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The Honorable

Robert Dole

United States Senate
Washington, DC 20510

Dear Senator Dole,

It's my pleasure to invite you to a breakfast meeting in my | ;fjﬂf _

new offices at 555 New Jersey Avenue, NW.
—e —

While the latter part of June looks good, hopefully June 20th
or 21st would fit your schedule. \)

We look forward to meeting again and will work with your
staff to set an acceptable date.

Sincefely,

gt fik 5

Vernon A. Clark
President

VAC/cwh

/(/ZZM Yerer ~£“ e

555 North New Jersey Avenue, Suite 255, Capitol Place L. Washington. DC 20001 202-737-1123
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June 17, 1988

MORANDUM
TO: SENATOR DOLE
FROM: RICH BELAS
SUBJECT: VERN CLARK BREAKFAST SPEECH

You are scheduled to speak at breakfast meeting on Monday
morning at the offices of Vern Clark & Associates. I called Mr.
Clark’s office to find out if there was anything they
particularly wanted to hear about. Mr. Clark was out, and his
assistant told me just that they were not expecting prepared
remarks.

I have enclosed a short memo on the preliminary Ways and
Means staff options prepared for the technical corrections
mark-up on Tuesday.
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June 17, 1988

MEMORANDTUM
TO: SENATOR DOLE
FROM: RICH BELAS

SUBJECT: WAYS AND MEANS REVENUE OPTIONS

Attached are the staff revenue options charts for the Ways
and Means Committee mark-up next week on technical corrections.

There is a chart showing the revenue cost for one-year
extension of various items, a second chart for a two-year
extension, and a chart showing revenue options totalling $59
billion over 5 years.

The revenue raisers are divided into Administration proposals
(principally including all state and local employees under the
medicare payroll tax), items from the 1987 House-passed
reconciliation bill (including repeal of the completed contract
method of accounting effective June 16, 1988), items from the
Finance Committee’s bill changing the diesel tax rules for
farmers and others, and other options.

You may be interested to note that Senator Bradley's ESOP
limitation is on the list of other options, but it raises less
($315 million through 1991) than Senator Bradley had expected

Among the additional options are also repeal of the suspense
account for large family farmers ($228 million through 1991), the
Stark-Gradison restrictions on tax benefits for withdrawals from
life insurance contracts ($689 million through 1991), and repeal
of the grandfather for Alaskan Native Corporations ($825 million
through 1991).
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June |15, '988

PRELIMIMARY
OME-YEAR EXTEMSIOM
ESTIMATED REVENUE EFFECT OF EXTENDING YARIOUS EXPIRING PROVISIONS THROUGH CALENRDAR YEAR 1988,
AND OTHER ACTIOW
Fiscal Years 135B8-33
(Milllons of Dollars)
: L
ltem 1988 1989 1950 1891 1988-91 1988-93
EXAPIRING PROVISIONS '
1. Educestional assistance®......cccausne A S A R R B B A, ) Nieinis =120 -446 =114 e -680 -8680
2. Group legal services. ....c.iuaee U S s A I 2 T E e I T S Y T S o B - -9 -129 -25 i =174 =174
3. Blomess anergy creadit.......cu0+ T W ST T e P s R S -47 -al 1% 9 - 145 -137
4, Other gnergy cradits, ....... S LT h o e e e G g B (a:ata e e = =35 -23 Fd -56 -54
5. Targeted jobs tax credit.....coccuvuvnacs VoA e b A A E e At B A e in e e e e =5 -52 -84 -62 -208 -243
6. R E&D credlt ... iesivis Y R ey B e S -401 =267 -37 ~705 b 4 1
7. MHorilgage revenus bonds . ....... B e ey St RNy e h - ~-1d -47 -45 =102 -188
B. FSLIC reorganizations: Ssctlon 697, sectiion 332 and
section 368 (effective through 1983) (I1)......... e an - eIy T A == =141 =251 -220 -612 -368
9. Allpcation and mpportionmant of research and sxperimental '
erpanditures (Treas, Reg. sec, 1 .BGBI-B).......couan. ST o e g -387 -62% -260 - =1,eT¢ -1,2T2
10. Safe harbor leasing for mass-commuting vehicles locplrcd 1987).. WA NfA NIA M7iA NIA N/ A&
11. Exception for ESOPs to excise tas on reversicns of qualified
plan assets Llexpires 198B).....c.00.. o e S e oy S e e A e e S e = -7 -3 . =12 =-1D
12. Fuels taz sremption for certaln tax! cabs (explres 1988)........ = -4 =3 -— =k =1
td. 2% floor on miscel laneous {temized daductions not ta apply
to publicly-offered regulated investment companies.........ee.u. -38 -262 - 2159 = -559 -559
ADDITIOHAL PROVISION
|. Permanant modiffication of diasel fuel exclse tax callactien
gnd exemption procadures for off-hignxay business usars
(effective T/V/BB)....... BT R o e T e AL el A BT A 8 -84 -232 -6 -82 -433 -563
= GRAMD TOTALS: -T42 -2,4%4 -1,713 -582 -5,531 -6,174
Joint Comm{ztee on Tasration
June 16, 1988
N/iA Not avallable.
{1] Tha estimate is based on preliminary data supplied op tha Federal Howe Loan Bana Beoard and way Change.
1
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June 16, 1988

PRELTMINARY
TWO-YEAR EXTENSIOMN
ESTIMATED REVENUE EFFECT OF EXTENDING VARIOUS EXPIRING PROVISIONS THROUGH CALENDAR YEAR 18940,
AND OTHER ACTION
Fiscal Years V9BB-93
iMillions of Dollers)
lTtem 1] 1989 1990 1991 I888-91 1988-53

EXPIRING PROVISIONS

*., Educatianal assiatsnce...... e T LT e M R W N -120 ~4486 ~400 ~-122 -1,088 -1,088
2. Group lepal sarvices..... e R R SRR e R B LN I (R T P s -89 -129 Co-104 -30 -282 -282
3. Blomass sneTgY Cradlt,. .. .cccincerinasaininnraessaannnee v Ensrsnay =54 -80 51 ~-31 -266 -263
4. Other anergy cradite.. . ...cciovevvonnnvrnioneiatonne i A . e -36 -53 -7 -106 -101
5. Targeieo jobs tad Eraditl. .cccicvsnsnsnsensnsssosnonanesessiorens g -61 o 7 4 | -182 ~-414 =561
6. R LDcredit ......0cnua. e o b A B A A A e T e e b S me 4014 -816 -366 =-1,583 -1,810
7. MNortgage revenud DONOE . ...ccssssncansratosesnssrs P S L s wiaiaaie e =10 -58 =10 -188 -396
8. FSLIC reorganizati‘ons: Section 597, section 382, and

saction 368 (affective through 1990) (I).....c.cnuuuan.. gty e e = =141 -354 ~501 -996 -1,882
9. Allocatien and apportionment of research and cap-riu-ntal

expenditures (Treas. Reg. ssc. 1.861-8)..... e L I L -387 -825 ~G85 -284 -1,882 -1,982
10, Safs harbor 'sasing for mass—commuting wvahicles [elplr-d 1887).. Wia NSA NIiA NfA MIA N/AT
11, Eaceptien for E50Ps to a@axcise tax on reversiens of qualified

plan assets (exp'ras 1988).....ccccancavsmmannnsronnan s S - =7 =7 =3 -17 -7
12, Fusls tax exemption for certsln taci cabs (esplres 1988)........ =5 -4 -4 -1 -9 -9
13. Small issue bonds--manufacturing (expires 1989)..........c0vcun.un - s -3 -27 -39 -84
14, MNonconventlional fuels production credit=-"drillling dete™

RN R TR 1 i ih i e i s s E oA e v T al e b e B b om0 -— - (2) (2) (3) (3)
15, Hnnlth—bncurincc far oolf saployed (axplres 1988) ... ....... e - - -244 -135 -373 -3r3
16. Exception for ESOPs te wmarly digtribution tax (expires 1939} e - - -10 -3a -23 ~22
17. Extend low~incoma housing credit throuph 1990.....c 000 nunvnnauns == -13 =151 -341 =327 =229
1B, 2% Floor on miscallansous |temized deductions nolt to apply

10 publiciy-offersd ragulated investmant companles........... s -33 -262 -314 =311 -925 -925

ADDITIORAL PROVISION
l. Permanant modlFficat'on of diesel fum) excisa tac callection
and szemption procedures for >ff-higaway business Jasers
[effactive THIFBB) . .. .ivs.resinecainans i o T ey AT e e AR U N e -34 -232 -B61 -62 -439 ~563

GRAND TOTALS: =702 -2.,45T7T -3.,542 -2,535 -9,236 -11,381

Joint Commistee on Taca:lon
Juna 16, 1988

KA Not avallabie.

(1) The estimate is baseo on preliminary data sopplied by the Fedaeral Homs raoan Bank Board ana may changa.
(2 Lass oF less than $5 milllon. L)
{3) Txcals-are pnot avalilable for estimates ~earesanteld by footaotes.
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€ Junes 16, 1988
PRELLMIWARY

POSSIBLE REVEWUE-RALSING OP1IDHS

Fiscal! Yeaars 1988-93
{wil1ions of Dollars)

ltem 1988 1989 80 1981 1988-81 1988-83

I. ITEMS FROM PRESIDENT'S FISCAL YEAR 1889 BUDGET

1. Extensior of medicare payral’ tax to all State and lacasl
government emp'oyees (effective December ), 19BB}........... i e 1,454 1,693 1,927 5,274 9,195
2. Repea' of tax recuction trigger for aviation eaciss taxes....... i i B85S 1,531 2,476 5,142
Subtotal: e 1,454 2,778 3,518 7.750 15,337

11. UNENACTED 1TEMS FROM 1087 HOUSE-PASSED MECONCILIATION BiLL (H.R. 3545)
A. Provisions Affecting lndividuals

1. Cap cash ogption under a cafetesrla plan at $500 per year,...... - 223 3682 532 1,137 2,473
2. Llimit deferral For like-kind exchange for real astate gain

10 S100.000 POr YA ., cocsssansasssnasssasnssssnnesssnntss e 134 393 415 438 1,378 2,330
3. Change estate tax State death tax credit to dsduct!on......... 4] 428 460 483 1,412 2,452
4, Minorily dlSCOUNES. .ccecericmssssassssasnssnsssssasatessscaasiae (n 222 2886 346 854 1,719

B. Business Reform Provisions
1. Accounting Prowisions
a. HRepeal corpleted contract method of accounting (effactive
Jurna 16, 19BB). ccccnenrssrsssnannsvaios R T o e S 92 585 1,030 1o 2. 4\T 2,47
b. Section 2€5 proposals:
(1) apply to holders of Installment obligations of State

and loca) governmenis, ... .4 AR T S et e e e P h R B I T - 43 68 7% 182 333

(2) Tighten de minimis rule....... L e e P~ - 15 8 [ 27 39

¢. Below-market loars to certain continuing-care faclilt!os.... - 2 5 B8 15 44
. #Amertization of franchises and customer-based intangibles... ao 1o 180 230 550 1,120
e. Require currept accrual of market discount on bonds......... - a6 155 248 447 1,059

2. Corporate Prowisions

a., bDebt financing and carporate acquisitions.,......... I 348 537 642 1,507 3,173
b, Limlt consolidgaled return pass—through.....ccocuernnarmnnnns == 263 348 aen 392 1.862

c. Tas benefitted transfers through intercorporats
dividends received deduction {(including preferred stock

loss transfe=8].. .. cecesereanesnsreass P S Fa e E= 27 95 176 298 B8
d. Cancellation of Indebtedness for bankrupt curporatiuns—-SES - 18 33 3t BB 175
3, Minimym Tax Prowvision: Increass bogk and adjusted currant
earnings preference 1o 100%.. .ot ivevaeannae S L U, T, By - 3,369 a,vep 1,481 7,968 10,958
4. Forelgn Taa 2rovision: Income from runaway a1ants ........ Al s 63 230 238 239 776 1,260
5. Tax-Esempt Grganfizations: Ta« on net investment income, of
trade BRSO iAtiDNE o i s e e e e e o e e P == 16 21 23 60 1o
C. Repeal ecclse tas avemptions for DUSES. ... v rescanrssrranens = 27 39 40 106 188
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POSSIBLE REVENWUE-RAISING OPTIONS
Fiscal Years 1988-33 (Millions of Dollmrs)

T

1tom 1888 1889 Y 11 1891 1988-91 1988-93
D. Accelerate Corporate Estimated TERABS . covamanrraasnpnssssnnananss - 142 B3 44 lSE _____ EEE
Subtotal: 368 1,107 7.479 B.131 21,083 33,463

111. ITEMS FROM SEMATE FINANCE COMMITTEE BILL (S. 2223)
1. Distilled spirits wine credit modI FIcatIoN. . cocnsnrsvasannansnse 8 57 63 70 198 360
2. Increase in gas cguzzler ercise Y@K, ..ccsenevecsaccnvsmneseannadn —_ 68 72 14 214 368
Subtotal: a8 125 135 144 412 728

IV. DYTHER POSSIBLE REVEHUE-RALSING OPTIONS
1. Restrict withdrawals of cash from lifae fnsurance policies

(Stork=-Gradisaon, H.A. 4401}, .. ccoavvnrcssnanrosmmnesarcnnccs 8 88 200 385 689 689
7. Hepeal Alsska Matlve Corporstions grandfather for cartain

\osses after 4/26¢88 (H.R. 44T75)...... e b e b R R e . 75 300 225 225 825 825
3, Iimpose S% w=lithholding tax on portfallo interest paid to

fareign persons...... P e R e e PR B AR ST R R R 40 162 273 202 767 1,386
4, FRepeal automatic 10-ymar amartization of Franchises

(section 1253(d}(2)) .. wvrrevcnannan e P T 15 55 sQ 115 275 580
5. Contorm section 174 definition of research to sxpsnses

eligitle for the RAD credit.....viviaearonecnan B - 659 8966 740 2,365 3,120
6., Repea' ESOP interest axclusion (affective June 16, 1988, with

binding contract excaptlon].. coccevcnoracas e T S Al A 1 45 104 1B% 315 814

7. Repea) suspense account for large family farmers (10-year
spread: 350 willlon tgreshaold) (effective for taxable years

beginning after 12/31/BB)..... S ra e e B e BT A W e T L Crehgrn . = 62 B3 83 228 ap4

8. Portfolio glvidends recae'ved daduction (reduce TO% to 60%
peginning 198%, and 50% thereafter).cveevsssnsssansnes T == 241 662 855 1,758 1,758
Subtotal: 139 1,620 2,803 z.880 7.222 9,548
GRAND TOTALS . 2 csscacaossntanssampmsasssesossnssamnsidssasnsrsnnesaases 513 10,308 12,995 12,653 36,487 59,074

Joint Commiltes on Taiation
Juna 16, 1938

e
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