
22. RECEIPTS 

Receipts (budget and off-budget) are taxes and other of the Government's sovereign or governmental powers, 
collections from the public that result from the exercise The difference between receipts and outlays determines 

the surplus or deficit. 

Table 22-1. RECEIPTS BY SOURCE 
(In billions of dollars) 

Estimate 
Source 1991 actual Source 1991 actual 

1992 1993 1994 1995 1996 1997 

Individual income taxes1 467.8 478.8 519.6 567.4 608.0 649.4 687.9 
Corporation income taxes 98.1 89.0 103.2 118.1 125.9 137.0 141.4 
Social insurance taxes and contributions 396.0 410.9 446.7 479.9 508.7 540.6 569.9 

On-budget (102.1) (109.9) (120.9) (131.1) (138.8) (146.3) (151.6) 
Off-budget (293.9) (300.9) (325.8) (348.8) (369.9) (394.3) (418.3) 

Excise taxes 42.4 46.1 48.1 49.7 51.1 48.9 49.9 
Estate and gift taxes 11.1 12.1 12.9 12.6 13.6 14.6 15.9 
Customs duties 15.9 17.3 18.0 18.3 18.4 18.6 18.6 
Miscellaneous receipts 22.8 21.6 20.7 21.9 22.5 23.4 23.4 

Total receipts1 1,054.3 1,075.7 1,169.1 1,267.9 1,348.2 1,432.5 1,507.0 
On-budget (760.4) (774.8) (843.4) (919.2) (978.3) (1,038.2) (1,088.7) 
Off-budget (293.9) (300.9) (325.8) (348.8) (369.9) (394.3) (418.3) 

1 Excludes effect of family tax allowance shown separately in Table 22-4. 

Growth in receipts.—Total receipts in 1993 are esti-
mated to be $1,169.1 billion, an increase of $93.4 billion 
or 8.7 percent from the $1,075.7 billion estimated for 
1992. Accounting for the effects of administrative ac-
tions, and enacted and proposed legislation on 1992 
and 1993 receipts, the adjusted growth rate in receipts 
is estimated to be 7.4 percent. Receipts are projected 
to grow at an average annual rate of 7.0 percent be-
tween 1993 and 1996, and 5.2 percent in 1997 to 
$1,507.0 billion. Because the rate of growth of receipts 
in 1993 exceeds the rate of growth of GDP, the receipts 
share of GDP is projected to rise from an adjusted 
18.6 percent in 1992 to 18.8 percent in 1993. The rate 
of growth of receipts exceeds the rate of growth of GDP 
in subsequent years, causing the receipts share of GDP 
to rise to 18.9 percent in 1997. This is above the aver-
age receipts share of GDP of 18.5 percent realized in 
the 1970s and slightly below the average receipts share 
of GDP of 19.0 percent realized in the 1980s. 

Composition of receipts.—The Federal tax system 
will rely predominantly on income and payroll taxes 
in 1993, with these sources accounting for 91.5 percent 
of receipts. The Federal tax system will continue to 
rely predominantly on these sources of receipts in 1997, 
when their combined share will rise to 92.8 percent. 

ENACTED LEGISLATION 
The Tax Extension Act of 1991 and the Emergency 

Unemployment Compensation Act of 1991 were the only 
major laws enacted in 1991 that affected baseline re-
ceipts. Together, the provisions of these laws are esti-
mated to increase receipts by $3.5 billion in 1992, $0.7 

billion in 1993, and $3.2 billion over the six year period, 
1992-1997. 

Tax Extension Act of 1991.—This Act temporarily 
speeds up the timing of estimated tax payments by 
corporations and extends for six months twelve tax pro-
visions that generally were scheduled to expire on De-
cember 31, 1991. The provisions of this Act are ex-
plained in greater detail below. 

Expiring Provisions Extended for Six Months 
Business energy tax credits for solar and geothermal 

property.—Nonrefundable tax credits are allowed for 10 
percent of the cost of certain qualified solar and geo-
thermal energy property. 

Minimum tax exception for gifts of appreciated tan-
gible property.—Charitable contributions of tangible 
personal property—such as artwork—are not treated 
as a minimum tax preference item for purposes of com-
puting alternative minimum taxable income. 

Rules for allocation of research and experimentation 
(R&E) expenses.—Companies with foreign operations 
are allowed to allocate 64 percent of domestic R&E 
expenditures to their domestic operations and 64 per-
cent of foreign R&E expenditures to their foreign oper-
ations. The remaining expenses are to be allocated on 
the basis of gross sales or (subject to a limitation) gross 
income. 

Targeted jobs tax credit.—A tax credit equal to 40 
percent of up to $6,000 of qualified first-year wages 
is available to employers that hire individuals from 
nine targeted groups. These groups consist of individ-
uals who are recipients of payments under means-test-
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Part Two-4 THE BUDGET FOR FISCAL YEAR 1993 

Table 22-2. CHANGES IN RECEIPTS 
(In billions of dollars) 

1992 1993 1994 1995 1996 1997 

Receipts under tax rates and structure in effect January 1,19911 1,076.6 1,164.3 1,257.8 1,335.1 1,413.5 1,488.6 
Enacted legislative changes: 

0.5 0.1 -3.8 Tax Extension Act of 1991 0.4 0.4 -0.1 0.5 0.1 -3.8 
Emergency Unemployment Compensation Act of 1991 3.1 0.3 0.3 0.3 1.2 0.4 
Other _ * _ * —* _ * -0.1 
Social security (OASDI) taxable earnings base increases: 

$53,400 to $55,500 on Jan. 1,1992 0.8 2.3 2.6 2.9 3.5 3.9 
$55,500 to $57,900 on Jan. 1,1993 — 0.9 2.7 3.0 3.4 4.1 
$57,900 to $60,900 on Jan. 1,1994 — — 1.2 3.4 3.9 4.4 
$60,900 to $64,200 on Jan. 1,1995 — — — 1.3 3.7 4.1 
$64,200 to $67,200 on Jan. 1,1996 — — — — 1.2 3.4 
$67,200 to $70,500 on Jan. 1,1997 — — — — — 1.3 

Medicare (HI) taxable earnings base increases: 
$125,000 to $130,200 on Jan. 1,1992 0.1 0.2 0.2 0.2 0.3 0.3 
$130,200 to $135,600 on Jan. 1,1993 — 0.1 0.2 0.2 0.3 0.3 
$135,600 to $142,200 on Jan. 1,1994 — — 0.1 0.3 0.3 0.3 
$142,200 to $150,000 on Jan. 1, 1995 — — — 0.1 0.3 0.3 
$150,000 to $157,200 on Jan. 1,1996 — — — — 0.1 0.3 
$157,200 to $164,700 on Jan. 1,1997 — — — — — 0.1 

Proposed legislation2 -5.2 0.7 3.1 0.9 0.9 - 1 . 1 

Total, receipts under existing and proposed legislation23 1,075.7 1,169.1 1,267.9 1,348.2 1,432.5 1,507.0 

*$50 million or less. 
1 These estimates assume social security and medicare taxable earnings bases of $53,400 and $125,000, respectively, through 1997. 
2 Excludes effect of family tax allowance shown separately in Table 22-4. 
3 These estimates include both the direct and indirect effects of administrative and legislative changes. 

ed transfer programs, economically disadvantaged, or 
disabled. 

Tax credit for low income rental housing.—A tax cred-
it is allowed in annual installments over ten years for 
qualifying newly constructed or substantially rehabili-
tated low-income rental housing. 

Tax credit for orphan drug clinical testing expenses.— 
A 50 percent nonrefundable tax credit is allowed for 
a taxpayer's qualified clinical testing expenses paid or 
incurred in the testing of certain drugs, generally re-
ferred to as orphan drugs, for rare diseases or condi-
tions. 

Tax credit for qualified research and experimentation 
(R&E) expenditures.—A 20 percent tax credit is pro-
vided for certain incremental R&E expenditures. 

Tax deduction for health insurance costs of self-em-
ployed individuals.—Up to 25 percent of the amount 
paid by a self-employed individual for health insurance 
expenses is deductible. 

Tax exemption for employer-provided educational as-
sistance.—Certain amounts paid by an employer for 
educational assistance provided to an employee are ex-
cluded from the employee's gross income for income 
and employment tax purposes. 

Tax exemption for employer-provided group legal serv-
ices.—Certain amounts contributed by an employer to 
a qualified group legal services plan for an employee 
are excluded from the employee's gross income for in-
come and employment tax purposes. 

Tax exemption for qualified mortgage bonds—The 
proceeds of qualified mortgage bonds are used to fi-
nance the purchase, rehabilitation or improvement of 
single-family, owner-occupied residences located within 
the jurisdiction of the issuer of the bonds. Qualified 
governmental units may elect to exchange qualified 
mortgage bond authority for authority to issue mort-
gage credit certificates. These certificates entitle home-

buyers to nonrefundable income tax credits for a speci-
fied percentage of interest paid on mortgage loans on 
their principal residence. 

Tax exemption for small-issue manufacturing 
bonds.—Interest on certain small issues of private ac-
tivity bonds is exempt from tax if at least 95 percent 
of the bond proceeds is used to finance manufacturing 
facilities or certain land or property for first-time farm-
ers. 

Estimated Tax Payment Rules for Large 
Corporations 

Under prior law, in order to avoid an estimated tax 
penalty, a large corporation (a corporation with liability 
greater than or equal to $1 million for any of the three 
preceding taxable years) was required to make four 
quarterly estimated tax payments equal to 90 percent 
of its liability for the current year. A corporation that 
was not "large" could avoid the penalty if its four quar-
terly estimated tax payments equaled 100 percent of 
its prior year liability. A large corporation could use 
this prior year liability rule only with respect to its 
estimated tax payment for the first quarter of the cur-
rent year. Under this Act, for corporations that do not 
base their estimated tax payments on their prior year's 
liability, the required percentage of the current year 
liability that must be paid through estimated payments 
increases to 93 percent in 1992, 94 percent in 1993 
and 1994, and 95 percent in 1995 and 1996. The re-
quired percentage returns to 90 percent in 1997. 

Emergency Unemployment Compensation Act of 
1991.—This Act provides over $5 billion in temporary 
emergency unemployment benefits to almost 3 million 
jobless workers, financed by four provisions that fully 
offset the cost of the benefits provided. Two of the fi-
nancing provisions—extension of the temporary 0.2 per-
cent unemployment surtax and modification of esti-
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22. RECEIPTS Part Two-5 

mated tax payment rules for certain individuals—affect 
receipts. These two provisions are described in greater 
detail below. 

Temporary Federal unemployment surtax.—The tem-
porary unemployment surtax of 0.2 percent imposed 
on employers is extended for one year through Decem-
ber 31, 1996. 

Estimated tax payment rules for certain individ-
uals.—To avoid a penalty, high-income taypayers meet-
ing specified criteria are required to pay 90 percent 
of their current year income tax liability through esti-
mated payments. This change is effective for taxable 
years beginning after December 31, 1991 and expires 
after 5 years. Under prior law, such individuals could 
avoid a penalty if their estimated payments equaled 
100 percent of their prior year liability. 

RECEIPTS PROPOSALS 
Jobs and Investments 

Enhance long-term investment: capital gains—Long-
term investment would be enhanced through expansion 
of a capital gains differential, effective February 1, 
1992. Specifically, when fully phased-in in 1994, gains 
from all capital assets held by individuals (other than 
collectibles) would qualify for an exclusion of 45 percent 
if held for more than three years, 30 percent if held 
for more than two years, and 15 percent if held for 
more than one year. During the balance of 1992, such 
assets held for more than one year would qualify for 
an exclusion of 45 percent; during 1993, such assets 
would qualify for an exclusion of 45 percent if held 
for more than two years and 30 percent if held for 
more than one year. Where such exclusions apply, the 
capital gains rate otherwise applicable will apply to 
the gain reduced by the exclusion. For example, if a 
taxpayer is subject to a 28 percent capital gains rate, 
gains eligible for a 45 percent exclusion will in effect 
be taxed at a rate of 15.4 percent; if a taxpayer is 
subject to a 15 percent rate, gains eligible for a 45 
percent exclusion will in effect be taxed at a rate of 

8.25 percent. The alternative minimum tax would be 
applicable to the excluded amounts and assets would 
be subject to depreciation recapture at ordinary rates. 

Provide passive loss relief for real estate.—The Admin-
istration proposes, effective for taxable years ending 
on or after December 31, 1992, that if a taxpayer mate-
rially participates in real estate development activity, 
income and loss from such activity would not be treated 
as passive. Real estate development activity would be 
treated as a single activity and would be defined as 
the construction, renovation, and management oper-
ations in which the taxpayer actively participates, the 
lease-up and sale of real property in which the taxpayer 
has at least a 10 percent ownership interest, and rental 
operations if the rented property was developed by the 
taxpayer. 

Adopt investment tax allowance (ITA).—For equip-
ment acquired on or after February 1, 1992 and before 
January 1, 1993, and placed in service before July 1, 
1993, the Administration proposes to allow additional 
first-year depreciation equal to 15 percent of the pur-
chase price of the equipment. The additional deprecia-
tion would be allowed for both regular tax and alter-
native minimum tax purposes in the taxable year in 
which the property is placed in service. The basis of 
the property and the depreciation allowance in the year 
of purchase and later years would be appropriately ad-
justed. 

Simplify and enhance alternative minimum tax depre-
ciation.—Effective for property placed in service on or 
after February 1, 1992, the Administration proposes 
to eliminate the depreciation component of the adjusted 
current earnings (ACE) adjustment for alternative min-
imum tax purposes. Thus, in computing ACE, a cor-
poration would use the same depreciation methods and 
lives that it uses in computing alternative minimum 
taxable income. 

Extend research and experimentation (R&E) tax cred-
it.—The 20 percent tax credit provided for certain incre-
mental R&E expenditures is scheduled to expire June 

Table 22-3. EFFECT OF MAJOR LEGISLATION ENACTED IN 1991 ON RECEIPTS1 

(In billions of dollars) 

1992 1993 1994 1995 1996 1997 

Tax Extension Act of 1991 
Extend expiring provisions -1.0 -0.8 -0.3 -0.4 -0.4 -0.3 
Modify corporation estimated tax rules 1.4 1.2 0.2 0.9 0.4 -3.4 

Total, Tax Extension Act of 1991 0.4 0.4 -0.1 0.5 0.1 -3.8 
Emergency Unemployment Compensation Act of 1991 

Extend temporary unemployment surtax — — — — 0.9 0.3 
Modify individual estimated tax rules 3.1 0.3 0.3 0.3 0.3 0.1 

Total, Emergency Unemployment Compensation Act of 1991 3.1 0.3 0.3 0.3 1.2 0.4 
ADDENDUM 

Total effect on receipts by source: 
Individual income taxes 2.8 * 0.1 0.1 -0.2 -0.2 
Corporation income taxes 0.8 0.7 0.1 0.8 0.3 -3.5 
Social insurance taxes and contributions -0.1 — — 1.1 0.4 

Total effect on receipts 3.5 0.7 0.2 0.8 1.3 -3.4 
*$50 million or less. 
1 These estimates are based on the direct effect only of legislative changes at a given level of economic activity. Indirect effects on the economy are taken into account in forecasting incomes, 

however, and in this way affect the receipts estimates by major source and in total. 
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Part Two-6 THE BUDGET FOR FISCAL YEAR 1993 

30, 1992. The Administration proposes permanent ex-
tension of the credit. 

Extend research and experimentation (R&E) alloca-
tion rules.—Companies with foreign operations are al-
lowed to allocate 64 percent of domestic R&E expendi-
tures to their domestic operations and 64 percent of 
foreign R&E expenditures to their foreign operations. 
The remaining expenses are to be allocated on the basis 
of gross sales or (subject to a limitation) gross income. 
The Administration proposes an 18-month extension of 
these rules. 

Extend low-income housing tax credit.—This credit, 
which applies to investments in certain state-approved 
low-income housing projects, is scheduled to expire 
June 30, 1992. The Administration proposes to extend 
the credit through December 31, 1993. 

Extend targeted jobs tax credit.—This credit of up 
to $2,400 (40 percent of the first $6,000 of qualified 
first year wages) for hiring disadvantaged workers is 
scheduled to expire June 30, 1992. The Administration 
proposes to extend the credit through December 31, 
1993. 

Extend business energy tax credits.—The business en-
ergy tax credits for solar and geothermal properties 
are scheduled to expire June 30, 1992. The Administra-
tion proposes to extend these credits through December 
31, 1993. 

Extend first-time farmer bonds.—State and local gov-
ernments are authorized to loan first-time farmers the 
proceeds of qualified small issue bonds in amounts of 
up to $250,000 per farmer, provided the proceeds are 
used to acquire qualifying farmland and certain farm-
related depreciable property. This authority is sched-
uled to expire June 30, 1992. The Administration pro-
poses to extend the authority to issue first-time farmer 
bonds through December 31, 1993. 

Establish enterprise zones.—The Administration pro-
poses to provide tax incentives to promote entrepre-
neurship and job creation in up to 50 economically dis-
tressed urban and rural communities. Beginning in 
1993, the proposal provides for elimination of the cap-
ital gains tax with respect to tangible investments lo-
cated in a zone, expensing of investments in certain 
corporate stock issued by zone businesses, and refund-
able tax credits for low-income zone employees. This 
proposal is discussed more fully in Chapter 8. 

Facilitate real estate investments by pension funds 
and others.—The Administration proposes to modify the 
rules governing taxation of debt-financed investments 
in real estate by pension funds and certain educational 
institutions, effective for debt-financed investments 
made on or after February 1, 1992. These changes will 
facilitate direct equity investments in real estate by 
providing pension funds and educational institutions 
greater flexibility in making debt-financed investments 
without incurring unrelated business income tax. 

Repeal luxury tax on airplanes and boats and repeal 
diesel fuel exemption.—The Administration proposes to 
repeal the luxury tax on airplanes and boats, effective 
for sales on or after February 1, 1992. Repeal of the 
luxury tax on boats would be funded by repeal of the 
exemption from the existing excise tax on diesel fuels 

for fuel sold for use (or used) in motor boats. The ex-
emption repeal would be effective July 1, 1992.1 

Families, Health, Education and Savings 
Permit deduction of interest on student loans.—The 

Administration proposes to allow the deduction of inter-
est paid on or after July 1, 1992 on student loans 
for higher education or post-secondary vocational edu-
cation. 

Establish flexible Individual Retirement Accounts 
(FIRAs).—Americans would be encouraged to increase 
personal savings by establishing FIRAs with con-
tributions of up to $2,500 per year (with a limit of 
two such accounts per family). Contributions would not 
be deductible. Earnings on amounts contributed to 
FIRAs would be excluded from income while in the 
account and would be permanently excluded if the con-
tribution to which they relate remains in the account 
for more than seven years. Earnings on withdrawals 
within three years of contribution would be subject to 
income tax and a 10 percent excise tax. Withdrawals 
of earnings between three and seven years after con-
tribution would be subject to income tax. Eligible in-
vestments would be the same as for current Individual 
Retirement Accounts (IRAs). The new FIRAs would not 
be available to single individuals with income exceeding 
$60,000 or to families with income exceeding $120,000. 
In addition to the annual limits for new contributions, 
amounts in existing IRAs (other than IRAs formed with 
amounts rolled over from qualified pension or profit 
sharing plans) may be contributed to a FIRA if the 
contribution is made between February 1, 1992 and 
December 31, 1992. Amounts so contributed would be 
included in income ratably over a four year period. 

Promote retirement saving and simplify taxation of 
pension distributions.—The Administration proposes a 
series of measures to encourage employers to sponsor 
retirement plans, to promote retirement saving, and 
to simplify the taxation of pension distributions. The 
Administration proposes to establish a simplified, de-
sign-based form of pension plan that could be adopted 
by small business. The nondiscrimination tests for sec-
tion 401(k) plans would be simplified, and tax-exempt 
employers would be permitted to adopt these popular 
programs for their employees. The Administration pro-
poses to permit rollover of all pension distributions 
(other than annuitized or periodic distributions) to IRA 
accounts and to phase-out other forms of special tax 
treatment for pension distributions. Other changes de-
signed to promote retirement saving and simplify tax-
ation of pensions are also proposed. 

Waive penalty for withdrawals from IRAs for medical 
and educational expenses.—The Administration pro-
poses to waive the 10 percent penalty on early with-
drawals from an IRA on or after February 1, 1992 
if the money is used for medical or educational ex-
penses. Qualifying medical expenses are medical ex-
penses of the owner of the IRA account, the owner's 
spouse, and the owner's dependents, and qualifying 
educational expenses are expenses for higher education 

1The Administration has not proposed an offset for repeal of the airplane luxury tax 
because collection experience indicates that the revenue likely to be raised by the tax 
over the next five years is less than $5 million. However, the cost of repeal could be 
offset by increasing the tax rate on noncommercial jet fuel by $0,001 per gallon. 
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22. RECEIPTS Part Two-7 

and post-secondary vocational education of the owner, 
the owner's spouse and the owner's children. 

Extend health insurance deduction for self-em-
ployed.—The deduction provided to self-employed indi-
viduals for 25 percent of the cost of health insurance 
coverage is scheduled to expire June 30, 1992. The Ad-
ministration proposes to extend the availability of the 
deduction through December 31, 1993. This proposal 
is also included in the discussion of the Administra-
tion's comprehensive health program in Chapter 2. 

Extend medicare hospital insurance (HI) coverage to 
all State and local government employees.—Some State 
and local government employees who were hired prior 
to April 1, 1986 may not be assured of medicare cov-
erage. State and local government employees are the 
only major group of employees not assured medicare 
coverage. One out of six State and local government 
employees are not covered by voluntary agreements or 
by law. However, an estimated 85 percent of these em-
ployees receive full medicare benefits through their 
spouse or because of prior work in covered employment. 
Over their working lives, they contribute on average 
only half as much tax as is paid by workers in the 
private sector. Extending coverage would assure that 
the remaining 15 percent have access to medicare and 
would eliminate the inequity and the drain on the med-
icare trust fund caused by those who receive medicare 
without contributing fully. The change is proposed to 
be effective July 1, 1992. This proposal is also included 
in the discussion of the Administration's comprehensive 
health program in Chapter 2. 

Promote health reform.—The Administration's addi-
tional proposals, including tax proposals, for a com-
prehensive health program are described more fully in 
Chapter 2. 

Double and restore adoption deduction.—The Admin-
istration proposes to restore and double to $3,000 the 
special needs adoption deduction, effective for adoptions 
on or after February 1, 1992. 

Expand public transit exclusion to $60 per month.— 
To encourage employees to use energy-efficient mass 
transit in going to and from work, the Administration 
proposes to increase the amount of employer-provided 
public transit pass expense that may be excluded from 
an employee's income from $21 to $60 per month. The 
proposal would apply for public transit pass expenses 
incurred on or after February 1, 1992. 

Homebuyers 
Provide first-time homebuyers a $5,000 tax credit.— 

The Administration proposes to provide first-time home-
buyers a tax credit on the purchase of a principal resi-
dence. The credit would equal 10 percent of the pur-
chase price of the residence, up to a maximum credit 
of $5,000. One-half the credit would be allowed on the 
taxpayer's tax return for 1992 and the remainder on 
the tax return for 1993. The homebuyers credit would 
not be refundable, but could be carried forward for 5 
years. The credit would be subject to recapture if the 
residence were sold within 3 years. The credit would 
be available for any purchase of a first home on or 
after February 1, 1992 and before January 1, 1993. 

Allow deduction for loss on sale of principal resi-
dence.—The Administration proposes, effective for sales 
on or after February 1, 1992, to modify the current 
law rules that disallow deductions for losses on the 
sale of a principal residence. Under the proposal, home-
owners who sell a principal residence at a loss would 
be permitted to deduct the loss as a casualty loss, sub-
ject to existing limitations on the deductibility of cas-
ualty losses. Thus, a loss would only be deductible to 
the extent it exceeds 10 percent of adjusted gross in-
come. To the extent the loss is not deductible, a home-
owner who purchases a new residence within the roll-
over period otherwise applicable to sales of a principal 
residence at a gain would be permitted to add the non-
deductible amount to the tax basis of the new principal 
residence. Thus, the basis attributable to the non-
deductible loss could be carried forward to offset future 
gain on the sale of a new residence. 

Waive penalty for withdrawals from IRAs for first-
time homebuyers.—Under current law, early withdraw-
als from a fully-deductible IRA are subject to a 10 per-
cent penalty and included as ordinary income on an 
individual's tax return. The Administration proposes to 
waive the 10 percent penalty for early withdrawals on 
or after February 1, 1992, if the money is used for 
a first-time home purchase. The maximum amount that 
could be withdrawn without penalty for a first-time 
home purchase would be $10,000. 

Extend mortgage revenue bonds.—The authority for 
State and local governments to issue mortgage revenue 
bonds and mortgage credit certificates is scheduled to 
expire June 30, 1992. The Administration proposes to 
extend the authority to issue such bonds and cer-
tificates through December 31, 1993. 

Other 
Support revenue neutral tax simplification.—To re-

duce the burden of taxpayer compliance with the na-
tion's tax laws, the Administration will continue to sup-
port revenue neutral tax code simplification, including 
simplification of tax rules applying to individual tax-
payers, rules relating to amortization of purchased in-
tangible assets and rules governing payroll tax deposits 
for small- and medium-sized businesses. 

Revise rules for charitable contributions.—The Admin-
istration proposes to make charitable gifts deductible 
for alternative minimum tax purposes to the same ex-
tent as under the regular tax. This proposal expands 
the existing provision that permits deduction of the 
value of gifts of tangible personal property to other 
types of property, such as real estate and stocks and 
bonds, and makes it permanent. In addition, the Ad-
ministration proposes to treat all charitable con-
tributions deductible under current law as sourced to 
domestic income for purposes of computing the foreign 
tax credit and related computations. These changes 
would be effective for contributions made in calendar 
years ending on or after December 31, 1992. The 
changes would be financed by requiring charitable orga-
nizations to file with the Internal Revenue Service an-
nual information returns reporting charitable con-
tributions in excess of $500 from any one donor during 
the preceding calendar year. The reporting proposal 
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Part Two-8 THE BUDGET FOR FISCAL YEAR 1993 

would be effective for contributions made on or after 
July 1, 1992. 

Extend 45-day processing rule to all returns.—Cur-
rently the Government does not pay interest on refunds 
claimed on an income tax return if the IRS pays the 
refund within 45 days of receiving the return. The Ad-
ministration proposes to extend this rule to taxes other 
than income taxes and to amended returns and refund 
claims, effective for returns filed on or after July 1, 
1992. This proposal affects outlays rather than receipts; 
therefore, this proposal is not included in the estimates 
presented in Table 22-5. 

Conform book and tax accounting for securities inven-
tories.—Under current law, marketable securities may 
be included in inventory at the lower of cost or market 
value at year end. For financial accounting purposes, 
however, generally accepted accounting principles re-
quire inventories of securities to be valued at market. 
The Administration proposes to conform the accounting 
and tax treatment of securities inventories by requiring 
that securities be included in inventory at their market 
value for years ending on or after December 31, 1992. 
The income attributable to this change in accounting 
method would be included in income ratably over 10 
years. 

Disallow interest deductions on corporate-owned life 
insurance (COLI) loans.—Interest incurred on loans 
used to purchase tax-exempt investments is generally 
not tax deductible. In contrast, under current law, a 
corporation is allowed to deduct the interest paid on 
loans secured by the cash value of a life insurance 
policy that covers the corporation's work force or retir-
ees, even though the build-up of that cash value is 
generally not subject to tax. Effective for interest in-
curred on or after February 1, 1992, the Administration 
proposes to eliminate the deduction of interest on 
amounts borrowed from corporate-owned life insurance 
policies. 

Prohibit double dipping by thrifts receiving Federal 
financial assistance.—Current law does not make it 
clear that thrift institutions are not permitted to deduct 
losses that are reimbursed by Federal financial assist-
ance that is excludible from income. The deduction of 
such losses would create perverse incentives for those 
institutions that receive excludible financial assistance 
to maximize their losses. The Administration proposes 
to clarify that losses reimbursed by excludible Federal 
financial assistance are not deductible, effective March 
4, 1991. 

Equalize tax treatment of large credit unions and 
thrifts.—Under current law, banks and thrifts are sub-
ject to tax while credit unions are exempt from tax 
even if they are large and substantially equivalent to 
other taxable financial institutions. For years ending 
on or after December 31, 1992, the Administration pro-
poses to repeal the tax exemption for credit unions 
with assets in excess of $50 million. 

Modify taxation of annuities without life contin-
gencies.—Under current law, if an investor loans money 
for a specified rate of return, the interest is subject 
to tax. However, if the investor purchases an annuity 
that is to be paid out over a specified period of years 
(e.g., 10, 15, or 20 years), the earnings on that invest-

ment are not subject to tax as earned, but only as 
the annuity is paid to the investor. The Administration 
proposes, for annuities purchased on or after February 
1, 1992, to conform the tax treatment of annuities for 
a specified term to the tax treatment of similar invest-
ments by taxing income on the annuity investment as 
it is earned. 

Expand communications excise tax.—Under current 
law, a 3 percent excise tax applies to telephone commu-
nications but not to more technologically advanced 
forms of communication. The Administration proposes 
to update the communications excise tax by expanding 
the coverage of the current 3 percent tax to include 
communications via digital transmissions. The Adminis-
tration also proposes to repeal the existing exemption 
for coin-operated telephones. These changes are effec-
tive July 1, 1992. 

Extend orphan drug tax credit.—The orphan drug tax 
credit is scheduled to expire June 30, 1992. The Admin-
istration proposes to make the orphan drug credit per-
manent. 

Establish Federal Communication Commission (FCC) 
non-application processing fees.—The Administration 
proposes to establish fees to cover non-application proc-
essing costs of the Commission. A portion of the 
amounts collected from these fees would be dedicated 
to the expansion of FCC services. 

Extend abandoned mine reclamation fees.—The aban-
doned mine reclamation fees, which are scheduled to 
expire on September 30, 1995, would be extended. Col-
lections from the existing fees of 35-cents per ton for 
surface mined coal, 15-cents per ton for underground 
mined coal, and 10-cents per ton for lignite coal are 
allocated to States for reclamation grants. Abandoned 
mine land problems are expected to exist in certain 
States after all the money from the collection of fees 
under current law is expended. 

Increase employee contributions to the Civil Service 
Retirement System (CSRS).—Currently, most CSRS em-
ployees and their employing agencies are each contrib-
uting 7 percent of base pay to the retirement system. 
This is less than one-half the accruing cost of CSRS 
retirement benefits. To prevent further increases in the 
existing CSRS unfunded liability of $560 billion, the 
Administration proposes to increase CSRS employee 
contributions by 1 percentage point effective January 
1, 1993 and by an additional 1 percentage point effec-
tive January 1, 1994. 

Conform definition of compensation under Railroad 
Retirement Tax Act to that of social security.—The Ad-
ministration proposes to conform the definition of em-
ployee compensation under the Railroad Retirement 
Tax Act to the definition of employee compensation 
under social security. Discrepant tax treatment of em-
ployee compensation under the two systems results in 
unnecessary revenue losses to the ailing rail pension 
trust funds. 

Implement Uruguay Round of Multilateral Trade Ne-
gotiations.—The Uruguay Round of Multilateral Trade 
Negotiations, due to be completed in early 1992, is a 
wide-ranging and complex negotiation to open global 
markets and energize world trade. Some aspects of the 
agreement, particularly the tariff negotiations, will af-
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22. RECEIPTS Part Two-9 

feet customs duties and other tax receipts. Most of 
these tariff reductions are provided for in the Omnibus 
Trade and Competitiveness Act of 1988. However, some 
tariff changes likely to be agreed to in the negotiations 
as well as some non-tariff agreements in the Uruguay 
Round will require new legislation. This implementing 
legislation will be transmitted to Congress under the 
"fast-track" procedures specified in the 1988 Act when 
the Uruguay Round negotiations are complete. 

Additional Tax Allowance for Children 
Family tax allowance.—Personal exemptions will be 

$2,300 for 1992. In order to assist families with chil-
dren, the Administration proposes to increase the 
amount of such exemptions for dependent children who 
are under 18 years of age by $500 per child. This 
amount would be indexed. The increase in exemptions 
for children would be effective October 1, 1992. The 
financing of this initiative and its relation to the Budg-
et Enforcement Act are discussed in the Director's In-
troduction (Chapter 2). 

Table 22-4. FAMILY TAX ALLOWANCE FOR CHILDREN 
(In billions of dollars) 

1992 1993 1994 1995 1996 1997 

Family tax allowance — -4.4 -4.6 -4.7 -5.0 -5.2 
Total receipts from Table 22-1 1,075.7 1,169.1 1,267.9 1,348.2 1,432.5 1,507.0 
Total receipts including family tax allowance 1,075.7 1,164.8 1,263.4 1,343.5 1,427.5 1,501.8 
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Part Two-10 THE BUDGET FOR FISCAL YEAR 1993 

Table 22-5. EFFECT OF PROPOSED LEGISLATION ON RECEIPTS1 

(In billions of dollars) 

1992 1993 1994 1995 1996 1997 

Jobs and Investments: 
Enhance long-term investment: capital gains 0.6 3.8 2.1 0.3 0.3 -0.2 
Provide passive loss relief for real estate -0.1 -0.4 -0.4 -0.4 -0.5 -0.6 
Adopt investment tax allowance -6.1 -1.6 3.5 0.9 0.8 0.6 
Simplify and enhance AMT depreciation -0.2 -0.4 -0.4 -0.3 -0.2 -0.1 
Extend R&E tax credit -0.2 -0.8 -1.4 -1.6 -1.8 -2.1 
Extend R&E allocation rules -0.2 -0.5 -0.3 — — — 

Extend low-income housing tax credit - * -0.2 -0.3 -0.4 -0.4 -0.4 
Extend targeted jobs tax credit -0.1 -0.2 -0.2 -0.1 - * - * 

Extend business energy tax credits - * * * 

Extend first-time farmer bonds - * 

Establish enterprise zones — - * -0.2 -0.3 -0.5 -0.8 
Facilitate real estate investments by pension funds and others _ * _ * - * _ * 

Repeal luxury tax on airplanes and boats and repeal diesel fuel exemption2. _ * * * * * * 

Families, Health, Education and Savings: 
Permit deduction of interest on student loans -0.1 -0.4 -0.7 -0.7 -0.8 -0.9 
Establish flexible IRA accounts 0.1 0.5 0.1 -0.4 -1.0 -2.1 
Promote retirement saving and simplify taxation of pension distributions 0.1 * * 0.3 0.4 0.4 
Waive penalty for withdrawals from IRAs for medical and educational ex-

penses _ * -0.1 -0.1 -0.1 -0.1 -0.1 
Extend health insurance deduction for self-employed -0.1 -0.2 -0.3 — — — 

Extend HI coverage to State and local employees2 0.3 1.6 1.5 1.5 1.5 1.5 
Double and restore adoption deduction _ * - * - * _ * 

Expand public transit exclusion _ * - * - * - * _ * 

Homebuyers: 
Provide tax credit to first-time homebuyers -0.2 -2.1 -2.5 -0.6 0.2 0.1 
Allow deduction for loss on sale of principal residence -0.4 -0.4 -0.4 -0.4 -0.3 
Waive penalty for withdrawals from IRAs for first-time homebuyers - * -0.1 -0.1 -0.1 -0.1 -0.1 
Extend mortgage revenue bonds -0.1 -0.1 -0.1 -0.1 

Other: 
Support revenue neutral tax simplification — — — — — — 

Revise rules for charitable contributions _ * 0.1 0.1 0.1 0.1 0.2 
Conform book and tax accounting for securities inventories 0.2 0.6 0.8 0.8 0.8 0.8 
Disallow interest deductions on corporate-owned life insurance loans 0.1 0.3 0.4 0.5 0.6 0.6 
Prohibit double dipping by thrifts receiving Federal financial assistance 0.4 0.4 0.1 * - * 0.1 
Equalize tax treatment of large credit unions and thrifts 0.1 0.2 0.2 0.2 0.2 0.2 
Modify taxation of annuities without life contingencies * 0.2 0.2 0.3 0.4 0.5 
Expand communications excise tax2 * 0.1 0.1 0.1 0.1 0.1 
Extend orphan drug tax credit - * - * - * - * _ * 

- * 

Establish FCC non-application processing fees — 0.1 0.1 0.1 0.1 0.1 
Extend abandoned mine reclamation fees — — — — 0.2 0.3 
Increase employee contributions to CSRS — 0.4 1.1 1.2 1.2 1.2 
Conform definition of compensation under Railroad Retirement Tax Act — * * * * * 

Implement Uruguay Round — - * * * _ * -0.1 
Total effect on receipts34 -5.2 0.7 3.1 0.9 0.9 -1.1 

ADDENDUM 
Effect of proposals on receipts by source: 

Individual income taxes 0.2 0.5 -2.5 -2.6 -2.4 -4.1 
Corporation income taxes -5.9 -2.1 2.6 0.3 * -0.3 
Employment taxes and contributions 0.4 1.7 1.7 1.7 1.7 1.7 
Other retirement contributions — 0.4 1.1 1.2 1.2 1.2 
Excise taxes * 0.1 0.1 0.1 0.1 0.1 
Customs duties — - * * * -0.1 -0.1 
Miscellaneous receipts — 0.1 0.1 0.1 0.3 0.3 

Total effect on receipts34 -5.2 0.7 3.1 0.9 0.9 -1.1 
*$50 million or less. 
1 These estimates are based on the direct effect only of legislative changes at a given level of economic activity. Induced effects on the economy are taken into account in 

forecasting incomes, however, and in this way affect the receipts estimates by major source and in total. 
2 Net of income tax offsets. 
3 Because the proposal to extend the 45-day processing rule to all returns affects outlays rather than receipts, its effect is not included in these estimates. The proposal is 

estimated to reduce outlays, and, therefore, the deficit by $21 million in 1992, $0.3 billion in 1993 and 1994, and $0.4 billion in 1995, 1996 and 1997. 
4 Excludes effect of family tax allowance shown separately in Table 22-4. 
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22. RECEIPTS Part Two-11 
Table 22-6. RECEIPTS BY SOURCE 

(In millions of dollars) 

Source 

Individual income taxes: 
Federal funds: 
Withheld 
Other 
Refunds 

Proposed legislation1 

Total net individual income taxes1 

Corporation income taxes: 
Federal funds: 

Existing law 
Proposed legislation 

Refunds 
Total Federal funds net cor-

poration income taxes 
Trust funds: 

Existing law (Hazardous substance 
super fund) 

Refunds 
Total Trust funds net corporation 

income taxes 
Total net corporation income 

taxes 

Social insurance taxes and contributions 
(trust funds): 
Employment taxes and contributions: 

Old-age and survivors insurance (Off-
budget) 

Disability insurance (Off-budget) 
Hospital insurance 

Proposed legislation 
Railroad retirement: 

Social Security equivalent accout 
Rail pension fund 

Proposed legislation 
Total employment taxes and con-

tributions 
On-budget 
Off-budget 

Unemployment insurance: 
State taxes deposited in Treasury 2 

Federal unemployment tax receipts 2 ... 
Railroad unemployment tax receipts 2 .. 
Railroad debt repayment 2 

Total unemployment insurance 
Other retirement contributions: 

Federal employees' retirement—em-
ployee contributions 
Proposed legislation 

Contributions for non-Federal employ-
ees3 

Total other retirement contributions 
Total social insurance taxes and 

contributions 
On-budget 
Off-budget 

Excise taxes: 
Federal funds: 

Alcohol taxes: 
Distilled spirits 
Beer 
Wines 
Special taxes in connection with liq-

uor occupations 
Refunds 

Total alcohol taxes 
Tobacco taxes: 

Cigarettes 
Cigars 
Cigarette papers and tubes 
Smokeless tobacco 
Other 

1991 actual 

404,184 
142,693 
-79,050 

467,827 

113,008 

-15,513 

97,495 

591 

591 

265,503 
28,382 
72,842 

1,428 
2,371 

370,526 
(76,641) 

(293,885) 

15,296 
5,328 

185 
113 

20,922 

4,459 

108 
4,568 

396,016 
(102,131) 
(293,885) 

3,877 
3,028 

551 

118 
-210 

7,364 

4,641 
40 
2 

24 
8 

395,964 
165,878 
-83,300 

239 
478,781 

111,069 
-5,893 

-16,510 

365 

365 

89,031 

271,784 
29,138 
78,609 

398 

1,405 
2,329 

383,663 
(82,741) 

(300,922) 

16,734 
5,576 

131 
106 

22,547 

4,543 

110 

4,653 

410,863 
109,941 
[300,922] 

3,923 
3,713 

692 

125 
-234 
8,219 

4,837 
35 
2 

24 
8 

1993 estimate 

403,824 
186,936 
-71,676 

487 
519,571 

122,314 
-2,129 

-17,406 

102,779 

437 

437 

103,216 

294,272 
31,504 
84,791 

1,707 

1,386 
2,330 

13 

416,003 
(90,227) 

(325,776) 

19,638 
5,801 

56 
106 

25,600 

4,530 
448 

109 
5,088 

446,691 
120,915) 
[325,776 

3,871 
3,732 

687 

128 
-233 
8,185 

5,289 
35 
2 

24 
8 

Table 22-6. RECEIPTS BY SOURCE-Continued 
(In millions of dollars) 

Source 1991 actual 1992 estimate 1993 estimate 

Refunds - 9 - 9 - 9 
Total tobacco taxes 4,706 4,897 5,349 

Manufacturers' excise taxes: 
Firearms, shells, and cartridges 100 93 93 
Pistols and revolvers 46 41 43 
Bows and arrows 15 15 16 
Gas guzzler tax 102 118 125 
Motor boat 1 1 1 
Refunds 

Total manufacturers' excise taxes . 264 268 278 
Miscellaneous excise taxes: 

General and toll telephone and tele-
type service 3,094 3,028 3,227 
Proposed legislation 21 109 

Wagering taxes, including occupa-
21 109 

tional taxes 10 10 10 
Employee pension plans 184 184 195 
Tax on foundations 217 228 240 
Foreign insurance policies 98 100 105 
Ship departure tax 13 14 14 
Ozone depletion tax 562 662 905 
Luxury tax 159 287 358 
Refunds -363 -324 -285 

Total miscellaneous excise taxes .. 3,974 4,210 4,878 
Undistributed Federal tax deposits and 

unapplied collections 1,967 3,585 3,579 
Proposed legislation - 9 20 

Total Federal fund excise taxes .... 18,275 21,170 22,289 
Trust funds: 

Highway: 
Gasoline 11,735 12,454 12,218 
Trucks, buses, and trailers 1,047 1,087 1,320 
Tires, innertubes, and tread rubber... 357 277 318 
Diesel fuel used on highways 3,614 3,661 3,830 
Use-tax on certain vehicles 575 598 619 
Refunds -349 -690 -593 

Total highway trust fund 16,979 17,387 17,712 
Airport and airway: 

Transportation of persons 4,341 4,567 4,971 
Waybill tax 222 237 254 
Tax on fuels 140 155 191 
International departure tax 217 260 280 
Refunds -10 -26 -28 

Total airport and airway trust fund 4,910 5,193 5,668 
Aquatic resources trust fund 260 278 285 
Black lung disability insurance trust fund 652 627 655 
Inland waterway trust fund 60 70 83 
Hazardous substances response trust 

810 825 831 
Oil spill liability trust fund 254 283 285 
National recreational trails trust fund 15 
Vaccine injury compensation fund 81 120 121 
Leaking underground storage tank trust 

fund 123 145 147 
Total trust fund excise taxes 24,127 24,928 25,802 
Total excise taxes 42,402 46,098 48,091 

Estate and gift taxes 11,138 12,063 12,872 
Customs duties and fees: 

Federal funds 15,517 16,755 17,388 
Proposed legislation 

15,517 
- 5 

Trust funds 432 505 578 
Total customs duties and fees .. 15,949 17,260 17,961 

Miscellaneous receipts: 4 

Miscellaneous taxes 173 158 159 
Deposit of earnings, Federal Reserve Sys-

tem 19,158 18,507 17,420 
Fees for permits and regulatory and judi-

17,420 

cial services: 
Immigration, passport, and consular 

fees 204 427 474 
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Part Two-12 
Table 22-6. RECEIPTS BY SOURCE-Continued 

(In millions of dollars) 

Source 1991 actual 1992 estimate 1993 estimate 

Patent and copyright fees 1 2 2 
Registration and filing fees 479 455 458 
Coal mining reclamation fees 243 237 239 
Miscellaneous fees for permits, licenses, 

etc 
Miscellaneous fees for permits, licenses, 

etc 3 4 21 
Miscellaneous fees for regulatory and 

judicial services 153 234 235 
Proposed legislation 71 71 

Fees for legal and judicial services 3 52 52 
Total fees for permits and regu-

latory and judicial services 1,086 1,411 1,552 
Fines, penalties, and forfeitures: 

Other 1,897 1,496 1,515 
Total fines, penalties, and 

forteitures 1,897 1,496 1,515 
Restitutions, reparations, and recoveries 

under military occupation 16 14 14 
Gifts and contributions 97 81 98 
Refunds and recoveries 419 -25 -25 

Total miscellaneous receipts 22,846 21,643 20,734 

THE BUDGET FOR FISCAL YEAR 1993 

Table 22-6. RECEIPTS BY SOURCE-Continued 
(In millions of dollars) 

Source 1991 actual 1992 estimate 1993 estimate 

Total budget receipts1 

On-budget 
Off-budget 

MEMORANDUM 
On-budget: 

Federal funds 
Trust funds 

1,054,264 
(760,380) 
(293,885) 

1,075,738 
(774,816) 
(300,922) 

1,169,136 
(843,360) 
(325,776) 

Total budget receipts1 

On-budget 
Off-budget 

MEMORANDUM 
On-budget: 

Federal funds 
Trust funds 

637,451 
274,148 

-151,220 

642,503 
290,173 

-157,860 

699,205 
308,113 

-163,958 Interfund transactions 
Total on-budget 

Off-budget (trust funds) 
Total1 

637,451 
274,148 

-151,220 

642,503 
290,173 

-157,860 

699,205 
308,113 

-163,958 Interfund transactions 
Total on-budget 

Off-budget (trust funds) 
Total1 

760,380 
293,885 

774,816 
300,922 

843,360 
325,776 

Interfund transactions 
Total on-budget 

Off-budget (trust funds) 
Total1 1,054,264 1,075,738 1,169,136 

1 Excludes effect of family tax allowance shown separately in Table 22-4. 
2 Deposits by States are State payroll taxes that cover the benefit part of the program. Federal 

unemployment tax receipts cover administrative costs at both the Federal and State level. Railroad 
unemployment tax receipts cover both the benefits and administrative costs of the program for the 
railroads. 

3 Represents employer and employee contributions to the civil service retirement and disability 
fund for covered employees of Government-sponsored, privately owned enterprises and the District 
of Columbia municipal government. 

4 Includes both Federal and trust funds. Trust fund amounts in miscellaneous receipts are: 
1991, $241 million; 1992, $233 million; and 1993, $261 million. 
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