanship zll over the
place. In rerrospect do vou feel there was enougnh bioartisan-

ship out there?

The Speaker. Well, I mean, vou know, again get=zing into
1

things that verge on trying to assess blame, and I don't really |

want to do that. You could say, if we had more biparzisanship,
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the other side would say the same thing.

But we are still determined to try and reach an agreement.

Q. Mr. Speaker, what abou; the increasing talk of using
a CR or a military sub to postpone Gramm-Rudman to give you
guys more breathing room? Are you guys going to do that?

The Speaker. We haven't had any decision on how to
proceed without an agreement. We're still determined to try to
reach an agreement.

Q. Mr. Speaker, it has been stated many tizes zhat the

ins tax would onl: help the rich. Yow den': vour

0
f

g
._l
Al
f
._J

aa
o))
}.J
)

The Speaker. Overwhelmingly help the rich It doesn't
exclusivelv have that impact.
Q. 3But there's manv middle income ceople that Iz would

The Speaker. A little bit.
Q. Well, I have a house I'd like to sell--15 percent,

rather chan take 33, one-third of the preofit. I would like

The Speaker. Well, you;re—-l want -0 tread delicately on
vour age, Jessie--but you and I are both over 55, and there are
special capital gains provisions for residents over 55.

Q. Mr. Speaker, do you plan to finish the defense bill

todav--authorization bill today or tomorrow? Is that still on

the schedule?

o~
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The Speaker. Yes, we're going to do /the textile bill

today, and return to defense and see how far we can get. We'll

meet tomorrow at noon, at which time the House will recess for

the Rosh Hashanazh high holiday.

Q. Mr. Speaker, if the meeting with .the leadership

officials who we were told would be there, if that reaches to

the same essential impasse over capital gains as the larger-

summit group did, what do you see occurring?

The Speaker. I suppose we'll have to continue to think

‘about how TO resolve an obvious problem. I mean I den't--the

a
7

cuestion sort of--1is: What happens 1f we ¢an't agree’

I think we're still striving to find a means of agreement.

There is no good alternative, as far as I'm concerned, to

having aﬁ égree;en:. Everything else is awkward an@ldifficult
Irom everyone}s standpoint, éo we're going to push on to try
and feéch'an agreement.

Q. Dovyou feel thar the de isioh must be :adé within
this leadership grcup abou;,whether to go with--

The Spéaker. "I think the leadership group is meeting in
brder to find a way‘of.facilitating;a broader agreement.

Q. Is there anvy way“of‘separafing out the capital gains
from the packége and having it juﬁt_aliowing a vote on the.
House and»Sénaté»fldor andi;aking it out of the budget process?
The Speaker.  Well, we haven't discussed a vote on the

House floor yet. Still tfying to reach an agreement. All of
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these things are proposals. They're alternatives to agreements,
and we're trying to find a way to get an agreement.

Q. Mr. Speaker, last week’you were so ootimistic. Others
were optimistic. You talked about an agreement surely by the
end of the week.

The Speaker. I didn't say surely.

Q. Well, not surely. But what happened?

The Speaker. This is a difficult process. It involves
the largest single effort at deficit reduction in che history
of the countrv. It involves many, many times what we have ever
attempted before, and there are differences.

There's no use cdenying it. There are difZerences in
actitude and approach when we're trying to determine, not only
how we reach the deficit targets, reduction targets, but what
we see in the way of the sharing of burdens by the American
people in order to come to that conclusion.

Q. 1If vou were somehow able to resolve capital gains and

all the other major issues, would the summit be resolved?

The Speaker. I really believe we could resolve the issues
if we could get over this one problem.
; . -
Q. Can capital gains not be in the package?
~—— ]

The Speaker. I do not think it is possible to defend--to
justify a reduction in capital gains standing alone without
any burden or portion of share in that responsibility for

lowering this deficit falling on the highest income groups in
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this country. I mean of all the people who ought to make some
contribution, the richest and most economically comIiortable
among us should be there in the foreground. The adminiscratio

wants to hand them a major tax reduction and at the same time

have no effective offsetting contribuction from them in the

deficit reduction effort, and that, I think, is unjusctifiable.
They say that, vou know, their argument is chat :this will
stimulate the economv, and apparently they don': feel that the

issues of fairness or proportionate burcden sharing are

or at least not as important as we CJ, DuUI we're

asking the American people to come forward and take reductions
in spending and increases in other burdens in order o reduce
the deficit, and we think it's important that everwv income

roup, particularly those most able to bear the costc,

articipate in that efforc.

e

(Whereupon, the press conference was adjourned at

10:01 a.m.)
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Sep 16 90 6:59pm
PANETTA AGENDA FOR ENFORCEMENT -

1. Social Security cash Ofi-GRH
- Off-GRH in 1981,
- Firewall issues (unresolved).
2. Debt Limit
- - length of extension (unresolved).
3. Credit Reform
- implementation date FY 1992 (hold harmless for subeequent 3 years).
- transition rules/interim enforcement (unresolved)

4. Budget Concepts COmmissien (Republicans agreed to drop)

5. Pay-as-ydu-go (entitlements & revenues)

- Dems want to extend to discretionary (unresolved)

VAL s A AW AR A L R

6. GSEs (agreed to in principal -- staf? negotiating details)

% 7. RTC
& - on-budget (agreement)
- GRH treatment (unresolved; Senate Dems object)
- Additional funding requirements (unresolved)
8. Egypt

- baseline will be adjusted to provnde additional BA and outlays for Egypt debt
forgiveness as necessary.

9. Points of Order

- extend to out-years (unresolved: Dems want 1 and 5 years; Reps want
each year)

apply to budget resolutions that do not meet caps (agreement -- though
need to make binding on 302(b) allocations)




10.

11.

Reconcilation
- Mandate 5 year reconciliation (agreement)
- Strenthen Byrd rule in Senate (unresolved: awaiting Byrd proposals)

- Extend Byrd rule to the House (unresolved).

Sequester and GRH
- Fixed deficit térgets versus floating baseline (unresolved)

o] Set targets in agreement. One-time adjustment to targets in 6 or 7
months. .

- Substitute a categorical sequester (unresolved)

- Lookback sequester (unresolved)

- Scorekeeping (largely resolved)

Other Items in Republican Offer

0

0

Enhanced rescission if caps are violated
5 year budget resolution

Joint budget resolution

" Presidential Byrd rule (enhanced rescission to eliminate extraneous items)

Other contingent liability reforms (in addition to GSEs)

Sunset of revenues

‘3/5ths' point of order against legislation to modify sequester unless fully offset

Individual enroliment of CRs

Extension of 302 point of order to outlays in the House and repeal of Fazio rule
(exception to 311 point of order in the House if a subcommittee meets its
allocation) '

Enforcement against supplementals (reserve for dire emergencies; automatic
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sequester for exceeding 302(b) levels)

Requirement that budget be compared to last year’s levels
Supplemental budget presentation (Title V of Rep. offer)
Agency audits and financial management (Title VI of Rep. offer)

Defense bu_dgét reforms (Title VII)

Identical 302(b) allocations in the Houses
Prohibition of consideration of legislation not provided for in the budgét resolution
Second Seques‘ter_

- Enforcement of funding shortfalls




" REPUBLICAN OPTION FOR GRH EXTENSION AND ENFORCEMENT OF GAPS

General Description

0

The five year agreement would be enforced through budget resolutions, caps,
and sequester. Fixed GRH deficit targets would be extended until GRH deficit is
balanced.

GRH would be modified in several ways to reduce burden on appropriated
programs.

The agreement would establish five year caps on defense, lnternatlonal affairs,

and domestic discretionary spending.

“60 vote points of order would apply to budget resolutions or appropnatlon bills
ﬂ.that exceeded these caps

'Curreﬁn‘t' GRH Seq )uwester B

(0]

0

If fully implemented, the agreement would cancel the FY 1991 sequester order.

‘The agreement would retain fixed statutory deficit targets and the current

sequester process until the GRH deficit was balanced.

The 1991-95 GRH targets would be modified in the agreement to reflect new
economic and technical prolectlons In March 1991, GRH targets would be

revised to reflect new economic projections.

For FY 1883 and subsequent years, if the sequester was due solely to
economic changes, it would be limited to $30 to $40 bllhon

The agreement would broaden the GRH sequester base for FY 1992 onward.

Lookback Categorical Sequester

o)

To enforce the agreed upon categories and targets, a categdrical lookback
sequester would be added to GRH.

The sequester would be based on the actual amount of spending added to the
baseline in the prevnous year due to solely policy changes. The sequester
would be by major category (defense, international affairs, domestlc
discretionary, and mandatory & entitiements).

The lookback sequester would be in addition to the current sequester.



NOTE: This represents only a portion of the Republican offer on enforcement
and does not represent a concession on the other components of the
Republican enforcement package.




Summit Categories
Non-defense

Discretionary

FY 1991
Cap

REPUBLICAN ENFORCEMENT PACKAGE

FY 1992
Cap. Lookback
sequester for 1991
policy overages

.. FY1993-

‘Cap. Lookback:
sequester for 1992
policy overages

L

CEY 1994 - 7.
Cap. Lookback" -
sequester for 1993
policy overages

FY 1995
Cap. Lookback
sequester for 1994
policy overages

‘|Defense

Cap

Cap. Lookback
sequester for 1991
policy overages

Céb. Lookback
sequester for 1992
policy overages .

Cap. Lookback
sequester for 1993
policy overages

Cap. Lookback
sequester for 1994
policy overages

International
Affairs

Cap

Cap. Lookback
sequester for 1991
policy overages

Cab._ . Lookback
sequester for 1992
policy overages’

Cap. Lookback . .
sequester for 1993
policy overages

Cap. Lookback
sequester for 1994
policy overages

Entitlements &
Mandatories

Economics

Adjust

Lookback
sequester for 1991
policy overages .

Lookback
“sequester for 1992.
! policy overages :::

Limit sequester to

Lookback sequester
for 1993 policy - .

‘overages -

Limit sequester to

Lookback sequester
for 1994 policy
overages

Limit sequester to

for $30-$40 billion - $30-$40 billion - .. $30-$40 billion
economics S o L ‘ o
Revise economics 6 or 7 months after agreement and adjust GRH targets.
GRH targets .
(illustrative) 167 141 104 70 27......
Overall Cancel o . .
Sequester if Retain current sequester to meet fixed deficit targets with a $10 billion buffer.
Agreement ' g .
fully ) e
implemented :

Other enforcement

Enhanced rescission if caps exceeded, Supplemental enforcement, Byrd rule expansion, etc.

SS——



PROTECTIONS FOR DISCRETIONARY SPENDING
o Cancellation of FY 1991 sequester order.

Enforcement

o] Categorical lookback sequester.

.o ‘ Expansron of GRH sequester base to reduce exposure of appropnated
- /programs. - N
0 'Pay-as-you -go for entitlements.
-0 Extension of Budget Act points of order to the out-years.

o Strengthening"‘of the Byrd rule in the Senate.

o ,Requrre reconcrlratlon to cover 5 years

o] '.Credlt and contlngent hablhty reforms

, _,«.;:Basellne

o ""_Rewsmn of economlc assumptlons

-

:- Update assumptrons for the Summit Agreement.
- Update assumptrons in6or 7 months and adjust GRH def crt targets.

o} Limit size of sequester to $30 or $40 bllllon if caused by economlcs.
o] Hold baseline harmless for Egyptian debt forgiveness.

o] Hold harmless for credit reform for three years.
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Posaible Package (September 26) % & \\’1'\ ¢ ¥\ ‘\

e
.......-'—-

(1991 Ywcose Luvels)

8 3L PV w4 Wb 9k A # 4G

oy w

pigtribetion of Current: Dist:ihut:.on of Curre=at

48 ot Ar

Change in
Pedsral Texes (1)

Total Fedaral Taxos as
a Percent of Incous

Padaral ZTaxozs {3} ;Pedezal Taxes + Change

8% ¥y 33 B0 A0 4u e w2 ¢

H S H 3 H . Under : Cuxrsat
Family Zconoaic ¢ Percent : t Percaant = t Percent current i Lav +
Income Clags (2} Asount t of Total ©: Awsunt : of Total : Axount ¢ of Total JTayw : Changa

{$u00) H 1$e} H (%) ] {8} H (t) 3 {$8) s (%) %) H {%)

Loss g.1 8.4 2.3 0.3 2.4 9.2 (T} (43

o0 - 16 1.5 5.7 7.5 9.7 2.0 8.8 3.3 10.6

i0 - 20 2.4 9.3 33.% 3.2 3s5.5 3.3 12.3 £3.2

26 - 30 2.2 9.4 55.5 5.4 $7.5 5.5 15.4 16.1

30 ~ 5¢ 4.3 15.4 151.7 14.7 155.% 4.7 iB.8§ 1¢.1

50 - 7S 4.5 17.4 203.5 1%.7 208.8 19.86 20,1 20.%

7% - 100 3.5 13.3 171.9 16.6 125.3 . 16.5 .4 21.8

100 - 299 3.3 12.8 218.5 2L.1 221.9 6.9 23.6 23.3

200 & over 4.0 15.4 199.1 186.4 i39.1 13.3 23.6 24.3

Total 2%.0 1e8.0 £.034.0 160.0 1,960. ¢ :00.0 20.4 20.9

LI TICT)

"% ¥

oMo ey e

Departmant of the Yresazury

(1}

(2}

(3}

(4}

Cffice of ¥ax Bmalysis

This tabls reflects the totol estimated change im tax liability dune to the tax measures in the

Saptember 26, 1980

poseible package of September 26. The increase im the cigarette sxcise and the extansion of HI to slil

S&l govermmsnt worboere sve shoun fully phased in. Indexing of capital gains iz ghown fully phased imn,

taking acccunt ¢f taxes pald on induced reslizstions. Ouly the increzse in the airport and airways excisss

-1z shown. Kil ozcine taxes ars befors iacome tax aoffeets.

Zamily Economic Income {[FEI) is & broad-based lacoms coacept. FEI l.-s conatructed by adding ta AGX
unreported and wsderceported incoms; IRA and Kcogh deductions; nontaxable trsnsfer payments, such as

Social Security aad AFDC: euployer-providsed fringe benefits; imside build-up on pensiona, IRAs, Keoghs,
snd life imsurance; tax—exempt interest; amnd imputed rent cn awmer~occupied bousing. Capital gains are

cosputed on an sccrual busis, adjusted for imflation to the sxtent reliable dats allow. Iaflationary
lozses of lenders are subtracted and guiuns of borrowers are sdded. There is also an adjustment for
accelerated depreciation of moncorporate businesses. FEI is shown on a fawily, rather than onm a
taz-return basis. Yhe economic iucomes of sll nembers of a fawily unit are added to arrive st the
family’s economic income used in the distributions.

The tazes included are individwal and corporate income, payroll {Social Security =nd unamployment),
and excises. Estate and gift tazes mnd customs duties aze oxcluded. The individual income tax is
assumed to be borne by payors, the corporate income tax by capital income ganerally, payroll taxes
{omployer and employse shares) by labor (u:ges and self-smploynent income), and excises on purchssas
by individuals by the purchaser, whils excises on purchases by business in propertion to total
consuaption expenditures.

Included is totsl but nat computed saparately.

32 435

£0:8T B6.

gse'd




_ Dorcal o Scyumer.




9/19 12:00 p.m.

ENTITLEMENT OPTIONS

($ billions)

DEMOCRATIC
OFFER 977 OFFER 9/10 OFFER 9/17
1991 1991-95 1991 1991-95 1991 1991-95
Agriculture/price supports.......... =12 7.2 -1.1 -10.3 -1.3 -11.3
Crop iNSUrancCe.........cceeesseseeesnsensas -0.4 -4.9 --- -0.5
Medicare:
PIOIOIED. it iiamsisisini -5.3 -39.7 -3.4 -31.5 -3.1 -30.0
Beneficiary cost-sharing:
Income-related premium......... -5.0 -41.0 --- --- --- ---
Deductible/premium/
(oo 2 1T p T o O— -2.1 -30.9 -3.9 -40.8 -1.5 -22.0

Subtotal Medicare...........cccce..... -12.4 -111.6 -7.3 -72.3 -4.6 -52.0
Civil Service:

B 7c 17 ) PO —— -1.3 -8.5 -1.3 -8.5 -1.3 -8.5

Postal Service reforms............. -0.7 -4.4 --- --- --- = =

FEHB....ceeceeeenreeeenemesneesessaeeeaees -0.3 -0.9

6 1" | -0.9 -6.8 -0.9 -6.8 ,
COLA: /

o 1] T——— -0.7 T's -0.7 -9.0 -0.3 -1 5?;

Militany....cccoeeeereerecennee. -0.8 -8.0 -0.9 -12.0 -0.6 -9.24
Medicaid/employee payor/ )

pharmaceutical......c.cccceeeveeeruneenn. -0.3 -2.6 -0.2 -2.6 -0.3 -2.6
Stafford loans (GSLS).......c.cc..... -0.1 -2.9 -0.4 -0.7
Child nutrllon......ccssusugsassssey T— -0.2 -1.3
Unemployment insurance............ --- -4.6 --- --- --- -
Rail pension fund liability......... -0.1 -1.0 -0.1 -1.0 -0.1 -0.4
Secondary payor (curr. law)... --- -5.7 --- --- --- ---
Foster care admin. e s -0.2 -2.9
CSE admin.............cccccccueniauee -0.4 -2.1
Single admin grant for AFDC,

Medicaid, Food Stamps............. -0.3 -3.4 --- --- --- ---
SSI admin fee.....coccevveeeevicecnnnne -0.1 -0.7
Social security overpmts............ --- --- --- -0.2 --- -0.2
FHA assignment waiver............. -0.2 -0.8 -0.2 -1.0 -0.2 -1.0
Other FHA reforms ........ccccoveueeee. -0.5 -2.1 -0.5 -1.3
TONQASS..cceemeererrnnnrseascsesssssnesassasans -0.2 -0.2 -0.2
Veterans.........cocveeeeesnencsnssesens -0.7 -5.0 -0.4 -2.2 -0.4 AE R
Subtotal entitlements................| -20.2 -195.6 -13.6 -128.6 -10.5 -98.4

-
) S
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A
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FY91 FY91-95

Option I. Package of Modest Additions

Note: Most of these represent a compromise between Democratic and Republican offers.

)~ Child Nutrition — 05

(total: 0.0/.5)

The 29¢/meal school lunch subsidy to families above 350% of poverty ( $42,350 for
a family of 4) is reduced to 10¢/meal (effective 1/1/91) in order to increase the
subsidy to families between 130%-185% of poverty by 20¢/meal. This proposal is
dramatically different from the Reagan administration proposal. This is only 38% of
Adminstration's budget proposal.

L Foster Care Admin Grants 0.2 29 -
:YXU/L /

(total: .2/2.9) e
Improve existing broad statutory language that has allowed 2800% cost growth since '80; ) B s

to restrict growth to 2x CPL. Policy included in Senate Labor/HHS Appropriations mark. e

7 ¢ Child Support Enforcement Admin. Grants 0.4 (21) a/*”/f
Py (total: .4/2.1) P . '
D i Reduce federal match from 66% to 50%. With incentive grants and special bonuses, et
Zatls reducing the match to 50% still results in 70% federal share of admin. costs. Federal
government pays substantially more to states than it retains in AFDC offsets. Included
in Senate Labor/HHS Appropriations mark.
X Agriculture 0.0 [15)

(total 1.3/13.8) /
Additional target prices beyond core package -- tied to GATT.
w74 Extend 1985 farm bill by cutting target prices 2% per year and implement 3%
.3 per year "triple base" acre reduction program. [NOTE: alternative combinations
of target prices and base reductions can achieve same savings.]

X Crop Insurance 01 _0 5 s
(total .1/1.0)
This is roughly 10% program savings from reform of the existing subsidy and insurance
program.
Medicare

a) Providers 0.4 &iﬂ

(total: 3.5/35.0)
Reduced substantially from original 5.3/48.5 offer. Assumes secondary payor
extension is included in provider savings.



FY91 FY91-95

b) Beneficiary: -1.0 - 95

%
$150 deductible indexed to CPI; 30% premium; 20% clinical ’ &
lab coinsurance . Ct
(total: 2.5/315) P y

e Part B deductible has been at $50 from '67 to '82; at $75 since '82
and has not been indexed to adjust for inflation.
¢ 20% copayment was in place prior to July '84. This reinstates the prior law provisions.
¢ Premium was originally 50%.
eycmae
Note: Democratic offer assumes a) $125 prgrmisngs, not indexed, b) 20% clinical lab
coinsurance and c) a base premium of 25% for 5 years only ('91-'95) with ad-hoc add
ons of:
CY91 +$1.70 per month (=29%)
CY92 +$5.20 per month (=29%)
CY93 +$4.10 per month (=28%)

CY94 +$3.10 per month (=27%) A (4
CY95 +$.20 per month (=25%) i
\/ Stafford Loans - GSL 0.1 25

g (total: .1/2.9) / P
\{6 + Reform GSL by identifying for disqualification proceedings the worst hlgh
< ©."  default schools (over 25% for three consecutive years), with special provisions to
A help protect good schools with high rates and for Historically Black Colleges; —
< improve guarantee agency oversight and financial strength; protect students and
- reduce program abuses.

ot ™
Unemployment insurance - 4.6\

“/  (total:0.0/46) ' ek
States would delay UI benefits for 1st 2 weeks of unemployment. 41 $tates now have a-
one week delay. ’

Wik 1tas /7 \
Other FHA reforms 0.1 | 21 >
) (total: .4/3.4) \
; ' 9/17 offer included assumed House provisions. This change assumes policy and |
0 P higher savings in Senaté passed S.566.
V% ;v;ﬂ ‘»i‘;(, \a
‘ SUBTOTAL, ADD ONS 2 312




Option II. Subjec

(with [current |thresholds)

a
P

Option III. COLA options

Note: These options have not been offered by either side.

f Social Security benefits to taxation

FY91-95

284

CPI - 1% for non-means tested programs (additive to 9/17 cola offer)

1 year
2 year
3 year
5 year

COLA delay (additive to 9/17 cola offer)

3 months
6 months

-1.9
-19
-1.9
-1.9

-3.1
-6.3

-122
223
-302
-37.8

-13.2
264

Option IV. Medicare income related (administer through social security

checkoff)

Note: Savings in Option IV-C were in both Democratic and Republican offers.

Variable premium assumes 30% base premium; $150 deductible mdexed to CPI;

20% lab copayment)

A) Scaled premium from 30% to 50%.
- 30% begins at $30k/$38k; reaches
50% at $70k/$8%k

B) Scaled premium from 30% to 50%
- 30% begins at $25k/$32k; reaches
50% at $60k/$76k.

0.6

09

60

90



C) Scaled premium from 30% to 75%; -1.7 -179
- 30% begins at $25k/$32k; reaches
75% at $60k/$76k.

Note; CBO has not completed scoring. Preliminary indications are that CBO scoring will be lower.

Option V. Medicare income related: Administered through 1099s.
(Applies to amount above 30% premium)

A. - Assumes $25k/$32k social security thresholds m m
in which both Social Security payments and

Medicare insurance value are included to
determine the $25/%$32 thresholds.

B. - Assumes $25k/$32k social security thresholds 072 70?
in which only Social Security payments are .
included to determine the $25/$32 thresholds.

Note: Preliminary scoring for B. JCT/Treasury estimates are expected to be somewhat higher.




Medicare income related:
Administered through 1099s.

(Applies to amount above 30% premium)

FY91 FY91-95

A. - Assumes $25k/$32k social security thresholds JCT -0.5 9.7
in which both Social Security payments and - Treasury 04 -10.6
Medicare insurance value are included to
determine the amount above the $25/$32 thresholds.

B. - Assumes $25k/$32k social security thresholds JCT -04 94
in which only Social Security payments are Treasury -03 -10.3
included to determine the $25/%$32 thresholds.

C. - Assumes $25k/$32k social security thresholds JCT --- ---
in which only Social Security payments are Treasury -0.3 -10.0
included to determine the $25/$32 thresholds:
with phase in to avoid notch (only Treasury scored).




17-Sep-30 8:54pm
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PRELIMINARY
17-Sep-90
{D=#30 5 128}
- BUDGET SUMMIT -
Revenue and User lNeg ltems
DRemocratic Cifer
Fiscal Years 1991-1995
[Biltions of Doffars]
I tem Effective 1991 1992 1993 1994 1995 199195 1
1. 20% surcharge on high-income individuals (1}.....ccoooveeeee.... 14191 1.3 88 99 112 127 440 ~
2. 20% AMT surcharge on high-income individuals..............._..... 11721 0.4 17 15 1.3 1.1 6.0 -
3. Tentatively agreed kems (see attached).._ _........cccoveeeeeiiiie. 123 10.1 11.2 126 13.0 592
A ENRIQY BB ... oicsanesesinrmmssnse somsinssissasiin o e resbsss s bt 10/1/80 10.1 9.7 96 9.8 99 491
5. Payroll tax deposit Stabilization. . ..........ooooveeeeooooeeeeee . -- 1.0 2.2 3.2 - -- —
6. Increase EITC and standard deducton.. ... 11791 - -0.4 -8.0 95 103 -28.1 -
lNeI Deficit Reduction. . s 25.1 321 21.0 254 26.4 130.2 J \

Joint Committee on Taxation

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

Interaction between or among ilems has not been taken into account for the purpose of this table.

(1) Income thresholds are the greater of the end of the phaseout range under current law and $125,000 (single), $200,000 (joint), $175,000

(head of household).

Allachment {Table #98-3 109}

1.2
T
t‘fo‘e"

44
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17-Sep-90 8:45pm PRELIMINARY
: 17-Sep-90

- BUDGET SUNBMIT -
Tentalively Agreed ltems

Rscal Yaars 1991-1995

[Billions of Doflars]

Provision Effeclive 1991 1992 1993 1994 1995 199195

I. Provisions Affecting High Income Iindividuals -
A. Impose 10% luxury eXCise taX {1)...cccvcresmcveccneniranresarssennen 111 1.0 19 20 20 21 2.0

Il. Health and Environment !

A. Increase tobacco taxes by 4 cents per pack in 1991 and
by 4 cents per pack in 1923 w113 06 , 08 15 15 15 59
B. Increase taxes for distilled spirits, beer and wine.........ccrceeeeeeoe. AN 1.8 238 29 3.0 3.1 136
C. Ozone-depleting chemical excise tax . 11/01 0.1 0.1 0.1 01 0.1 0.5
1. Reforms and Revenue Raisers

A. Loss deductions and salvage values for insurance companies........... 11/90 03 02 02 02 02 1.1
B. Disallowance of deduction for interest paid on tax obligations............ 1/1/81 4.8 -0.5 0.7 05 05 4.5
. C. Adopt foreign complicance provisions .. 320090 (2 @ 0.1 041 0.1 02
D. Amortize insurance policy defemed acquisition expenses (DAC)........ 9/12/90 20 21 21 20 19 100




Page 2

r Provision Effeclive 1991 1992 1983 1994 1995 199185 J
IV. User Fees
A. Leaking underground storage tank (LUST) trust fund (5 years)........... 10/1/30 0.1 0.1 0.1 0.1 0.1 06
B. Increase Airport Trust Fund aviation excise taxes (5 years) (3)..... {4y 111 1.3 23 2.5 27 30 11.8
C. Increase harbor maintenance tax (3).... {8) 11 03 03 0.4 04 04 1.8
GRAND TOTALS 12.3 10.1 11.2 12.6 130 530
Joint Committee on Taxation

NOTES: Details may not add to totals due to rounding.
Interaction between or among items has not been taken into account for the purpose of this table.
Estimates provided are consistent with the Congressional Budget Office (CBO) updated budget baseline. Additional items comained
in the President's budget proposal, refating to employment taxes and user fees, are estimated by CBO.

(1) Tax applies to specific newly-manufactured items with retail prices above the following thresholds: autoimobiles—$30,000; private hoats
and yachts--$30,000; private aircraft under 5,000 Ibs.—-no threshold; electronics--$1,000; jewelry--$5,000; and furs--$500. Tax is 10% of
purchase price in excess of thresholds.

(2) Gain of less than $50 million.

(3) Estimate is net of income tax offset.

(4) This estimate is presented relative to the CBO baseline which assumes extenision of the Airport and Airway Trust Fund (AATF) taxes with
the trigger in elfect. The estimate reflects the effects both of remaving the trigger and of increasing the rates of certain of the AATF taxes
as proposed in the President's budget. Increased revenue to be dedicated to deficit reduction.

(5) Estimate provided by CBO.

!



Summit Revenues - 36

Enerqgy
1. 4% rate - (new estimate) - 8.6(/’
~C
— 2+ —Sununu-—-proposal-for_unit-rates——same—estimate"" " "

3. 3% rate - 6.5/48.5

4. Manufacturing exemption at 4% rate - 6.5/48.4

5. BTU tax (30 cents per million BTU) (1/1/91) - 10.6/74.8

25.75 cents per million BTUs approximates 4% ad valorem
tax -

6. Tax petroleum at retail rather than wholesale -level -
-0.5/-2.8

13-Sep—-90 1:19 PM
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Summit Revenues - 37
Tobacco
Varying increases in cents per pack--attached.
Alternate year increases:
a. 4/4/8/8/12 (28cents) -- .5/6.5 ‘( G ?? (XS
b. 4/8/12/16/16 (32 cents) - 0.5/10.3 ﬁ\ ?
c. 4/8/12/16/20 (36 cents) - 0.5/11.0

g0

%Y



ADMINISTRATION’S OFFER OF 9/7
(with CY1995 capital gains)
Annual Change in Tax Li'gpil_?ity‘ |
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II.

ITI.

Revenue Raisers

A, Extenders

1.

2.

Leaking underground storage
tank (LUST) trust fund
Telephone

B. New Revenues

v,
Z:
3
4.
5.
V6.
V7.
V8.
9.
10,
11.

12,

13.
14.

IRS Reforms (3)
Airport/Airway increase
State and local HI- modified
State and local SS
Shippers increase
Salvage value/insurance- modified
Pension/retiree health
DAC - Insurance reform- modified
Alcohol- modified
Luxury excise taxes
Ozone depleting
chemical excise tax
Indexing of excise taxes 5
(other than alcohol, tobacco,
and ad valorem)
Petroleum fuels tax :
Deny deduction of interes
on corporate income tax
underpayments

Initiatives for Growth, Low
Income and Upper Income Offset

A. Low Income Con

1.

Enterprise Zones

B. Savings/Investment/Growth

1.

2.
3.

Ccapital gains (45% exclusion,
individuals only - with AMT
and recapture)
Family Savings Account (FSA)
Energy security

(President’s Budget)

C. Upper Income Offset
Limit State and local

income tax deduction &

User Fees (5 year)

el =

0 =

o HONOOOROMO
e e e e o & o & o o
HMVMNOAWWORWW

=

oo
o O

29.2

e e e e



1991 .~ 1991-95

I. Revenue Raisers

A. Extenders
". 1. Leaking underground storage

tank (LUST) trust fund 0.1
2. Telephone 1.5
B. New Revenues . _—
V1. IRS Reforms (3) 0.3 Q.3
v/2° Airport/Airway increase 1.3 11.8
3. State and local HI- modified 0.8 " 6.0
4. State and local SS 1.6 /
5. Shippers increase 0.3 .
~6. Salvage value/insurance- modified 0.3 949
V7. Pension/retiree health 0.6 2.0
8. DAC - Insurance reform- modified 2.0 10.0
9. Alcohol- modified 2.2 14.5
10. Luxury excise taxes 1.1 9.0 |
11. Ozone depleting : é
chemical excise tax 0.1 0.5 |

12. Indexing of excise taxes
(other than alcohol, tobacco,
_ and ad valoren)
13. Petroleum fuels tax
14. Deny deduction of interest
on corporate income tax
underpayments 4.8 4.5

oo

o,

’ . ~
\,L v Bt 5t 2k

IXI. Initiatives for Growth, Low :
Income and Upper Income Offset

A. Low Income _
1. Enterprise Zones -0.1 -2.0

B. Savings/Investment/Growth
1. Capital gains (45% exclusion,
individuals only - with AMT

and recapture) 3.7 =21.5
2. Family Savings Account (FSA) -0.2 v =5.0
3. Energy security
(President’s Budget) ~ =0.3 s =2.6
C. Upper Income Offset
Limit state and local
income tax deduction 2.4 32.6
III. User Fees (5 year) 5.6 30.6

29.2 138.1







II.

III.

Revenue Ralsers

A. Extenders
". 1. Leaking underground storage

2.

tank (LUST) trust fund
Telephone ‘

B. New Revenues

v,
Z
3.
4.
5.
MG.
7.
V8.
9.
10.
11.

12.

13.
14.

IRS Reforms (3)
Airport/Airway increase
State and local HI- modified
State and local SS
Shippers increase
Salvage value/insurance- modified
Pension/retiree health '
DAC - Insurance reform- modified
Alcohol~- modified
Luxury excise taxes
Ozone depleting
chemical excise tax
Indexing of excise taxes
(other than alcohol, tobacco,
and ad valorem)
Petroleum fuels tax
Deny deduction of interest
on corporate income tax
underpayments

Initiatives for Growth, Low
Income and Upper Income Offset

A. Low Income

1.

Enterprise Zones

B. Savings/Investment/Growth

1.

2.
3.

capital gains (45% exclusion,
individuals only - with AMT
and recapture)
Family Savings Account (FSA)
Energy security

(President’s Budget)

C. Upper Income Offset
Limit State and local

income tax deduction

User Fees (5 year)

1991

0.1

1.5

0.3 G
1.3 11.8
0.8 6.0 |
i
0.3 .
003 )
0.6 2.0
2.0 10.0
2.2 14.5
1.1 9.0
0.1 0.5
0.5 8.6l
o5 o
4.8 4.5
-011 -200
3.7 ¥ -21.5
"0.2 -500
-003 /-206
2.4 32.6
5.6 30.6
29.2 138.1
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I. GROWTH, JOB-CREATION INCENTIVE

PUIEOSG :

To encourage investment in new ventures, which are a primary
source of new employment. The proposal would make shares in new
ventures more attractive. It would lower the cost of capital and
encourage venture capital and other small business equity invest-
ments.

Proposal:
Individual taxpayers would be permitted to deduct 20 percent

of the purchase price of "qualified small business stock.” Thus,
for example, if qualified stock is purchased for $100,000, an
income tax deduction would be allowed for $20,000. : 9.

The amount of such deductions per year would be limited to
$50,000. The taxpayer’s basis in the stock would be the pur-
.chase price reduced by the amount allowed to be deducted.

Qualified small business stock would be defined as stock:

(1) first acquired by the taxpayer (directly or through an
underwriter);

(2) not issued in redemption of (or otherwise exchanged for)
stock or any other equity interest that was issued prior
to the effective date; and

, (3) issued by a corporation with paid-up capital of $50 mil-
qi;jVH lion or less immediately after the issuance.
/5%Wy To qualify, the corporation must have been engaged in an

active trade or business for at least 5 years prior to issuance
(or, if shorter, its period of existence), and must be engaged in
an active trade or business immediately after the issuance. For
purposes of this provision, a corporation which is primarily
engaged in providing personal services, the holding or management
of real estate or passive investment activities will not be con-
sidered an active trade or business.

The proposal is limited to common stock. Common stock issued
in exchange for debt or as a result of retiring debt would be

eligible.
There would be a recapture as income in a decedent’s final
R income tax return of amounts deducted within 2 years prior to
death to prevent deathbed purchases of qualified stock, coupled o8
with a step-up in basis to fair market value at death.
%08

II. PROPOSAL TO SPUR R&E
(Including University Basic Research)

Increase R&E credit (including university basic research
credit) from 20 percent to 25 percent.



ADMINISTRATION’S OFFER OF 9/17
(with long-run capital gains)
Annual Change in Tax Liability }
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Change in Liability ($ billions)
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Percent of Total Change in Liability

ADMINISTRATION’S OFFER OF 9/17
~ (with long-run capital gains)
Percent Distribution of Change in Tax Liability
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