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Congress of the Enited état_gs

Pouse of Representatives
Mashington, J/E 20515

October 31, 1990

Honorable Alan Greenspan
Chairman, .

Board of Governors of the Pederal Reserve Systen
Constitution Avenue and 20th Street, nw
Washington, D.Cc. 20881 :

Dear Mr. Chairman:

We are writing to encourage you to raview the contents of the budget
agreement developed between Congress and the Adeinistration, anda to
provide world financial markets with notice of your acceptance and
endorsement of this agreement by allowing an easing of credit
conditions in the United States, We are concerned that a modest
quarter of a percentage point cut in short-term interest rates sends
an ambiguous message to the markets and would limit the benefit of the
deficit reduction package on our sconomic growth.

The coumonly accepted criterion for the credibility of a budget
agreement -- namely, tha standard of deep, credible and enforceable
deficit reduction achieved through changes in permanent law —— has been

" met. For any level of economi¢ performance, federal credit demands

will ba substantially reduced. It is now the hope of the Congressional
leadership that these actions will receive the closest review by

financial markets. .

Having honored our commitment to a sound national economy, we now ask
that you provide the agreement with the endorsement that financial
markets seek. Our actions in a . number of areas, including Medicare,
agriculture, veterans affairs, and federal exployee policy, were
politically painful but, in our view, meet the demands of serjous
deficit reduction. :

_ . Moreover, we believa that by making public your confirmation of the.
~ solidity of the deficit reduction agraement, and ideally -- given a

positive response from the financiaml markets =-- by sanctioning our
agreamant with an appropriate eaging of -credit, you have the
opportunity to inform our nation's leaders that credible and reaningtul
deficit reduction will be accommodated. Given our shared wnderstanding
that the coming years wil) require further actions on this front, this
message is vital. ‘ :
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Most of all, there is the question of fairness. The American
families that will endure the hardship of deficit reduction now merit
the rewards of lower interest rates and continued employment.

We look forward to your response and to the actions that will
paintain our ecocnomy on a path of balanced growth and create the
political momentum for continued progress toward a sound fimcal policy.

Sincerely,

A.
Richard A. Gephardt
Majority Leader

Panetta A
n, Committee on Budget
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FOR DISCUSSION 11/9/90

STATE OF THE ECONOMY

(1)

(2)

(3)

(4)

"Recession" is essentially here -- according to most
outside economists (and the Fed). (See Blue Chip, etc. --
NOTE: Administration forecast has not yet fully adjusted.)

"Fear" -- especially of Mideast war and 0il risks —- is a
major contributing element of the problem. (See consumer
confidence and DRI analysis.) ‘

"Credit Crunch" -- partly caused by regulation, partly by
recession/uncertainties/fear -- is another contributing
element. '

Major risks: Mideast/deeper recession/major financial
system problems (including major bank failures, bank P

insurance fund problems, insurance company failures, strong P
adverse market reactions).

Good news(!): A responsible, orderly fiscal fix has been
legislated. Inventories are low. . Average post-war
recessions are 11 months long. With the right break in the
Mideast, this recession could be shorter -- and the run
toward '92 could be very favorable.

ISSUES,REQUIRINGINEAR-TERM ATTENTTON

(1)

(2)
(3)

(4)

(5)

(6)

(7)

(8)
(9)

Contingency planning for economic effects of Mideast
conflict. '

Federal Reserve policy.

S&L/Banking -- fix for the obvious problems: RTC overhang
reduction; RTC funding; deposit insurance reform; bank
insurance fund shortfall fix -- another $50 billion-plus!

Comprehensive fix for troubled financial sector:: monetary

policy; regulatory policy; entry of commercial players;
holding company requirements; acceleration of
consolidations; etc., etc. '

Budgetary priorities:

(a) short-term stimulus issues [NOTE: GRH waiver may be
triggered. ] ,

(b) long-term growth issues —-- expenditure shift toward
R&D, investment,  early childhood; tax incentives? or
no-tax-change policy?

Enerqgy strategy.

Anti-poverty strategy.

Various issues requiring defensive strategy.

Themes.



The Budget Agreement: Process Reform

. The "categorical sequester" means that for the first time, when a
sequester occurs, "the offender pays." From now on, runaway growth
in entitlement spending will stop eating away at our ability to invest.

Under the old Gramm-Rudman-Hollings law, when a sequester
occurred, regardless of its cause, it applied to all government programs, unless
they were exempt. Many of the big entitlements -- Social Security, Medicare,
Medicaid, Food Stamps -- were either exempt or largely exempt from
sequester. Thus big sequesters were being applied to a narrow base -- which
explains why a $100 billion sequester on a $1.2 trillion budget would have
caused a 38% sequester this year , instead of a 9% sequester. The result was
that unanticipated growth in entitlement spending, including the creation of
new entitlement programs, caused sequesters that primarily affected
appropriated (discretionary) programs -- roads, bridges, universities,
environmental protection, the space program, etc.

The budget agreement corrects this imbalance. Under the budget
agreement, if mandatory spending is greater than planned because of a
program expansion, then mandatory programs only will be subject to a
sequester. If defense spending is greater than the agreed-to cap on defense,
then defense programs only will be subject to a sequester. If non-defense
discretionary spending exceeds its cap, non-defense discretionary spending
will be subject to a sequester.

Further, the sequester base has been broadened. A larger proportion of
mandatory programs will be subject to a sequester, should it occur.

These two changes will combine to have one important effect: from
now on, the sequester will become more realistic, more usable, and more
effective.

. Mandatory entitlement spending will now be subject to a "pay as you
go" rule.

The single biggest area of runaway spending growth in the last 30 years
has been in mandatory entitlement spending. It has gone from about 25% of
the budget in 1960 to nearly 50% of the budget today. The budget agreement
tries to address this unrestrained growth. From now on, any new entitlement
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program or existing program expansion must be paid for with either cuts in
other entitlement spending or a new revenue source.

. The budget agreement caps spending in the major areas of
government -- and not just deficits.

The President has long believed that spending growth is the principal
cause of the deficit. Where the old Gramm-Rudman-Hollings contained
deficit targets for each fiscal year, the new budget agreement contains caps on
spending in the categories of domestic discretionary, international, and
defense. This is a much more effective and enforceable tool - espedially for
OMB, which will be responsible for scoring the spending associated with
appropriations bills and thus determining if a sequester is triggered.

. The budget agreement gets control over supplemental appropriations.

Under Gramm-Rudman-Hollings, once the final sequester snapshot is
taken at the beginning of the fiscal year, all discipline was removed from the
system. There was no effective method, short of a Presidential veto, for the
executive branch to control supplemental appropriations and prevent them
from becoming "Christmas trees" which sharply increased the deficit. Thus,
the experience of the last few years has been that actual end of the year deficits
have been much higher than estimated beginning of the year deficits.

Under the new budget agreement, only supplementals which reflect
funding needed for "dire emergencies" — as defined by the President -- are
permitted. Thus, the President can now send forward a request for emergency
assistance in response to an earthquake or a foreign policy crisis with the
confidence that it won't become loaded up with unrelated domestic pork.
Any additions to a supplemental beyond the Presidentially defined "dire
emergency” would be subject to a Budget Act point of order and would
require a supermajority vote to be approved.

. The budget agreement retains the basic structure of Gramm-Rudman-
Hollings for future years. -

One goal of those who advocate more Federal spending was to
eliminate the bothersome constraint of Gramm-Rudman-Hollings. Under
the new budget agreement, fixed targets (as in Gramm-Rudman-Hollings) are
maintained for fiscal years 1994 and 1995. In 1991, 1992, and 1993, a system of
categorical sequesters and spending caps applies, with adjustments permitted
for various economic and technical reestimates. '
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. The budget agreement allows the government, for the first time, to
begin accurately account for and control its various contingent
liabilities.

The budget agreement contains an entire set of provisions related to
"credit reform.” Until now, when the government guaranteed loans in areas
from education to agriculture to power generation, it never recorded any
liability until the borrower defaulted. Thus, the government has been
carrying and indeed increasing a huge portfolio of risk without any method
of recording it. Under the new credit reform package, the subsidy value of
these loan guarantees will be scored at the time the loan is made, and reforms
will be required to increase the creditworthiness of borrowers and thereby
limit the risk to the government.
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MR. UTLEY: Hello, again. On "Meet the Press" today, government in action--the president,
the Congress, the budget. Who leads? We'll get the view from the White House.

Our guest today is John Sununu, the president's chief of staff,

The record of the past week is not one the president or Congress would want to put in a time
capsule as a model for posterity; and yet the confusion in Congress and the flip-flops at the White
House were an accurate model of where we are and where we may be headed in the painful quest for
fiscal responsibility.

As of this Sunday, there is still no agreement on a budget, even though we are now entering
the third week of the new budget year, and this is all happening as the inflation index rises, the
economy weakens, and the markets send clear messages that something is wrong. That is why we are
talking this morning with John Sununu, the White House chief of staff. And joining me here are
David Broder of The Washington Post and Alan Murray of The Wall Street Journal.

Good morning, Mr. Sununu. Thanks for coming by.

MR. SUNUNTU: Good to be here.

MR. UTLEY: Let's try to penetrate some of this confusion, clear up where we are right now
in terms of what the president will accept in terms of a budget agreement. House Democrats have a
proposal which, among other things, calls for a major increase in income tax rates for upper-income
earners. Is that something you would entertain?

MR. SUNUNU: The president has said that the 33-percent rate they're proposing is not
appropriate. The president does not want to play around with income tax rates. Playing around with
income tax rates at one end of the budget ends up rippling through. That budget also includes playing
around with the income tax rates at the lower end because it delays indexing. So, in fact, what they
are doing is raising rates across the board.

MR. UTLEY: Okay. You say the president does not want to do this; that is not the same thing
as saying he will not accept it. If, at the end of this week as we approach the Friday deadline, that
is part of the package, will he accept that or will he--

MR. SUNUNU: The president has said he would not accept playing around with the rates at
33 percent at the upper end. What he will accept is a budget that is close to the summit agreement.
That has been his position all along. He came to an agreement with the Republican and Democratic
leadership in Congress out of the summit, sent that budget in. There was an unwillingness in Congress
to vote, particularly for some of the spending cuts that were in that. And he has said, all right, the
ball is in Congress's court; you put a budget together under the budget law, under reconciliation, and
send it back in, and we'll take a look at it and decide.

MR. UTLEY: Okay, let's get specific agam. You say he won't accept 33 percent. Would he
accept a 30 or thirty--

MR. SUNUNU: We're not going to play the number game.

MR. UTLEY: Period?

NEWS TRANSCRIPTS, INC. - (202) 682-9050
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MR. SUNUNU: We're saying we came to an agreement with the summit. That is the reference
point. We'd like a budget, the president would like a budget, as close as possible to that. Congress,
the House and the Senate, are now going through the machinations that they have to go through to
get to reconciliation.

. MR. MURRAY: Now, the Senate Finance Committee has put out a bill that is very close to the
original budget agreement. It increases gasoline taxes, liquor taxes, cuts Medicare. I want to make
sure that we understand the White House position on this.

MR. SUNUNU: It's a much better reference point for reconciliation than the House package.
MR. MURRAY: You accept that bill? '

-MR. SUNUNU: We don't accept that per se; but we believe in reconciliation that can be
brought even closer to the summit agreement--and that package would be acceptable.

MR. MURRAY: Governor, I have read dozens of--I'm sorry. Go ahead.

MR. SUNUNU: I want to make one thing clear. The confusion of the last week was not the
president's. The president has said he likes the summit package; he wants the solution as close as
possible to the summit package. It's Congress drifting back and forth trying to find variations of the
theme, that is, trying to find some combination to send to the president, that is having trouble deciding
where it wants to be.

MR MURRAY: But, Govémor, I have read dozens of column inches on this subject--
MR. SUNUNU: So have I

MR. MURRAY: --seen hours of political talk shows in the last few days. I'm sure you have,
too. And every commentator--Republican or Democratic, liberal or conservative--has called this a
disaster for the president. They say the president has seemed to vacillate; the president has seemed
to lack conviction on this issue. How did it happen?

MR. SUNUNU: The president has--I go back to what I said earlier.- He has stood firm--that
what he wants is something as close to the summit package as possible. That's not a vacillation; that's
not a movement. It is saying we worked long and hard to come an agreement with the Democratic and
Republican leaders of Congress. The problem has always been a problem of Congress being able to -
muster the political will to vote for a tough package.

We are six months late in the process. We wouldn't be here if the president hadn't take the
lead, brought the summit together; and if we hadn't worked with the leadership long and hard to bring
a package to the point we have it.

It came to the floor. Congress was unwﬂlmg in particular to vote for the spending cuts. You
cannot have $500 billion worth of budget deficit reduction w1thout having a tough vote to cast. And
they just didn't want to cast a tough vote.

NEWS TRANSCRIFTS, INC. - (202) 682-9050
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MR. MURRAY: All right. Let me ask you a political question. The House Republicans feel
that you have put them in a politically impossible bind. You've taken away--we're just a couple of
weeks before an election; you've taken away what they considered their best campaign issue, which
was the no-new-tax pledge. But at the same time you have refused to go along with any kind of an
increase with tax rates on the rich.

So it looks like you're for increasing taxes as long as the taxes aren't on the wealthy. Isn't that
a formula for Republican defeat at the polls?

MR. SUNUNU: We're opposed to playing around with the income tax rate for Americans across
the board. The House package as it came--as it is now called, the Ways and Means package that came
out--I believe it's the Rostenkowski package--has, in fact, a delay in indexing, which is playing around
with income tax rates across the board, in fact. There's a change in the load on Americans from top
to bottom.

It is not appropriate to start playing around with tax rates at a time when what you have is a
package that doesn't need to play around with tax rates.

MR. MURRAY: But these are Republicans making this complaint--your own party.
MR. SUNUNU: Both Republicans and Democrats are complaining.

MR. BRODER: Governor, in the 1988 campaign, the president liked the song "Don't Worry,
Be Happy." Is that--

MR. SUNUNU: No, the press liked the song "Don't Worry, Be Happy."

MR. BRODER: Is that your message to Republicans and to the American public today: "Don't
Worry, Be Happy?"

MR. SUNUNU: No. The message is that we are going through a very difficult time in terms
of making legislation that will impact the deficit. No one said it would be easy. The president
recognized he'd have to cash political capital in doing this. - He didn't like eating the tax broccoli
package that he was forced to eat a while back; but he said he would do it in an effort to get a deficit
reduction package.

At each step of the way, he's stood up and done the tough thing politically. It is not Congress's
turn. They have to move through this process and get to reconciliation and send the president a budget
package that makes sense. Ifit is a good package he'll sign it; if it's not, he'll send it right back with
recommendations for change.

MR. BRODER: What have you learned out of this experience?
MR. SUNUNU: That Congress does not like summitry.

MR. BRODER: Have you learned anything about the way you do your job?

NEWS TRANSCRIPTS, INC. - (202) 682-9050
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MR. SUNUNU: I've learned that there are times where Congress would prefer to have us send
packages down that are full of sweetness and light; and that when the tough package comes down, it's
an awfully tough thing to deal with--that when you debate that issue in detail intensely, that if it is
a very tough issue, they're not going to be happy with the debate.

MR. UTLEY; But, Mr. Sununu, you're putting all the responsibility these days on Congress.
What I think we're all trying to--

MR. SUNUNU: Asitis g:onstitutionally, Garrick.

MR. UTLEY: All right. But as we look at it right now--

MR. SUNUNU: But don't just waive the fact that, well, it's a constitutional responsibility.

MR. UTLEY: Of course, it's part of the Constitution; they are the fwo ends of Pennsylvania
Avenue--we know that. But you seem to deny that any of this responsibility lies at the doorstep of the
White House. ~ :

MR. SUNUNU: No. The White House did accept--the president did accept the responsibility.
He put the summit together. He accepted changes:in the way the summit would be structured to allow
revenue to be discussed. He came forth with the summit leaders, with a package that is clear and well-
defined. It has significant spending cuts in it. It has cuts in defense, but levels that are appropriate.
And it has some revenue increases in it. That was sent down to Congress.

Congress had a chance to vote on it; and didn't want to cast the hard vote.

: MR. UTLEY: Look, a few minutes ago, you said this whole budget process has been about six
months too late. Isn't the fact, really, that it's a year or two years or several years too late--that this
was wasted time that really started back in 1988 with the president's presidential campaign?

MR. SUNUNU: No. Each year the president sent down a budget that would address the
deficit. In fact, the last budget he sent down included some significant cuts in spending that Congress
didn't want to vote on then. They wouldn't even bring it to the floor because of the spending cuts.

MR. UTLEY: Well, if it's all like this--black and white, White House and Congress--how do you
explain what's happened in the latest polls that are coming out? Newsweek, New York Times, CBS
polls are all showing a sharp drop in the public attitude towards George Bush, the way he's handling--

MR. SUNUNU: And Congress.

MR. UTLEY: And Congress.

MR. SUNUNU: ‘And Congress. And the public is unhappy at the way the system is operating.

- . MR. UTLEY: Right--

NEWS TRANSCRIPTS, INC. - (202) 682-9050
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MR. SUNUNU: An interesting statistic from the polls, since you brought it up, is that when
you ask people whose fault is it that we have a problem in getting a budget, 60 percent say it's
Congress, 20 percent say it's the president. We're not going by the polls. But don't misunderstand the
fact that the American public does realize that it is Congress's muddling around and trying to avoid
a vote right now that's creating a great deal of the difficulty.

MR. UTLEY: And you're saying that, these polls notwithstanding, the president doesn't share
a certain burden of responsibility?

MR. SUNUNU: The president sent a budget up; the president then sent a budget up with the
summit. Right now, the responsibility is in the congressional committees and the floor of Congress to
vote a reconciliation package, a budget package. The president doesn't get a vote on the floor. The
president doesn't get a vote in the process until it's his opportunity to decide whether he accepts it or
not. And when Congress sends a package, the president is back in the loop.

MR. MURRAY: Governor, you personally have made a fair number of enemies in Congress over
the last three weeks. Do you think that has undercut your effectiveness, your ability to do your job
as White House chief of staff?

MR. SUNUNU: Idon't think so. I think that I reallzed the president realized, we all realized
that in trying to get Congress to cast this difficult vote, a little china would have to be broken. There
are people you have to encourage one way and folks you have to encourage another way. And that's
part of my job.

MR. MURRAY: Do you think you've just been made a scapegoat?
MR. SUNUNU: No, no. I probably am as bad as they've all said I am.

MR. BRODER: Governor, there are people in Congress who say that the president, given the
condition of the economy, given what's happened to his polls, cannot afford to veto another budget.
Is that your view?

MR. SUNUNU: No, that's another way of saying that Congress is going to find a way to send
a budget down without making a hard vote; and it's going to be the president's responsibility to accept
it.

He's gone this far. I don't believe that the president is of a mind to do that. In fact, I'm
positive he's not. He wants a budget solution that is a good solution; and a bad solution will not
improve the economy.

MR. BRODER: What's your scenario for next weekend when the time table expires?
MR. SUNUNU: I suspect that they'll go into--the House will pass one version, the Senate will
pass another version; they'll go into conference and the president will be, at that point, actively trying

to make recommendations to them how to get a package down-a combination of the package, a
reconciliation of the package, that will make sense. And I think that's where the final, if you will,

NEWS TRANSCRIPTS, INC. - (202) 682-9050
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political exchange of ideas will take place. And I hope that over a relatively short period of time, the
conference will reconcile not only the House Senate differences, but the legislative execut1ve branch
- differences.

MR. BRODER: What are the odds that we'll have another shutdown of government a week
from today?

MR. SUNUNU: Probably relatively high--as that conference will not be cdmpleted. On best
estimate, that conference will have difficulty in being completed by midnight Friday.

MR. UTLEY: And if it's shut down--the president is ready to do that?

MR.' SUNUNU: We hope that Congress works quickly to come to a conclusion and send a
package to the president he can sign.

MR. UTLEY: I think we've heard this song before, Mr. Sununu.
MR. SUNUNU: Play it again, Sam.

MR. UTLEY: We'll be right back with more questions about the budget, other questions of
foreign and domestic policy, with John Sununu, as we continue here on "Meet the Press."

MR. UTLEY: We're back now on "Meet the Press." David Broder, Alan Murray and I are
talking with John Sununu, the White House chief of staff. Governor Sununu, let's go to the Persian
Gulf crisis: The Pentagon now says that there are 200,000 or more American servicemen and women
in that part of the world. The polls are showing that although a majority of Americans still supports
the president's policy, there is an erosion now with time. How long do you think that the president's
going to have the people behind him?

MR. SUNUNU: Well, there should be no surprise that over a period of time support for
something like that does erode. I think the president's understood that all along. He's also understood
that there was a fragile nature to the international coalition over a period of time, and yet the fact is
that his commitment to making sure that no aggression of the kind of the Iraqi invasion of Kuwait
shall allow that to go with reward. And the fact is that he is going to do what he has to do over
whatever length of time it is to accomplish the goals he laid out.

MR. UTLEY: But he can do what he thinks he has to do only if he has pretty strong American
public opinion and commitment behind him. Do you think the president--or is the president going to
. haveto articulate in a more precise way sort of stage two of where we are and weré we are going in
the Persian Gulf?

. MR. SUNUNU: I think there's going to have to be a--over a period of time--a constant re-
_ establishing of the dialogue, the direct dialogue, as to why we're there by the president, and I think

he intends to do that. It's not necessarily to be done now, but at another point in time it should be
done.

NEWS TRANSCRIPTS, INC. - (202) 682-9050
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MR. MURRAY: Governor, the Persian Gulf crisis has now driven oil prices over $40 a barrel.
The stock market is falling sharply. Unemployment is rising. Most people think we are headed for
a recession, according to polls. What's your assessment of where the economy is right now?

MR. SUNUNU: Well, the best thing to do is to pass the $500-billion deficit reduction package
and hope that we get the drop in interest rates that the Fed has indicated might be forthcoming then,
and hope that that gives the economy a shot in the arm.

MR. MURRAY: What I'm told from people at the Federal Reserve is that if there's a budget
package, you get something like a quarter percentage point drop in short-term rates. Is that what
you're talking about? Is that enough to get the economy going again? Or are you looking. for
something much more than that?

MR. SUNUNU: We're hoping for both a short-term and long- term movement in the downward
direction.

MR. MURRAY: But how large?

MR. SUNUNU: That's for the Fed to make the final declslon on, of course, but we're hoping
for mgmﬁcantly more than you've raised.

MR. BRODER: Governor, the Israeli cabinet this morning said that it would not cooperate in
any way with the investigation that the United Nations has ordered into the killings two weeks ago,
10 days ago. Is the United States prepared to use its influence with the ]'sraeh government to change
that view?

MR. SUNUNU: David, I haven't seen that report, and I haven't had a chance to just hear it
discussed, or discuss it with Brent Scowcroft, Secretary of State Baker or the president, so I don't want
to comment on that.

MR. BRODER: Without being that specific, then, how concerned is the administration that this
focus on the Israeli action has the potential of disrupting the whole strategy for putting international
pressure on Saddam Hussein?

MR. SUNUNU:  The administration's been reluctant to have a linkage of the Gulf crisis and
the broad Middle East crisis. They have tried to resist any direct tying of that, because the president
and the secretary of state did not feel that would be a productive way to solve either of the problems.
They also understood that through actions that might not be directly related to either, there would be
a constant effort to tie them together. They're going to try and resist that linkage. They're going to
try and work the two problems separately, knowing full well and good that there will be this constant
effort to tie them together, and I can't tell you specifically what will be done at what point, but that's
the general theme in the approach they've taken.

MR. BRODER: Are you planning to go back to the U.N. this next week to seek additional
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sanctions or actions against Iraq?

MR. SUNUNU: There's been discussions of going back to the U.N. As to the specific time, I
can't tell you. But there aré some concerns in particular about the terrible things that have been done
in Kuwait, the dismantling of a population, the atrocities that have taken place there. The president
feels strongly that they ought to receive international condemnation, and there's been discussion of
putting together a proposal for a resolution in the U.N. addressing that in particular, among other
things. A

MR. UTLEY: Let me come back to a point that Alan Murray was touching on. That is, with
the oil prices up to $40 a barrel or more, the recession that is here or is coming, there's going to be
added pressure to do something about Iraq and the Persian Gulf--to get off the dime, so to speak.
Either there's going to be a war, and the thing is settled one way or the other, or the signal is clearly
-sent there is not going to be a war and let the true supply and demand forces come into play. Isn't it
really an intolerable situation we have to face now, that the president or the government has to face
this sooner rather than later?

MR. SUNUNU: Well, this is a difficult situation. No major issues of this nature are ever easy.
The president made the tough decision in deciding to defend Saudi Arabia and sending our troops over
- there. He made the tough decision in urging international participation, so there's an international
force there. And at some point, if there's a provocation, they'll have to respond,; if not, they will hope
that the sanctions do their--put the pressure on Iraq to achieve the withdrawal.

MR. UTLEY: You can also say in a certain way that $40 a barrel for oil is a provocation, an
economic provocation, of a sort. So you say at some time we have to address that. But isn't that time
coming sooner rather than later?

MR. SUNUNU: Garrick, you're sounding bellicose now. I suspect that if the president did
something, you'd sound on the other side of the issue.

He'll make that decision when he--whatever decision he has to make, he'll make on the basis
of the situation at a given moment; and what he foresees has to be done to deal with the problem in
the future. That's what makes the presidential decision a tough one.

MR. MURRAY: You know, because of these economic problems in part, the president has
insisted from the beginning that the budget package be a, quote, pro-growth budget package. But now
that he's given up on his insistence on a cut in the capital gains tax, is there anything in this package,
other than your hope that Alan Greenspan and the Federal Reserve will lower interest rates efficiently-
-is there anything in the package that will help the economy over the next 12 to 24 months?

MR. SUNUNU: Well, some of the important things that are not in the package that the
president is fighting to keep out are part of it. You don't want to have a tax structure that is anti- -
growth. You don't want to play around with incentives on the private sector side. You don't want to
play around with personal income tax rates--that's one of the reasons he's opposing that. There are
some incentives for energy exploration in the Senate package which we hope stay in there and we will
work hard to keep in there. And we want very much to try, even in the reconciliation in the
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conference, to get some of the incentives for the economy back into the package.

MR. BRODER: We've got three crises going here--an international crisis in the Persian Gulf,
a budget crisis, and probably an economic crisis at home.

In this week the words that are going to be remembered from Premdent Bush are "Let Congress
clear it up" and "Read my hips.” Is that the best you can do?

MR. SUNUNU: Well, what we hope that people will understand is that Congress does have
the responsibility at this stage. The president took his responsibility at the front end, came up with
a package. The president will be back in making specific decisions when this comes to him from the
conference. We will try and communicate into the conference preferences. But to try and press again
into Congress a new presidential package when the first summit package was seen as being a summit
package, and that was part of the burden it carried, wouldn't be productive.

The idea is to get a solution to the problem. If we get a budget reconciliation package through
and the president can sign it, that will be a very important solution to the economic side of the problem
you've underlined.

MR. UTLEY: Do you think this week will be better than last week for the president, in terms
of his quotes, such as "Read my hips," as well as the substance?

MR. SUNUNU: You always hope that tomorrow is better than today, next week better than
last week, and next month better than the month past--even when things are going well.

MR. UTLEY: John Sununu, thank you very much for bemg with us this morning here on "Meet
the Press.".
In a moment, David Broder, Alan Murray and I will be back with some personal observations.

(Announcements)

MR. UTLEY: Back on "Meet the Press" now, Alan and David listened to John Sununu, the
White House chief of staff. The refrain from the White House is: the ball is Congress s court, that's
where it all happens, don't look to us at the White House right now.

David, you've been around the country. Are the people buying that?

MR. BRODER: People are not very happy, as Governor Sununu pointed out, with Congress.
But people expect a president to lead when the country is in trouble. The big fact in their lives is the
slide into recession which they can feel--and the impression that the president is not in charge is both

politically damaging to him and very worrying to people.
MR. UTLEY: And what'sthe economicimpact on all of thisif there isn't an agreement by Friday?
MR. MURRAY: Our economy depends vitally on confidence--the confidence of people that
they'll have a job next month, confidence of investment that their money is safe, confidence of

businesses. And they've seen this confidence eroded steadily over the last year--the savings and loan
crisis, the Middle East crisis, now the budget crisis.
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What they need from Washington is a sense that somebody is in charge--and they don't have
right now.

MR. UTLEY: All right. They have Congress and the president; somebody's in charge. Friday
" deadline--there's supposed to be an agreement. We've seen these deadlines fade before. Will there be
an agreement, or does government get closed down again?

MR. BRODER: I think there will be an agreement. The sense that I get from what Governor
Sununu has told us is that, if it is as tilted toward the hit on the upper brackets as the Democrats
would like, the president will probably veto it and shut the government down again.

MR. MURRAY: There's an enormous amount of work to be done. If I were a government
employee, I think I would start thinking about a holiday next Monday and Tuesday.

MR. UTLEY: Any bets as to what we'll be talking about next Sunday on "Meet the Press,"
gentlemen?

Tune in. David, Alan, thanks for being here..

Finally, let's contemplate our world this Sunday. In the Persian Gulf, the American forces now
reach 200,000; and we are still tottering on the precipice of war. In this country, there has clearly been
a failure at the top over the budget. Is there a connection between the two? You watch what happened
in Washington this past week and you start to think about such things as eredibility, decisiveness--in
a word, leadership.

And it's not just Americans who start to ask questions about leadership. Those overseas are
watching, too, and they include Saddam Hussein. You wonder how does he read events here. What
does he think about all this? George Bush has established his credibility by sending the troops to the
Persian Gulf and by organizing the international choke collar around Saddam's neck. But if the
president is weakened at home in the political blood sport of the budget, he could be weakened in his
face-to-face with Saddam Hussein.

Yes, they are separate issues, but they share a key element. At the center of each is the
credibility of American leadership; and at the very heart of that is the performance of the president.
Last week was a bad week. Tomorrow, as they say, is another day. Perhaps things will go better at
the White House and in Congress. People are watching--and they include Saddam Hussein.

I'm Garrick Utley. I hope you join this evening for "NBC Nightly News" and again next week
for "Sunday Today" and "Meet the Press."

NEWS TRANSCRIPTS, INC. - (202) 682-9050



Marriott Dinner
Wednesday, November 28, 1990

Invite List:

Governor John Sununu - A

Bill Bennett - A

Andy Card - A

Ed Rogers - A .
Vice President Quayle - A (reception only)
Bill Kristol - A

Fred Malek - A

Ken Duberstein -~ A

Rich Bond - A

Secretary Skinner - A

Secretary Baker - R

Secretary Brady - A

Secretary Mosbacher - R

14, Haley Barbour - R

WO~ U S W -
') L] - . - [ . *

=
= O

-
W N

15. Charlie Black ~ A

16. Roger Ailes - A

17. Governor Jim Thompson - R
18. Wally Ganzi - R

19. ZLarry Bathgate - A

20. Tom Loeffler - A

21. Senator Mitch McConnell - A
22. Senator Phil Gramm - A
23. Bill Harris - A

24, Craig Fuller - R

25. Guy Molinari - A

26. Bob Teeter - A

27. Mary Matalin - A

28. Dick Darman - A

29. David Carney - A

30. Mitch Daniels - R



3 . . ILL FR ,
<.opr LEON E. PANETTA, CALIFORNIA ONE HUNDRED FIRST CONGRESS P RANKING REPUBLICAN MEMBER
: & CHAIRMAN - WILLIS D. GRADISON, JR.. OHIO

~ WILLIAM F. GOODLING. PENNSYLVANIA
RICHARD A. GEPHARDT, MISSOURI DENNY SMITH, OREGON
MARTY RUSSO, ILLINOIS : WILLIAM M. THOMAS, CALIFORNIA.
MARVIN LEATH, TEXAS ; RICHARD K, ARMEY. TEXAS. |
CHARLES E. SCHUMER, NEW YORK m.@ . %01!58 . Of Rtm’tﬁtﬂtatlhtﬁ JACK BUECHNER, MISSOURI
BARBARA BOXER, CALIFORNIA AMO HOUGHTON, NEW YORK
JIM SLATTERY, KANSAS JIM MCCRERY, LOUISIANA
JAMES L. OBERSTAR, MINNESOTA COMMITTEE ON THE BUDGET _ JOHN & KASIEr Ot
FRANK J. GUARINI, NEW JERSEY DEAN A. GALLO, NEW JERSEY
RICHARD J. DURBIN, ILLINOIS 1 BILL SCHUETTE, MICHIGAN
MIKE ESPY, MISSISSIPPI ’ washl“mun’ m¢ 20515 ¥ -

DALE E. KILDEE, MICHIGAN HELEN DELICH BENTLEY, MARYLAND

ANTHONY C. BEILENSON, CALIFORNIA .
JERRY HUCKABY. LOUISIANA MARTHA H. PHILLIPS.

Beaman sﬁag\}v’:?nt‘is.sgﬁsnssv REPUBLICAN STAFF DIRECTOR
BERNARD J. ) PP

HOWARD L. 8EAMAN, CALIFORNIA

ROBERT E. WISE, JR., WEST VIRGINIA ‘ ~

MARCY KAPTUR, OHIO L

JOHN BRYANT, TEXAS

JOHN C. ANGELL. . December
CHIEF OF STAFF . 5 ’ 1990

226-7200

(b}‘ To: All Republicans
From: Bill Frenzel
Subject: Budget Agreement
Enclosed New York Times article, December 5, 1990

1. Bob Michel has already written of the House Democrats' attenpt to welsh on
the Enforcement provisions of the Agreement by amending the House Rules to
require the use of CBO estimates rather than OMB's.

This is a gross v1olat10n of the Agreement before the :Lnk is even dry. If

this rule is adopted, no Republican can ever trust any agreement, however
insignificant, made with Speaker Foley, Majority ILeader Gephardt, or
Chairman Panetta.

It is one thing to be out-negotiated, another to think one has a "good" deal
when it isn't good, but it is quite a different issue to make a deal and then
welsh on it.

I sat in on all the enforcement negotlatlons This prov151on was hotly
debated up to and including the final night. There was no misunderstanding,
nor lack of clarification. The Democratic leadership, including Congressmen

Foley, Gephardt, and Panetta, agreed to OMB scorekeeping, and knew exactly
what they agreed to.

If the Democrats get away with this cheating, Republicans should drop out of
the game. There is no sense in dealing with people who can't keep their
word.

2. The New York Times article attached, in my judgement, sets the direction for
: .Republican efforts next year. !

The hogs, including our own, are already crying "foul." Allegations of
"miscalculation" or "technical error" are, I believe, urwarranted.
Nonetheless, there will be an even worse howl from Democrats on the
Appropriations Committee.
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Here again, the agreed limits were well known and were spread on the record
long before the Agreement was passed in OBRA 1990.

Republicans, in the Pursell-Kasich Report, demanded far deeper cuts in
domestic discretionary spending. It is my fervent hope that Republicans, and
the President, will hold firm on the agreed limits. That means no changes,
no emergencies, and a strict adherence to Pay-Go requirements.

3. I wish all of you a frugal and curmudgeonly 1991. Remember, a trillion saved

is a trillion earned.




| JWts alculations |
Put a Tight Lid
On ’92 Budget

By ROBERT PEAR

Special to The New York Times

WASHINGTON, Dec. 4 — Bush Ad-
ministration officials said today that
they had discovered that less money
would be available for new domestic

" spending in the 1992 fiscal year than
White House and Congressional budget
negotlators had expected.

The discovery reflects the fact that
new budget procedures and spending
limits were set in an atmosphere of
confusion at the end of October. The
negotiators were juggling Jarge sums

of money, and there was apparently a
miscalculatjon, the reason for \w‘slc:’\1 is
not_yet- clear. Another factor a
Congress was at the same time adding
money to the Federal dudget for the
1891 fiscal year, which began Oct. 1.

! Assligning the Blame

As a result, there is less room for|
growth in the next fiscal year than the
negotiators thought they were allow-
ing. In fact, Admiristration officials
said today that spending limits set in
the new budget law were slightly lower
than the amount needed to continue the

- services at -existing levels, and hardly
any money would be available for new:
- domestic initiatives.

Sofar, there has been no {inger-point-
ing, but budget officials and Congres-
sional aides said that could come later.

The fact that the budget agreement's
limits on domestic spending are tighter
than people realized lightin a
memorandum sent to Cabinet officers:
by President Bush's budget director,
Richard G. Darman. In responding to

their budget requests for 1992, he said

they had not caught up with ‘‘the new
world of firm, fixed (and lower!) do-
mestic discretionary spending caps,”
or limits.’ N

He also scolded them, saying that
they had submitted excessive budget
requests for 1992. He said the Cabinet
officers had displayed ‘‘near-universal
expectations’ that cuts would come in
someone else’s programs.

Mr. Darman and Congressiona!l lead-
ers set the domestic spending cap at
$191.3 billion for 1992. They_ thought

owing a cushj

nding, because the 1992 limit was
nearly $30 Dbillion more than_ the
mount spent in . But a late burst
g_fmfp‘rﬁﬁﬁﬂushed the 1991
spending close enough to the limit to
eat up most of the cushion.

A Shocking Surprise

In addition, Presidential appointees
at several Cabinet departments said
they had been told by Mr. Darman’s
staff that there had been *'g miscalcu-

ion” or *‘a technical error’’ in com-

puting the ‘néw i'if‘riils;&ibfr .doméstic -

spending.

“I have every reason o believe that

this came as a surprise to Darman,”
said a senior official at one of the big-
ger Federal agencies. He spoke on

condition of anonymity.

When White House and Congres-
sional negotiators set the statutory
limits ‘'on domestic spending for the
next fiscal year, they envisioned small.

increases, in addition to. increases to,

make up for inflation, in education,
housing, law enforcement, environ-
mental protection, sclentific research
and other national needs.

The chairman of the Senate Appro-
priations Committee, Robert C. Byrd of
West Virginia, said at the time that do-
mestic spending programs were the
“Jittle runt pig" of the budget, had been
starved for 10 years and would now get
their "“fair share” of Federal funds.

The budget bill signed by Mr. Bush
on Nov. 5 established new budget
procedures, including separate limits
on “‘discretionary spending” for do-
mestic, military and international pro-
grams. Congress sets the level of such’
spending by passing appropriation bills
each year. Discretionary spending dif-
fers from spending on benefits like So-
cial Security, paid automatically to
people who meet certain eligibility cri-
teria.

In his memorandum to the heads of
Federal departments and agencies,
Mr. Darman said he had “received and
reviewed all agencies’ budget requests
for domestic discretionary programs’
in the next fiscal year. *Unfortunate-

_ly.” he said, “the total requested for

fiscal year '92 exceeds the legally bind-

ing cap by over $20 billion,” or more "

than 10 percent..
“The excessive agency requests (in

“There was a one-
year orgy, and
now the chickens
are coming home
to roost.’

aggregate) would seem to have resuit-
ed” from ‘‘near-universal expectations
that somehow cuts in someone else’s
area would be used as offsets” against
increases in programs cherished by
each Cabinet Secretary, Mr. Darman
wrote,

Officials at the Office' of Manage-
ment and Budget and the Congres-
sional Budget Office said Congress had
already approved policy changes that
would push Federal domestic spending
above the new ceiling. .

‘A Big Windfall’
A White House official said the 1992
budget would be tighter than Mr. Dar-

man and Mr. Byrd initially assumed, in
‘Bart because Congress approved “a

ig windfall” in domestic spending for .
the 1991 fiscal year just before adjourn- -

ing.

As a result, he said, there will be sub-
stantial increases built into the budget
for 1992, and those increases will eat up
virtually all the funds available under

the spending limit for domestic pro-
grams. The spending levels approved
by Congress in one year are used as a
starting point in preparing and analyz-|
ing budget requests for the next year. |
““There was a one-year orgy, and now!
the -chickens are coming home to
roost,” safd a White House official, not-
ing the increases in 1891 appropria-
tions for many domestic programs.

Congress provided $182 billion in the

1991 appropriations bill for the Depart- |
ments of Labor, Education, and Health

- .and Human Services, up. 14 percent

from 1980. Spending for Federal high-
way projects will allowed to rise
more than 18 percent, to $14.5 billion in
1991. Congress approved a 9 percent in-
crease in appropriations for energy
ngl water projects, to $20 billion in

As a result of such increases in the
current fiscal year, the White House
and Congress will have little oppor-
tunity to spend money in creative new
ways next year. They are already near
the 1992 spending limits for domestic
programs. -

“We thought we would be in the land
of milk and honey, with plenty of
money to spread around in fiscal 1992,
said the budget officer of a Cabinet de-
partment with many popular domestic
programs. ' But there was evidently a
miscalculation of the spending caps.
When the Administration and Congress
were discussing those limits for 1892,
they didn’t know exactly what the 1991
appropriations would be.”

Mr. Darman warned Cabinet officers
to get ready for a new climate of fiscal
austerity. The President’s 1992 budget,
which i5 to be submitted to Congress In
two months, **will have to be far below
agency requests, in aggregate,” he
said in his memorandum. *“We must
obey the legal limits on domestic dis-'
cretionary spending.’ :

Under the new budget law, there:
would be automatic across-the-board.
cuts in scores of domestic programs if
the spending levels approved by Con-
gress exceeded the statutory limit for
domestic discretionary programs.
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Mr. DUNCAN., Madam Speaker, I yield such time as he may consume to the
gentleman from Pennsylvania [Mr, Ritter).

(Mr. RITTER asked and was given permission to revige and extend his remarks.)
Mr. RITTER. Madam Speaker, I rige in strong support of the conference report.

Mr. ROSTENKOWSKI. Madam Speaker, I yield 3 minutes to the gentleman from
Missouri [Mr. Gephardt].

Mr. Madam Speaker, Barber (‘.!omsxble,E an honored Member of this body
who now ha® ¥%hie to be the head of the World Bank ueged to say about some pieces
of legislation, "There's something in this legislation that everybody can hate,®

I have not seen a piece of legislation like this one where there are so many
things that people have objections to; but I understand it, because it is a big
iece of legislation. There are hundreds of things in this bill that you can
gind that you do not like. Thaere are things in it I do not like, that I disagree
with, and I have been talking about tax reform with the gentleman from New York
[Mr. Kemp] and others for a long time, :
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As the gentleman from New York [Mr. Downey] said, "I think we have got to
step back from the trees that we are locking at so closely and look at the
forest, and lock at the good things that are done in this bill." If you will do
that, I am convinced you will vote for it, because there are some very important
good things that come out of this bill, :

First, fairness, It has got a minimum tax, the best minimum tax we have ever
had. It makes me angry, that 250 families earned over $1 million last year and
paid no taxes, It makes me angry that corporations in this country that make
millions of dollars get by with paying no taxes; many of them do not even want
that to be the case,

. This bill makes sure that does not happen anymore. It does give a tax cut,
and importantly it gives it to oxdinary, average taxpayers. It does not give the .
lion’'s share to the people at the top. It helpe people at the bottom; 6 million
people off the tax roles, at the bottom, and an 8- or a 9-percent tax cut to
people in the middle, the people that we are supposed to be worrying o much
about; and much less tax cut to people at the top.

Third and most important, we would stop the trend of the last 25 or 30 years
of every time we do a tax cut doing it by giving this group and this individual.
and that group a tax cut, a tax loophole, a tax preference, and keeping



18-16-980 189: 31 5151 ]
s . s 132 Cong Rec H 8419 Thursday, Septembexr 25, 1986

and that group a tax cut, a tax loophole, a tax preference, and keeping
everybody’s tax rate up to pay for those individual treatments.

This changes that whole trend and moves us to a fairer and simpler Tax Code,

Now we all have to make a decision; we have got to look at the good and the
bad and decide which is predominate, which is the most important. I just ask you
today as you make this vote to not think of all the lobbyists and all the
representatives who are legitimately here who have been talking to you for the
last 3 weeks, or maybe the last 3 years about this tax bill; and remember the
lobbyist you have not seen here is the lobbyist for the average, ordinary
taxpaying family in this country. That lobbyist is not here. You have not heard
from them, You are the lcbbyist for that individual, that family, and that
family wants you to stand up for them today and T hope you will.

Mr. ROSTENKOWSKI. Madam Speaker, may I inguire as to how much time isg
remaining?

The EPEAKER pro tempore. The Chair will inform the gentleman from Illinois
[Mr. Rostenkowski] that he hasg 7 minutes remaining, the gentleman from Tennessee
{Mr. Duncan] has 11 minutes remaining, and the gentleman from Texas [Mr., Archer]
has 7 minutes remaining. ‘
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ROSTENKOWSKI . Madam ‘Speaker, I yield myself 2 minutes.

Madam Speaker, almost 16 months, to the day, I sat in a room off the Chamber
and answered the President of the United States in his plea for tax reform. The
President was looking to this Congress to right some wrongs that have been in
the code for many years., I take great pride in the fact that we answered with
bipartisan effort,

We asked the American people how they felt about the code, and their response
wag overwhelming: "Get fairness into it." As the President put it: "Let’s go for
it." Go for it to help the American farmer. Go for it to help the wealthy
doctor. But most of all, go for it to help middle-income America and the poor,

That was not a Democratic issue and it was not 4 Republican issue. So we
lotted and prodded and I think this afterncon we recognize that tax- reform is a
gipartiean issue. It was the Ronald Reagan and the Tip 0’'Neills, the Jim Bakers,
and the Don Regans. It was all of them who worked for today. The Bob Doles, the
Bob Packwoods, and the Dick Gephardts and the Bill Bradleys, it was the Jack
Kemps and the Bob Kastens. It was all of us. '
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S0 here we are, trying to decide thig afternocon what we are going to do about
fairness and equality in the code.

We have got to answer that mandate. This afternoon we are going to let the
American people know that their legislative process is working; that when they
request of their leaders in Washington a change, that we respond.

. Today we celebrate for that American that needs help.
I say to my colleagues, it is high time that we do it.

Madam Speaker, I yield 5 minutes to the gentleman from Massachusetts [Mr.
O0’'Neill], the Speaker of the House of Representatives.

Mr. O'NEILL. Madam Speaker, I rise in support of the tax reform conference
report.,

Thig is an historic moment in the House. We are about to vote on the final
passage of the most sweeping tax reform legislation in the history of this
Nation. If we approve this report today, the 99th Congress will azsume a special
place in the history of this country. This will be the Congress that
accomplished what eluded all the 20 preceding Congresses that talked about the
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comprehensive tax reform but failed 0 enact it.

For me, this is a decision of a political lifetime.
in 1952. 1 remember my party.platform. We pledged the
the elimination of tax loopholes. To quote from that .
the elimination of tax ioopholes which favor special i
1952 when the business corporations of America paid 40
America, and yet we can see how down the line, through
oxperts that the corporations of America now pay betwe
tax bill, and the largest employer in my district pays
employess pay a tax. ‘

I first ran for Congress
continual effort toward

platform: *“Justice requires

nterests." That was in
percent of the taxes of
the ingenuity of tax

en 5 and 8 percent of the
no tax, but his 8,000

It ig not failr. That is what the American people have said. It ig not fair,

I am talking about 1952. Bach party, both sides of
platforms have said and promiged the Zmerican public t
the loopholes.

In 1960 my close personal friend, Jack Kennedy, was
United States. We still talk about the Kennedy tax bil
econonmy of America. That tax bill was meant to be tax

the aisle, in our
hat we were going to close

the President of the
1, how it stimulated the
reform and yet the Kennedy

proposal for comprehensive reform was brushed aside. The people at that time
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said that tax reform is just too difficult, too hard. Reform will have to wait,
Year after year, reform hag had to walt.

Ever since, many people have spoken beautifully of building a fairer tax
system, Of the overall objective, all have generally agreed, on both sids of the
aisle, we should reduce the number of special loopholes so that we can reduce
the taxes of the average American tazpayer, the person who does not have a whole
divigion of accountants and tax attorneys helping either him or her,

My friend, the gentleman from Illinois, Dan Rostenkowski, said on national
television 2 years ago that the average fellow, that average honest taxpayer,
has begun to think of himself as a chump. The big boys have had all the tax
loopholes, yet he, the average American taxpayer, is stuck with a big
withholding taken out of his tax avery week,

In all the years that I have been in Congress, the majority of us have agreed
on the need to help this average American citizen, this middle class. fellow. We
have all agreed on the idea of tax reform, but after agreeing on the idea of tax

reform, every Congrees since 1952, has adjourned without doing anything about
it,
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eliminates 6 million people from the tax rolls. Inetead of adding burdens to
those on the bottom, it reduces taxes for millions of low~income people, Just
think of the poor person at the bottom. He pays an income tax and he pays a
Social Security tax. He may pay $400 or $500 or $600, but if you eliminate that,
it could be the difference in getting out of the rut that they have been in for
80 many years. Over 5 years it would cut the taxes of the lower income people by
$40 billion, It gives them an incentive to work and to support themselves., It is
2 $40 billion program of economic relief and economic opportunity.

I have been around here for Years and I have geen the fight on poverty. I
have seen what we have done on poverty, but this is the best antipoverty bill
that has been in this House, I would have to say, in at least half a dozen

years,

It is a fair bill. It shiftg the burden of taxation from the average
individual taxpayer to those who have avoided taxes through the years.

- 1t opens the windows of economic opportunity by plugging ioopholes of
inequality. . .

Now, this is not a partigan measure. It took a great deal of effort to
overcome the giant barriers to reform. It took the Bill Bradleys, the Dick
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Gefhardts, and Danny Rostenkowski, who wers out there selling this goepel and
all the members of the committee. It took the White House and the Treasury
Department to respond of fairness, an issue raised in the areng of partisan

debate, and to produce a measure that made tax reform a bipartisan matter. That
is what this is, a bipartisan matter, :

Most of all, it took the efforts of Members of the House. I am so proud of
Dan Rostenkowski, to meet this great body’s responsibility under the
Constitution of the United States.

Like it or not, when You ware elected to the Congress of the United States,
you accepted a duty to ensure that this country has the best and the fairest Tax
Code, :

Now the time has cone. Today, this particular Congress has devoted more time,
more energy, more emotion to keeping this pledge that both parties have made for
80 many years, The time for debate is over, so is the time for offering
refinements or modifications or amendments.

| There are no multiple choice questions. The choices are down to two. You vote
~ "aye," you set in place a new comprehensive Tax Code.
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You vote "no," you add a lager of fresh cement on a tomb that will encase the
foundations, and you will not talk about tax yeform again for years,

My colleagues, we have come too far down the road now to waiver. We have
accomplished too much to give it up. We have struggled too long to fail now.

Lot us say "yes" to change. Let us say "yes" to fairness. Let us say "yes" to
a4 brighter new day for the American taxpayers. Let us not wait another 50 years
for reform. Let us move forward by voting "yes" on this bill today.

Mr, WEISS, Madam Speaker, I rise to express my admiration for the
distinguished chairman, the gentleman from Illinois [Mr, Rostenkowski], for a
phenomenal accomplishment., A

MADAM SPEARER, I RISE IN RELUCTANT OPPOSITION TO THE CONFERENCE REPORT ON
H.R, 3838, THE TAX REFORM ACT OF 1986. ‘

THE CASE FOR MEANINGFUL TAX REFORM CONTINUES TO BE STRONG AND UNDENIABLE. IN
RECENT YEARS, BOTH BIG BUSINESS AND THE WEALTHIEST INDIVIDUALS IN OUR NATION
HAVE BEEN ABLE TO AVOQID PAYING THEIR FAIR SHARE OF TAXES BY EXPLOITING
LOOPHOLES, EXEMPTIONS, AND PREFERENCES. THE LATEST FIGURES DEMONSTRATE THAT 130
OUT OF 250 PROFITABLE CORPORATIONS FAILED TO PAY ANY FEDERAL INCOME TAX IN AT
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The SPEAKER pro tempore. Under a previous order of the House, the gentleman
from California (Mr, Panetta] is recognized for 5 mninutes.

%;,.RANETTA. MR. SPEAKER, I AM INTRODUCING TODAY A RESOLUTION AUTHORI%ING THE
PRESIDENY TO DESIGNATE THE WEEK OF APRIL 12-18, 1987, as "NATIONAL WEEK OF THE
AMERICAN TAXPAYER."

THIS, OF COURSE, IS THE WEEK IN WHICH APRIL 15 FALLS, WHICH IS THE TIME BY
WHICH MOST AMERICANS ARE REQUIRED TO FILE THEIR INCOME TAX RETURNS., IT IS AN
APPROPRIATE TIME TO PAY RECOGNITION TQ THE AMERICAN TAXPAYER, ON WHOSE SHOULDERS
RESTS THE BURDEN OF PAYING FOR GOVERMENT AND ON WHOSE HARD WORK THE VITALITY AND
SECURITY OF THIS NATION DEPEND.

IT IS ESTIMATED THAT THE TAXPAYERS OF THIS NATION WILL PAY MORE THAN $1.258
TRILLION DURING 1986 IN FEDERAL, STATE, AND LOCAL TAXES. THIS I§ SOME 30 PERCENT
OF OUR ENTIRE GROSS NATTIONAL PRODUCT. CLEARLY, THE COSTS OF GOVERNMENT AT ALL
LEVELS HAVE COMBINED TO IMPOSEH AN ENORMOUS WEIGHT ON THE AMERICAN PEOPLE,

WHAT MAKES THIS TAX BURDEN PARTICULARLY ONEROUS TO SO MANY PEOPLE IS THE
PERCEPTION THAT IT FALLS DISPROPORTIONATELY ON THOSE WHO ARE LEAST ABLE TO
AFFORD IT =- MIDDLE~ AND LOW-INCOME TAXPAYERS, THE TAX REFORM EFFORT WHICH
IS NEARING A CONCLUSION HERE IN CONGRESS IS A RESPONSE TO THE UNFAIRNESS AND
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IRRATIONALITY OF OUR CURRENT Tax CODE. TAXPAYERS DO NOT FEEr, BURDENED JusT
BECAUSE OF THR AMOUNT OF TAXES THEY PAY. THEY RESENT THE racy THAT SOME
TAXPAYERS, PARTICULARLY WEALTHY AND CORPORATE TAXPAYERS, ARE ABLE T0 EXPLOIT
POPHOLES IN THE TAX CODE 7O AVOID PAYING THEIR YAIR SHARE OF TAXES. OF COURSE,
_AVERAGE' TAXPAYER WHO CANNOT TAKE ADVANTAGE OF SPECIAL TAX PROVISIONS MUST

-~ e

»

AND STILL, DESPITE THE UNEAIRNESS AND DESPITE THE LEVEIL, OF TAXATION, THE
FEDERAL, GOVERNMENT EACH YEAR PALLS $200 BILLION SHORT OF PAYING ITS BILLS.

MR. SPEAKER, THIS RESOLUTION WILL NOT REFORM 7HE TAX CODE. NOR WILL IT
EASE THE TAX BURDEN IN THIS COUNTRY. BUT I DO BELIEVE IT WILL LET THE AMERICAN
TAXPAYER KNOW THAT CONGRESS AND THE ENTIRE FEDERAL GOVERNMENT.RECOGNIZE THERE
WOULD BE NO GOVERNMENT WITHOUT HIS AND HER HARD WORK AND SACRIFICE. I HOPE MY

N

FOLLOWING IS THE TEXT OF MY RESOLUTION:

H.J. RES. 703

Joint resolution to authorize and raquest the Presgident to designate the weak
beginning April 12, 1987, as "National Week of the American Taxpayer"
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are not spoken by a Member of the House on the floor.

MR, HAMILTON. MR. SPFAKER, I WOULD LIKE TO INSERT MY WASHINGTON REPORT FOR
WEDNESDAY, SEPTEMBER 3, 1986, INTO THE CONGRESSIONAL RECORD:

TAX  REFORM

Last week a House-Senate conference committee agreed to the most sweeping
revigion of the federal tax code in its 73-year history. the bill will affect
every American and every corner of the economy. The tax bill will be sent to the
House and Senate for one up or down vote, with no amendments permitted. It is
almost sure to be approved by Congress and signed by the president. |,

The effects of this legislation aren’t easy to predict, but the bill
represente a fundamental change in tax policy. It neasserts the income tax's
primary purpose as a collector of revenue, and reverses a 40-~year practice of
using the code as a major tool for hidden industrial policies and social and
aconomic engineering. It attempts to lessen the importance of the tax code in
dally decision-making. It goes a long way toward leveling the economic playing
field., It attempts to achieve equity and guarantee that poor people don‘t pay
moxe taxes than some millionaires, and that people in the middle class will no
longer pay taxes at a higher rate than some corporations. The result is a
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(8)

(9)

(10)

(11)

$500 BILtION DEFICIT REDUCTION PROGRAM

Deficit Reduction: The largest reduction program in history .
~- half-a-trillion dollars.

Tax Reduction: A tax rate cut -- from 33% to 31% -- for
about 3.5 million mlddle/upper-mlddle income taxpayers, and

an overall decrease in taxes paid by those with incomes
under $20,000.

Entitlement Reform: The first comprehensive and substantial

reform of mandato;y("entltlement“ programs -- about $100
billion in sav1ngs from:

Farm program reforms;

FHA reforms;

Student loan reforms;

Veterans Program reforms;

Postal subsidy reforms;

Federal Employee benefit reforms,
Medicare reforms.

00000O00O

Discretionary Program Caps: Firm, fixed, five-year caps on
overall discretionary spending -- in law, on day one.

o . Automatic "mini-sequesters" -- in law =-- to keep
domestic and international spending from growing any
faster than inflation:;

o "Nunn levels" for defense to allow orderly defense
build-down without threatening national security.

Energy Security: incentives for both conservation and for
exploration and development of domestic energy resources.

Child care: a major reform and expansion of child care --
with emphasis on tax credits to people, block grants to
states, and vouchers.

Credit Reform: a new federal accounting and budgeting
system to expose and limit previously hidden (and rapidly
growing) liabilities.

Social Security: Social Security fully protected and taken
off-budget.

Enforcement and Process Reform: toughest enforcement system
ever; Gramm-Rudman extended and strengthened -- with caps,
mini-sequesters, credit reform, and pay-as-you-go.

Threats avoided: income tax rate increase; Social Security
hit; excessive national security hit; indexing delay:
sequester; etc.

Growth: allows interest rates to be lower than they would
otherwise be (NOTE: 1.5% lower means 100-150,000 more
housing starts; 500,000 more auto sales; typical mortgage
payment reduced by over $100/month; more long-term
investment, productivity, jobs.)
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Dear Colleague:

Attached are preliminary estimates and descriptions of deficit reduction in
the reconciliation conference report. As of 1 p.m. Friday conferees have
completed action in most areas but final details are not available for the
Medicare, Medicaid and revenue sections. That information will be provided
as details are available. Currently committee staffs are drafting
legislation and we are making every effort to have the reconciliation
conference report on the House floor later this evening.

Questions on specifics should be directed to the Budget Priorities section of
the House Budget Committee at X67166.

Sincerel

PANETTA
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COMPARISON OF
AND HOUSE-

Directive

;r Fees™.. .onenracreott
Zoast Guard user fees............

T e TAXES. . cvooncrsnrorns
:322231 Zone Management Fees..

Committee total

=057 OFFICE

Lump-Sum Retirement Option....
Postal Service........oconnn
Fr4B limits age 65+...........
fE4B Administrative Reforms...
2z portability.......c.oonetn
camputer Matching & Pricing...

NA NA

Committee total 1/...

#LELIC WORKS

TPA fees M. iciniiiaiannannenns
iviation reauthorization......
corps of Eng. rec. fees.......

Comittee total......

SCTENCE, SPACE & TECHNOLOGY

*0AA User Fees...... e
nuclear Waste Fund Fees.......
%adcn Program User Fees.......

Committee tota!l

VETERANS

Compensation. ......c.veeenrenns
vocational Rehabilitation.....
Campensation and Pensions.....
Third-party Collections.......
PERSTIONS .. avvrereannsannsnss
HOUSING. v eoennanarsessassanss
Remarried Spouses.............
Prescription Orugs............
Medical Care Eligibility......
Miscellaneous Reforms.........

NA NA

Committee total

wAYS & MEANS
c Medicare .. it
Social Security.............e.
Cther income security.........
Child care grants.............
Customs Service User Fees
IRS user fees
?3GC*

PREE T TR B B

Committee total:
Mandatory/fee savings...... -3.320 -55.603
Deficit reduction........ DR -2.000 -20.000
e Revenues........coeoeeee REV -13.225 -118.800

Committee total....OR -18.545 -194.403

N

RECONCILIATION DIRECTIVES
AND SENATE-PASSED BILLS
(deficit reduction in billions of

dollars)
Conference
House-passed Senate-passed Agreement (C80)
FY 1991  S-Year FY 1981 S-Year | FY 1991 S-Year
-0.042 -0.254 -0.022 -0.154 -0.028 -0.180
-0.028 -0.173 -0.200 -1.080 -0.155 -0.88S
-0.190 -0.950 NA NA -0.053 -0.266
_" -.' NA NA -" -"
-0.260 -1.3n7 -0.222 ~-1.234 -0.236 -1.331
-1.430 -7.550 -1.230 -8.050 -1.390 -7.600
-0.780 -5.795 -0.746 -4.799 -0.710 -4.680
NA NA -0.190 -0.865 0.000 "~ -0.790
-0.216 -1.118 -0.176 -1.07% -0.216 -1.115
NA NA -0.006 -0.030 -0.006 -0.030
0.000 -0.135
-2.426 -14.460 -2.348 -14.818 -2.322 -14.350
-0.042 -0.254 -0.022 -0.1%4 -0.028 -0.180
0.000 0.244 NA NA v e
NA NA -0.020 -0.100
-0.042 -0.010 -0.042 -0.254 -0.028 -0.180
~0.001 -0.008 -0.005 -0.027 -0.002 -0.012
-0.005 -0.025 NA NA v ...
- vee .. .. -0.002 -0.008
-0.006 -0.033 -0.005 -0.027 -0.004 -0.020
-0.125 -0.291 -0.125 -0.778 -0.125 -0.291
-0.020 -0.180 -0.063 -0.574 -0.020 -0.180
-0.010 -0.334 -0.010 -0.334 -0.010 -0.334
-0.113  -0.734 -0.113  -0.9%0 -0.113 -0.826
-0.045 -1.056 -0.045 -1.100 -0.067 -1.180
-0.073 -0.073 -0.098 -0.416 -0.083 -0.093
-0.019 -0.374 -0.019 -0.374 -0.019 -0.374
-0.066 -0.085 -0.066 -0.411 -0.066 -0.085
-0.035 -0.045 -0.035 -0.217 -0.035 -0.045
-0.121 -0.430 -0.074 -0.865 -0.083 -0.257
-0.627 -3.602 -0.648 -6.059 -0.621 -3.665
-3.710 -43.812 -4.156 -48.267 -3.710 -43.812
... =0.071 -0.083 -0.046 ... =0.071
NA NA 0.001 0.013 . s
NA NA 0.039 0.299 cee
e, =2.292 0.001 -2.287 .
-0.045 -0.225 NA NA -0.045
-0.120 -0.640 -0.120 -0.640 -0.120 -0.640
-3.875 -47.040 -4.324 -51.928 -3.875 -47.040
NA NA NA NA NA
-22.400 -148.600 -17.500 -142.100 | -14.670 =147.363
-26.275 -195.640 -21.824 -194.028 | -18.545 -194.403
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COMPARISON OF RECONC!LIAT!ON‘DIRECTIVES
AND HOUSE- AND SENATE-PASSED BILLS
(deficit reduction in billions of dollars)

Directive

~suse committee:

A3RICULTURE
iriple base.........ceviiunnne
Ceficiency pmnt. calculations.
39 ARPS. ...
Zairy assessments........... -
srigination/service fees...... NA NA
Subtotal, commodity programs
R N 171, T
“-rA farm loans..........c.....
APHlS fees....oiiiiiina..
tivings in Farm Bill..........

Committee total...... -1.022 -13.627

Zink Insurance Fund...........
7210 borrowing authority......
“rigrity of FDIC claims.......
T-a Reforms................... NA NA
“=A Assignment Waivers........
“=A maximum mortgage amount 2/
“icod & Crime Ins. Programs...
1Coin Redesign)...............

Comnittee total......

TSUCATION & LABOR

itafford Loans (GSL)........

el LT o

TSHA/MSHA fees............... NA NA
Chnild labor civil penalties...

SLRA civil penalties........

Committee total....DR -0.215

$.EQGY & COMMERCE

RC fees™. ..., NA NA
Ra:lroad Safety Fees..........
PA fees T,

Cormittee total......

COVERNMENT OPERATIONS

SRC Fees ", . ... .......
Tongass Timber................ NA NA

Cerps of Eng. rec. fees.......
Uranium enrichment*...........

Committee total......

JUDICIARY

House-passed

-0.315 -3.364
-0.435 -0.945
-0.058 -0.840
-0.003 -0.166
-0.811 -13.221

-0.028 -0.204
... <-0.618
-0.010 -0.014
NA NA
NA NA
-0.325 -2.3%0

Senate-passed

'
—
o
]
r—
~N
W
-~
(T3

-0.398 -2.052
-0.091 -0.495
-0.091 -0.495

Conference
Agreement (CBO)

-0.868 -9.085
... =0.755
-0.289 -0.90%
-0.051 -0.822
-0.010 -0.328
-1.218 -11.896
-0.024 -0.516
-0.280 -2.114
-0.058 -0.413
........ PO gt N

-1.581 (-14.939
-1.100 -9.000
-0.003 -0.012
-0.216 ' -1.815
-0.212 -1.010
0.000 -0.568
-0.014 -0.833
(...) {-0.040)

-3.710 -43.812
-0.061 -
-0.287 -1.554
-0.020 -0.169
-0.028 -0.180
-0.010 -0.078

~—

Cnpen



COMPARISON OF RECONCILIATION DIRECTIVES
AND HOUSE- AND SENATE-PASSED BILLS
(deficit reduction in billiocns of dollars)

+ = guess

/.

-2/

/

ta

rouse comnittee:

Directive

ALL COMMITTEES (w/o double counts):

MANDATORY/FEE SAVINGS.. -8.867 -103.636
DEFICIT REDUCTION....DR -2.215-723.770—
REVENUES............ REV -13.226

Joint jurisdiction, double-counts not included in the totals:

Less than $500,000

00D portability is a revenue item and only half of computer
with Energy & Commerce receiving the other half.

to this Committee

The conference figures do not include the savin
increase in the FHA maximum mortgage amount bec
-in the conference report on the FY 1991 VA-HUD

House on October 20, 1990.

-118.800

House-passed

-10.863 -103.817

) NA NA

-22.400 -148.600

Senate-passed

-10.934 -110.147
NA NA
-17.500 -142.100

privacy is scored

gs (-$181 million) from the first-year
ause these savings also were included
Apropriations bill which passed the

These savings were credited to Post Office and Energy and Commerce Committes.

%OTES: A1l amounts are outlays unless specified as REV (revenues) or DR (deficit

NA

reduction -- outlays and revenues combined).
as minuses because they reduce deficit.

= Not applicable -- the reconciliation
from specific programs.

') oS FROM mMED I caqrd
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Revenue increase are reflected

directives did not assume savings

Conference
Agreement (C80)
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DESCRIPTION OF RECONCILIATION SAVINGS

Agriculture Committee

The conference agreement assumes the following savings:

Establishes a triple base plan which reduces the amount of farm
acreage eligible for crop subsidies by 15% for crop years 1991-
95. In return, producers will be able to grow program crops,
oilseeds and non-program crops (except fruits and vegetables) on
the flexible acres. Crops planted on the flexible acres will not
be eligible for deficiency payments but would be for crop loans.

Changes the calculation of deficiency payments on wheat, feed
grains, and rice to a 12-month national average market price in
1994 and 1995, rather than the current 5-month average price.

Mandates a 1991 crop year acreage reduction program of 15% for
wheat and 7.5% for feed grains.

Establishes a service fee on CCC dairy purchases of 5 cents per
hundredweight in FY 1991 and 11 cents per hundredweight thereafter
as an offset to the costs of the dairy support program.

Establishes a program service fee of 1% on sugar, peanuts, honey,
and tobacco loans and deducts 1% from wool and mohair payments.

Establishes a new marketing loan program for oilseeds at $5.02 per
bushel with a 2% loan origination fee for deficit reduction
purposes.

REA direct loans would be reduced by approximately 25%, and REA
loan guarantees increased correspondingly.

Shifts about 50% of FmHA farm loans from direct loan to
guaranteed loans over the next § years.

Establishes user fees to recover the costs of inspecting common
carrier passengers arriving in the U.S. for agricultural products
and pests by the Animal and Plant Health Inspection Service.

Eliminates spending increases provided in the 1990 farm bill
passed by the House for food stamps and other programs in the
jurisdiction of the Agriculture Committee. This is necessary to
bring the farm bill down to baseline levels.

GATT Trigger--The reductions in the commodity price support
programs are made contingent upon the implementation of an
agricultural trade agreement resulting form the Uruguay Round of
GATT. If such an agreement is not negotiated by June 30, 1992,




commodity export promotion programs would be increased and a
marketing loan for wheat and feed grains would be implemented. If
an agreement is negotiated, but not put in force by June 30, 1993,
the Secretary of Agriculture would be authorized to restore the
reductions made in reconciliation.

Banking, Finance, and Urban Affairs Committee

The conference agreement assumes the following savings:

Changes in the Bank Insurance Fund program which grant the FDIC more
flexibility to increase commercial bank insurance premiums. As a
result, it is estimated that commercial bank deposit insurance premiums
would increase to .195 percent on January 1, 1991 and to .23 percent on
January 1, 1992. This provision saves $1.1 billion in 1991 and $9.0
billion over.5 years. The agreement also includes a provision which
allows the FDIC to borrow from the Federal Financing Bank (FFB), saving
$3 million in 1991 and $12 million over S years.

Reforms of the FHA mortgage insurance program agreed to in the
conference on the housing reauthorization bill, which save $216
million in 1991 and $1,815 million over S5 years. These reforms
include changes in the down payment and mortgage insurance premiums
required for FHA mortgage insurance. These reforms are expected to
restore the single family FHA insurance program to actuarial soundness.

Establishes permanent increase in the maximum mortgage amount eligible
for FHA insurance to $124,875. This increase generates additional
insurance volume and, hence, additional premium receipts for FHA, which
are expected to total $568 million between FY 1992 and 1995. These
figures do not include the savings (-$181 million) from the first-year
increase in the FHA maximum mortgage amount because the provision also
was included in the conference report on the FY 1991 VA-HUD
Appropriations bill which passed the House on October 20, 1990.

Provides for annual subsidy payments to the holders of mortgages
otherwise eligible for assignment to FHA in order to bring the yield on
those mortgages up to current market yields. In return, the holders of
the mortgages would waive their existing option to assign those
mortgages to HUD and receive a payment for the remaining principal
amount of the mortgage in the form of an FHA debenture. The current
market yield would be determined, if necessary, through an auction of
the mortgage, including the interest subsidy, by the current holder to
other private investors. This provision saves $212 million in 1991 and
$1,010 million over 5 years.

Extends the National Flood and Federal Crime Insurance programs for FY
1992 through 1995, which saves $304 million in 1992 and $609 million
over four years. Under current law, these programs are scheduled to
expire at the end of FY 1991. The agreement also allows FEMA to
increase flood insurance premiums to cover the administrative costs of
the flood insurance and flood management programs, saving $14 million
in 1991 and $224 million over 5 years.




The conference agreement assumes the following savings:

Stafford Student Loan Program:

Requires 30 day delay in disbursement of loans to all first;time
borrowers;

Requires borrowers without a high school diploma or GED to take
and pass an independently administered test;

Eliminates from all student loan programs any school with a calculated
default rate over the last three years in excess of 35 percent for 1951
and 1992 and 30 percent or more for 1993 and beyond (does not apply to
Historically Black Colleges or Universities or Tribally Controlled
Community Colleges until July 1, 1994);

Extends the current limitation on SLS loan limits in short-term
programs; : :

Extends the current limitation on SLS loan program eligibility for
borrowers attending schools with a calculated default rate in excess of
30 percent;

Prohibits eligibility of a school filing bankruptcy;

Amends the Bankruptcy Code to tighten laws as they relate to student
borrowers; and

Mandates supplemental pre-claims assistance on all delinquent loans and
reimburse guarantee agencies for successfully preventing a default
claim through early intervention.

Pension Benefit Guaranty Corporation:

Increases the flat premium from $16 to $19 and the variable rate
premium from $6 to $9 (capped at $53 per participant) under the Pension
Benefit Guaranty Corporation. ,

OSHA/MSHA Revenues:

Increases by seven times the maximum civil penalties that can be
imposed by the Occupational Safety and Health Administration
(OSHA) for violations of OSHA laws with a mandatory minimum
penalty of $5,000 for a willful violation.

Increases by five times the maximum civil penalties that can be imposed
by the Mine Safety and Health Administration (MSHA) for violations of
MSHA Taws, with no minimum penalty.
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Pension Reversions:

. Transfer of excess pension plan assets to health benefit plans and
excise tax on pension Plan reversions.

Energy and Commerce Committee

The conference agreement assumes the following savings:

. Establishes Nuclear Regulatory Commission (NRC) user fees which
fully recover NRC cost » Which results in savings of $287 million
in FY 1991 and $1,554 million over 5 years.

n Establishes Railroad safety fees which total $20 million in Fy
1991 and $169 million over 5 years.

. Establishes travel and tourism fees which generate savings of $14
million in FY 1991 and $79 million over § years,

. Authorizes the Environmental Protection Agency (EPA) to assess
additional fees for certain permits and activities, which
increases receipts by $28 million in FY 1991 and $180 million over
5 years. -

Judiciary Committgg

The conference agreement assumes the following savings:

(] Establishes a 69 percent surcharge on certain existing patent and
t : : :

of the costs of the Patent and Trademark Office, saving $102
million in 1991 and $495 million over 5 years. The provision also
establishes statutory ceilings on an annual basis and other
controls on the use of these fees by the Patent and Trademark
Office. '

Interior and Insular Affairs Committee

The conference agreement assumes the following savings:

] Eliminates the permanent appropriation for the Tongass Timber
Supply Fund, which saves $28 million in 1991 and $204 million over
5 years; .

Increases existing Nuclear Regulatory Commission (NRC) fees to
recover 100 percent of the NRC costs incurred in regulating
nuclear power plants, which would save $287 million in 1991 and
$1.544 billion over 5 years; and

. Reauthorizes reclamation fees collection for use in cleaning up
abandoned coal mines, which increases receipts by $832 million -
over 5 years.



Merchant Marine and Fisheries Committee

The conference agreement assumes the following sévings:
EPA Fees

] Authorizes the Environmental Protection Agency to assess additional
fees for certain permits and activities.

Coast Guard Fees

. Allows the Coast Guard to collect direct fees for services, including
inspection and examination of vessels; licensing of masters, mates,
pilots and engineers; and the engagement and discharge of seamen, and;

. Establishes a schedule of fees for owners of boats over 16 feet in
length using United States navigable waters where there is a Coast
Guard presence.

Tonnage Duties

. Increases the tonnage charges presently collected from vessels
arriving in the United States from foreign ports.

Coastal Zone fees

s Establishes fees to recover to costs of processing appeals under
section 307 of the Coastal Zone Management Act.

Post Office and Civil Service Committee

The conference agreement assumes the following savings:

. Suspends for five years the lump-sum retirement option effective
December 1, 1990. Employees retiring on or before November 30,
1990 would not be affected by the suspension of the lump sum
benefit. Exemptions are provided for workers with a terminal .
illness, Federal workers who are mobilized because of Operation
Desert Shield and employees who are classified as involuntarily
separated. The lump-sum proposals save $1,390 million in fiscal
year 1991 and $7,600 million over five years.

s Requires Federal Employee Health Benefit (FEHBP) carriers to
implement cost-containment measures including: exempting the
FEHBP from State premium taxes; requiring improved coordination
between the Office Of Personnel Management and the Department of
Health and Human Services in order to ensure that Medicare's
payments and limits can be correctly applied when the FEHBP
carriers make a secondary payment; instituting mandates for cash
management controls in administering payments froam the Employees
Health Benefits Fund and applying Medicare hospital payment limits
to payments to providers of services to FEHBP annuitant enrolles
who are age 65 and older but not eligible for Medicare (effective



MAJOR PROVISIONS IN BUDGET  PROCESS REFORM PACKAGE

PROVISIONS SPECIFICALLY ENFORCING THE FIVE-YEAR BUDGET PACKAGE

] Discretionary Spendin Limits There are ceilings on defense,
international, and domestic discretionary spending in Fiscal Years 199]-
1993, and a single ceiling on total discretionary spending in Fiscal Years
1994-1995. These ceilings are enforced by an end-of-session sequester
applied across-the-board solely to the corresponding category.

spending or reduction in revenues after enactment of the current

revenue increases. Otherwise there will be a special reconciliation to
eliminate any net revenue lToss and a sequéster to eliminate any deficit

increase. The sequester would come from entitlements, except those that

. Pay-As-You-Go for Entitlements and Revenues Any increase in direct
| are exempt.

OTHER ENFORCEMENT AND REFORM PROVISIONS

| . Social Security Completely Off-Budqget Social Security receipts and

B disbursements would be removed from the Gramm-Rudman-Ho]]ings (GRH) law.

: (Social Security is already off-budget.) The Social Security trust funds
would be protected by "firewall" points of order in the House and Senate
against legislation which would reduce trust fund balances.

" Multi-year Budqeting and Enforcement To prevent temporary savings and
timing shifts, budget resolutions in each year through Fiscal Year 1995
would be for five years, with five-year 302(a) discretionary spending
allocations, revenye floors, and reconciliation. The budget resolution
would be required to conform to GRH limits.

. Deficit Targets GRH is extended through 1995, with new Fiscal Years 199]-
1995 deficit targets to reflect current economic and technical assumptions.

1993 budget cycles to prevent sequesters due only to changes in economic
and technical assumptions. (Hence only "categorical sequesters," based on
policy violations, as described above, could occur in Fiscal Years 1991-
1993.) In Fiscal Years 1994-1995, the GRH system would return to fixed

President exercised an option to fully adjust the targets for later
economic and technical reestimates.

. Locked-in Estimating Assumptions The economic and ‘technical assumptions
used in estimating the President’s budget would be locked-in for the GRH
Séquestration projection later in the year. Congress would no longer be
aiming at "moving targets" as the President altered his estimating
assumptions during the year,

. Credit Reform Budget accounting for credit programs is modified to reflect
true economic costs instead of cash flow. _ )
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The conference agreement assumes the following savings:

Increases existing NOAA user fees based on the fair market value
of a variety of NOAA products and services, which saves $2 million
in 1991 and $12 million over 5 years.

Authorizes EPA to assess fees to offset the costs of EPA radon
research program, which saves $2 million in 1991 and $8 million
over 5 years. '

Veterans’ Affairs Committee

The conference agreement assumes the following savings:

Eliminates compensation for mentally incompetent veterans whdse
incomes exceed $25,000 which would save $125 million in FY 1991
and $291 over § years;

Requires pension reforms such as eliminating the presumption of
total disability at age 65, reducing pensions to Medicaid nursing
home patients, and verifying income through IRS would save $67
million in FY 1991 and $1.2 billion over 5 years;

Establishes a VA medical care cost recovery fund, modifying co-
payments and deductibles, and requiring a $2 monthly fee for
outpatient drugs would save $214 million in FY 1991 and $956
million over § years;

Limits vocational rehabilitation to veterans with disability
ratings of 20% or more would save $20 million in FY 1991 and $180
million over 5 years;

Changes in the manufactured home loan program and a 0.625%
increase in VA housing loan origination fees for 1 year would save
$83 million in FY 1991 and $93 million over 5 years;

Eliminates burial headstone and marker allowances and limiting
the burial plot allowances would save $30 million in FY 1991 and
$166 million over 5 years;

Prohibits the payment of compensation for secondary effects of
willful misconduct such as alcohol or drug abuse which would save
$10 million in FY 1991 and $334 million over 5 years;

Repeals benefit restoration eligibility for remarried survivors
which would save $19 million in FY 1991 and $374 million over 5
years; and :

Rounding down compensation €OLAs and requiring disclosure of
social security numbers would save $53 million in FY 1991 and $91
million over 5 years. :

PRI )



January 1, 1992). These proposals save $216 million in fiscal
year 1991 and $1,905 million over five years.

Requires the Postal Service to pay the employer FEHBP premiums for
those postal employees (and survivors) who retired after June 30,
1971 (postal reorganization), but prorates the Postal Service’s
liability to reflect only that portion of total service performed
as_an employee of the Postal Service. This proposal saves $116
million in fiscal year 1991 and $594 million over five years.

Requires the Postal Service to fund Civil Service Retirement
System (CSRS) cost-of-living adjustments for postal retirees (and
survivors) who retire after postal reorganization. The payment is
prorated to reflect only that portion of total service performed
as an employee of the Postal Service. The fiscal year 1991 saving
is $322 million and the five year savings are $1,946 million.

Requires the Postal Service to make payments to the Civil Service
Retirement and Disability Fund and the Employees Health Benefits
Fund to fund 1iabilities incurred between July 1, 1971 and
September 30, 1986. Payments are spread over fiscal years 1991
through 1995. The fiscal year 1991 saving is $272 million and the
five year savings are $2,140 million. _

Amends H.R. 5450, the House-passed Computer Matching and Privacy
Protection Act Amendments of 1990 in terms of the time required by
Taw to notify recipients of Federal benefit programs about the
results of a computer match prior to taking adverse action against
individuals. The bill is also amended to establish an alternative
to independent verification requirements set up in 1988. The
savings credited to this committee in FY 1991 is zero and the
five-year savings are $135 million.

Assumes the provisions of H.R. 3139, the Portability of Benefits
for Department of Defense Nonappropriated Fund Employees Act of
1989. The Act allows the Department of Defense to reorganize the
nonappropriated fund (NAF) work force which would cause up to
6,000 NAF employees to be converted to the civil service and up to
2,000 civil service employees to be converted to nonappropriated
fund status and provides for appropriate transfer of employee
benefits. The fiscal year 1991 saving is $6 million (revenues)
and the five-year savings are $30 million.

Public Works and Transportation Committee

The conference agreement assumes the following savings:
Environmental Protection Agency Fees:

Authorizes the EPA to assess additional fees for certain permits and

activities.
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#PARISON OF FIVE-YEAR DEFICIT RED

UCTION IN SUMMIT AGREEMENT AND RECONCILIATION

fillons) —
Senate-passed Tentative Conference
Summit Agreement Reconciliation Recongciliation
$ % $ % $ %
L —
~ SPENDING:
Discretionary (current status)................... 182.4 36.1% 182.4 36.0% 182.4 37.2%
Entitlement and mandatory: '
AGHCUIUIE....cvvanniiiirivanerianecerneenrerenennnne : 13.0 2.6% 15.1 - 3.0% 14.9 3.0%
Federal workforce and retirement........... 14.4 2.8% 15.1 3.0% 14.5 3.0%
Stafford 1oans (GSLS).......u.eeceiererrcrernrenn 2.0 0.4% 2.0 0.4% 1.7 0.3%
FHA reforms....cccceevenerenneeneceinnne revereterenes 3.4 0.7% 4.1 0.8% 4.1 0.8%
VOLEraNS.....cccceeeriereeerienerertuririensnsiesenene 2.7 0.5% 6.1 1.2% 3.7 0.7%
(0o - SO 8.1 1.6% 0.9 0.2% 0.2 0.0%
MediCare......ccceeeerrenerreneerinrerennanerennnanne 60.0 11.9% 49.3 9.7% 43.0 ' 8.8%
Medicaid......c.ccevieiiieiirinrenirenncieeneenieeennns 24 0.5% - 29 0.6% 3.1 0.6%
Entitlement add-backs..........c...eceuvnrenene. -4.1 -0.8% =2.9 -0.6% =2.5 - =0.5%
Subtotal, Entittements..........ccoceveenrennnen 101.8 20.1% 92.6 18.3% 82.7 16.9%
User Fees:
Bank Insurance Fund...........ccccerevneennnne 9.0 1.8% 9.0 1.8% 9.0 1.8%
Coast GUArd.......ccceeermuniiinnnvenrenniernnneene. 1.1 0.2% 1.1 0.2% 0.9 0.2%
NRC....oirvctnen e, 1.6 0.3% 1.6 0.3% 1.6 0.3%
OSHA/MSHA......ccovrcirtiiireiiereereverrenes 1.1 0.2% 0.8 0.2% 1.1 0.2%
CUSIOMS. .. ciirrerreeireecrereirnrroseseranseseessses 2.3 0.5% 2.3 0.5% 2.3 0.5%
0] (1 1= S 3.7 0.7% 25 0.5% 2.7 0.5%
Subtotal, User Fees......c.ccccvveeenrvinnennnes 18.8 3.7% 17.2 3.4% 17.5 3.6%
Total Mandatory...........cceeverennnninscsnnns 120.6 23.9% 109.8 21.7% 100.2%”  20.4%
TOTAL SPENDING.......ccccuvirriennirrenenen 303.0 59.9% 292.2 57.6% 282.6 \ 57.6%
REVENUES:
Tax credits/incentives/other losers............ -24.0 -4.7% -29.1 1 -5.7% NA / 0.0%
Revenue raisers........ccoevenvene. veveeresererecens 153.9 30.4% 171.2 & 33.8% 138. 28.1%
IRS enforcement initiative..............c......... 9.4 1.9% 9.4 1.9% @% 1.9%
TOTAL REVENUES.........covvvvvveivirinnnnns 139.3 27.5% 151.5 29.9% 147.4 "~ 30.0%
NET INTEREST.....cccciiitinietinrrencreieeneenns 63.3 12.5% 63.5 12.5% 60.5 12.3%
TOTAL DEFICIT REDUCTION.......cccvveen.e 505.6 100.0% 507.2 100.0% 490.5 100.0%

Details may not add to totals due to rounding.

Discretionary savings not specified by category in 1994 and 1995.

Summit Agreement does not include Child Care.

Congressional Budget Office, Joint Committee on Taxation, and staff estimates.

Prepared by SBC Minority Staff, October 26, 1990.
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/SUPPLEMENTAL INFANT CREDIT.- ‘
*(A) IN GENERAL.~In the case of a taxpayer with a qualifying
1 who has not attained age 1 as of the close of the calendar
in which or with which the taxable year of the taxpayer
"(i) the credit percentaqe shall be increased by 4
percentage points and
"(ii) the phaseout percentage shall be increased by

2-5/6 percentage points. '

The percentages under this paragraph shall be in addition to the
percentages determined under paragraph (2) [An EITC young child
supplement and the EITC) with respect to such child.

" (B) ELECILiON BETWEEN DEPENDENT CARE CREDIT AND CREDIT FOR
CHILD CLAIMED UNDER THIS PARAGRAPH.-If the taxpayer elects to
take a child into account under this paragraph, such child s=hall
be treated as not being a qualifying individual under section
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ROUGH OUTLINE OF PROPOSAL

All Expiring Provisions - one Year
HI at $125,000
31% rate/24% amMT
PEP - 2% - $2500 =~ 100K/125K/150K (;‘yww?
- Pease 3% - 100K (cosmetic Surgery not a deductlon)($7--~*?)

No Small Business Expensing
Estate Freeze language
Disability Access Credit

1 Year aMT tangible property preference repeal -~
Some Child care

double gas guzzler

tobacco

Ozone

LusT

Airport

Harbor

P&C salvage value

DAC at $8 billion

Compliance

Retiree Health ’
Corporate Interest Disallowance
Business loopholes

IRS User Fees:

FUTA surtax

Payroll Stabilization

Telephone

House foreign grantor trust provision




26-Oct-90 4:04pm #90-33¢4
PRELIMINARY "
26-Oct80
{D=$90-5 352)
BUDGET RECONCILIATION (H.R. 5835) - REVENUE PROVISIONS
SUBJECT TO APPROVAL BY THE CONFEREES
Fiscal Years 1991-1935
MFions of Dallars]
Hem Effective 1991 1992 1993 1994 1995 199195 |
I. REVENUE-LOSING PROVISIONS
A. Extend Expiring Provisions through 12/31/91 (1)
1. Foreign allocation of R&D - 503 -289 - - - 792
2. Research and experimentation tax credit v D - -602 <381 105 74 47 -1,209
3. Employer-provided educational assistance (include ' '
graduate students) - -340 -128 - - - -488
4. Employer-provided group legal sesvices. - - 98 -29 - - - 127
$. Targeted jobe tax credit - -8t -104 -67 a1 20 303
6. Business energy tax credits (solar and geothermal .
propesty) - 55 -28 3 2 1 77
7. Low-Income housing credit (with modifications) - -268 355 -420 420 -420 -1,881
8. Mommembomsadmongaoo credi certificates.......... - -10 50 -110 -100 -100 370
9. Qualified small-issue manufacturing bonds - -10 50 -80 -70 <70 280
10. Health insurance for seif-employed (25% deduction)................. - -253 -102 - - - ~355
. 11. Orphan drug tax credit...__.. - -4 -3 - - — -7
Subtolals, Extension of Expiring Provisions. 2222 -1519 779 683 -656 «5889
B. Other Tax Incentives '
1. Energy incentives: ’
2. Extand nonconventional fuels tax credit {section 29) :
for two years and expand to tight sands gas 1191 -35 -115 -163 ~152 -131 597
b. Adopt tax incentives for ethanol production. 1M1 16 18 . 32 -89 -135 221
¢. Adopt 15% credit for enhanced od recovery costs............ 1191 21 42 49 50 -51 213
24 -48 61 67 -78 -278

d. Amend percentage depletion provisions. 11/31




Page 2

Rem . Eflective 1991 " 1992
e. Cutback AMT preferance for cestain intangble
drilting costs (10Cs) - 1191 -98 -188
{f. Reduce AMT preference for percentage deplation
on marginally producing propesties. 1nms 42 -84
2. Additional small buginees incentives:
. a. Modify estate treaze rules (section 2036(c)) 10/9/80 12 17
b. Disabled access expenditures: ,
i Adopt disabled persons access tax credit '
(50%/$5,000) D/o/E -50 -90
ii. Lower cap on section 190 expensing 10 $15,000.—.......-. D/o/E 58 95
¢. Repeal AMT proference for charitable contributions
of tangble personal property (expires 12/31/91)eceeecceemeee. V1A -8 22
Subiotals, Other Tax incentives. : -192 ~493
C. Progressivity Enhancement Provisions
1. Increase EITC and adjust for tamily size (2) 1nmr 75 1495
2. Chiki health insurance credit (3) 1nm -58  -1,155
3. Increase standard deduction by $500 for taxpayers with :
~ chidren under 1 year old 11/91 -65 -135
Subiotals, Progressivity Enhancement Proposais. . . <198 2785
SUBTOTALS: REVENUE-LOSING PROVISIONS : 2812 4797
fl. REVENUE-RAISING PROVISIONS
A. Deficit Reduction Provisions
1. Provisions affecting high-income taxpayess and |
temized deductions:
a Individual rate structure: 15%/28%/31% (24% AMT . :
rate; 28% maximumn capital gains rato) 1191 767 2313 2476 2723 - 2955 11234
b. Phase out personal exemption (2%/$2,500; $100,000/ : 5
$125,000/$150,000 thresholds; indexed) (5 year sunse)...... 1™ 1048 2028 2275 2552 2883 10,764
c. Limit on itemized deductions of high-income taxpayers
(3%; $100,000 threshokd; indexsd) (5 year sunset).—......... 171791 548. 3714 4,101 4531 5,010 17,904
d. Eliminate medical deduction for cosmetic SWgery.......ccoe- 1nm 9 60 60 70 70 {
2. impose 5-cent per gafion tax on motor fueis (4) 12/1/90 4406 5203 5,111 5119 5200 25,039
3. Double gas gurder tax iHm 75 9% 8 70 60 385
4. Increasa all tobacco excise taxes by 25% (e.g., for cigareties !
4 cents per pack in 1991and 4 cents per pack in 1993)..—. 1191 542 TR 1548 1518 1477 §,878
5. Increase beer, wine, and distiled spirits excieo taxes............  1/1/91 1900 1850 1862 18574 1582 8,768
6. Impose 107% luwry excise tax : 1nm - 65 428 461 502 1479




Effective

1991

1983

1994

1995

19918

7. Expand ozone-deplating chericals excise tax
8. Extend Leaking Underground Storage Tark (LUST) Trust
Fund excise tax (5 years).
9. Increase and extend Asport Trust Fund aviation excise
taxes (5 yoears)
10. Increase harbor makntenance excise tax
11. Extend teléphone excice tax and modify collection
period (5).
12. Revise treatment of loss deductions and salvage values
for insurance companies
13. Amortize insurance poficy delesred acquisition
expenses (DAC)
- 14. Adopt tax complance provisions including cestain
provisions from H.R. 4308 and S. 2410
15. Adopt retiwee health provision with reversion excise
increase and asset cushion requirement

16. Increase by 2 percentage points the interest rae on corporate .

tax underpayments over $100,000 following notice from IRS......
7. Centain corporate business tax provisions:
-a. Expand and diarify reporting and allocation rules
for certain asset acquisitions,
b. Require accrual of redemption premium for certain
prefested stock
" ¢. Expand application of CERT rules to subsidiary
acquisitions.
_ d. Require recognition of corporate-level gain in certain
divisive corporate transactions (5-year imtation pesiod).._.....
. @. Clanly treatment of debt exchanges..
18. Extend JRS user fees (5 years) (5)
19. BExtend Sodial Security (OASDHI) %o State and local
employees not participating ks a public employee
retirement system (6)
20. Extend FUTA 0.2% surtax (5 years)..
21. Adopt payroll tax deposit stabilization
22. Extend Hazardous Substance Superfund taxes (4 years) (7)......
23. Increase Medicare (HI) wage cap 10 $125,000.
24. Extend statute of Emitations for collection from 6 years to

10 years.

1131

12190
1181

1191

171/90

1191

10/10/90
1071090
10/10/90

10/10/80
10/10/90
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491
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ltom Effective 1991 1992 1993 1994 199§
25. Increase panalty for intortional disregand of cash reporting
requirement and adopt cortain other modifications..................... 1/1/9% - - - - -
26. Treat U.S. beneficiary as grantor of foreign trust indlrectly
funded by beneficiary Dro/E 2 23 48 91 135
Subtoials, Defick Reduction Provisions.. 2204 35044 32402 37444 39507
B. Other Provisions _
) 1. Technical corrections - - - - - -
‘ 2. Repeal obsolete provisions (deadwood) - - - - - -
3. Revise Treasury Departmet study mandates. - - - - - -
4. lmmasedoimComm'lMoonTmﬁmmﬁmdmview S
tweshold. D/VE - - = - -
5. Review impact of IRS Regulations on small buginess......._._.... D//E +30 (8) (8) (8) (8) {8)
6. Require pie charts in IRS tax form instruction bookdets...__..___ 11m - - - - -
Subtotats, Other Provisions. - - Y - -
SUBTOTALS: REVENUE-RAISING PROVISIONS. 20,204 35044 32402 37AM8 39507
lcRAND TOTALS. 17582 30247 27473 3143 30483

NOTES: Details may not add o totals due o rounding. . -
Interaction between or among items has not been taken into account for the purpose of this table.
In "Effective” column: D/o/E = Date of enactiment; D/o/E +30 = 30 days after date of enactment.

{1) Al estimates assume full restoration of tax benefits for 1990.
(2} Increased EITC by number of children:
In 1991: 1 child = 16.7% credit, 11.93% phaseout; 2 children = 17.3% credit, 12.38% phaseout.
In 1992: 1 child = 17.6% credi, 12.57% phaseout; 2 children = 18.4% credit, 13.14% phaseout.
In1993: 1 child = 18.5% credi, 13.21%phaseout;2d1ildran-195%credt. 13.93% phaseout.
In 1994 and thereafter: 1 child = 23% credit, 1&48%phaseout;2d1ildren-25%auit.17.86%phaseout
Estimato incorporates the Treasury proposal to enhance compliance with EITC efigbility rules.

(5) Modﬂimﬁondcdlecdonpaiodeffecﬁvaaﬂeri%1lso.

{6) EstinatepuovidedbyheCoryessionalBudgetOlﬁoe(CBO). : -

'04) lees&namispmenmdmhﬁvebﬂncwbasdlmmaswmesaumaﬁcmmbnofpwishnshmmwemmm
Wbmcmmwmmmhwmuunwmmmmmtm

(8) Negiigible amount.




SUMMARY OF DISTRIBUTIONAL EFFECTS, BY INCOME CATEGORY (1)

{Re=b..

Budget Reconciliation (H.R. 5835) - Revenus Provisions

Subject to Approval by the Conforees
(1980 Income Levels)

Change in Federal Taxes Fedoral Taxss  |Efective Tax Rales

income Category Federal Under Under Present -

9. Taxes (1)3) Present Law (4) Proposal (144) Law |Proposal

Bilons | Percent | Biflions Percent | Bifions | Percert Percent | Percent
Less than $10,000....] 303 | -20% | gi42 1.6% $140 | 16% | 133% | 13.1%
10,000t0 20,000...] -2.1 3.2% 658 7.6% 6.7 72% 156% | 15.1%
20,0000 30,000....] 18 1.8% 1025 11.9% 1043 11.8% 18.4% 18.8%
30,000%0 40,000...] 23 20% 1158 13.4% 1181 134% | 200% 204%
40,000%0 50,000....] = 1.8 2.0% 879 102% 89.7 102% | 21.4% 21.9%
50,000t0 75,000...| 26 1.5% 1728 20.0% 1753 19.9% 2A. 7% 251%
75,000 to 100,000....| 14 2.1% 66.5 7.7% 68.0 7.7% 258% | 264%
100,000 to 200,000...{ 24 23% 1044 12.1% 106.7 | 121% | 262% | 268%
200,000 andover......] 84 63% 133.3 15.4% 1417 | 161% | 252% | 268%

Total, AN Taxpayers.

Joint CommHitee on Texation

$183 21% $0632 | 1000% | se81.5 100.0% |. 218% | 223%




CYIEILBETNMeennent In Nomtnal Dotare ana As A Fercantege of g
. Actual ;
(8 in billions) 1990 1991 1902 1983 1994 1995
outlays 1252 1361 1393 1381 Iae: P
Revenues 1032 1138 1221 1306 1395 1473
Economic Adjustments .- 30 | 58 54 36 19
Deficit =220 254  -220  -129 17 68
Deficit-w/0 Social Sec =278 =317 -297 -208 .76 -40

GNP 5486 5807 6199 6670 7141 7607

| The average annual growth in outlays during this periocd ig 2.1%,
(2% on a compound basis, )

(As a % of GNP) 1990 1991 1992 . 1993 1994 1995
Outlays ' 22.8 23.4 - 22,5 20.7 18.8 18.2
Revenues 18.8 19.6 19,7 19.6 19.5 19.4
Deficit -4.0 ~4.4 -3,7 -1.9 0.2 0.9

NOTE: Based on information avallable at 4 p.m. October 26, 1990.
All numbers subject to chgnge.

Prepared by:
HBC Republican Stafs
October 26, 1990

A
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The Business Roundtable
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W ¥ FOR IMMEDIATE RELEASE
BUSINESS ROUNDTARLE ANNOUNCES SUPPORT OF BUDGET AGREEMENT s

WASHINGTON, D.C. -- October 26, 1990 -- The Business Roundtable today
announced its support of the budget deficit agreement as it has been
outlined this afternoceon and urged its immediate passage. Roundtable
Chairman Drew Lewis said that "the plan should be enacted by Congress
because it contains real deficit reduction and will have a positive
influence on jobs and capital growth."”

"The budget process reforms, while not perfect, can provide a solid
foundation for the spending restraint so desperately needed. These
reforms, if adhered to, should ensure that the new revenues will be
allocated to deficit reduction and not simply to finance higher
spending," Lewis said.

The Business Roundtable is an association of 200 major corperations
whose chief executive officers examine public issues that affect the

| econcmy and develop positions which seek to reflect sound economic and
| social policy. The Roundtable has made deficit reduction its top
economic priority for the last five years.
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When the tax collector

is regarded as ‘one of us’

nany political campaign, one or
two issues dramatically high-

light basic distinctions be-

tween the parties. Last week
the stage was set for such a clash
when Gov. Michael Dukakis; en-
dorsed new taxes for Massachusetts
while Vice President George.Bush
hardened his own no-tax-increase
pledge. :

To exaggerate only slightly, it's-a
basicrule that Republicans consider
it immoral to tax; Democrats con-
sider it immoral for the tax collector
to leave anything untaken.

Democrats regard themselves as
the party of government. Taxes are
income -for-. government, hence

_something for themselves to-spend,
and therefore good.

Republicans regard themselves

as the party of the individual, and
hence taxes as
something for
themselves to pay,
and therefore
bad. ’
The Demo-
crats’ traditional
tax-and-spend
policies are the
product of a tax-
and-redistribute
philosophy which
rises out of a long
tradition of Euro-
pean socialism —
-an intellectual
heritage that
rests on the col-
lective ideal and
considers it the
state’s primary
duty to take from
the rich and give
-to the-poor:- - .
The Republi-
cans’ approach, by contrast, is
grounded in a sort of native Amer-

~ ican individualism;:in the doctrine ..

that thié coffimiinity belongs to the
individuals who comprise it, and
that each individual cedes to it only
as much of his own freedom as is
necessary for the community to
function freely and effectively.
Thus it's natural for Democrats to
regard tax-cutting as taking away
what is rightfully the government's,
and giving it instead to those indi-
viduals who earned it without re-
" gard to need. ]
It's equally natural for Republi-

Raymond Price is a nationally
syndicated columnist.

cans to regard raising taxes as
taking away what is rightfully the
individual's, and giving it instead to
politicians to redistribute for pur-
poses often more political than so-
cial.

The parties differ not only on the
level of taxes but also on design of a
tax structure.

With regard to design, there are
two key questions: (1) How is the
burden distributed — who pays? and
(2) What impact does it have on eco-

nomic activity, and therefore on how

much we all get, including the tax
collector?

Democrats take an essentially

theological view of the “who pays” &

question: Not only-is it bad to make
the poor pay, but it's also a positive
good to make the rich pay — even if
making the rich pay more means
that everyone gets
less.

This punitive

approach is con-
cerned less with
wealth creation
than with wealth
distribution. It
holds that it's bet-
ter to .have less
S" wealth more
evenly distributed
than to have more
wealth less evenly
distributed.
" If the price of
soaking therichis
to make the poor
poorer, then, in
this Democratic
view, that’s the
price 'we have to
pay for social jus-
-—-tice.. . ~.

take it more pragmatically, seeing
the purpose of taxes as being toraise

-the needed revenue with the least. ..
destructive impact on the economic

system.

They argue that the more of a per-
son’s income you take away, the less
incentive he has to work. If you take
away a large share of the income of
the most productive people, it's the
most productive that you discourage
from working. And if you take away
alarge share of the return on invest-
ment, you discourage those who
have money from putting it to the
kinds of uses that create jobs and
multiply prosperity throughout the
economy.

Taxation doesn’t just redistribute
wealth. Italso redistributes the right

Republic-a-ms»

¥

Rz

to spend. Each dollar taxed is a dol- .

lar given to Congress to spend. What
Congress does by increasing taxesis
expand its own capacity to play Lady
Bountiful. )

To suppose that if taxes were in-
creased, a Democratic Congress
would use the revenue to reduce the
deficit rather than to increase do-
mestic spending requires a leap of
faith that would as readily embrace
the tooth fairy, Santa Claus and the
divine infallibility of both Jim and
Tammy Bakker and the Rev. Al
Sharpton.

The Democrats’ attraction to

higher taxes is less intellectual than
itis visceral. As a party, they regard
the tax collector not as “one of
them,” but as “one of us.” And that,
in a nutshell, is the party difference.
To Republicans, the tax collector is
always “one of them”

With an anti-tax Republican pres-
ident, there’s going to be a constant
battle in which the pro-tax Demo-
cratic Congress wins some and the
anti-tax president wins some.

But if both Congress and the
White House are controlled by the
pro-tax party, it's going to be time to
hold on to your wallet.
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" -these days, it’s

easy to forget that
the Congress was
created for one
purpose only: to

serve as'the national legislature.

" That is, to make the laws that would

apply equally to all of us. =
By custom and tradition, however,
Congress has also taken on the self-

_appointed role of ombudsman for

the nation — or more precisely, for
the individual constituents, defense:
contractors, crooked savings and
loans institutions, seekers after
Housing and Urban Development

subsidies and
other special
pleaders in each
member’s own
state or district.

- The. Constitu-
tion (Article I,
Section 8)' enu-
merates 18 dis-
tinct powers of
Congress, rang-
ing*from declar-
ing war to provid-

ing for the
-punishment of

counterfeiters.
Nowhere does it

, say anything

about strong-
arming reg-

- ulatory agencies,-

Day after day, committee chair-
man Tom Lantos and his colleagues
have piously professed themselves
shocked! shocked! at the behavior of -
former HUD officials who confess
having done what congressmen
daily brag about doing: that is, steer-
ing program grants to friends, con-
tributors and constituents.

Congress’ real complaint in the
HUD scandal is not corruption per
se, but rather executive-branch tres-
pass on what it-regards as’its own
favor-dispensing turf.

The breakdown of the legislative
process in recent years has been
scandal enough in itself, epitomized
by those 1,000-page “continuing res-
olutions” that get dumped ‘on the
president’s desk at two minutes be-
fore midnight crammed with such’
hidden treasures as subsidies for
Belgian endive growers and Trea-
sury grants for Jewish parochial
schools in France, all as constituent

- favors that by common consent are
‘tucked in where the sponsors hope

they won’t be found.

There’s one simple way to put an
end to this, or at least to reduce it
drastically and bring what remains
into clearer view.

It won't be done — the principal
business of the modern Congress,

, after all, is getting re-elected, and

the present sys-

There is no way the
individual service role
~ cannot corrupt the
legislative role. Any
member of Congress.
who plays both roles

tem serves quite
“well at that, thank
you — but it
should be.

It’s .a modest
proposal, really.

Take Congress
completely out of
the service busi-
ness. Create a na-
tional ombuds-

. an, whose

— as all now do — g:)hsr;hitixency is
has an inherent  {"peC ey

: ; . ’s office be or-
conflict of interest. Banised 2l
SN S0gTaphic or

filling " the pork

barrel or fixing parking tickets.

- These two roles directly conflict.
There is no way the individual ser-
vice role cannot corrupt the general
legislative role. Any member of Con-

- gress who plays both roles — as all

now do — has an inherent and con-
stant conflict of interest.

In promoting

. private.interests, .
. expense of the public interest of the

his "constituents’

he does so at the .

national citizenry he's elected to
serve. Evenhelping an_individual.
voter get what he’s entitled to under
the law is done by, in effect, using his
political clout to jump that voter to
the head of the line. - .
This dual role lies at the heart of
the corruption that now permeates
thelegislative branch. It has become
so pervasive that many members
are blinded to its nature. To them, it's
now as natural an environment as_

water is to a fish.
The hypocrisy

it engenders has

been on brazen display in the House
hearings on the HUD scandals.

Raymond Price is a nationally
syndicated columnist.

- interest-group or
whatever kind of lines might be
deemed appropriate, so that indi-
viduals with a genuine grievance
will have a place they can legiti-
mately turn to. But confine Congress
to its constitutional function of mak-
ing laws. :

Make it an offense punishable by
imprisonment for a member of Con-
gress even to attempt to use his in-
fluence to interfere in the awarding

-of "Contracts, “the distribution of

grants, or any other essentially ad-
ministxja_tive activity “that:_involves
choosing among individual claim-
ants to government monies, goods or
services. And publish a regular-Bo-
nanza Bulletin in which every appro-
priation targeted to benefit a par-
ticular-group is clearly spelled out,
categorized and highlighted,

In the still-unfolding savings and
loan scandal — in dollar terms, by
far the biggest scandal in the na-
tion’s entire history — .the worst
abuses were committed in the name
of constituent service. .

The best way to stop, Congress
from abusing its powers is, in this
case, to remove the powers it abuses.
Then members might even find the
time to do the job Congress was cre-
ated for.
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Raymond Price

| Tlghtemng Our Beltway

SUDDENLY the most popular pas—

time within the Washington Beltway

has become lip reading, and the most
popular lip-reading exercise is trans-

- posing sounds to form new words —

for example, translating “read- my
lips” into “read my slip.”

" The Beltway crowd just can’t be-
lieve that a president-elect would be
so callous as to mean it when he says
no new taxes. Especially a president-
elect who already lives in Washing-
ton. One who goes to the same parties,
reads the same papers, watches the

same newscasts mixes with the same-

oracles — why, it's heresy! It has
Beltway denizens dusting off their
history books, re-reading the epithets
of those New Deal-era nabobs who

denounced 'the patrician Franklin

Delano Roosevelt as a traitor to his
class. :

Tax revenues are the Beltway S
lifeblood. The Beltway encloses a
commumty wholly devoted to spend-
ing federal dollars. To you and to me
taxes are outgo; within the Beltway
they’re income. This is the first key to
understanding the Great Tax Debate.
The second key lies in the institution-
al transformation Congress has un-
dergone since successfully insulating
itself from the hazards of the elector-
al process.

Once, Congress represented the na-‘
- tion: Now it represents itself, Thanks
to its own elaborate structure of-in-

cumbent-protection laws;.including.

genteel extortion of millions of dol-
lars from political action commit-
tees, election to the House of Repre-
sentatives now provides a lifetime
sinecure. As a result, Congress has
become the most powerful . special-
interest lobby .in the nation, the cen-
tral element of the permanent Wash-
ington establishment. .
Members may come ongmally
from places like Iowa or Kentucky.

But once ensconced in Congress they
become, like the city’s correspon- -

dents and lawyers and lobbyists, of

Washington. Presidents come and go,

but congressmen are forever. ’
Just as Houston’s fortunes rise and

fall with the pnce of oil, Washington's
fortunes rise or fall with the level of
federal expenditures. And it’s not just

the Washington economy that’s hos--.

tage to those expenditures. Even
more important, ‘it is the infinitely
inflatable egos of those who make the

"town go. What worries the Beltway

crowd most about holding down tax

. rates is not that this expands the defi-

cit. It's that doing so makes it more
difficult to increase spending.
Deficits are a real problem, and in
an’ideal political world the adminis-
tration and Congress would sit down
together in good faith to determine
what combination of spending re-

‘straints and revenue enhancements

would best shrink the deficit without
significantly slowing economic
growth. A lot of respected economists
and businessmen, seduced by the vi-

sion-of such a world, have joined the»

Beltway clamor for new taxes,

But we don't live in an ideal world.
We live in a real political world in
which any new tax that makes its way
through Congress is likely to be

- shaped-not to minimize-its economic

damage but to maximize its political
appeal, which is likely also to maxi-

‘mize its damage.

Any sensible proposal risks being
demagogued to death. Witness' Mi-
chael Dukakis’ recént relentless dem-
agoguing of George Bush’s proposed
reduction in the capxtal-gams tax
rate, - - .

Echoed by his partlsans in Con- .
gress, Dukakis seized on that propos- " |
al to denounce Bush for an outrageous :

“giveaway to the rich.” In fact, any
-economist worth his salt knows that
capital-gains taxes are now much too
high for the nation’s economic health,
The whole history of capital-gains
taxes shows that when rates are cut,
revenues from the capital-gains tax
itself increase as a result of greater

capital mobility, and capital invest- |

ment rises with consequently greater

-.economic growth. That’s why most
economically advanced nations have _

no-capital-gains taxes, .
One reason New York and Massa-

nues have fallen sharply as a direct

“chusetts now face budget crises is °
that their own capital-gains tax reve-. -

result of the 1986 boost in federal -

rates — a boost enacted to placate the
populists in Congress as part of a

compromise. The states are hurting

because the federal increase sharply ;

- reduced the volume of capital trans- -

fers — which has also meant that -

enormous amounts of ¢apital remain
locked into ‘unproductive uses.
Bamng a congressional conscience

transplant, the likelihood is that any
new tax enacted by Congress would

. do more harm than good to the econo-

my, while the revenues it produced

rather than to narrow the deficit. The

nature of Congress is to spend; Con-

gress with a new revenue source is

like a yuppxe with a new credit card.

If we’re serious about, deﬁclts
what we really need is not to ralse
taxes but to take in our Beltway a
notch. ]
oo @1288, Raymond Price

- would go to finance new expenditures = -

|
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WASHINGTON CXM;
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_sb MEMORANDUM FOR GOVERNOR SUNUNU
FROM: LARRY LINDSEY
SUBJECT: NLRA Penalties in Budget Reconciliation

During the debate in the House on budget reconciliation,
the Democrats added a provision which had never before seen the
light of day. It would establish a minimum fine of $1000 per
violation per worker (maximum $10,000) to be assessed at the
time the General Counsel decides to pursue a case with the
amount of the fine to be determined by the field staff.

o0 This must be of dubious constitutionality as no one has to
be convicted of anything to pay a fine. (It is equivalent
to being fined upon indictment). The business must
counter sue and prevail in order to win back his money.

o In the 60 year history of this Act, no fines have ever
been imposed. Instead, the NLRB may require reinstatement
and back pay. So, this opens up a new area of sanctions
where none existed before.

o The proposal is scored at $97 million over 5 years, though
surely this must be a funny number.

o0 No hearings have ever been held on the provision, nor has
a formal bill ever been submitted containing this
approach.

You may be contacted by Bob Strauss later in the day
regarding this bill. Strauss will recommend that you make this
a priority to take out of reconciliation. As Strauss may offer
an entre to the other side of the aisle on other issues, you
may want to consider a return favor.

cc: Roger B. Porter
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Tal, (B817) 245-9450
Fax.(617) 2450497

October 19, 19%0

MEMO: John Suminu
Tha White Housa

Dear John,

Tal. (B03) 898-9450
Fay, (603) 803-8480

Tem Wheelsr, thae CEQ of Mass.

futual Life Insurance Company knows

that you and I are closely asspbciatead.

Apparently, part of the budget process that you are struggling with
involves what he perceives tojbe unfair tax on certain class of

life insurance companies, of

I do not profese to understand
the tax, but did agree to gat i
that you may not have adequate
the 1ife insurance industry.

agread to forward their positi

ich Mass. Mutual is one.

the make up or the ramifications of
hformation te you. Thelr concern is
information regarding the impact on
I am not sure this is true, but I
n.

Tom then h=d Barry Gottehrer,

yho, apparently is a life insurance.

industry lobbyist, contact me pnd forward the enclosed. The long

sheet apparently is an ad tha
other three sheets are a memo
1990,

Again, T do not profess to .und

look like a large tax bite on
insured. Thank you for your

Bdwin D, Duvall

EDD/re¢

‘As in tcdays Washington Post. The
at wrote to Bob Dole on October 18,

ratand what all this is, but it does
8s. Mutual where hoth you and I are
tiaenca.
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, 18 October 1590
o3 Sgnator Robert Dola

 PROMt Barzy Gottehrer

RE: The Evolutign of DAC and Mass Mutual

AS ¢An e meen by the n:jbexs on the attachad sheet, the
svolutien of the DAC proposafl in the lagislative process has
béan substantially adverse th Maas Mutual.

To Bt&rt at the beginnirgg, DAC i¢ in thecry a new businsas
tax, not & a tax on the totdl of inforce business. Despite this
fackt, 4 total premium (as opjpesed to firat pranmium} base was
choaan &8 gatimata expensesn |26 ba deferrad. No one can believe
&n brdiftry 1ife contract sqld in 1961 hae in 1991 the same
acquisi¥icn costs as a contdnot sold in 1991, but a base was
thosih ehat produces that rdsult. Use of the total premjum base
helps cumpanies which churn lbusiness and hurts companies, like
Mags Mubiual, which deal in Jong term businass relationships.

No firet premium proposql was ever made, but sggregate
ndustry data indicate that|[Mass Mutual‘s share of total
ndividual 1ife premiums is|ebout 1.6 tines its share of

individual 1ife £irst premigms. Thus, I will say as a rough
Heagirs this choice of baselchanged our "DACH sxtra tax from 4.2
pitiion in 1990 and 19 milljon in 1991 to 6.7 million in 1890
and 28.4 million in 1991, The figures are yough, but clearly we
wers badiy hurt.

The Budget Summit DAC with its total premium base then
bacitis & haw kaselire with Bass Mutual's tax ralsed by 6.7
milifeon it 1990 and 28.4 million in 1991 respectively. The
Houns #8difled the package %o allow small companiss 2 5 year
amortigetion pariod and to $arve out "gqualified foraign
dohitratifa,® Thesa changes Eo not benefit Mazs Mutual, but, as
they wage paid for by increjeing the rates, Mass Mutual fully
parzie fates in funding thelcost: an extrs .5 milllon for 1950
and 2.4 million for 1991,

& Sénate Finance Committee than modified the Summit
propseal, < Their small comphny benafit was 5 year amortization
of thé #irst 5 million of ofherwise deferrabls axpense, with a
phasesit of the amount as dpferrable expense goes from 10
#i11io8 to 15 million. Bechuse it is not restricted to small
companiss, this appears to pe much mors cestly than the House
provigion. The Benate alsef has an exolusion of "gualified
$oraigh Contact®, idanticall to the House provision. Finally,
the Lanite movad noncancellhble ASH sontracts to whish the

#_i_._-_;
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the highet uvther life rate applied to apply instead the lowsr
gioup life cats, This last goes benefit Mass Mutual ~- about .4
adlilen iM 199C¢ and 1.7 milljon in 1991. Again, the changes are
14 !éﬁggzth vate changes =3d again Mzss Mutual is a heavy
esért Che ASH benefit im cdmplately swamped by the hit to life
entd: The cost to Mass|Mutual of the Fummmit-to-Sanate
thidnde 14 2.2 milliion for 1990 and 9.4 milllon for 1991,

It sudmary, the applicable rates have changed as félloWa:

Sumnis House fanate
Annuity 1.40% 1.50% 1.05%
Group Life 1.65% 1.80% | 2.20%
Nonoanoallable ass  &.25% 6.75% 2.20%
Other tife 6.26% 6.75% 8.30%

Tha Mifty seen hare areiclearly very damaging to large
Witds €€ indiviadual (and gfoup) life insurance who bear the
Sbatd, do hot resp the benefits, of changes made. A
rasssnable sccounting change|-- deferring of acquisition costs
oh long Bhrm contraots ~- hag been corrupted inte an excise tax
off our ififoree and then made]continually worea in order to
binefit others.

- Ouf 8bjections are less §o these mpecial changes which may
of say fet have some merit begt, to the fact, that Mase Mutual
dhd othe¥ Life writers are fgroed to pay the costs of each of
thass sp8&ial changea. IZ Cegngress wanted to give special
traatuant o small oompanias| those doing business in Japan and
QiueBiiity writers, then it fould make sense that Congress not
1ok €0 UP ~~ those who do n¢t benefit from them -- to pay an
axtra patalty to pay for thege specizl changes.

THik bPocess has been ex§reamaly harmful to Mase Mutual and
is not 2air., X hope that yog can give us some help,
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Mans Mutusi Tax '
Betora ANy Change 45,2 86.0

Pospible Mass Mutual Tax
With a Pikst premium Basa 49.4 104.0

Mass Mutia) Tax with
the Suniit hac 51,9 114.4

Mias Mutuni Tax With
tha HoUma DAC B2.4 116,58

Nass Mutdal Tax With
the aenate baC 54,1 123.8

TAR ESTIMATES EN MILLIONS OF DOLLARS
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‘Wile we bélieve that an §8 billion DA is unfels and will have & negative iz .
X _ egative impact on our

indusiry and tha nation, we especiaily arel concerned thar special amendments .adgjmd in the

House and Seqiith versions will make this [itoation even worse. -

Thdss amendments give special relief for ,me mmpénies and pay for it by increasing the taxes
of thelr competitors. ‘V\.r_e urgs the conferee to adopt the summit rules on how much :cquisiﬂon
expenses should be capitalized for each Inspeance policy.’ If specia) relisf i provided for some
compunics, that telief should not be paid fpr by increasing the taxes of their competitors,

A4 & resuit of Ways and Means and Financel Committes action, some companies are favored and
othérs are set, For companles zot favored by the special provision, the House bl is not an $8
billion DAC, it la an $8.7 biltion DAC, andithe Senate bill is 2 $10.6 billion DAC, At the same
time, for favoréd companies, an $8 billion PAC has been reduced to & $7.3 billioa DAC under
the Bouse bill and & $5.4 billion DAC undqr the Senate bill, | Thus, the significant competitive
:vmage ;ﬁv&u M’:f companie: :_u;ough }- relief is multiplied by penalizing other non-
vored companies relief it pro tha 704t of the loswaice indu
iy mm!pechl | stry should not be

The following fimerically demonstrates thevarying Impact of the DAC propasals on individual

'DAC PROPOSAL CQST ESTIMATES FOR 1991

QN JILLIONS) '.
Cutrent $ 86 , ' $200 . 8233
Law - - S .
Budget | 31128 7 L s
Budget _ o o s
House | $116.8 g7 856
Vatsion . 1 sm?
Semls 8123 $296 308

Vession

16238035400: 4 2
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Piaeing un excessive tax butddn on the life Insurance Industry gt this time could have
fu? téching national consequiences—leading to the tightening of the noose on many

busineas botrowers, deepening add lengthening the now-likely recession,
The Prestdent and Congress h

sald the deficit reduction package must be hill'.
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MuTuAL FAIRNESS TAXATION ASSOCIATION
1120 VERMONT AVENUE, N.W,
SUITE 1000
WASHINGTON, D.C. 20005
202 887.0250

The DAC Disaster

The Mutual Fairness Taxation Association, a group of
mid-size and smaller life insurance companies, has been
attempting to express its concerns about the life insurance DAC
provisions for the last several weeks, 1In that time, the tax
increases in the Budget Summit proposal, which were demonstrably
unfair to the policyholders of mid-size and smaller companies,
have become appreciably worse. 1In the process, whatever policy
justification there may have been for the DAC proposal has been
substantially abandoned, as premium rates that were defended as
accurate proxies for acguisition coste have increased by
one-third, in some cases, and decreased: by two-thirds, in other
cases. Moreover, the same companies whose policyholders were
already at risk have been asked to pay substantially more for a
handful of special cases,

specifically, the three proposals contain the
following rates:

Budget Sumnmit House Bill Senate Bill
Annuity 1.4% 1.5% 1.85%
Group Life 1.65% 1.8% 2.2%
Noncancelable A&H 6.25% 6.75% : 2,2%
Individual Life 6.25% 6.75% 8.3%

As we have previously pointed out, these provisions
directly affect individuals who purchase life products as their
principal form of savings., This tax, especially at the .
"adjusted” rates in the House and Senate bills, will inevitably
diminish this pool of savings, Moreover, the policyholders of
mid-size and smaller companies will be most affected because
these companies generally have no other lines of business and
less capital to absorbk increased taxes.

We suggest the following alternate courses of action
in conference:

° If the revenue target must be maintained, make the
tax progressive.

While the Budget Summit rates were extremely burgen-
some, the House and Senate bill rates are unconscionable.+

1 we should also paint out that these latter rates
are irreconcilable —- according to our data, the Senate bill
raises considerably more than the House bill, although both are
scored at the same amount,
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If the Congress determines to maintain the same overall revenue
target, it should do so by returning to the Budget Summit rates
on a progressive basis. Specifically, we propose that the
first $900 million of ordinary life and noncancelable accident
and health total net premium be subject to a rate of 5,5%,
while the amount in excess of $900 million be subject to a rate
of 7.75%, This is revenue neutral and would only modestly
redistribute the tax to benefit policyholders of smaller
companies, In addition, this proposal would substantially
decrease the current opposition to the DAC provisions.

° Return to the Budget Summit rates but lessen the
impact on mid-size and smaller companies.

As noted, the preceding alternative assumes that
Congress will choose to maintain the current revenue level for
DAC. We believe, however, that Congress should lessen the
revenue impact on the industry as a whole, and should do so on
a progressive basis, Specifically, Congress should return to
the Budget Summit rates and reduce the impact on policyholders
by allowing all companies to amortize some level of deferrable
costs over flve years.

® 7The cost of changes for particular products should
not be borne by the policyholders of other companies.,

Instead of a size-graduated approach benefitting
hundreds, both bills contain changes that appear to benefit a
few products sold by a handful of companies, While some of
these may be justified, they result in more burden on
policyholders of small and mid-sized companies who are already
bearing a heavy load, If Congress must make provision for a
few products, it should pay for them elsewhere in the budget

package,
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Policy discussions of: Surtax and SurPease

‘Surtax: . People w1th $1 000 000 income .can.avoid higher

,:1'4 1.
2.

Major advahtage
of Peaser

taxes by- BRI ‘ ~

Deferring capital gains, perhaps untiivdeath

ADeferrlng or. shlftlng compensation

- e.g. Athlete spreads pay over number of .
years.
- Executlve takes stock .options

-.Shifting to tax preferred investments

- state and. local bonds:. _
- growth stock for- capltal galns instead of
dividend produc1ng stock:

- tax—favored investments

Gl ;
Most people cannot avo;d Pease because of
state and local taxes -- income and property

taxes, plus ‘home mortgage lnterest.

If they av01d by reduCLng borrow1ng to reduce
home mortgage interest that. is good for
economy, pOllCY is good.

RS
N

.Only disadvantage oflsurPease;' For some odd

cases, some slight.reduction of charitable
contrlbutlons mlght occur

i L R E R _
Keeps lOW rate ‘tax. System. Low- tax rates

minimize dls;ncentlves, If you do not have

itemized deductions; you do not pay Pease.




Example:

Adjusted Gross Income: . $2,000,000
;pémized Deductions : $500,000
i

Taxable Income . $1,500,000

7 1/2% surtax effect (assuming 31% ‘tax rate) is’ approx;mately
2.325% additional tax on amount above $1,000,000, or 2.325% of
$500,000 = $11,600 N

7 1/2 SurPease effect - §$75, 000 deductlons are lost (7 1/2 x $1
million) which, at a 31% rate lncreases tax by $23,250.
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A REDUCTIONS RELATIVE Ig SENATE BI
(in billions)

}éi/’7::¥£ -10.3

1. Reduce itemized deduction
24 / limitation to 3 percent
/iﬁ%ﬁ%ﬁéﬁﬂ with 100K threshoid
—— (indexed) ; impos
o br limitation with $¥million

fisptev—  threshold (no indexing--5%
limit sunsets after

5 years) )
0T\ 2. Reduce gasoline tax {167(504 -18.1
 pd= 4S8\ increase to 5 cents Yot
\q effective December 1) W - 125 dd- (/-(9571-44,&}
| ‘~kkuczf«»wuu~a33;zf

____ZTY 3. Reduce Medicare benefi - ]
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Total reductions -35.4
+12.6 from Senate bill Z{Effﬁgsnc

B. ADDITIONS
I ==
\35L;£EZ? 1. 31% top rate; 25% AMT rate 14.0

TRy (maximum capital gains rate
| of 28 percent)
—
_ 2. Increase HI wage cap to 7.9
1 il $125,000
3. Drop:
a. small business 27
fZTfI;7 exvens i
o~ T . reduce energy 1.4 ;:>
P_O~3 .7 ) incentives ~
BN (jaf—*xMT‘EEEEEEIEted 1
e ____property
1
4. Include gas guzzler tax .5

from 20%Ato 24% with
prospective depreciation
simplification

~]§r$r 5. Increase/corpo;éte AMT rate 103

\ —bd‘lo M’l
{ v Total additions to 36.9
Senate bill
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SUMMARY OF DISTRIBUTIONAL EFFECTS, BY INCOME CATEGORY (1)
- POSSIBLE COMPROMISE 1~ -

Budget Reconcliiation - Revenue Proposals
{1990 Income Levels)

#90-5 343 .,
PRELIMINARY '

22-Oct-90

Change in Federal Taxes Federal Taxes Effective Tax Rates
Income Category Federal Under Under Present
(2) Taxes (1)(3) Present Law (4) | Proposal (1)(4) Law |Proposal
Billions | Percent | Billions | Percent | Billions | Percent | Percent | Percent
Less than $10,000.....| -$0.3 -2.1% $14.2 1.6% $139 1.6% 13.3% 13.1%
10,000 to 20,000..... -1.8 -2.8% 65.8 7.6% 64.0 7.3% 15.6% 15.1%
20,000 to 30,000..... 1.9 1.8% 102.5 11.9% 1044 11.9% 18.4% 18.8%
30,000 to 40,000..... 23 2.0% 1158 13.4% 118.1 13.4% 20.0% 20.4%
40,000to 50,000..... 1.8 2.0% 879 10.2% 89.7 10.2% 21.4% 21.9%
50,000 to 75,000..... 25 1.5% 1728 .| 20.0% 175.3 19.9% 24.7% 25.1%
75,000 to 100,000..... 1.4 21% 66.5 7.7% 68.0 7.7% 258% | 26.4%
100,000 to 200,000...! 2.1 2.0% 104.4 12.1% 106.5 121% 26.2% 26.7%
200,000 and over....... 7.5 '5.6% 133.3 15.4% 140.8 16.0% 25.2% 26.6%
Total, All Taxpayers..| $174 2.0% $863.2 | 100.0% | $880.6 | 100.0% | 21.8% 22.2%

Joint Committee on Taxation

(1) Distributional analysis includes effects from the Senate Finance Committee Budget Reconciliation-Revenue Proposals, as modified with respect to

beer, wine, and distilled spirits taxes, tobacco tax, energy tax, telephone tax, increase in Hl wage cap, increased individual and AMT rates, limitation
on itemized deductions, individual AMT component of oil and gas production incentives, inclusion of latest Senate child care offer, and increase in the

EITC. Analysis does not take into account effects from changes in taxpayer behavior.
(2) The income concept used to place tax retums into income categories is adjusted gross income (AGI) plus: [1] tax-exempt interest, [2] employer

contributions for health plans and life insurance, [3] inside buildup on life insurance, [4] workers’ compensation, [5] nontaxable social security benefits,
[6] deductible contributions to individual retirement accounts, [7] the minimum tax preferences, and [8] net losses in excess of minimum tax preferences

from passive business activities.

(3) Estimates of total tax liability presented in distributions will not match estimated changes in receipts because of differing time periods (CY 1990 vs.
FY 1991-95), because of varying pattems of fiscal year receipts. :

(4) Distributions represent combined effects of individual income taxes, payroll taxes, Federal excise taxes, and estate and gift taxes. For the purpose of

b

y

.o

distributions, the full burden of payroll taxes is assigned to employees. Excise taxes are assumed to be bome fully by individuals either directly through

purchase of the taxed commodity or indirectly through higher prices on all commodities as businesses pass along these added costs. Because of the

uncertainty conceming the incidence of the corporate income tax, it is excluded from this table. Information in table excludes individuals who are

dependents of other taxpayers.
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SUMMARY OF DISTRIBUTIONAL EFFECTS, BY INCOME CATEGORY (1)

- POSSIBLE COMPROMISE | -
Budget Reconclliation - Revenue Proposals

(1990 Income Levels)

» ‘ Change in Federal Taxes Federal Taxes |Effective Tax Rates
Income Category Federal : Under Under Present |
(2) Taxes (1)(3) Present Law (4) Proposal (1)(4) Law |Proposal
Bilions | Percent | Billions | Percent | Billions | Percent | Percent | Percent
Less than $10,000..... -$0.3 -2.1% $14.2 1.6% $13.9 1.6% 13.3% 13.1%
10,000 to  20,000...., -1.8 -2.8% 65.8 7.6% 64.0 7.3% 15.6% 16.1%
20,000 to 30,000..... 1.9 1.8% 102.5 11.9% 104.4 11.9% 18.4% 18.8%
30,000 to 40,000..... 23 2.0% 1158 13.4% 118.1 13.4% 20.0% 20.4%
40,000 to  50,000..... 1.8 2.0% 879 10.2% 89.7 10.2% 21.4% 21.9%
50,000 to 75,000..... 25 1.5% 1728 || 20.0% 1753 19.9% 24.7% 25.1%
75,000 to 100,000..... 14 2.1% 66.5 7.7% 68.0 7.7% 25.8% 26.4%
100,000 to 200,000...| 2.1 2.0% 104.4 121% 106.5 12.1% 26.2% 26.7%
200,000 and over....... 7.5 5.6% 133.3 15.4% 140.8 16.0% 25.2% 26.6%
Total, All Taxpayers..| $17.4 2.0% $863.2 | 100.0% | $8806 | 100.0% | 21.8% | 22.2%

Joint Committee on Taxation

(1) Distributional analysis includes effects from the Senate Finance Committee Budget Reconciliation-Revenue Proposals, as modified with respect to
beer, wine, and distilled spirits taxes, tobacco tax, energy tax, telephone tax, increase in Hl wage cap, increased individual and AMT rates, limitation
on itemized deductions, individual AMT component of oil and gas production incentives, inclusion of latest Senate child care offer, and increase in the
EITC. Analysis does not take into account effects from changes in taxpayer behavior.

(2) The income concept used to place tax returns into income categories is adjusted gross income (AGI) plus: [1] tax-exempt interest, [2] employer
contributions for health plans and life insurance, [3] inside buildup on life insurance, [4] workers’ compensation, [5] nontaxable social security benefits,
{6] deductible contributions to individual retirement accounts, [7] the minimum tax preferences, and [8] net losses in excess of minimum tax preferences
from passive business activities.

(3) Estimates of total tax liability presented in distributions will not match estimated changes in receipts because of differing time periods (CY 1990 vs.

FY 1991-95), because of varying patterns of fiscal year receipts. »

(4) Distributions represent combined effects of individual income taxes, payroll taxes, Federal excise taxes, and estate and gift taxes. For the purpose of
distributions, the full burden of payroll taxes is assigned to employees. Excise taxes are assumed to be borne fully by individuals either directly through
purchase of the taxed commodity or indirectly through higher prices on all commodities as businesses pass along these added costs. Because of the
uncertainty conceming the incidence of the corporate income tax, it is excluded from this table. Information in table excludes individuals who are

. dependents of other taxpayers. ’ -




ALTERNATE MESSAGES FOR PRESIDENT
POST-CONGRESSIONAL ADJOURNMENT

(1) Accomplishments.

There was tough combat and hard negotiation, bu£ Congress
passed my programs. Five-year detficit reduction budget.
Will get the economy moving again. Child care. Clean air.
Civil rights. We're moving ahead, but it would be a lot
easier with fewer big spenders and big taxers in Congress.
The .tax and spend croﬁd wouldn't let us cut spending

enough and forced us to increase your taxes too much. It's

obvious we need a chahge, so vote Republican.

(2) Domestic crisis solved. Go. international.

Long tough fight on the budget, but I got my way. A long-term
deficit reduction budget. Too many taxes, but Democrats
insisted. The economy.will move again now. Interest rates
will come down, etc.

Now it's time to focus on the challenge the world féces in

the Persian Bulf. Why we are there. Who's there with us.

Goals. What it means for the future. In post-Cold War

world, the threat is not war between suéerpoWer alliances. .
The new threat is from Third World dictators (Saddam, Khadati,
Nériega, Castro). A pattern Will be set now for how the
world will work. Saddam will get away with aggression and
encourage others, or the world, under U.S. leadership, will

stop him in his tfacks(like Noriega) and a pattern ot peace

and freedom will be set. This crisis will establish a



precedent for a generation of peace, or years of aggresszion

and terrorism by dictators. That's what's at stake. That's
why we must see it through. Clear statement of our goals.
Support our troops. If they can také the time to vote, so

can you.

(3) Rosy Economic future/Fairness rebuttal.

We forced long-term deficit reduction. Never been done
before. Explain the scope and impact of the agreement.
How it leads to balanced budget. Here is Qhat that means
for your family and your pocket book in the next several
years. Lower deficifs and spending means low inflation.
Deficit reduction means lower interest rates. That means
economic growthm. Mnée jobs (not just for You, but. for
your kids, cousins, poor people, etc.). New jobs go to
women and minorities. The middle-class and therm elderly
suftfer the most from recession and inflation. Examples
from Carter years. They win the most from this plan.

The plan does not touch Social Security and makes only
minor changes in Mddicare. Féirness for the elderly.

We are on the side of tax fairness. Under the Reagan-
Bush tax plans of 1981 and 1986, everyone got a tax cut.
Millions of working pdor we"ﬁropped off the tax rolls.'
The wealthiest Americans have paid more in taxesm, not
Less; under this plan. Now, I wanted to balanée the
budget with no new taxes for anyone. But, the Democrat
big spenders insisted on taxes. They even proposed (in

the House) deferring indexing which is a big tax increase



for every American taxpayer. We refused to go along, thus

saving tax dollars for middle class families. The rich
will continue to pay more than they used to under this plan.
We created 21 million jobs in last ten years. Goal is
twenty million more in the 1990s. The most fair pfogrnm

of all--a job for every American who wants one.

(4) Divided Government.

Divided government is bad when one side won't compromise
(the big spenders). They are the reason you got a tax
increase. We would have had an orderly deticit reduction

budget on schedule, if they were willing to compromise.

The only way to change the system and guarantee that we
stick to the deficit reduction, long-term growth budget
is to hawe fewer big spenders in Congress; I'm not asking
f§r all the seats, but for more balance, a more truly
competitive two-party system, If you 1iked the way this
worked th&s year, vote for %xall the incuambents who did
it. If not, vote for change. Vote for néw blood. Vote
for a trué two-party system capable of compromise. With
a few more supporters in the Coggress, I can enforce the
budget agreement. Keep spending down. Get the economy
moving. Run the government on schedule, without scaring
the elderly, the disadvantaged, and dedicated federal

employees out of their wits.
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BOB DOLE

R - Kénsas) SH 141 Hart Bullding, Washington, D.C. 20510-1601
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ﬁon IMEEDIATE RELEASE CONTACES WALT RIKER
oicmm 21, 1990 (202) 224-5358

~ DOLE ON CONFERENCE
NEGOTIATIONS

. SENATOR BOB DOLE RELERSED THE FOLIOWING ETATEMENT REGARDING
THE CONFERENCE NEGOTIATIONS:

' I AM DISAPPOINTED THAT THESE IMPORTANT NEGOTIATIONS HAVE
REACHED AN IMPASSE. WE PRESENTED A FAIR OFFER, AS SHOWN IN THE
ATTACHED CHART. WE TOOX THE DEMOCRATS’ FIRST OFFER, MODIFIED I
IN THETR DIRECTION AND INCREASED TAXES ORN MILLIONAIRES. IN FACT,
OUR PROPOSAL RAISED MORE FROM THE RICH THAN THEIR PACKAGE. WE
BELIEVE THE "DEDUCTION REDUCTION" IS BETTER POLICY THAN A SURTAX
AND WE BELIEVE MOST TAX ANALYSTS WOULD AGREE," DOLE SAID.

: "THE FPRESIDENT HAS GONE MORE THAN HALF WAY. I REGRET THE
HOUSE DEMOCRATE INDICATE THEY ARE UNABLE TO DO THE SAME."

e



g&?wsgiéﬁggo@n&gﬂﬁgaﬂguﬁsgﬁagi

REW | %OIT | %000 | Se88S | %ow0s | zeeeS | %iz | ©ois LY ‘#a0g)
fndedl Bndedl B d B BB N ESS T4 [Ton0pue 000002 1
R | % %oz | g5 ! wiz | vy | wes L [500'002 M 000'00L §°
%W | xase | %rz 08s y ¥4 9 | %use L FTHou0o mo0g'ss
WSS | %ive | WBEL ] oSzt ] %02 ) w24 [ owm 8Z [000'SL 00008,
%12 | I | w1 | 005 %WwolL | 68 | W ¥ 0000 0900y
WEOZ | KO0 | NKEL | 9BIL | WFEL | ®SIE | %2 £Z  [""0000r N060°0E
%EBL | %reL | %G { g0 | %Gl | s2m | wusz €2 ["000'0e C006°02
YTl | %eTL ¢ WL | IS w2 TR | w5e Fi~ "% S0 |
NZEL | RETE | XYL P3| %eL s | %os- F0S- |[ToacmsupsseY|
BRRd | Weakd | 30%sd | Suopg | ¥xale. | RIONE { J0a0g | suown
j P | GRiimeodeid | Gyae)wosted | (ENE) Soamy [

K0S Jopan 28pGN opS.§ &oBiom) owong
© | SR XN SMPeE| SSIR) ANpOd Sexrl mpod ) ehewry
. (epearyeuwomossiy -
SNCH0LE SICAGE - UORIIDU0N Jbipng

~ L0 NVINIENISY -
{3) AHODALYD 0N AG 'SLITLET “TYNOLLABRIISIO 4O ALVINENS

£EC 068

CHERNUOISY 0PIG DOTIUIIOT GOUEIL] FEUOS W) A5 POSHOL TE TIS0RIDY IANNS 1P B X3 SROgO PN ST ruosngang (1) ‘K

e p— e



5/90 15:31

MALcoLM Wartop
WYoMING

SEN.WALLOP

UNITED STATES SENATE
WASHINGTON, D. C. 20510

—/TD—‘: 40\/_ Qvnur‘
Total: 2 |

@oo1

1)

T




- 310/15/90,  15:32 SEN,WALLOP___ _ @oo2

F = JV“ AW bl ' YA b T W Wiy Y WA . —

Sincome tax return data recently released by the IRS. Not only
does it show the massive concentration of the income taw burden
on the top taxpayers, but it demonstrates conclusively that
virtually all the GROWTH in income tax revenues is now
coming from the top 13 percent of the taxpayers, and nearly 77
percent of it ig coming from those over $100,000. (Table)[ep

In 1988, total income tax collectionsg rose by $47 billiom
over 1987, from $369 billion to $416 billion. a 12.7 percent
rise—-reflecting the strong, pre-Bush econony. ¥Yet in that 1988
year, the taxes paid by the income groups under $50,000,
{representing 87.3 percent of the taxpayers) rose by only $1.2
billion, or only 4 percent of the total increase. [ep

Furthernore that 87.3 percent of all taxpayers paid only
37.1 percent of the total income taxes collected, and in real
terms their tax payments have actually beemn going DOWN every
vear. 1988 was no exception: the real tax payments (after
inflation) for the bottom 87 percent of all taxpayers FELL by
another 2 percent, on top of a 10 percent real drop 1%51-87.

[ep This means matW
was paid by the top 13 pe o avers, whe accounted
for nearly &3 percent of all income taxes paid. Their
tax payments rose 21 -percent in 1588, or a real rise of 17
percent. It is ‘hard to imagine a more steeply progtessive tax
burden than that, or a more steeply progressive TREND.{ep

The belly-aching coming from average taxpayers over the -
alleged "tax breaks" for the rich represents an appalling level ‘
of ignorance from a class of taxpayers who have seen thelr income
taxes GO DOWN massively (nearly 15 percent) in real terms over
the last 9 years, eveh as the taxes paid by the wealthy have in
fact socared at their fastest growth rate in at least 3 decades.
From 1581-88, the tayes paid by the top 5 percent rose in real
terms by over 70 percent while NP grew less than 24 percent.

[ep Indeed, in 1988 the 2.3 percent of all taxpayers over the
-v.-‘-.—' .

1
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income level of £100,000, paid 77 percent of all of the .
additicnal tazes collected in rysé (over 1987) even though this
2.3 percent’s total share of the tax burden is already a massive
36.4 percent., Their ackual tax payments rose 27 percent REAL.
[ep  In plain English the 198¢ Tax Reform Act made an already

' intensely Yprogressive® income tax burden still more progressive,

with new taxes collected from the rich at double even thelr
already high share of the current inceme tax burden.{ep

Indeed, the biggest target of the Democrats’ revenge, the
65,303 tavpayers with over $1 million in income, who represent
only 6/100 of 1 percent (0.06%) of all the taxpayers, not only
paid 16,5 percent of all the taxes paid ($44 billion), but they
paid 41.3 percent of the total revenue increase in 1988![ep

This means that the Democrats and their allies iike Kevin
Phillips are engaged in the most astonishing and destructive
not to mention irresponsible level of distortion on this issue,
and the result could be catastrophie for economic policy.{ep

That is because simply slapping huge new 5 to 15 percent tax
surcharges on everyome over $100,000 (as House Democrats now
propose to o) will not only be massively unfaiy in terms of who
has ACTUALLY been paying the rising tax burden in this country,
but economically suicidal. [ep
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The vast preponderance of US new job formation is the result of

investment by those with incomes over $100,000, and whacking
those incomes is attacking job creation and economic greowth.[ep

It is time to stop this disgusting and ugly pelitics of
envy, and remembar where Lenin led his people———-right down the
econonic toilet. {ep

1987-1988 INCOME TAYX TRENDS
(MTLIIONS OF $).

-

INCOME =~ - . REV.CROWIH % OF % OF % OF
cLass’ . - 1987-88 TOT. GRWTH TXPYRS TOTAL BURDEN
Under $15,000 - 765 - 1.6% 43.0% 3.3%
15,000=-50,000 2,611 5.6% 44.4% 33.8%
50,000-100,006 2,018 19.2% 10.4% . 26.5%
100,000- 1 M 16,661  35.5% 2.2% 25.9%
14 & over 19,381 41.3% 0.06% 10.5%
rotal 46,906 100.0% 100.0% 100.0%
RECAP

Under $50,000 1,846 £.0% 87.4% 37.1%
Over $50,000 45,060 §6.0% ' 12.6% 62.9%
over $100,000 36,042 76.8% - 2.3% 36.4%

~ SOURCE: IRS Statisties of Income Spring 1990 $TSE
$T$E ~C *~E“C {ET
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5 Yr, Deficit Reduction
" % Spending Restraint
% Revenue Raising

% Interest Reduction

L_Revenge [ncregses:
Revenue Raising
Net Deficit Reduct.

Eliminate Bubble

Suspend Tax Indexing For
One Year

Impose 10% Luxury Tax
10% Surtax On Inc. +$1IMM

Gas Tax:
* Motor Fuels
* Petroleum

Tobacco And Spirits:
* Cigarettes

* Wine/Beer/Spirits

Environmental Taxes

I._Other Revenues:
¢ IRS Enforcement

* Corp. Int. Disallow.
* Limit Item. Deduction.
* Foreign Grantor Trust

* Ext, SS Tax to St/Loc Employ

s Ext. HI to State/Loc
* Incresse Medicare Cap

* DAC
* FUTA

pg'd

SIDE-BY-SIDE

Five Year Totals
The Rosty
Budget Summit Challenge Rosty I
Agreement (3/12/90) (10/12/90)
$ Billions) ($ Billions) ($ Billions)
_LBGOT. ~ 116 $500.0
60% 55% ¢ Unknown
27% 33% 30%
13% 12% Unknown
* Suspect
$162.7 $195.2 $175.4
$137.9 $173.2 $148.6
NO $44.3 $50.0
(Incl. 25% AMT)
NO $40.8 : $36.0
(Except EITC) (Brackets and Pers. Exempt)
$1.9 NO $2.8
NoO NO 7.6
(Equals 33.6% Rate)
$56.8 $57.9 =()-
510 Cents 15 Cents No
2 Cents No No
$5.9 $13.8 $5.8
+4 Cents in 1991 +16 cents +4 Cents in 1991
+4 Ceants in 1993 +4 Cents in 1993
$10.0 $7.4 $9.3
(Beer, Wine only) (Includes distilled)
$1.1 $22.0 $1.6
(Air Pollution) (Likely to drop "Guzzler")
$9.4 NONE NONE
$39 NONE NONE
$18.0 NONE NONE
NONE NONE - $5.4
$11.7 NONE $10.0
$5.2 NONE NONE
$13.0 NONE $22.0
(To $73,000) (To $100,000)
$8.0 NONE $8.0
NONE NONE $5.4
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SIDE~BY-SIDE

Five Year Totals
The Rosty
Budget Summit Challenge Rosty II
Apgreement (3/12/90) (10/12/90)
($ Billions) (§ Billions) ($ Billions)
II._Revenue Logses; Total $25.0 Total $22.0 Total $26.8
th tives;
* Small Business $12.1 NONE NONE
¢ *Capita] Gains" -— NONE $15.8
* Ensrgy $4.0 NONE NONE
* Extenders $2.9 NONE NONE
Specified EITC Increase $5.0 £22.0 $11.0
' (+ unspecified)  Exempted From One Yr. Freeze (+ unspecified)
Defense $150.0
- $182.4 (Freeze +3% Decline)
Non-Defense Discretionary $26.4
{One Year Freeze)
“Medicare Freeze | §19.4
Non-Means-Tested - $119.0 8.7
COLA Freeze , (One Year Freeze)
Y._Enforcement: Shifts GRH Targets  Repeals GRH Sequester 7
Discipline
Category Caps & Freeze Provisions
Sequestration '
Pay As You Go" Requires New Speading
For Entitlements Must Be
And Revenues "Paid For”
vvd @S:ST @6, ST 120



8 Yr, Deficit Reduction
% Spending Restraint
% Revenue Raising

% Interest Reduction

Revenue Raising
Net Deficit Reduct.

Eliminate Bubble

Suspend Tax Indexing For
One Year

Impose 10% Luxury Tax
10% Surtax On Inc. +$1IMM

Gas Tax:
& Motor Fuels
* Petroleum

Tobacco And Spirits:
* Cigarettes

* Wine/Beer/Spirits

Envircnmental Taxes

Il r Rev H
* IRS Enforcemsnt
* Corp, Int. Disallow.,
» Limit Item, Deduction
* Foreign Grantor Trust

" #» Ext. S8 Tax o St/Loc Employ

s Ext. HI to Stats/Loc
* Increase Medicare Cap

* DAC
* FUTA

bsE"d

SIDE-BY-SIDE
Five Year Totals
Ths Rosty
Budget Summit Challenge Rosty I
Agreement (3/12/90) (10/12/90)
$ Billions) ($ Billions) ($ Billions)
$300.0° ~ 116 ~$300.0
60 % §5% * Unknown
27% Kk} 30%
13% 12% Unknown
* Suspect
$162.7 $195.2 $175.4
$137.9 $173.2 $148.6
NO $44.3 $500
(Incl. 25% AMT)
NO $49.8 £36.0
(Except EITC) (Brackets and Pers, Exempt)
$1.9 NO $2.8
NO NO $7.6
(Equals 33.6% Rate)
$56.8 $57.9 $-0~
5-10 Cents 15 Cents No
2 Cents No No
$5.9 $13.8 $5.8
+4 Cents in 1951 +16 cents +4 Cents in 1991
+4 Cents in 1993 +4 Cents in 1993
$10.0 $§7.4 $9.3
(Beer, Wine only) (Includes distilled)
$1.1 $22.0 $1.6
(Air Pollution) (Likely to drop "Guzzler")
$9.4 NONE NONE
$3.9 NONE NONE
$18.0 NONE NONE
NONE NONE $5.4
$11.7 NONE $10.0
$5.2 NONE NONE
$13.0 NONE $22.0
(To $73,000) (To $100,000)
$8.0 NONE $8.0
NONE NONE $5.4

89:8T 86, ST 120
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IL._Reveane Losses;
th tives:
* Small Buginess
® *Capital Gains"
* Energy
* Extanders

Specified EITC Increase
Iv »

Defense

Non-~Defense Discretionary

Care 1'reeze
Non-Means-Tested
COLA Freeze

Y. _Enforgement:

v d

SIDE~-BY-SIDE
Five Year Totals
The Rosty
Budget Summit Challenge Rosty I
Agreement (3/12/90) (10/12/90)
($ Billions) ($ Billions) ($ Billions)
Total $25.0 Total $22.0 Total $26.8
$12.1 NONE NONE
— NONE $15.8
$4.0 NONE NONE
$2.9 NONE NONE
$5.0 $22.0 $11,0
(+ unspecified)  Exempted From One Yr. Freeze (+ unspecified)
$150.0
- $182.4 (Freeze +3% Decline)
$26.4
(One Year Freeze)
£19.4
- $110,0 $58.7
{One Year Freeze)
Shifts GRH Targets Repeals GRH Sequester m
Discipline
Category Caps & Freeze Provisions
Sequestration
Pay As You Go" Requires New Spending
For Entitlements Must Be
And Revenues *Paid For”

8S:ST B6¢ ST 100
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§ Yr. Deficit Reduction
% Spending Restraint
% Revenue Raising

% Intersst Reduction

Revenue Raising
Net Deficit Reduct.

Eliminate Bubble

Suspend Tax Indsxing For
One Year

Impose 10% Luxury Tax
10% Surtax On Inc. +$1MM

Gas Tax:
* Motor Fuels
¥ Petrolsum

Tobacco And Spirits:
* Cigarettes

* Wine/Beer/Spirits

Eanvironmental Taxes

IL._Other Revenues:
¢ IRS Enforcement

* Corp, Int. Disallow.

* Limit Item, Deduction

* Foreign Grantor Trust

* Ext, S8 Tax to St/I.oc Employ
* Ext, HI to State/Loc

* Incresse Medicare Cap

* DAC
* FUTA

pse"d

SIDE-BY-SIDE

Five Year Totals
The Rosty
Budget Summit Challenge Rosty I
Agreement (3/12/90) (10/12/90)
$ Billions (8 Billions) ($ Billions)
—LBUOTL—. ~ $511.6 ~$800.0
0% 55% » Unknown
27% kx ] ] 30%
13% 12% Unknown
* Suspect
$162.7 $195.2 $175.4
$137.9 $173.2 $148.6
NO $44.3 $50.0
(Incl. 25% AMT)
NO $49.8 $36.0
(Except EITC) (Brackets and Pers. Exempt)
slng No . .8 ’ lo!?
NO NO- 67
(Equals go{% Rate)
- $56.8 $57.9 ‘
5-10 Cents 18 Cents No
2 Cents No No
$5.9 $13.8 $5.8.
+4 Cents in 1991 +16 cents +4 Cents in 1991
+4 Cents in 1993 +4 Cents in 1993
$10.0 $7.4 $9.3
(Beer, Wins only) (Includes distilled)
$1.1 $22.0 $1.6
(Air Pollution) (Likely to drop "Guzzler")
$9.4 NONE NONE
$3.9 NONE NONE
$18.0 NONE NONE
NONE NONE $5.4
$11.7 NONE $10.0
$5.2 NONE NONE
$13.0 NONE $22.0 ¢
(To $73,000) , (To $100,000)
$8.0 NONE $8.0 .
NONE NONE $5.4

B5:ST B, ST 120



UL_Reveone Losses;
th tiveg:

* Small Business

* *Capital Gains"

* Ensrgy

* Extanders.

Specified EITC Increase

Defense

Non-Defense Discretionary

“Medicare Freeze |
Non-Means-Tested
COLA Freeze

SIDE-BY-SIDE

Y. _Enforgoment:

128 -

. Five Year Totals
The Rosty
Budget Suramit Challenge Rosty I
Agresment (3/12/90) (10/12/90)
($ Billions) (§ Billions) ($ Billions)
Total $25.0 Total $22.0 Total $26.8
$12.1 NONE NONE /
-— NONE $15.8
$4.0 - NONE NONE
$2.9 NONE NONE
$5.0 $22.0 $11.0
(+ unspecified)  Exempted From One Yr. Freeze (+ unspecified)
$150.0
$182.4 (Freeze +3% Decline)
$26.4
(One Year Freeze)
$19.4
$119.0 $58.7
{One Year Freeze)
Shifts GRH Targets Repeals GRH Sequester m
Discipline
Category Caps & Freeze Provisions
Sequestration
- Pay As-You Go" Requires New Speading
For Entitlements Must Be
And Revenues *Paid For"

B85:5T B6, ST 120



‘ THE WHITE HOUSE

WASHINGTON

October 15, 1990

MEMORANDUM FOR GOVERNOR SUNUNU
FROM: LAWRENCE B. LINDSEY

SUBJECT: Indexing Update

This afternoon I received the "official" indexing rates for
the 1991 tax schedules from the Department of Treasury. They
will not be made publicly available until December. These
indexing rates imply slight changes in the table distributed this
morning. Please find the new version attached.

Also find attached a copy of the Treasury distribution
tables for indexing. I have been asked to urge you to check with
Treasury before releasing this document. The Family Economic
Income classes are a unique measure of income and do not
necessarily correspond to the distribution by Adjusted Gross
Income (AGI) on the table we provided earlier. You should also
note that Treasury estimates the revenue cost of this program at
$9.7 billion while the JCT estimates it at about $7.6 billion.

If I can answer any questions, please do not hesitate to
ask.

cc: Roger B. Porter



AGI

10000
15000
20000
25000
30000
35000
40000
45000
50000
55000
60000
65000
70000
75000
80000
85000
90000
95000
100000

StDhed

5700
5700
5700
5700
5700
5700
5700
5700
5700
5700
5700
5700
5700
5700
5700
5700
5700
5700
5700

PerExmpt Taxinc

8600
8600
8600
8600
8600
8600
8600
8600
8600
8600
8600
8600
8600
8600
8600
8600
8600
8600
8600

0

700
5700
10700
15700
20700
25700
30700
35700
40700
45700
50700
55700
60700
65700
70700
75700
80700
85700

Tax*

0

105
855
1605
2355
3105
3855
4605
5576
6976
8376
9776
11176
12576
13976
15376
16776
18176
19751

DemTaxincDemTax*

0
1100
: 6100
11100
16100
21100
26100
31100
36100
41100
46100
51100
56100
61100
66100
71100
76100
81100
86100

0

165

915
1665
2415
3165
3915
4665
5889.5
7289.5
8689.5
10089.5
11489.5
12889.5
14289.5
15689.5
17089.5
18624.5
20274.5

TaxIncrea

0
60
60
60
60



[T

B4

10/15/80  17:50 ‘ ’ @002

TABLE I

Ve @Mj

Democratic Proposal to Freeze Indexing
of Rate Brackets and Personal Exemptions

(1991 Income Levels)

By
mn 4%

pamilies with

H H Tax Change 3 z
: H H -y z Total Tax Change
: : ¢ Percent = H H
:Family Economic : : of All. : Average : s Parcent
:Income Class (2)s Number : Families : Tax Change: Amount :Distribution
: (5000) t {(millions): (%) T () : {$M) : (%}
LOSS 0.1 11.7 1i9 11 0.1
6 - 10 1.5 10.6 17 26 0.3
10 - 20 9.1 50.5 21 195 2.0
20 - 30 11.4 78.7 38 429 4.4
30 - 50 19.8 85.3 72 1,430 14.7
50 - 75 i6.3 99.1 145 2,371 24.4
7% - 100 9.3 99.4 254 2,351 24.2
100 - 200 7.2 97.4 354 2,567 26.4
200 & over 0.8 . 51.7 416 329 3.4
Total 75.5 73.3 129 9,709 100.0
Department of the Treasury 15-0ct-~20

(1)

(2)

Office of Tax Analysis

This table reflects the total estimated change in tax liability due
to the Democratic proposal to freeze indexing of rate brackets and
personal exemptions for one year.

Family Economic Income (FEI) is a broad-based income concept. FEI is
constructed by adding to AGI unrepoerted and underreported income; IRA
and Keogh deductions; nontaxable transfer payments, such as Social
Security and AFDC; employer—provided fringe benefits; inmside build-up
on pensions, IRAas, Keoghs, and life insurance; taz-exempt interest; and
imputed rent on owner—occupied housing. Capital gains are computed on
an accrual basis, adjusted for inflation to- the extent reliable data
allow. Inflatiomary ilosses of lenders are subtracted and gains of
borrowers are added. There is also an adjusiment for accelerated
depreciation of noncorporate businessess. FEI is shown on a fanmily,

rather than a tax-return, basis. The economic incomes of all menbers

of a family unit are added to arrive at the family’s economic income
used in the distributions.

ap ¢ or 4 4F 0

a8



REVENUES AND SPENDING AS A PERCENT OF GNP,
YEARS OF THE AGREEMENT COMPARED

TO THE '80's

Receipts

Estimates

Under _ - 1980’s
| Agreement Actual Actual
Year ﬁ Year % Year %

1985 18.6 1980 19.4
1986 18.4 1981 - 20.1
1987 19.3 1982 19.7
1988 19.0 1983 18.1
1989 19.2 1984 18.1
Spending

Estimates

Under 1980's ‘
Agreement Actual Actual
Year 9% Year % Year %

1985 23.9 1980  22.1
1986 23.7 1981 22,7
1987 22,7 1982 23.8
1988 22.2 1983 24.3
1989 22.2 1984 23.1

The last year that spending as a percent of GNP was below 18.4% was 1966.




THE WHITE HOUSE

WASHINGTON

October 5, 1990

MEMORANDUM FOR ROGER B. PORTER

FROM: LARRY LINDSEY
ANDY MITRUSI

SUBJECT: Distribution of Tax Increases

The table below represents our best estimate of the
distributional effects of the tax changes in the Budget
Agreement. We present the assumptions we used in these
calculations below.

1993 Income Average Percent of
Class Additional Tax Income in Class
Under 10k 37 0.7%
10k - 20k 73 0.5%
20k - 30k 148 0.6%
30k - 40k 194 0.6%
40k - 50k 233 0.5%
50k - 75k 326 0.5%
75k - 100k 546 0.6%
100k - 200k 1102 0.9%
over 200k 4900 1.0%

Assumptions: Income Tax and HI tax changes, including the
Earned Income Tax Credit were apportioned using the Individual
Tax Model File provided by the Internal Revenue Service.
Excise tax changes were apportioned according to the data in
the 1987 Consumer Expenditure Survey, Bureau of Labor
Statistics. Luxury excise taxes were apportioned among
taxpayers according to the amount their incomes exceeded
$50,000. Taxes likely to be paid by corporations were
apportioned according to dividends received. Similarly, small
business tax incentives were apportioned according to
dividends. Social Security coverage extensions were
apportioned according to wages.



THE WHITE HOUSE

WASHINGTON

October 1, 1990

MEMORANDUM FOR GOVERNOR SUNUNU

FROM: LAWRENCE B. LINDSEY
ANDREW W. MITRUSI

SUBJECT: Data on Taxes and Spending as a Share of GNP

Attached is the data you requested. Please excuse any
delays. The final table on each page represents the deficit
with and without adjustments for social security surpluses and
deposit insurance.



TAXES AND SPENDING AS A PERCENTAGE OF GNP

Pre-Summit Taxes and Spending

1991
1992
1993
1994
1995

Discret. Mandatory Interest

8.92 11.35
8.69 11.02
8.43 10.08
8.18 9.06
7.89 9.21

Summit Savings

1991
1992
1993
1994
1995

.17 .21
.36 " .33
.52 .36
.74 .40
.81 .44

3.36
3.23
3.05
2.84
2.62

.03
.10
.18
.26
.34

Post-Summit Taxes and Spending

1991
1992
1993
1994
1995

8.76 11.14
8.33 10.69
7.91 9.73
7.44 8.66
7.08 8.78

Post-Summit Deficit

1991
1992
1993
1994
1995

Agreed Level
Consolidated
Deficit"

4.33
3.65
1.92
- .23
- .89

3.33
3.13
2.87
2.58
2.28

Social Security

Less Deposit Ins.

Adjustment

-.83
-.51

.58
1.78
1.72

* Includes revised economics

Total Total
Outlays Receipts
23.63 19.14
22.95 19.01
21.56 19.00
20.08 18.97
19.72 18.87
.41 .28
.80 .42
1.05 .40
1.40 .45
1.58 .42
23.23 19.42
22.15 19.43
20.51 19.40
18.68 19.41
18.14 19.28
GRH
Deficit
3.50
3.14
2.51
1.55
.83

GNP estimates are from the Midsession Review




Pre-Summit Taxes and Spending

1991
1992
1993
1994
1995

Discr

522.9
546.1
567.4
588.0
602.8

et.

Summit Savings

1991
1992
1993
1994
1995

9.8
22.6
34.8
53.2
62.0

Post-Summit T

664.8
692.7
678.5
651.1
703.8

12.1
20.9
23.9
28.8
33.3

and Spending

1991
1992
1993
1994
1995

513,
523,
532.
524.
540.8

o0

652.7
671.8
654.6
622.3
670.5

Post-Summit Deficit

1991
1992
1993
1994
1995

1991
1992
1993
1994
1995

* Includes revised economics

Agreed Level
Consolidated

Defic

GNP

5859
6283
6731
7186
7638

it"

253.6
229.4
129.4
-16.7
-68.3

TAXES AND SPENDING IN BILLIONS OF DOLLARS

Total
Mandatory Interest Outlays
197.0 1384.7
203.0 1441.8
205.6 1451.5
204.0 1443.1
199.8 1506.4
2.0 23.9
6.5 50.0
12.2 70.9
18.4 100.4
25.7 121.0
195.0 1360.8
196.5 1391.8
193.4 1380.6
185.6 1342.7
174.1 1385.4
Social Security GRH
Less Deposit Ins. Defic
Adjustment
-48.6 205.0
-32.3 197.2
39.2 168.7
128.2 111.7
131.6 63.5

GNP figures are from the Midsession Review

Total
Receipts

1121.4
1194.2
1278.6
1363.0
1441.1

16.2
26.7
27.0
32.1
31.8

1137.6
1220.9
1305.6
1395.1
1472.9

1t
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"Whao do you think is more
to blame for the current
budget situation?

ZZ Congress

B Fresident Bush

=Oct. 8: Washington Post Poll
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situation? Which party in Congress do you think is more to

blame for the current budget situation?”

(Republicans/Bush vs. Democrats)
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FURSELL~KASICH BUDGET PROROSAL

0 This hdget package produces nearly $35 billien in first-year spending

cuts without raising any new taxes. Five year reductions exceed $400

billion.

FAIR TREATMENT TN SPENDING CUTS

0 This package proposes a BA freeze for non-defense discretionary spending
in the first, faurth and fifth years while allowing a 4% cap in vears two

FORETGN AID .
O Unlike other proposals, the GOP altermative treats it in the same manner
as mn—defensg discretionary—it's frozen too.

O Incorporates the Nunn sperding prqmai saving $170 billion over 5 years.

ENTTTIIMENTS

O Entitlement spending reductions are about half of those proposed in the
discretionary area. The Medicare cuts are abaut §18 billion less than

contained in the original sumit agreement. There is o increase in the
Part B premium. ' '

NO NEW TAXES
REVENUES
0 mispackageproposesmdastrevemthrmghmeextasionofmrrmt

policy. The largest increase is tne extension of telephone excise tax.
The plan would raise $4 billion in the first year, $23 billion over 5.

TRON-CIAD ENFORCEMENT

0 Five-year caps on three categories of discretionary Sperx:hrg

0 Eliminates “aurent services" budgeting which depicts spanding increases
as spending cuts,

O Contains an enhanced rescission.

o] 2imi.nata “pay as you go® fortaxaztsmtrequi.:mSperdh-gixwreases
offset. :
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PURSELL-KASICH BUDGET PROPOSAL
Major Elements
(In Billions of Dollars)

Deficit Reducton

1) Non Deferise Discretionary - 87 - 66.0
2) Defense -10.1 -170.0
3) Entitlements -10.8 -101.3
4) Revenues - 4.1 - 23.0
5) Interest (Estimate) - 1.5 - 50.0
TOTAL - 35.0 -410.0
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Fiscad Years 1991-1995 i
FOdons of Dolktars)
Rewm Eleciive IIT 9> 1900 1904 1986 199386
Revenue-Falning Provisioes
: 1. Extend Aipont Trust Fund aviation excise taxes _
j {5 years) {2) - . 120190 05 1.6 17 18 20 80
| 2. MWWMILUST)MW
i {5 years) DMovE 430 o D1 0.1 0.3 0.1 0.6
; 3. Extend salephone excise taor and seodify collecton podod____ - 15 26 258 29 31 131
3. Adopt foroign complknce: provisions mchuding cortain ' :
P peovisions from H.AL 4308 _ 320090 1}] L) 0.1 0.1 01 63
, - 5. Retren hexdih with reversion excise increase and assed
L  cushios sequirement : Il 05 02 02 ot ot 0
6. Payeoll tan deposit stabiizaon. : - - 10 22 32 - PR
! [Hied Detick Roduction.__... : - e 17 58  SA 230

Joint Comnilser: on Tsabon .

NOTES:  Details may not add 1 ktals due 1o rounding. .
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1» “Effective” colwawn Mm--mthyswdmdw .

(1) Gain of jess than $50 milon. '
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July 19, 1990

The chairman of the House Republican Policy
Committee, Rep. Mickey Edwards (R-0K), issued the
foellowing statement today:

"Democratic leaders in the Congress have attempted
to portray a House Republican resolution opposing new or
increased federal taxes as an internal dispute among
Republicans. Senator George Mitchell, the Senate's
Majority Leader, told the press that he did not want 'to
get involved' in what he called 'a dispute between House
Republicans and the President. 't

"Let me make it perfectly clear. Senator Mitchell
IS involved. This statement by House Republicans was
aimed at George Mitchell, not George Bush. There is a
prospect of new and higher taxes on the American people
not because that's what the President wants but because
the Democrats who control both houses of Congress refuse
to even talk about reducing the federal deficit unless
they can have their chance to raise taxes. It is George
Mitchell and Tom Foley and Dick Gephardt and Jim Sasser

- nore -
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and the rest of the Democratic negotiators who go to bed at

night worried that there might be something they haven't

taxed yet, or some dollars the people might be keeping that

ought to be taken away by the federal government. Taxes are
on the table in the budget’talks because the Democrats would
rather see the deficit get larger and people lose their jobs

than have an agreement that would cut spénding or reform the

 budget process that they control.™

"It ié not up to Republicans to take one nore step
toward an agreement. President Bush was forced by Democrats
to say he would consider an increase in revenues in order to
keep the Democréts at the bargaining table so something can
be done about the federal deficit, Now it's up to the
Democrats. The ball is in their court. They have done
nothing at all to help reduce the size of the federal
deficit. They have put no spending cuts on the table, they
have‘put no entitlement reforms on. the table, they have put
no budget reforms on the table; they have merely pouted and
whined and stamped thei; feet and demanded the right to
increase taxes on the American people.®

# ¥4



0o7. 19. 80 Q2
"‘MICKEY EDWARDS

FIFTH BISTRICT, OKLAHGMA

* APPROPRIATIONS COMMITTEE |
. EUBCOMMITTENS:

FOREIGN OPERATIONS (VIGE CHAIRMAN)
MILITARY CONSTRUCTION

+*EDWARDSE WASH.

Congress of the Enited States

a1l
2330 RavsunN Houss Osnicy BLoG,
WaswmingTan, DG 20815
{202) 225-2132

1200 $E FRaNg PHiLLIPS BLva,
AARTLESVILLE, QK 74003
{918) 338-5438

800 NW E3ap, SuiTs 108

FBouge of Repregentatives
Waghington, BE 20515

Oxuanoma Qiry, OK 73118
Gralon {403) 2314541

REPUBLICAN POLICY COMMITTEE

102 SouTH BTH STREET
Ponea Oy, OK 74801

VICK! LOVE MARTYAK
(40m 782-3121¢

CHIEF OF STAFF

FAXIMILE TRANSMITTAL FORM

")' ""lq fqo

TOTAL NUMBER OF PAGES, INCLUDING COVER: 3

DATE OF TRANSMISSION:

Bov- Sunundk
ORGANIZATION: C\m?P oF \Sjﬂ‘['\-c ,
FAXIMILE NUMBER: &5 4p . 239 ':1 ‘

| I;*Rom CD%_ Mi (:KQ.L{ Edwiards

Please get this © Sov-
SunRUAL C_bh%m | ASA?.
T}'Ohl(%du. o

QNW“ )



: | PRELINARY
120090 602pm -

, msrmmdmurmcronmmamxnmcsmr ,
N LIEU OF THE PHASEOUTS OF THE 15% BRACKET AKD THE PERSONAL. EXEMPTION (1)

11950 income Levals]
Numbsrof  Percoat of o B Mumbsrof  Percantof §
Retums Totsd Average Aggregate Retums Total Average ’ W Aggregate
INCOME With Tax Returns Tax Tax With Tax Retums Tax Tax Tax
2 ncresse {3) Increase Increase Decroasa (3) Decrease Decroass Change
(Thousands) _ {Percent) (Doflars) (Millions) {Thousands)  (Percont) - (Dolars) < (Mitions) (Millions)
Loss than $10,000. ... - - - - - - . - - -
10,000 - 20,000....._...| - .- - - - - L= ~ -
. .20,000 - 30,000.............] - - - - - - - - -
30,000 - 40,000.............. - - e .- - - - - -
‘40,000 - 50,000.............] 5 O 01% $48 (¢} - - - - )
50,000 - 75,000............, 24 T 02% - 160 $4 364 2% $-148 $53 $-49
75,000 - 100,000............. | 8 03% 562 4 262 9.2% 405 . 114 110
100,000 - 200,000............| 21 0.7% 445 9 2468 85.4% 762 | 1880 . 1,871
200,000 and OVer......c.o....] 374 37.6% 10,535 3,935 564 57.0% 2352 28 |, 2607
TOTALS 432’ 0.4% $9,153 33,953 1,677 3% $918 $3375 | ss78
~ Joint Committes on Taxation ‘ : : ' '
12-Oct-90 . _ _ ¥

NOTE: Datalsmaynmaddtototalsduatomniu_

(1) Capital gains taxed at a rrmhmrzlodza‘!s. mmmmmmmmmmmasamnamdmmwm
{2) ThokmmooomaptmdtoplacommmsInmdmlsadksmdgmsshm(ﬁﬁl}plw.[Ilmmmmmonplmrmmnmhrheammansm
e Insurance; [3] inside bulidup on e Insurance; [ﬂWWHWaWMM[@WWmMm!MWMmM
accounts; [7] the minkmum tax preferences; and [8] net lossas, In excess of minlmum tax preference, from passive business activities.
{3) Total retumns include fliag and nonliing units. Fling units Include all taxable and nontaxable relums. Noafiling unhts include idividuals with income that ks exempt from
Fodoral Income Laxation {e.g., transfer payments, interest from tax-exempt bonds, etc). However, In:ﬁvidualswhoamdopmmmmhertaxpawsammm
, (4} Less than $500,000.

. (5) Less han 0.05%.
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Who to Blame for Budget Situation
(Republicans/Bush vs. Democrats)
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"Who do you think is more to blame for the current budget
situation? Which party in Congress do you think is more to

blame for the current budget situation?”

epublicans/Bush
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*Oct. 8: Washington Post Poll
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"Whao do you think is more

to blame for the current
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budget situation?




	41-bpr-whcos-sununu-iss-29139-001
	image68158
	image68159
	image68222



