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MEMORANDUM 

FROM: 

SUBJECT: 

THE CHAIRM-'N OF THE 

COUNCIL OF ECONOMIC ADV I SER 

WASH I NG T ON 

~ 
{)~£)/tJt['::, 

' 
lf. .. tJ 

Before the President has even signed the Tax Reform Act of 
1986, Congress is preparing to pass a tax increase---the 
"superfund" hazardous-waste cleanup bill (HR 2005). The 
version of this bill agreed upon by the House and Senate 
conferees would fund the $9 billion program with a variety of 
new taxes. Obviously, this is contrary to the Administration's 
clear, principled, and politically effective opposition to 
increasing taxes. The fact that the superfund bill raises taxes 
is the chief reason it should be opposed. In addition, the 
superfund taxes have a variety of other undesirable features. 

(l) The tax on imported oil is higher than the tax on 
domestic oil, and amounts to an oil import fee. The 
President has built up a great deal of credibility by his 
courageous resistance to oil industry pressure for an import fee 
in response to recent lower oil prices. The principle should not 
be abandoned now. Aside from the inefficiency an oil import fee 
shares with other tariffs as a revenue source, it is very 
threatening to the friendly countries who sell oil to the United 
States (e.g., Mexico and Venezuela). The oil import fee alone 
would be grounds for rejecting the superfund tax package. 

(2) The bill imposes a large tax on the petroleum industry. 
This is hardly what the industry needs at the present time. The 
rationale for taxing petroleum (and . chemical feedstocks) is 
presumably that these sectors are the originators of what 
eventually becomes toxic waste. If the intention is to "make the 
polluters pay," however, superfund taxes should be levied 
directly on toxic waste creation. Most petroleum products do not 
become toxic wastes. Taxing petroleum to target polluters is 
like using a meat axe for heart surgery. Politically, 
Administration acquiesence in this tax will undermine our efforts 
to respond to the petroleum industry's distress in positive 
ways---repealing the windfall profit tax, eliminating 
restrictions on oil and gas contained in the Fuel Use Act, 
deregulating natural gas, etc. 

(3) Superfund money will be used to clean up wastes created 
in the past. Hence, even if it were the case that the superfund 
taxes were levied strictly on polluters (which they are not), it 
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Before the President has even signed the Tax Reform Act of 
1986, Congress is preparing to pass a tax increase---the 
"superfund" hazardous-waste cleanup bill (HR 2005). The 
version of this bill agreed upon by the House and Senate 
conferees would fund the $9 billion program with a variety of 
new taxes. Obviously, this is contrary to the Administration's 
clear, principled, and politically effective opposition to 
increasing taxes. The fact that the superfund bill raises taxes 
is the chief reason it should be opposed. In addition, the 
superfund taxes have a variety of other undesirable features. 

(l) The tax on imported oil is higher than the tax on 
domestic oil, and amounts to an oil import fee. The 
President has built up a great deal of credibility by his 
courageous resistance to oil industry pressure for an import fee 
in response to recent lower oil prices. The principle shoul d not 
be abandoned now. Aside· from the inefficiency an oil import fee 
shares with other tariffs as a revenue source, it is very 
threatening to the friendly countries who sell oil to the United 
States (e.g., Mexico and Venezuela). The oil import fee alone 
would be grounds for rejecting the superfund tax package. 

(2) The bill imposes a large tax on the petroleum industry. 
This is hardly what the industry needs at the present time. The 
rationale for taxing petroleum (and chemical feedstocks) is 
presumably that these sectors are the originators of what 
eventually -becomes toxic waste. If the intention is to "make the 
polluters pay,_" however, super fund taxes should be levied 
directly on toxic waste creation. Most petroleum products do not 
become toxic wastes. Taxing petroleum to target polluters is 
like using a meat axe for heart surgery. Politically, 
Administration acquiesence in this tax will undermine our efforts 
to respond to the petroleum industry's distress in positive 
ways---repealing the windfall profit tax, eliminating 
restrictions on oil and gas contained in the Fuel Use Act, 
deregulating natural gas, etc. 

(3) Superfund money will be used to clean up wastes created 
in the past. Hence, even if it were the case that the superfund 
taxes were levied strictly on polluters (which they are not), it 
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would not be appropriate for current generators of wastes to 
bear a large fraction of the cost of past toxic waste 
externalities. Current producers of toxic wastes cannot 
change past decisions to generate wastes. Taxing current 
producers therefore is not consistent with a "polluters pay" 
rule. Furthermore, taxing current waste generators to pay for 
cleaning up past wastes surely will have an adverse impact on 
the current producers' international competitiveness and even 
their viability. 

(4) The desire to spread the cost of cleaning up past 
pollution across the wider economy is the only possible 
rationale for raising some of the superfund money through a 
broad-based "environmental tax." This tax is to be imposed on 
the income base defined in the tax reform bill for use in 
computing the "alternative minimum tax." The broad based tax 
thus is levied on gross income, and no credits are allowable 
against it. Since most corporate tax revenue will not come 
through the "alternative minimum tax," the superfund 
broad-based tax treats corporate income differently from the 
way most of that income is treated in the 1986 tax reform b i ll. 
Manipulation of tax treatments within a week of passage of tax 
reform will make it difficult for business or the public to 
believe that the tax reform is now a "given," and will 
contribute to putting the tax system up for grabs again as soon 
as Congress returns next year. 

(5) Finally, it may be belaboring the obvious, but there is 
no clear need for a $9 billion superfund. Even if the 
cost/benefit basis for a fund this size were sound, EPA has 
indicated that it cannot spend nearly that amount in a 
responsible manner over the five-year period. Therefore, the 
bill already raises taxes beyond environmental needs. The 
precedent for further tax increases to support other politically 
motivated programs is built in. 

The conclusion is clear. The President should veto the 
superfund bill. 

cc: James c. Miller III, Office of Management and Budget 
James A. Baker III, Department of the Treasury 
Malcolm Baldrige, Department of Commerce 
Edwin Meese III, Department of Justice 
Johns. Herrington, Department of Energy 



MEMORANDUM 

COUNCIL OF ECONOMIC ADVISERS 

October 14, 1986 

TO: BERYL W. SPRINKEL 

FROM: STEPHEN J. DECANIO 5,.5£) 

RE: SUPERFUND BROAD-BASED TAX 

I would like to clarify a bit of my wording in the 
superfund memo of 10/10/86. The memo reads, "the broad based 
tax is levied on gross income, and no credits are allowable 
against it." It would have been more precise to state that the 
broad based tax is assessed against corporate income inclusive 
of a long list of tax preferences allowed under the (new) rules 
for computing the corporate income tax. Among these 
preferences are accelerated depreciation and 50% of "business 
untaxed reported profits." The amount of the environmental tax 
is 0.12% of the excess of alternative minimum taxable income 
over $2 million. 

The main point made in the memo concerning the broad-based 
tax, that it would treat corporate income differently from the 
way most such income will be treated under the 1986 Tax Reform 
Act, is unaffected by this clarification. 
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COUNCIL OF ECONOMIC ADVISERS 

TO: BERYL W. SPRINKEL 

FROM: STEPHEN J. DECANIO 

October 14, 1986 

RE: SUPERFUND BROAD BASED TAX 

I would like to clarify a bit of my wording in the 
superfund memo of 10/10/86. The memo reads, "the broad based 
tax is levied on gross income, and no credits are allowable 
against it." It would have been more precise to state that the 
broad based tax would be assessed against corporate income 
gross of some of the preferences defined under the ordinary 
(new) rules for computing the corporate income tax. In 
particular, the base for the "alternative minimum tax" under 
the 1986 tax reform is computed by starting with regular 
taxable income and adding (1) the newly defined preference for 
accelerated depreciation and (2) the preference for "untaxed 
reported book profits." The depreciation preference is 
computed as the difference between accelerated depreciation 
(allowed under the regular tax system) and straight-line 
depreciation. The book profits preference is defined as 
one-half of the excess of book income over alternative minimum 
tax income, computed after all other preferences have been 
included except the book income item. The amount of the 
environmental tax is 0.12% of the excess of alternative minimum 
taxable income, without regard to net operating losses and the 
deduction for this tax, over $2 million. 

The main point made in the memo concerning the broad-based 
tax, that it would treat corporate income differently from the 
way most such income will be treated under the 1986 Tax Reform 
Act, is unaffected by this clarification. 
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,,, AMENDMENTS TO fST1MATED TAX . PROV/• "(Al to car,11 out the purpo,es of- ' (J.I 0Rll£1! IN W·IIIC,H VNP~ID c_µ11t1s ARr. TO 
&tONS.- "rt1 para11r-aph1 111, 121, 151, and 16)-ofstc- BE l'Am.-:--1.f at an11 tlJ!te ~ _Super/tfrtd .hc1-s 

IA/ TA .~ UABILJTY M!'.U 1'E: c.~T/MAl"CD.- lion 11 Zia) of C'ERCLA a..1 111 e//l'ct on . the tnsuJftctenl '" nd3 to !'all ~_II qf_ 0e c-latm! 
• ,11 Paragraph /IJ·of .!€<!lion 6154/cJ"vf such date of the enactment of the Superfund payable (!Uf of tht Supcrfund al such ll!l•e. 

·'Code, as .;o amendf'd. is aml'nded hy atriki,ig Aml'ndments and Reauthorlzatio• Act of such claims shall. _to Uie .ule.1tl _pem,ttted 
out "and'' at the end of subparagraph · IA/, 19S6, •. ,,·, u11der f:'Cru~r~ph. 111. be, paid i_n ,full In '1!-e 
b11 striking out '-'ol'er" at v,e end. of subpdra- ··,w section 1111c1 of CERCI.A . ras 10 ·tn °rder !." whtch • 11.i~!I, , ioere l ~Jtall11 deter-
graph " tBJ 1il'ld l11serti11g fn lieu lliefeof effect/. other than paraoraphs Ill and 12) .. mtncd• • · , , . , . • · ,. 
•·and". and b11 adding al lhe .-end therro/the thPN'O/. and • lb/ 11/THOPIZA_TlON ,OT , APl'R.OTRIATIONS.­
Jollowing new iul5paragrapli: " fiiiJ section 1111m) of CERCLA fa, ,o tn Tfl:~re u autho_nu~. _to be P..P11.ropnaJed, out 
• "fCJ the · en"ironmen!al tax · imposed bl/ e/lcrtl. or . of any 11wJ1r11 111 tl?e Trea.surt1 :not olhtnciu 
&<'clion 59A, orer". • " !RI hrrrw.te, aulhoriu d by a taw whiC'h ,arpropriutecl, w the lla.zardous Substance 

Iii/ Subiection (al of uctlon 615, of such dors not a 1ttho1-ize the e.rpcnditure. vut of the Superfimd for f 15<'fU 11ear- • -,, • 
Code is ame11drd b11 sinking out ·"sectton - S11.perfu7.1-d for a 91'1\<'ral vu11iose ·11ol cove.red Ill 1981. $250,000.000, 
1r and i11urti11g "uction 11. 59A, ". b11 subparag,11ph 1AJ ra-s.so in·cff,!.dJ. . <21 19811, $250,0011,000. 

(CJ CoNFORMll'iO AMCNDMC.\T ro Ol'E:Rl'AY· ·"(2/ .EXC:EP1°/UN FOR CERTAIN - TRAl'fSFCRS, (311989. $250.0()0,.000 . . 
IIENT OT CSTIMAIT.D TA.t,-Subparag~ph (A) . £TC., ·OF "HAZARDOl'S SIIDSTAf"CE:.S.-No amount 1411,90, $250,000.000. and. 
of section 6'251c)f1J of such Code, 4' amend- in the Superfund or derit>cd from th, Super- <SJ 1991, $250,000.000, 
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p/11.1 /or ea.ell fiscal 11ear an amou>tt t'Qual t.o 
,o n1uch 'Qf the aggrcgatt amount autho rkcd 
io ~ opproprlattd under 'this 1vtittt'tto11 
fal'ld pbra.gravli f1J of atction UHbJ- o{'the 
llaz'it rdou, Subatonct· Iiupo~ Act Qf 1980; 
cu in e.1/tct before iu rt!r,ealJ cu hu not bt~il 
approf)ri&ttd' b,Jore ~ - l>l!gt>tntno o{··u,. 
/l,cal 11ear tnvolved. ' 

(c) CONroliMINO AMENDMENTS.- . t. ~ • ·.• • 
fl I Subtitle B of the lfazardow Sllf>stanct 

Re1pon.,e Revenue Act of 1980 (relating l'1 
otablbh-nt .. Qf Hazardou, Substance Re­
&J>OffM. Tnut FundJ, a., amended bv ,ectio~ 
204 Qf thu Act, u hereb-, repealed. 

(21 Paragraph fill of .tection 101 of. ~ 
Comprehenaii,e Environmental J?Ls11on.,e, 
Compmsatloiz, q:nd Liabilitr Act Q/ 1980 u 
amended to rt'ad cu follow:s.· , " • ... 
, "{l;J J. 77>e ttnn, 'F·,,.ut ' or 'Tn&&t• Fund' 
TM1ma ih. -Hazardottl Su(l.,tance 8.VIH'~f.'- .•' d 
estpblilhl!d- J1w_ •se~tio>t '50'/. oJ .lMz/.11UFflal 
Rnienue Code of 1918. • , . ,. _ 
. fd..~.CUICJCAL AMEND,vE/lrr.-The table 0/1«· 
tiona for iubchapt,r A., o[ c/taptu 98 of such 
CO(U t, a-nded b11 addtng ~ter tile i/,t'm re-

f"~,!G., ~~ .•s~ Uv')f~wino. -

'":Tee. •-JS..01. Hazardou, Sub,ta.nct· ·supeT-
' ,. fund..•• . • \ -.1 

• tel Ernmn: n.n.-
f.1 i IN<-OENERAL-The limendm.e11t, ma.Ill '!Ir 

thu acctton lhall ta.Ju ·etfect on Ja.n114,-,' 1. 
1'1.1 . • , • .. 

(21 Sl'l'EJvl/ND TJILA1TD .U CON771WAnON or 
~ .• TBll;;,T.TUND,-The Hazarttow Substance 
Su;pe_r[un4 , eatablWted ~11 t/1,e .amendtlle1\II 
,,a~ bf /bu Sfction 1h4Jl, -bf t.reate,t f.or 4ll 
J1111;J)OS( , ,till ~,U?, u , 4, conp11 ua(ioll of ~ 
llazardov,, S.ubstance-Besponse Tnut Funli 
establt.shfd br aeotjon 12,). .of tM Hazard.Du, 
Substan~ .•Respo,ue . Reuen!U! · -Act of 19-80. 
Anr-. r~t'Tl'nce- \I\ anll law to tM ,Ha::a.rdou, 
Sub•tant't Re111orut Tnt.$t Eu,id utaPJltshcd 
btr , l'ttch, seclion 2U:·ahall,be df!effU'd to in­
clude (where ver appropnaleJ a -reference to 
the Hazardou.t Substance -S.ui,er./und e,tab­
ft.,lled IIJr the amendmnit, ma.de' bv thi• ,cc--
lion.. u,.r , • 

PA.Irr: 11-1.EA./UNG ,('!'11Jl:RCR/1lJND· t;fOR.IGH 
• '. TA:VIC TRl 'ST ITJl\'D :AND ·TrS u•·Eft{l.'If 
··S:Ol!RCES , ., , v .: 

SEC. 'Ill. Abn:;;i:~~~-:;::t :;;,~~~i. ":.f:~ 
' ,. .. ' cs,:n /,\ ' A ,·u T/IJ ,'li. A.\V ll •1!LS I /SER/.¥ 
•. 1~. . PUftl F. ltO.H. T•.4 ,\ 'S/'!J/f;rA Tll)N fJlf 

.. .. . INU.\D .• . 4TKRll'Al'll • ., ; , 
, ,ar Gr.J!EML Rrru.~. •• 

. ( H GASOblNl:. - - , •· ' • -. ' • 
- u } -G.4!QLJNE _TU 's iroiiz AN!ND .. Elt'I' ' ,,., 
DIX REl"OII.# AC'T.,01' 1, 911. -

rtl IN OJ:Nl'II.AL..-Seclion 10111 of the Inter­
nal Revenue Code <i) 19811.frelating to ' tm.po­
aition of ta.r on qaaolinti, cu in effect' on the 
da.11 before the. date of the ma.clment of the 
Tu l?Lform.Act of }986: li'~nded br Hrtk• 
tng out' subiectf.oiu ~al and rlil a"4 insu•­
f1101'.i (in -~Q/Uij foU01dng:_ 

•rriJ b, G£N£11.A1..-T1u!rt . il:.AerttJJ1 impo3ed 
on ga.,olhv aol1f~ the P[,<Xiuct.r pr !mpo,rter 
thereof. or b.1 an11 product:r Qf 90Jo/t11e; o t~ 
a.t 1M r:ate •~etiiell Cn .-l!IRetion f&/. • 

"!IIJ Juno, Tu . ...: : - ' . . 
··rti IN 0£.,,EII.AL..-Tliii raie of the ta.rt~ 

PGMd by thu uctio11 f.t the s KIil of- • 
"fA/ Che H ighwa11 Tru.tl F11n.d. ftnjlncing 

Nh. &1';11 . - ··r. . 
• "fBJ ·11r.e .Le.aki.rJg ' Unde,vround 'S(OfV.OC 
Tnk Tnut F1t11d!in«nctng r-otL •• ' . 

"IZJ RAns.-For purpoan Q/ parag,-aplt 
(1 ,:..:.. : • . ' ' , .' : . -•: 

"fA.J the llighwar Tru.,t Funll ft..imcini:, 
rau U 9 ce11u 4 guU011, 'a'nd .. . • • 

"IBJ the Leaki11g Unturground' ' Stora~ 
Tank Tnut Fun4 Jhuznci11g rou u IU eeut, 
4 gallo11. " . • 

,w TEB,VIIUnON. -SCctioll 1011 Qf ,uch 
Code, a, ,o tn effecl, ta amended bv adding 

TAXATION AND ·ACCOUNTING 

at Ute t11d thereof the f0Uowi1&11 nno mblec· 
ti.on: • , '· - • 

'' (di Tr.RMINATTDN.-
' ur 1J lllc..lHV.'AY 7'11 (,~T h'ND f TNJHVCINO .ltATL­
On·a11d a:rr~, Oc to~r 1, 19U, Vu H"ighwa11 
Truat :run-d fina,irtnv lilte under mbiecU011 
(bifZlfA.J 1hall not app/11. --

"tZI ~lllNU UNIIERCl!OIIND STORAOJ: J'ANll 
TRUST TUND rINANClNO ltATI'.--,"' ' , • S 

! 'MJ IN OENP:11.AL~The •' LeiJkino ' -Under­
ground,Stora.ge Ta.1lk Tru.tt Fu11d finencillll 
ra-te -Ulldcr IUbuction lbH2JIBJ .lhllll IIOt 
a.pr,l11.atter ~ earlier of-
" "/ IJ ,Decemtier :11. 1991,,,or_ .. 

,"Iii/ the -,1,u.st ,da11 , of ·tM··, ~nnination 
mon-(h.. 1• ..,.,; _, ,· . , ~ t ~ : -~:- • • • 
.,;·,s, ll'EIU.t/N~Tl<»i.. 1110/Vf'll, -,Far S,.UrP.Q,CI of 
1ubparo.graph· fA.J.. the<1ef'1l1iW1tion•mon4'1 t, 
th.-111, mo.nth a, of,th c!o,e,.oJ Vl/lk;ll. the 
~ci:e(ci.11/i. ,ntfl,"4te• • th.aJ IJJ,t. • Jltt.,, reve•v.e• 
from. Cl.¥ tW-3,'H, -impo_,ed,~1 : tl}t., ~diow fto 
tM uJ.1111.t attrjput./ibU.:(D.;fhe,.~aA:il\G' u,.. 
der.protmd, St(>rar,e.-'1'11Ak' ~nu.t fund Jtrra:rlt!• 
t,:ai,- r~iu.,utcnublect~(fn: tb>{,ZH ijJJ, <1ectioa 
40,I/Jr/.};, -a,nd teotio11. 4012t :Uo'. the ute11t. Gt­
tributab.le-<to.111i Ll'a:ki np-V11lie,:prou11d Stor­
age.",TGnlt Tr,ut .. E.u11d, ftiiran(ting .Nt.e ·under 
,ectton IOIZ(t,JJ,·are at (east SS0Q,000.Q00. 

" 6CJ,_-N~ REVKNJIE.'f.•- ·For R1"l>Oll'.f of nb· 
paragra.pll :/BJ, ~ term,>- lnet rel!fflllU' 
mea~ - t~. • e,ret'-1a of., orA•• ... revcn ua over 
am!)1<.nt-1 ~p911abte b• n-a~o~ of- .-uctw11 
9508fcU1J frclatl11g to tran.$/er from Leaktng 
Unflcrgryund ,S,torage T-an.t -T.~t Fuad.Jor 
cirla!n,( l.'Jlallm.NlU and cred.it,J. ," . •· , 
'.' (Jt(~ , ' 'l'ECHNiCAL '.iMENDMrNTS,.:.:_,Sub•~dion 
'tr!.J ·o1 ,rcti<,n_ 4081 of .111£,h., Cr,4, cu ,<i t-. 
effect. ii amrndcd- • . : " • ,· 
, Ill :bi, !'1l,fl!c;i..n11 out . ''.&llb&ectton fa.J• in 

~raur~)l'7! 'U i;_ and insert ·ng."{~-.,l~_ih(,.reQf 
: ) ,1i.b,~ ti,<H1,f PJ '.~,~uu( , ,,, . . ; •.• , . ·,·, 

IUJ li11 s! i:!lftn_g out "a rate" .tn paragraph 
gJ andJ ~ert!l\g in ltefl, Ql.ere_of "a High1D4• 
triut Funct/(nan_cing rate ' : , ... .. ,· . ., . 

';1 ((1). di-!t'<-l f!« TA_X.· . .. ~ . ,Utf:!p)ED .y TAX 

cl!,T.Ff)!IJI A<!.'f.'pr,J.HI. - • ~-.. . 1. 

, •. HJ .1N q,:;;wµ., . .:.s11b1cctions taJ .and (l)J ,of 
1ce(iO'! ,ei, 'f/ 'the lntcnial fle-venue,Cod(l-Qf 
1,98.8 . .fn,/qfi.no io tm11osttiQn ,oJ taz on .oaao­
limi, a, amended bv thl! Ta.r Reform Act of 
1.988,.~ ~ell a.mended b.fl 4(rtki11g out ''.of 9 
ce11ts a gallon~ a'l!f.d tn.s""1-i~v,.in lieu thtJTeO/ 
,"ot-lhe rf!#(IPtcVfed in nb,ection Id! ': 

tiL}JIIICR~, I!' _tu. -S~ lio~ IOBJ of auch 
~OIU,," ~i,cndf~ b11,the Ta.r R,.Jorm -Act of 
J98§,.~ ~ 1(1h!dcd b11 ,t~o out subaectton 
fdi~ a~ _i 11;1erti.;!io •~ lil'." thereof f¥ ~ /ol,-
towing nno· sub11'r:Cion,: - . , .. 
, , "qtJ~9t, '{AA. -,,, ., ., ... '_' •. · ' 

"trf''1N 01:iviRAi.. :.:.. The rate of the ta.r ' im­
posed b11 thta Jection u thl' ,i,,iCoJ- ' • 
. "<A , ·the · Hirihwk,-11 Tru.s l Fund financing 
ril.te. 4l!if ., . :" .. -:-. . . . 

"fBJ ' lh'e J,eaTttng Undr rgroulid Sll:,ril.~ 
Tank Truat Fund Jiir.anr, i>,g rate:· . 
. ''f2J _B.An::s.-,For '11ii rpJ'sr:~, of Jl(Jragrvph ·,n-- ., ,. . . , . , 
"!Ai .thi' Jii,iihwat~ Tru',t 1Fund /fnancing 

-~ ·ts,9 cri!111 daUon, a1iif . • • : • ' 
"tll! ~ !,ea.Jing_ Underground Storage 

Ta11k Tmt Funif ftnan<f1i o, ra.,e .t, 0.1 cen.u 
a gallon. . . . ; ... , . . . 
: "/ti TE.RNIN~TION.- , .. 

:'(/} li(OHVl(A.~ Tl! U~T.Tt'ND__rr ,VANCTNO ltA;TJ:,7 
.Q11 and aJter Qctob.~r 1, 19&/l, .J.M Ht{lliwa11 
Tnut 'Fulid finanting rale under 1ulnlection 
ld~f?J!Ai l{lfl,U not appl11. . ' • 

' '( z'J" Lci.i1i/Q U1'/V£/tCROUND SrblUGlr f'ANK 
'nt"il:r T1JND.,TTlfANC'lN(1 RArs . ..i. ·.' • • 

•• " r f.) lff • t'JucuL.. - Thi-' Lfflking ' r.fnur­
ground' Storage Tank Tn.,t Fund fi114nctng 
-rate under 1ubsection fdJfZ-lrB) ·•hall 11at 
a.ppl11 alter the earlter of- • ' • 

" liJ December 31, ·1991, or . 
"fiiJ · ~ • la.tt dap Q/ ' ~ terniinlitto. 

mo11th. ,:· ·.~( • • • • ' • • • 
··--"/Bi Tui,..,1.v,1r10N JIIONT1f.-For purpos,r Q/ 
,ubparag-raph fAJ, the tenniriatioii nwnlk ta 

• . ·" 
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the 1st mo11lh a, of the e/01~ of which the 
Stcrcta.-. ,stimate, that' OUt net rt"vcniuJ 
frdm th(' ta.re, fmpoitd b• 'flit., 1rctton J tb 
t.h.e extent attributable to Uu Leak_ing Un• 
dcrground Stcrage· Tank Truat Funt1 '/innnc­
tng rate under 1ubier-tfon' fit)fZIID /1. 1ectto11 
I041fdl, and 1eclion 404! fto the >e:rtt.11t al· 
tributalilt to tht Leak4no Underground Slor­
agf! Tank Trust Fund /lnllnc i ng rate under 
•cction 401Zlb11 are at leiut IS00,(1(}0,000. 

"(CJ NtT 11.ErENt-.1.-For Pll~S of IUb­
paragraph • fBI, '1M term t~t ·.recenues' 
mean, tM CC('II of c,,os, • rewnlU'I ' orer 
amount, payable b,-- 0 1r1U011· ,,of atction 
IS~<cH21 rrelating to tra,ufer fro,n. .Leakin.o 
Vnderr,round Sta~ Tank Tnut 1'ulld for 
ce,tai11 rrpa11111tntlcmt cndi.u:J: ": 
• -rtifl TEt:HNICA/. AM£ATIM:l.¥7X.~ .$uluect1oll 

(cl Qf section f081 of .Nleh,~ •Ill ameltded 
,,, th,e· Ta.t Mi>r,n Act>of19H; u amt'lded­
' ,(IJ b), 1t1tkf.ng;.ou, •'.',ub,,.ct1ct11·: :taJ'J---ill 
11araproph (JI and •ln1erU11.g-:i11-ltei ~reo/ 
"aub3t'r-lion fdJ", and , 'i.f ., . , - ,, ', 

flli b11 strtki n.g owt •"it-'taM"'<ill .JK1.i'a,gr11pll 
(21 amt tnaerting ln-lteu~ therleQT, ''8' llti,h.toa• 
Trut Fnd financl•g rate· . :) ~-" t \ v 1 ;-.. 
·• t-ZJ DIU£L AND ''IPl:c~ ·• J 1<iK n,U3,' "l'l!£i:6 
tflr-D· IN AVIATID/f. <Seettoft 40~heh Codie 
trelaling to tu 01t n,ecial- ful6rta -&1ncnJ.cd 
br redtsionatt11C1 111.buctf01l -fdl· .a., 1u1Ji'ec• 
tton rel and b11 (n:.,erttno c,fUr'ftbNctton (CJ 
tlu follou!tno· neto alibuctfoll: • - ·: ,. 
, "(dJ A»DITfONAL . TA1lD· Tao Tl11'D ,•WICJlfO 
{/NDEltO/tOUND SroRAOir-TA:ta TAUS?F.UND.-
'· '' (1) U(i/W'O, .. ~Cit T1fA!!I C-oiASOUNE. j a-t""~ 
vsw IN .111oro1t · VEHlC.'U.S. ••UTJ:)IUIOAT.'l, ,Q 
TIW/Q.-ln additioll to t~.ts.tt.1fflf)OUd li11 
aub,octton taJ,, tlrue ii he.reb11 tmr,med a.Jaz 
oJ 0.1· c-tnll • gall.on on ·beL?ol, l>cnzene, 
11a,:hth11, ccuing head and natura.l -ga.,o/in,. 
or an1 other llqutd, fothn tha11 laro,ene. OIU 
otl, liquefil'4 J)l'tit>leum -~ · M ' /lWl oil, or 
anv product ta.zllble u.nder.,ectiott 40811- • 

"(AJ aold br any JM!NOn lo an owner, 
le1.tee. or othn operator of·• molar- tl'f"hkle, 
irrotorlloat, or tru{11 for 11-1~ cu a. /ll'cl. fit iacll 
tx0tor vehicle. "l!wtorl>oclt. or trafll. or · · • 

"(Bi it.Jed b11 a1111 ' 'j>en6'1 CU -.: •fiul ill & 
motor vehicle. motorboa'.( or -bufli 11nlt'ss 
Uttrt ll'a.t a tazab~ ,au Q/'auclt ;lfqllid Wider 
nln>aragraph fAI. • '· ' •• ·' ' ' •·1 • • 

" (21 L/QL'//)!I l.'SED TN H7A1'1b~ ..'..'.111 addilioff 
to tM ta.re, imi,o,ea b11_ iuM«t Off' rcJ artd 
.M"ctio,i 408t; there u hbt~ im~d .ii taz 
Qffl.1 cenl-1 a 11aU011 on an;t-liq'ufd-- '. • 
. ' 'tit'J ,old 1i; ' all• pino,i - io:-· aW •ownl.'r, 
~ s,ee, or other <,ptrator of liil ' ai1:Cl"ll/t for 
1'H ii.t o Juel In ,uth atrc;a."1!; 6r--• '- ., 1 • 

: "(Bi usrd b11 an11 J)eTIOft Ula.fuel ill /l~ 
ai,cnift unlta, th.ere -ICCU •a ·,ta.rable la/I! ., 
•uclftiquid undtr .1uPJ11arag,eaia-,t,t>. • 
The ta.r tmpo,ed b!I tlt i .1 pa;.agraplt' sltall not 
·apply to an11' product tuable ·under stction 
4081 wh tfh ii u.1-ed iu a Juel jn ·an aircraft 
other than i1! nonc._om,m,rci!Jl ar,fatton. • 

' "f3J T£nMir.tATTON. -"The lazes imposed b)' 
thi1 ,ubuction ,hall not opplv dunri'.i£.a1111 
i!er'iod. duri,tg whi t '} the ' Le11Tn11v • l/1Jder­
grou.nd Stor.agr/ TanJt Tru,t Fu,nd'finan~11g 
rate under aectfMt lq81 .doet 1tof app/1. • c • • 

1Ji iri.TL. USED 11t ' 'c:0Mlh1!C7AL TRANSPOM'A · 
7?011 . oN iNu.vo •:t'tf-RWA n .-S11b3f('liol' fbl 
of section 100 of iu·ll Code frC'lating t.o 
anioulit of tar on· /IU!l u.ted in commerc-tal 
p-aniportatiQ?l . on inland ioaterwa11sJ ii 
amended to read a, tollo1Da: . • 

"lb) AMOt' /.T Of TAX.- ' ' 
.;( 11 I .Y CENE1Ui. .:!.1J)e ''rlite 1o/ Ott taz ~lm-

po,ed b11 sullsection (a.J b Utt' nm of- ' • . 
.. ,A.1 tile Inland Walencaps Tnut Fund ft· 

. nancing rate, .,MP. . . . ' ' 
" (Bi the L~aking· Underground .!fora~ 

Tank Trriat F1tnd financ i ng rat~· ' 
:' "f2J RAn,:s.-For purpo.1,:, · of J)liragrr:plt 
fl)- ' -

·· "(Al t1ie Inland Watr.rways Tru.tt Futlil Ii· 
nancing rate is 10 cent, a gallon, and ' 

.· • j 
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"1131 the L'-aking V11drrgrou11d Stor09e 
Tank Tnist Fund /i11ancing rate is 0.1 unu 
a gallo,1. • . _ •. 

"13/ EXC'EM"ION l'Olt T!ICL TAXFJI UND£1t SEC• 
TION . ,~flld•l .-fFh.e Ll'aking llndrrground 
Storag.e .:rank Tnut F1md fi11and11g rate 
wndrr paragraph .fZlfBI ahall not a1>pl11 to 
(he ""' of an11 /Mel (/ ta.r under 1e.dion 
4041 Id/ was imposed on the ,at, of 1uch fuel 
or-is imvo.1ed on auch aue. 

"141 TEFl,.,JNATTON or LLIKJNO ur,-ll£11GIIOIJND 
$1'011.AC:E TANK TRUST TVND FINAN<"INO IUTl':.·-
1'he uaki11g Underground Stosagr Tank 
Trust Fund financing rate undt'r paragraph 
a/lBJ 1hal/ not· app/11 durinq anv period 
during U'hirl.l. the ~i•1g Fnrle'11round 
S1ora(X: Tank T.n,,t Fund financing mte 
10nder ll'Ctipn 4081 ttoe, not aJ)p/J. '' 
. /))) ,Aoon-JONAt. TA .'{£3 NoT TluN,'iFERIIED ro 
/lmHWAY~TINISr FUND, AIRPORT AND '.AIRK'Al' 
TR1 -,; r (UND • . AND INUIVD ' M'An:RU'Al'S 7'ttt/ST 
Fm,o.- • 
,',· / II HIO/Jllo'A YTJIUS1'-1'l1NJ). -

IA/ IN 0£/<{gftAI- - Suburtion tbl of St'Clion 
95fl3 of 1urh Code (rt'la.t1ng u, tram/er to 
1.1,iq/, rr11v Tru.!t Fund of amou,111 eoufrulent 
to certaiJJ tazrsJ t, .amcndrd b11 adding at 
thr rnd ·ll~reoJ,.thefollowing ne•o pctrugm.ph: 

"141 .C'£RTAJN ADI>mONA/. ax,:s NOT TRAYS· 
'1'F:/ll11:o, ro. IIIOHWAY Tl/UST n11m.-For 1>ur­
posrs of paraqraph.! fJ / and IZI, V1ere shall 

#101 be la.kt'n into aC'count ~ 1-a:res imposed 
bv section 404-lldi and so mll<'h of the ta.res 
impoJPd b1rseetton fORl a ,t,i., atlnbutable to 
Uir ·Ll'aking .. Underground Storage Tank 
Trust Fund financing•ratc." 
. IBI CoN1'011MING AMENC>OfF./ofT.-Subr,ara.­
graµh fDJ 0/'Jcctwn 9503tcJtll Qf su.ch Code 
l dl'finin r(motorboat fuel ta.us> t.• amended 
b11 $/riki11g out "ll'C'lion 4081" and inserting 
-in liru . thc:,rwf "rec/ion 4-081 Ito thl' utent 
at: ril:tutable to the Ilighwa'/1 Trust Fund ft• 
na.11cin9 -rateJ". ~ 
.IU AIRPO!(T AJID AIRll'AY TRl'Sr , e,m.-Sub­

srction fbl of aec.tion 950Z •oJ.su,h Code lre­
latinq to .tran.\fl'r. to ,AitJ>Ort an.: AITU'a)I 
trrust Furl.Ii of amount, l!quil •aknt to cer­
.tai11 la.rP;s/ is amPnded - ., 

t.41 bl/ s(riking out "1ubstttions (cl ond Id) 
of Sl'ction 4041 " In pamgraph 111 a,i d tnaert­
,lng In lieu l.herrof,"ubse<:tions le/ and It) of 
,rctio11 4041 ", an,d_ 

- IBl l>JI 1tl'iking out •·,erlion fOSI" In 1111,ra.­
graph IZJ a11(1 irt1l'rtin11 in liru t/1rn•of ·'sP.l'· 
lion 4081 tt-0 thr n.t,mJ allribulnb/e to the 
,ll,ghrpa'/f. Trt#t F11nd f ln a11cirrg rate/". 

(3/ [HUND ll'A"1'1:IIWAYS T/ll'ST FFN,'l.- Para­
,groph fl) of section 9506/bJ of sttch Code ta 
cime. nded ,bv adding at thl' e11d l.hrreof the 
following nr10 s,•(ltencr : "The inrr,•ding. lt'?t· 
.t, 0 r11·r slia.ll app/11 .onlv to so m.JH'•' o/ su.ch 
la.:cr.l a, ,iire a.ll li bu table /o. tJu: Inland Wci­
teru.•a.11., Tru.•t Fund financing rate under 
1cction 4042/bJ." . • . 

IC) RF.PAYMENTS TOIi GASOLJNE USED. ON 
FARMS, E~.- . • . 

III GAM1LIN£ l/$F.D ON TAR .us.- Subscctton 
fhl of sc~tiori 6#20 of such Code /relating to 
trnrti11~lionl_ ,LI .a!ll~ndcd b11 striking out 
" This .section" and inurting in li~rt J.huenf 
' 'E.rccpl with rrs,,;.ct to ta.res Imposed bl/ 
1,•cfion 40,!1 at lht, u<1ki1141 Vnctcrground 
Storage Tank Trust Fund financing ratt!, 
this section··. 

12/ GASOLJNF. 1.0.<CD FOIi CERTAIN NOh'lflOIIWAY 
PURPt>s1:s OR BY LUCAi TRANSIT s,·srEAtS.-

(,4) Ti:n~flNAT/0/f NOT ro· Al'l'LY TO ACl[J/TlON· 
XL 0.1 r.ENT TAx . .:.s ubsectibn lhl of section 
6.4Z1 of such ·code lrelati11g lo effective 
date), as in effect on the dav before. l.h~ date 
of~lhe enactment of the Ta.x Rcfonn Act of 
1986. u a.111e11ded b11 striking out " Thi.! ser­
tion" qnd inserting in lieu thereof "E.:tcept 
U'ith respect to ta.re, lmpos~d by &PC/ion 
408l at the Lralc i ng Vndergro1111d Storage 
Tank Tru.,t Fund financing rate. this aec• 
lion·•. 

TAXATION AND ACCOUNTING 

tBJ° REPAYMENT ~,. ADll/TIONAL TAX 1'0R OF1'• 
/fl vllWA Y BUSINL'SS l'SF TO AI'l'L Y .OlfiLY TO C£R· 
TAIN VESSEI.S.-Subscc(ion If.I of ,ectton 6421 
of 1uc1J .Codc. a, so In effrct, i1 amendt'.d l>ll 
addin11. al Ute end tJterr.nf the following ne10 
para.graph: 

•!(4) SECTION NOT TO,APl'LY TO l"£1tTAIN OF1'· 
HIGHK'A y BUSINESS USFS a·m, R£.~1'£CT TO ·Tl{£ 

TAJC IN~ED IJ'¥-SE<"TION fOII AT THE L.F.AKINQ 
UNDERGROUND STUii.A GE TANK TR UST 1'UltD n .• 
NANCINO RAT1;.-Thi1 .m:lion ,ha.II not appl1f 
with respect to the ta.x imposed b11 section 
4081 a.t the Leaki11g u~1drrground Storage 
1'ank Tnut Funit flriancing rate on gasoli-ne 
used in an11 of/-hlghiroy buslnesa w.,e other 
·1li<111 11H ill Cl \ ,rs.t"1 rmployf':11' -in Uie fuller· 
1ea:or #If the 1t-~ttng buitnds. •••,·•· • 

••t3f.'FU£1..S.VS'ltlJ ,Oft "NONTA:KARU PIIFIPOSE:tf.-::. 
UJ Subsection fml of stet-ion ~427 of auch 

Code .frtlafing' t&~trrnii'nalionJ, .-a, Ill rffect 
on the da)I t,,,Jofe the date of the ena.ctment 
of ~ -T,u Rtt/n"'n -A ttt o./'lU6, t, .amelfdcd 
b11 strtking out ' 'S1rb,rctlo11 .," and lnUrllng 
In, Neu thrr:tof .'lER-t'J>i 1t1lth J'f'sf'{'cl lo tiue, 
tmpo~ b)I wtlon 40,l'ltdi a,1d -s,r.tto11 :f08I 
1t th.t 0u ·11ktng.<t/ndl'lvro11nd storage :Tank 
Tru3t Funil Yfnanrlng raf'e, suru,.<:tlon1". 
' tBlftJ ·ser.tiun, 6"427 -0/ ,sitch Code, lu so in 

cffeC'l, " ta ame,ictrd· 1>11 rl'dr , ignating avbsec-
tion tnr as n1.1>scrl'inn· lo/ and• by fn.1erltng 
«/ter su6sectton (ml the follou>tng new·tub­
aection: •' • ' ·'' • ·, '. 

"In) P,HMENr.. 'FuR TAIC£S [MT'(l.o;r n BY $EC• 
TTON 404 lld , . .:..For 1>1L'1'a!es of sullsection·; 
fa).- 11,J;'·an(/ tel. the t,uci imposed b11 section 
4041tdJ ·slihl! be treated a.s i_mposed bll sec­
tion 404ItaJ. •• • ~ • : - . •• . • 

fitJ 'subpltragrltph IAJ of scr.t'fQn); '103re,I 1 I 
of the •Tiu ·Refonn Act of 1986 II amended.,,,_ 

f/J b!I 1lriki11g out " and -fol " and' tnserting 
lti ltru lhc~ of .. ,01, arrd (pl", a rid .; • '' • 
- flll 1>'11 1triktng out ''a,11( ffi)'J and''tn1ert­
tng tn lieu l.hercor·1n1:·and fol". ,.,• '> :-,,- -

1c1 -Parugrat,h r11 o'f section S4Z7fiP ot 
1uch Code frelatin11 In .. ga.sotlne , iued ' to 
produce C'crlain alcohol fuels ) Lt a'tnenclcd b11 
1triki11g out "'al the rail'" and lnsertt11p ·in 
lieu .thereof "at tltr Ilighwa11 Thul Fund fi­
nanC"inq rate". ' ·., ~ • • · \ 

Id/ CON11NIIATION 01' CERTA(N·E'JCEMM10NS 
F11n• Ao1>1T1tj,v:u, TAxr.s. Ere.- ·· •• -

11/•SubuC'lion fbl of uctioif"401'/ o/such 
Code frelaling' to e.rcm ption for o/f-h fghway 
busi11ess usr.; reduc!io11 in ta.t for qualf./ied 
rnrlh"a nol and ethanol /Ul'IJ is a.mended b)I 
addtn.g ll.t the end thereof the following new 
paragraph: ', - 0

" 

"13) COORDINATION 'lr:ITII TAXES iNPOSED IJY 
SUBSF.C'TION 1d1..- , • . ' •. ,. 

" IA) Ol'T·II/Olf"'AY BL'S1''"£,SS ITS£.- -· . 
' "(ti 1N G£.'•iCR.AL. - -E.rcept as pro11ided fn 
clause Iii/, "flCs similar to the rules. of_pa"ra­
graph 11 I a!ia.U apply wit.h respect .to .. the 
ta.res imposed b111ubsection ldJ. 

"f iif Lmn'ATION. ,iN EXEMl'TION ° ,Ott OET· 

H/GlfM'A Y lll'SINESS 1•.~E.- For purpO$CI of iub­
paragro ph IAJ, paragriiph' 111 shall app/y 
011/JI. ,.with _ rc.,P<'c:t lo o/l-h,ighu:a,11 busj nes, 
use. in a. ves.,e{ i;t!IPloyed 1.!(the /UIU!nea or 
tn the wlrn/i,,g buslnl'IS. • . _ 

' '/BJ Q IIA l.ll1ED All'1"/UNOI ANCI . £T11ANOL 
ruL·1..-ln tht' cqse nf qua.llJfrd melhano! or 
ethanol fuel , iubuctlon Id) shall. be applied 
b'/1 subst itil ti11g '0.05 cenu' for ·0.1 cenu' tn 
·parag.-u·ph 111 ihereo/. •• . . 

f21 Paragraph 131 o/secllon .. 40411/1 o/1uch 
Code Ire/a.ting to exemption /or Jann u.,eJ t, 
amended by ,triking out "On arid a,fter :• and 
i111erti11<1 in lieu 'thcre<.if " Except . u:i(h re­
apect lo the t1Ues.tmposed b.11 subsection ldJ, 
on anc! a.lier". . • . . . • 

fJJ The last sentence of section 404Jfgl of 
auch Code !relating to other exemptiouJ ia 
amended b11 ,tnkiri'g 011t "Para.graph.!" and 
lr1serti11g -in lieu thereof • " Exci!pt 10ith re­
spect to the ta.rP., imposed b¥ subsection fdJ, 
paragraph.!... -
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, f4lfAJ The la .. ,t ~;11/rnrr ·of ,r/tion 4)21taJ 
p/ -lUf h Code lrC'laling to cc.rlajn ·,~-frtt 
,a.lea/ LI -amended b11 s(riki11~ oul -''408.1 and 
Inserting tn /l<11i thereof ."40~1 tat ~tUgh-
1Ca¥ Trust Fundfina11ci n,g rat,. _". _ 
. -fB,J Su_bparagraph tCJ of section l'l031r:U21 
of the Ta.r Refonn AC't of 1986 is amended lo 
J'f'ad a, follows: , 

"tCJ .'Subuction l'a / of section 4221 lrelat­
!1111-to certain tax-free-aalrsJ is a ,IU'nded-

• "Ii I br ·tiuerllng 'or u ction 4081 fat -the 
H-tr,hwar Tru.,t Fund Ji11a11ctng tatr/' be/ore 
'uctinn 4121' in I.he 1st sef1t, 011a: and • '• 

! '/tO 611 ·,lr-fking out ·•40_7 I , or 4081- klt th, 
H lghw,n/ Trust Fu nd ft11ancin g· rutiJ' In ·the 
flu1 sentence' a•nd inserti111 tn"lieu IMreof 
'or 4Q7 I : " ,'° '): ' 1 c • -

IS) Pam.graph IZJ' of ,r.ctioll •~4I ll i-b} of 
,uch C<HU t., amenrlrd ' by fn:serh119 "'" or 
u-nder ·paragraph 1111AJ or 12,r:v /JI 1eelioll 
4041/dJ"a.Jter "sectio n 4041/flr. 

le) ' t°J"FEC'TIVE DA Tf:.--The "anicitdmt'11l.! 
made ' b11 • thi.! - section sltal! ·tak:t . t'J/ec't on 
Januarv·t. 1987. - • :· • .,., ~ 

SJ:C. Ill. ' i°EAA/,'1/C 1·.,·1,,:R1:Roi-.i'1, .-<toitli-i .1'.A,\'« 
1'Nl ST #'I .\II. 4

' 

lat'IN•GF.NEP.AL.-S.ttlx:hapt,·r A -{Jf chapter 
98 of the lrtterna.l R,,ven ue·Code of I 981! lrt­
!aling u, t'stab/i.,hmn1t, of t rnst fund.!/ .. 11 
ame11.ded b11 adding atter- .reclio.n 950l • I.he 
following v,w 1eC'lio11: _, " · ' · " 
-.~EC: ISi~ LF..lli[.\'I; I .\ '/JF.Rr:R11nn l'TOR.4GE TA.~'K 
.. , ···n,·sr11 ·.,,, . . -_...,,a. ... 1.~J.~ ~ •. ~ .. 

·"la) CRE,CTION o, TRr:':;T F UND.'!..<Thl're "u I!!· 
tabliahed ht ,tJt.e TrPasu, y or tire liUn'Cled 
StatC's a tru.,t Jvnd-to be /f>ro1rrt'i-ak.V ' 'Uak­
~ng Unde,vtou nir Sl';)r'ai*-"Ta,dl. TtuAt'Fund', 
co111istlng of auch «mourlts a:,· 1M11 ~ ap­
J)ropnated or-c red~tcd to &ul'h Tni al Fund a, 
provided ln' tlrls aerf io11 or sttl ion 9602fbJ. 

"lfiJ TIIANSl'ERS ro T111 ,.'rr ~n·r>.-'T?ierr··are 
hereb11 ,dJJpropriated to t.'te L ,-.-iA.i ni, r.111.in,,. 
ground· Storage T11nli: T r'u..1,1 1-'ii.nd amount, 
equivalent to- _., ... , ,-· • :,_ 
-. "III truea ri:Cdivt'd In- "lht T tri:sVt')I under 
,cctton -404 lfdJ.;{J'f'la ting to '1tdditto11·a.r .ta.re1 
on motor fuels/, 
- "JIJ •ta.ru re_ce_tred• in ·.t/M' 2"11n:sut11, under 
lfCliOII 4081 . lrelll!ing :1.o ta.ri)rJ! gtJ:So{ine,..to 
I.ht ezlent attnbutable to thi! Lea/ting .Un­
derpr.ound Storage Ta11k 1'rust fund financ-
ing ratt' under IUC'h s~efion, • 

•. '-'1-JJ tcuc, reuivcd tn the T :-ra!u Tl/ und,•r 
1Cctio11 404Z /relating to la.r o·n fuel uud in 
commercial t ransportation on i'r1land water­
-wavsJ to the extent attri ~u-tublc ·to the uak• 
ing Under11rou11d Slolflge Tanlc 'Trust ' Fund 
/lnanctng ra~ uridrrsurh iccti rrn, and • 

''14/ amounts rcceit'f'd in thr ··rrra!·ut'JI and 
col!ecteil. • unde_r ,rct ion 900J ihH., of. I.he 
Sol i d Waatt' Dispoial Act 

"(CJ EX.PENDn-L'RES.- . 
• ' : (1) _(N, OE:NERAL.-E:tcept OS providf d in 
parcwraph f2J, amou11ts in the· Lea.king Un• 
"dergrOund Storage Ta.rilCTrwt Fund shall ·be 
ai•ai!able. a, provided tn _ a-pproprl'afion 
Act.!, onl11' /or pu,-,,osrs of making upendi· 
titres to caT11( out &--~tion 900.JlhJ • of I.he 
·solid 'Wcistr. Di3poial Act a, incfffcct Oil the 
date of the enactmt'nt of the Sui>erfund 
Amendments and Reauthoruation Act of 
1986. • ' • 

"12) TII.ANSi.-i:R.S FIIOM TRl;ST 11,'ND TOR C£11-
TAIN REl'Al'MiNTS A0ND CRiDl1'S.-

"(A) IN OE:N£RAL.-The; Sl'C retary sJiaU pa 11 
from time to time from (he Leaking Under• 
ground Storage Tank :rr:ust Fu11d Jnto the 
'gcnera.!funaof th.t Treasury amou'nu equiv• 
alc.nt 1(1- • . 

"Iii amounts paid under- . . 
;•111 -.a«tion 64Z0 frelat.ing • lo • amount., 

i>Qid in·.-respect of ~oline u.,rd on farms), 
''Ill) uction 6421 !relating to amou11Lt 

paid In respect of gasoline tUed /or certain 
-np11,highwa11, pu,rpo1es or b11 local transit 111,­
Um.!J, and 
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"fl /Ii section 6427 trrtpti11g (o Jud .. , 1101 
Wl!d for ta.T~blr p11-rpou:1/, and . 

"l1il c1·••rlits allowf'd undrr section 34, with 
rnprct to Utr ta.re, impo,,·d bv $tction:i 
fO-llldl n11d f(}RJ Ito the r.rfrnt attribul<lble 
to the uak;11g [ .'ndcr11round Sto1·a9e Tap.k 
Trust Fund frnancing rat, undtir uction 
40111. ' 

"/Bi Tful'i.Vl'RS 1'ASCD (lN F.S1'1~1AH.',~.­
Transfers undn· :iubpurugra)lh IA/ ,11all bf' 
made 011 Ille bnsi-s of P>timnlf'! by thr Se(•rr­
tary. anct p1opcr a<t:~• tmrnU shall br. made 
in amounts 111bsrqurnll11 tran ,;f,•rrl'rl to ·the 
l'J'lf'nl prior utimutP& wai- 'in P.ICCU of or 
/u:i then I/tr am ounts required to "" tran1-
ferrrrl. 

"Id! l,t~BIT trY <JT n1c UN1'1"1:D STATt:S LTMTT· 
ED TO AMt>l.'T .. T IN TRl'ST Ft:.vo.- • ·.c ,-.!J 

" 11 I 61:~TRAl , 111•ur .... At111 claim o/iled 
against• lite .L ~al:i110 ,.Underr,ro1md Storai,c 
Ta11k - Trust Fund lllOI/ be paid 011/-11· out uf 
such Trust Fund. '" • • , -, 

.. , :!.J CooRDINdTION , 1nn, OT/11..11. '. ·rnon­
SIONS..-Not/J.ing, in tire Comprd1Cn$it·I' Envi , • 
ro11111rnta[ RP•P<Hi.<I': (;o,npcn.satio11. amt,Li­
nbilit11.Act of 1980 or the Supcrf und Amr,ut­
mcnls and -Rravthori2ation Act of /986 ; r-0r ­
u1 an11 am,•ud11101l made b)I l'illi<"r of 6Uch. 
,tels/ ~,al/, a u-lhoriu the 11a11mr11t b11 /he 
Un-itrd Stairs qo1·rnrmrnt o/ a•111 (U{l01tJ1t • 
u:ith rrsprc/ lo 01111 s11L·h, elai.m out of. any,. 
$Ottrcc other than the Leaki11g Underground 
Storape 1'ank Trust Fu11d.. • • " 

-"/JI 011/JC/I ffl W/IICIT 1/Nrll.lD Cl.AIMS ART fu 
IIC PAm.-lf at any time the LMktng U11der­
gro11 •1 d .Storage Ta11k T111.s/ Fu11d ltcu-·l11sll,{­
/1cie11t funds to pq_y-al/ of the cl.uims out ,of 
sueh. .Tn,st Fund at. ,u.c.h . ti1ne,>,s.uch• claim, . 
slta/1, to the extr11t J)l'n11iflrd under ,para- _. 
oraplt I I I, ~ pa 1d in full i11 the or«cr in 
u•hich they _ were f111al/J1. deif1711i11cd. " .;,. 

lb) Ct.CRl<'AL A.u1 .. vmn-NT.-TJ1C'tqblt> of SfC.· 
lions fo•· subchopter A of chaplf r 9/1 Qf s11p h 
Code is amended by addi11g af[e~,lhe ite.m. re -. 
lating to ,uc;tion 9507 . the fol lou.>{11g new 
it.rm: • • . :1 ~ i. , , .,.._ .. 

"Sec. 9508. l,eaki119 llndergroa11d ·'Storage . 
Tank Trust Fund.. ·• 

fci Errr.,--rT\'C DA'tE.-11u• a,n,•11dmct1ts 
made b11 this uctioi 1 sltalt ta~·c · effect o n 
Janua111 I . 1981. 

I'.◄ nr m-crmnm.\'. 1 rios wrru t!Tlll:(t 
PRlll'l.'i/0.\'S Uf' TJ/1.'i 'A('T 

-~I.'!'. SJ/. (WJRIJT.\ 11'ftl,\ '. 
I, ,r •. 

Notu:ith.,ta'1din!t a11y P"Ot•isicm of tliu Act 
not co11tained in this title. a·ny prot' islon·:W-· 
this Act rnol containrd in this ti/lfl ll'hicll,--,· 

(Ji imposrs a71 y tax, prcn,l um, o~fee, 
fZI estab/i.,ltcs an11 trvs't .(vn4. or· . ' ., ; , 
131 authorizes amounts to bt. expended · 

from an11 t rtJ.31 fu11d, • ' • • • • • 

lhall ha 1:p no force or effri:L . 
And the H o1tSI' agree to the same: 
That the 1/ouu r<!ctde from its amr11dmcnt, 

to the a_nit'ndm,nt of the s,mate to th_e titte of 
the bill 

TITLE V. SUPERFUNI:> FINANCING 
A. HAZARDOUS SUBSTANt:ERESJ'ONSE TRUST 

FUND <"SUPf:ftPUND" I . 

\ l. TR UST FUND pff o vt SIONS 

Prior and Present .Law 

Suprrfun d financing :iourccs 
Amounls .equlvalent to exci~c t~X(' S on' pe­

trolrum and feecl~tock clu:mirals <,fosrribt'd 
below J were dt'posltcd In ' t'he • JI al>.ardous 
Substance Response Trust 'Fund c:·Super ­
fund" J. Thrse taxes expired on September 
30, 1985. 

In addition lo taxrs, $44 million was au­
thorl1,<'d Lo be appropriated to the Super­
fund from g.-neral revenues for <'arh of 
fiscal y1•ars 1981-85 <an ai:grri:ate of $220 
milllon l. Total Lax and Rrncrnl re,·t'rllle ap: 
proprialions 11.· t're int roded lo egual $1.6 bil ­
lion o•: t·r the 11,·c year pr1 iod. 

TAXATION AND ACCOUNTING 

The followlne additional amount~ also are· 
d.-posllcd In the Supcrfunil: • ,, • ~ • 1· 

<ll amounts r cconircd from parth-s re­
sponslbfP for ha.1.ardous sub~t ancc rc-lra,,,•s: 

<21 "t)<'amltlcs as.sccsstfd against · re,spon,ilblc 
parties; and< • • •• • •• ' ' .. 

(31 p'1111ltlvc dl\llll\Kt'S 'ror f:i.l)ure fo 'pfch icle ' 
removal or r.emedial action· upon the 6rder 
or the> Prl'sldent. • 
E.rprJ\ditu~ ·puTJJosc.t ,· r-':. 

Amount.s 'in the Supcrfund arc a,·niloblr 
for c> xpcnd!turrs lnrurrt'd In ('()flllN:llon 
with r_rlcascs or . .threats, pr rci,,-.asc~ ur , haz­
ardous suhslanc<'.s Into th,:: 't1\'i!f'.¥l'J'entc1 ,, 

Allc,11;a,blt;,'costs IIJClude U\e ,fq!l pwlug: ,_',., .. 
11 > Co~t~~f rcsp_pn!ilng to th_ prl;lfcpc~,of , 

hazardous sub.~lances on lnnd or in -the: 
waler or air, Including cleauup and rcmo\-al 
or such substaricl'S·anl! i-rmedhn action. 

12~, .Crrrt.a.in costs ~lated to-,resp1>nsC\," lh­
clmling c>pldl'mlolo11lc studies 11.11d ·maln!.c-. ­
n11,ncl" of.emcrgrncy atrike-fqrcrs. ,, <s: ~ ·, 

,(3> Pa.~:m1ml or asscs.~111mt and dgmni:e 
clahn!l -fu11 Injury to, or qcstrnt:llon,·o.r loss . 
of, ,nntural J t-rources t>c-lon!('ln~ ,to OJ: .. c-on-­
tn;1_IJ!'d by Ff,dnal or"8l&IC' l\0\,!'(llmetl\ll, if1l , 
more. than - 15 percent of Super{w1d.r; 1, ":1!" 
nues ·attributable to taxes llnd 1wnt•,ral rote., . 
nue approi,riallor~~ may be USl'd for tilt". ga:y·, . 
m nt . of natural resource a.sscs.sment" and. 
di1nai:r clahns. ,, 

I ~. h , .,, • ; ,: , :.: 

Adminbtratlue prot·isions . 
.i'.., _ 

Claims against Che Suj,erfun<I ma~· Qe paid 
only out of the fund, U claims~agal11st. the 
Supl'rf11nd excf'C'd the balance .a,aila_hle .for 
payment of those claims·. the claims are lo 
be paid In. full ·111 the order In which ·fti«'Y _ 
al'c finaity 'dric>rmlned: "· • • ' . 

Thr Superh1hif- hl\S ·authority -to l>orrow ' 
f rom gerieral Treasury funds · for the _pur­
poses or paying response·cosls In connection 
wllh a catastrophic spilt' or paying natura1 
resource damage claims. OliL~t:i1idlng ad­
vances at any time mi\y not exri'~d estimat­
ed ·-,tax revenues for tne· "following . 12 
moi1lhs;' adt'a11re~ ·ror pay-Ina· natural re­
soui-re claims itiay not e,ccced 1 S percent of 
such re\'cnnrs. All ad,·anct's ·v.cre required 
to be rc>p:i.id by Sept.rmber 30. 1985.'··",,. • 

The ··super fund v.-it.s ·created • ali • .a trus.t 
ftihd In the Trr.a,~ury undei;. the Co1ni1r~hr;1'·: 
slve EnYlronmcntal Rt•sponse; Com~n~a­
tlon and Llablflty Act C" C.:Ell.C.:Li"i; but' l,s 
not Included under tlie trust' fund code .or 
the tnternal H evenue'Code. ' ' "·" • • 

• I • ."'\ I • 

Repayable adt"'ncl't . , ,. ;,. , · 

The Superfund taxc>s expired on &pt.Pm• 
bcr 30, 198S. Since ,that lime, rep~>able nd­
,·ar,rcs hnt·e bcrn made to the> Superfu1 d 
from gr.ncrill re\'<'nucs ·u11d1•r ' P.'t,. 99: 2'10. 
<$150 minion adv:u,re>, and' P.I..''09-41'1 ($48· 
tnllHon advam:el. Thr.sc advanres are i.ifl>e 
repaid with Interest v.·ith rrvenurs \1,e'rlved 
from future Sup('rfund flturnclng sc)iftc'e~. ':·" '. 

~ _. ., • • i I, . •:•' f~l 

House Bill 
Supf'~fu11d iinand11g :iourra • : •,. • « ·r • 

Under the House bUI, amount~· equly,i.Jf,rit 
to E'xclse taxes on pctrolt'um, rceds(ock , 
chemlrals, a new tax on lmporll'd cl1erutcal 
derivatives, and a new waste 'ma.nage~ot 
tax, are ·to be dt'posll-<'d l11'_ 1lie Superfu'nd 
for fiscal 1·c-ar~ 1986- 1990. Addllio'nar excise 
taxes on gasoilnt>. diesel: and 'sprclal,motor. 
fuels aTe to bl' used lo hmd a sf'parare trust. 
fund for leaking underground storace"tanks. • 

ln addition to taxes, 1316.6 mil1lon Iii au­
thorized to be appropriated to Uie Super-' 
fund. from general rcn,nues for each of 
fiscal years 1986- 1990 , an .. ,a11r.n:11at.e of 
$1.583 billion>. Tur.al tu and gPneral reve­
nue ai,proprialions. tol(elher wi Lh Interest 
and estimated rccovrrirs, arr estimated to 
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equal UOA6 b illi11n o·,.:r ~ Jlv~- 1t:1LI' ,,-eail-
thor!iation P<'r1od. 1 . -· ".'' •· ; •, • , _ 

Othn finam'lng _·sourrr r. •;.::Hu,JltlC r~v­
ei\r.s; i:u,n~tlc~. ·arjd_ pw1IUv.e "da\!1-gl~\ . are 
Uie same· uu1frl!'T present liwl ... , , ~, . n 
EL~'ldilurc P11't'!.,.n ·, ;·. ::, . , , , . :. . 

The HollM' hill arnrrall y . fl"taln~ the 
pr"'ent-law Superfund f'JCpPndit ure: pur­
PO~es. HowPver, no f11rt her c>xnmdltlYrP.s are 
altow~-tor, natural .re,io11r~·11s1;r.J1...--m<'nt knd 
dlUn&Cf' clatma. Sul)f'rlund mone-rlf 11.Pe also 
to be a,·allable ,Jor a numbf'c- ot &tltlltlonal 
f'JCpendttur" pua::pq..~rs ~ b)' - I!t.J• I ol 
\ he ~o~ bl !L • .. ,: . . _ . .. ,_ 11,,... ·)!• - , 

~d7!1inflhaJ.i.~"' pµnµion,, -.: , ,., r , ., .. 
r'l'he SµPf'r.:Jund d"a. el!t;ibl!.!ihr-d- &Ii,-.& trust 

fun/I, ~r• U1e, Jnl'crnal Rc·.:mHc-·Code. Ad· 
nllnlstn,ti\·t- -p.rons!ons . eeM:idly . are t.he 
SAme u undt·r prt>Sf'nt la11.·; ho-..·r!k!r.-the Su­
perfund, h:\S.a.utt,oftl.r .to.borr,o-a; for .any au­
lhorludt ,expPJ1dit ure putpr-~~.- ral.hier lhM 
only . for .-cert.au\ e1n1,rge11cy ,pu)l;o,;cs u 
undC'r prc.vrtt all.': Ad\.'AllCCS :ue.at'ltl >.hot to 
be limit cd t..o esUmated'taK tev1mQesttor tlle­
fullowin1 ,, L2 monUis • ·ru 'ttfl'Y- -~~'-under• 
preSE'flt.la•~~ .-·~ ... , ... - ~,.-1 • • );._ -J"' u,;. , ~ • • 

T;d,i$.fe'f'ofha2a rdv ~ · U'Ure' ,,o 'l- ·· ' ••' '' • 
Under the House ~111 . . : nQ ' $ t1 p~rf1~~4· 

m<>neya' ,-re to bc.".av11.Jlahle tor 1 I_An//cr ,pf 
any hazardous 5ut»;t.anee' CrQJ?) .aJacuil)' at 
'f.'hlch a relea.se'~ or lbTea'.Len'ed~tE'lf'&.~l-i'hu 
occurred to a facllitJ 'for wluch \ a • final 
~nnlt II tn effec,t. under aretlon ':l005<al of 
the -Solid Waste Dispc>.'Pll' Art~ If tll such 
permit. was-1."llul'd after Ja.nuary ·11' 1!1!!3. ancl 
before NdV€rt1brr" 1; 1984: <2> the •tra'risf"r Is 
carrll'd out pursuant lo a coope1'alive aarj'e­
rnf'nt -between, the,EPA 'and ,fhe StRte; and 
<3-l fund mo!ll'ys co11ld not' bf- -U:i-d'<.for the 
transf~. exec-pt for a pro~ulon t.1mtalned In 
Title I of. the House bl)). • c-,i ' '" ~- ,:,, ,. ' 
Effective itak · . • ' 1 • •~..,; .~, .- ·' 

"The Sui,c f,i.in'!I tf~t fw1c{ ptot·°lsioos are 
er.~~Uv~_Novemb~ J. 1985.' r • • •• _ .. • • 

.•.• Scnatt'Am,,w,dl/tfllt , m, .. 1 ,. 

,S.11p,,:f11.nd/inancing1our~.-- , ,. .. ,.,-t . 
Under Ult' St,nale amt'ndm,.,rt, ·:uriounts 

equl'l'al .-nt t.o ~XC'ise taxes-; on.''pt•troleum,, 
feedstock d1emicals. and • nev. ,~u~t'rl.\11td 
excise -la:r on manufacturt'~ Arr __ l,c_>_; be ~d_e-· 
posited In the f:u~r~nd, fpr , fistm.l J't'An 
l!JR6a l990. TolAI Superfund :,n :\:f'llll".S for 
the> fh:e-year r t'a11ll)orizatl9n perlPt,1 t\nclud- . 
Ing Interest.. but not rtto~) 1)1'1!:fnl.e!ilded 
to total $7 .4 billion. ,,. , 

Otbcr fimU1clng sources t_l11cludinri -rpcov-. 
ertes, penalties, and punlf.lve 'dama11esl are 
ttih~c--~ un'dcr prt"Sfflt i~•- •,';- :/ • . 
EJ·prndl tun> purposi's ' 1 • : .' ..• • 

The Senat.l' ammdmcnt rc•~hµ· Che 
prcsent-faw·.,.. Supcrlund ex):M'11 iliil'e ·'t111r­
posr.s Cln!'luding reaourt'e a.sscssmiiif and 
llama«e claims), 

.. ,1;1 ltd5il jion·i9 these expendi\ure pur,s,osra, 
.S11pertµn4 m911ey11 are to be availAble .f-0r-a­
num\><'r ,ol addltl\>nal -l!~n<ljturf purposes 
.addl'd by. Title I Qf the 61:•nate amendment, 
h1clud1ng c.iist.s of hralth as&<•si.ment& and 
toiclc'oJol!ical pro!il<,s; tech1,kal MSLst..,nc:e­
a'ran1.s· .uu1t to exceed $'15,000 per. facility>; 
m;ifdih•ll grants io St.at.es for i:lc:rnup and 
1;t='hili7.lltion. of ·contahilnalc•d· l iµ;iliiies <not, 
lo PX.N;1'd $rmllliou pt:r y_ear _per' Statt:l; a 
$) ~ mi1Jio11 l;)ll«it proi:_ram f.o,r LhP fCl)'lo~·-a! ol_ 
lead-c:Jnlammate aorl; and ,r,esea«~ .. and 
t ~;iln_lng pwi;rams. _ , • , ~-: ·, J 'I Y ·• ,. r, 

Ad~inis~fatil.le pro~isfO!'" , r . ••! ~ , .·•<r~• . ~-. • 

The Senate amendmmt generaHy followt, 
the Hou'>!' bill. Howe>vrr. under the Senat.e 
a.mend1n<'nt, oulst.anding act ,··aneeii to the 
S11perf11nd arc limited to e!>l!maled tax te\·e-

_ . _, _ . · __ _ 
'Thia fhturt Includes amounts deposited In Ule 

u,aii.tnr Ondt-Tsroun!) Storl<Cf' Tank ,:r 1st f':lnd.. 
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nues for lhe followi1111 12 mont.hs l RB undE"T 
1Jrt-,;c11 t law!, wi t h all adv&llr.t'S reQulred to 
be r f' pn id by t>ecrmbf-r 31. 1990. The 
prrscnt -law 15-pc l'ccnt l!mit OJ} borro,,.•in11& 
to pay nnlural r esource asscsunenl. and 
dnma11e c'• fms Is e.lso ri,t.ained. 
Transfr•r o.l hazardou u,iute 

No provision. 
EHrcli oe dal e. 

1'ht•se provisions are effective.on October 
1. 1935. 

Co,vrrf'c tlCl' Agrl'f'ctneal 
Suill' rf und f i mznring souJ'lY., 

U nder th<' r.onrl'rcnce a.gr crm<'nt. n.m,, unts 
e-qu lvalc11t to excise taxes on l)f't rolt'mn and 
fl.'cdstock ch r m ir.a ls. a miw excise tax 011 lm­
porlE'd chrmkal deri1-al.i t-f'S, and a ne\11> envl• 
ronmentaf lnrome ta.JI. are' to be dcposH ed 111 • 
the Supi:rfund. ·, •• ' 

,In addit ion to taxe,;, S250 mlll ion of gcnrr­
al. rf'Venue appn:•prlaUons are authorl1.r.d for 
the' Superfund for each ·of fl'l<'al years 1987-
1991, for. w aggregat e of Sl.25 bi!lian. Tot&! 
tax and acnl'ral revrnue approprlaUon11 to 
the Super-fund. lo«t'Lher, with lnt.ertst and 
u t lm!\ll'd recovrr ies, ar,. lntl'nded to t,qual 
$8.!> bl!Uon over the five-year r eauthorlza.. 
Uon per iod.• . •· . -

Other financing ~urre• (in<'ludlng recov­
eries. J)f'.naltles. 11.ud punith·e damages) ~ 
the same a.sunder present law: . • • 
E:ttMndi/uf'{' purpose, . 

The • confcrcnrl' .ai:r cem1,11l follows . the 
House bill In dclrti 11g nat nral r esour.re 
darm~ e and a.ssessm<'nt cla.iD\8 as a Super­
fund expc11dl t urP. purpose. Expendltur .. .s are 
permitted for the r emaining present !av.• ex­
p('ndlture putpai,es and other purpo&eS 
added by '.I,'ltle l of the ronference agree­
ment. Th<'se lncludP. exprndl turrs author­
ized u :,t1c-J,st,C'llon 111'&><1>, <2 >. ( 4), (6l, and 
16> and section 11 Hc•J <oth er than M'Ction 
111<£ l< l> and (2)) of CERCI.A, JS In effect 
on the' dale or enRr tm,·nt of the conference 
a11n •eme11t. F.xl)f'nrtitu r f'S al,o;o are pt'm1itted 
for i,ur i,oscs a 11t ho r izc-d by a lal~r -ennct.rd 
la·-4• ..-1, id1 Is conz;fslt:n t. -..·ft h the purpost'S of 
tJ1r5e prov i~loru;. 
Ad 111 i ,rtsl.ra li.11r p rnrts io ns 

The t><1nfert-m·e .. ai; rremn ,t follows tlll' 
Housr bill. except thnt adn i.nct>s lo t~ Su­
J>('rfund t fncl uding ad1•1m,·ee l11 fiscal yenr 
1986! mny nnt f"<c·r ,·'cf ·c:slimated tax re1·e­
nues for the follov.·ln g 24 monUlS. All ad-
1•sm·cs 11111st be repa..ld • by DeC<'mher 31, . 
1!191. 
'Ft-an~rr of ha ~ardou& u•113te 

The ro11te r ~11ce ai;recin,.n t follows the 
House bill. v.·fth a clar ifying arnendmi-nt .. 
EJ/t:rt.H"' rl n l e .. 

1 'he S 11~rf11nd trust tund provisions are 
effecth·e.ori ·January I. 1987. 

Rrpdalions 

A ·number of provtsons or Title V of Uus 
conferrnce 11.1tret-rill'nt provide that· the Sec­
retary or the Treuury or hii deter.ate Is to · 
Pl'P.8r.rtbl' fegula t.l ons. Nolv,ilhstand.lt111 a.ny 
or th,,se refere11<'es. · the cont,, ,...-~ ln t l'nd 
that the Trea.sury m-:iy, prior to prci;crihi.ng 
thcs•~ reiiulations. lssul' guidance for taxpay­
n s v.- i lh r ci;pt!ct to the p r01•l-;lo11:; of thP. con­
ferr 11~e &KrPenwnt tiy !i;suing Reventi•· Pro­
l"Nlur,-1;, Jlp\·enne Rulings, forms 11.1id in­
structions to forms. Rnnounccmcnts, or 
olhP.r p1ihl l~atinns or · r rh :: .:s. Tht> con rrr -. 
eea e,cp1·rl that thl' Tr .. asury w i ll .provi_de 
taxpay,•rs with thls guidance li.s soon as fea-
sible. • 

2 . P!: l'ROLEOM TAll 

Prior La111 

An <' '<l'ise tax of O 19 c1•nt pr r barrrl ?:as 
lmpos,.d on < 1 > crudr oil r cr.<'l ved at a United 

, Th U. f iiu'rt- d~ noL lrtdudt> a.mou_nts dl' l}O:iillt"d 
ln Uu: LA·nking { ! n c\cr ~ound Stora,t Tank Tru., t. 
Fu nd. dt·snibt•d b<>JotA'. 

TAXATION AND ACCOUNTING 

States rdlnery; and (2> p1•troleum products 
<l11cl11di1111 crud,• oil. nat uraf and r t•fin,•d ,in.s­
ofl11r. rdlllt'd and rcsid,inl oil. and Cl"f'lllln 
olhP.r li(l't ld h ydrorarbon products> Import­
ed Iulo the United Sta_tcs for <';S)TLsurnptlon. ' 
uar, or ..-ar<'hn11si11fii . R1• ,·-,1111r~ rqulvatn1t to 
thr tax wrrP. dero.<itl'd In lhP. Superfund. 

A crrdil aga-in.st .. the petroll'um t11.x was al ­
lowed If tax had Pfl' \' iOUSI Y. _b ... en -ln1pos1·d 
'11:lth. respect to the same product. The. pe­
trolt'um tax expired o,;· September 39, 1985. 

Hou1c BUI 

The pN ;olewn tax ls reimpo~ d at a rate 
of 11.9 cents per bMrrl. and extehooi, 
through Sc-ptembt-r 30, 1990. The reimt)Q,sl ­
tlon of the ta.JI II effective· on November I . . 
1985. 

.,, S('11atr Am,ndment 

The pekolrum tax Is extendr d at Ila prior­
law l'ftle. 

Thi' tu ~roerall y expi-re~ ~ft,·r SPpl.l'mber 
30. 1990. The t.R.Jl wo11ld lt"nnlnat.(' l'flrlier 
than Sept-cmb<'r 30. 19!10, If cuninlil.Lh·e Su­
l)('rfund rccPlpls from laxrs and lnl<!rf'St 
du1lng the 5-yt>ar period rt-nch $7.!> hlll ion. 
The tax a.u;o would be suspended or termi­
natr.d under certain ci~cumstances If Ute un­
oblicat<'d balam:e of lhP Sul)f'rlund f'Xcl"'ds 
U .2:.!5. bl'flfoo on S.•pLembcr 30. 19118, or U 
billion on &ptember 30, 1989. The cxten-
1ion of the la.JC 18 effecti vr on CkLoblcr l. 
1985. 

Crmf err11ce Agree •11t'nt 

~i111poailion of pctm'lrum ta.r 

llndf't thl' corif c rence ai:rcr.me11L. the pe­
trol r.11 •:. tax ls r'elrup'.lSl'd at a rate of 8.2 
centx per barrel fnr domestic erudtj nil. and., 
U .'f ernts pr.r barrel for lmport.cd pctrokum 
products <lnrluding Imported crude oil >.' · 
R evenues t-quhalenl to lhe tax iu-c to be de-... 
posited in the Supnlund. 

The p,•trol r um tax gcn r rally l'Xt>h•'!< on 
Df'Cl'mbt'r 31. 1991. The fa.x •·ould tnmi­
nale earlier than that dat e if cumulal h·e Su­
p erfund ta11 rP.cl' ipt~ during the rl'a.uthori?.a • 
tion period t!QUI\I _or t'Xr.t>Pd $6.65 hillil'II . Ad­
d i t ionnlly, ii (11 on Urct' tnl)(•t . 31. 19t'9 or 
Dr.cembcr 31- 1990. the.unol>li~ated balanrP 
of the Supi>r(urtd excct-ds $3.5 billinn . a:ld 
t'.! l thP s c,·rr tnry or the Tri,asµry .. ln con.;nl• , 
talion wi t h lht' EPA Admini~lr!ttor. d<'ll'r­
minl's that su.-h unobli~al('d balance w.\11 
.-11rf'rd $3.5' billion on Dt'C't'mbcr 31 of th'° · 
nt•x l . folfoia.-i11g ralendnr )·ear- if no Supcr ­
fund taxP.s art- hn1,osPd during •he lnten-,.n­
ing calc-ndar y,•1u. thl'n no tax Is to be Im• 
posed during lhe i111R1·vi-ning calendar yt'11r: 

Crr dit for oil rrlt, mrrl lo pipr/ine 

Th<' i,onl,·r<'n<'<' n11rc1'm r 11t dlre<'ls the 
Treasury [><,pitrtnwnt t.o prol'ill,:, ruh•s n,l• 
lowing a credit against the pl'lrolcum -t ax if · 
a refin<'r removes crude oil from a p_i·pf'line. 
and subsequently returns a port ion of surh 
rrudc oil Iulo a strcnrn or c-rullc oil In the 
saml' pi11elinl'. The amo1111t ur th is cr<'liit is 
to cqual the prodn<'t or < 11 the rat<' or t ax 
hnpo., r d <m lhl' crude oil rrmo\'r d from -the 
ptprline by Litt' op,•rato r and 121 thr n 11m1><,r 
oi barrt'ls or crud<' oil r cturn"d t o the pipe­
line by l11P oprralor. Pt> tro!Pllm for \\·J,ir h a 
credit Ls rercived ls Lr t>atrd 1Ls nol ,ha ving: 
been subJt>c-1 to tax . Thi,· 1-iro1·fstc n Is lntr n<I• 
rd to allow a credit in approprfnlf' ra.s!'~. 
without n •qulrlng thf' traring or specific 
quautll.irs or prl'viou~ly l axrd crude oil 
\\'hich is mixed with other crude oil In the 
i,f()f'line stream. 

Effrrt i rr date 

These pro,·L\ ions ar e eflt'r ti\·c on Jnuuary 
I. 1987. The cr~dlt for certafi, crude_ oil ,,.. 

., lmportrd ct ud<- oi l. ,a. h i o:: h la: suh."'t'quently rf" -. 
ed 1,r rl &1 a t h1 iled Sta!es re rint-ry . ls to bf' la xPd &l 
c.hc hhthM" ln1po t t rau- onh·-
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turned lo a pfpl'line ls to apply to CJ Ude oil 
removed from a pfprlinc after th,aJ .. date, 

3 . TAX ON FF.f.DSTOCK Cll!:MICAL& 

Prior Law 
'; . . , 

linpos_tl1on of ta.r ~ _ - ~ • , 
An excise ta:,c was huposPd on .the 11ale al 

42 or11anlc and lnori:anlc substllllCf'S t " f e.ed­
stock chemlc·als" ) by & manuf&<'l<lrl'r. pro­
ducn, or lmportr.r. at !hf' ralrs Listed In Ap­
pt•ndix A <attached 1. The In" m l ••~ w.-re srl 
In 1980 and ..-en.- llmltcd to the lowM" of 2 
percl'nt or esllmalt'd wholP.sale prices or a 
cap equal to ,< I) U .87 per.ton for pt'lro<·l w rn· 
lc-als, and <2 > $4.45 per ton for l11orgru1ic 
fcedslocks. <Certain chftuicals ,.,.~ e:t.txed at 
lower rates.> . •- " • 

• The ieedstock chC'mlcals .tax , eppllt-d• t.o 
chl'micals manufactured -· In .the Uni!Rd 
States (as defined fur purpOSl's of the p,•t r.o• 
leum tax> or Imported Int o· ·t he Unit rd 
States !or consumption, use or ~.-arehousln11. 
If • . tupayer IIS('d a Laxab~ feedstock prior 
to sale. thr tax was Imposed on such use. 
lf one taxable chemic-al ,vu ·u.~ed to 

produce a second, the-tax on the rfrst: cht•m­
lC'al was allowed as a credit a,,dnsl ' I-he ' 
s<'cond tax (to the extent of thal ilecnnd 
tax>. The feedstock 1:hemlcals tax expirl'd 
on September 30. 1985. • 

EI<'eplions to ta.r 

Exceptions to the feecbtock chemicals tax 
were provldrd for: ' ' 

<I> butane or met haoe ~t!«'d as a hwl; 
<2> nitric acid, s11lfurtc 11.l'ld. ammo'n!R. or 

m<'lhane used l o produce ammonfa. If used 
to produce rertill ?.t>r : 

<3 l sulfuric acid pr oduce solely as a-' by­
produc-1 of <and on t h e snme site as> air pol -
lution control eq_ufpme11t ; . 

<4 >'an)' taxable frcdsLock to the ext el)t de• 
rived from coal; • • 

<5l petrochemicals used lo mnnufal'turt- or 
produce motor fuel , dicsPI fuel . avfat.iun 
fuel, or Jr.t fuel ; and 

<6> cupric sulfate, rupric oxide. ,·uprous 
oxide. zinc chloride. zinc sµlla t e. barium i;,11 -
!id~ or lead oxide which ex i,;t in transitory 
form In the process of rPlinin« nontaxable 
metal ores or compouuds Into 0th.er < or 
purer> nontaxable compounds. 

Treal'"'°nt of uporud f n d!. lar ks 
No exempUon WM provided for exports of 

t.ax·ablr feed.slock3 . 

Ta:t lTl'alment of :i:ylen, 
• The Treasury Depar l ml'nt had tak en the 
position that xylene lurludt'S srparatcd lso• 
m r rs of xylr.ne for purposes of .the fcC'd­
slocks tax. Thus. lhe production ( or us,;) of 
sucn isomers constituted a taxable ,t•1'1;11t. 

Trcatmrnt ofinl'1.·11torv exeliang~s 
Und<'r proposC'd Trea.sury regulallon~. ex ­

c-hang<'s of tax able r.llf'micals were t.rcnted ­
as sales of such chemicals. 

Hou.-e Bill 
Rci.mposilion of la:r 

The rr.Nlstock dt<'m k nls tax ts reimposed 
subJe,·L lo th<' m od ff lcRt ions below-. and ex­
f.t>nd,•d through ~eplC' m bPT 30. l!J!IO. 

T>tx ls. Imposed on p r ' -,r -lnw fr.cdstor.ks 
and. nd11ltio11afly , It-ad . The tnx rates are set 
at lhe lowPr or 2.0 percen t., of. currr nt. <'SIi · 
rnntcd whul1'8nlc price or a <'RP .. CQll~l to 
$6.25 for all rh i'mlr itls <ex<·r pt xylen1•. dfs­
cus.scd, b1•low >. but. nlll 10 11,er t han the prior­
law r11te for any taxed ch emical <see Appnt• 
dl:or·A). , 

B r glnning in 1987. tJ ie tax Fatc;s are_ Lo Qe 
ind1: xed annually for In flat inn, RJ; m c-asUJ l'd 
by the avera~e produr.r r prlce Index for or ­
tm11ir or !11oriinnic cl 11:m k nJs;. hpwcvt'r. tax 
rat.,·s are not to be reduced below lh,l' 1986 
ratr·s. • . . • 

Undr.r a special rule. t he tax on n i tric acid 
u~<'d by the producer lo p roduce n!Lr-oc-rflu ­
lose could not l' xc,.ed 24 cPnls per ton. The 

Published .by THE BUREAU OF NATIONAL AFFAIRS, INC., Washington, O.C. 20037 



10-8-86 (DER) 

n·lmµosltion of Lhe Lax la effective on No­
vrmbn I. 1!1115. 
E.rcrpt ioru to ta.r 

The exception for coal-dl'rh·ed feedstocks 
Is rl'l)('alrd: other prior-law exceptions are 
retained. A conforming aml'ndment Is made 
adding 11'1\d to lhl' IIUbSll\nces which are 
exr111pt from LI\X If they exist In transitory 
form as put or a rdlnlnR process. 

In addition to the prior-law exc!'pllons. 
excrpllons to thf' feedstocks tax are provid­
ed for lhl' Coll t,winR substanc-es: 

< 1 > nitric a.cid. sulfuric acid. ammonia, or 
mt'lhane used to produce ammonia, If wied 
<or sold for ullimllle use-> In the manufac­
ture or production of animal feed: and 

121 ilorn ,-,;Llrally rerycled nkkr.l, chromi­
um. cobalt . or lt•ad. <This l"XC!'pt.loJi doetl not 
apply for a period durln11 whlch • requtrt'd 
corrrctl\·e art ion und!'r RCRA or CERCLA 
hu not hf'rn completed'by 'the taxpayer.> 

E.lfccti~ date. :..Thek provisions are ' ef• 
frcH,•e on November 1, 1985. • ' •• 
TN'almc11 t of l'If)Orledfecdslocb . : , , 

Taxable feC'dSIOC'kS i;old for l'xporl by, the 
manufaclur<'r or producer, or for resale by a 
secopd _purcha,;cr for export. are exempt 
Crom tax. . 

If ll\x Is paid on a c-hemlcal. and the chem­
ical ls lat er exporlf'd. a credit or rf'fund ls .al­
h>'wt-d to lh<' pl'rson v,ho paid the lax. 

F.f feclii·t• dnlr.- 1111s provision I~ effertlve 
on Nm•flnhrr I. I !185. 
Tax lrratm,•n t of rvlenr ,. 

fl ts clarlfh•d th~t. Pxcept for Imports aud 
exports. xylene does not . l11clucle St:parated 
lsomrrs for purposes of lhf' feedstock tax . 
St' pnrat ion or xyl!•ne L~omers r.011slitutr_q u.se 
of a mixed stream of xylene and is lrf'alcd 
as a I axahle event. 

EJfcclire dalc. - This pro,·lslon generally Is 
effPrl in' NovPmbn 1. 1985. 

Tax,·s µrrvloosly lmposP.d 011 xyh!lll' <I.e., 
slncP April I. 19811 are Lo h<' rl'funth•d or 
credll<'d (wit h ii,t.t·rrsl> to lhr taxpaye rs. To 
compen$al e for lost revenuE's. the tax rate 
on X)'l<'nP II; pro,;p('('·t h·ety lncrrased abo,·e 
the $6.25 per t.on r:i.Le that ot herwlse would 
apply unclcr l.tu; House bill tsce Apr>f'ndix 
Al. · ' ' '' ' 

Trcci l 171c11 / o/in t'f' lllory c.n:ltang<'S 
SubJPct to rcl(lslratlon and noliflcalion re-­

qulremcnls. If inventories of laxable chemi­
cals are cxchanl!l'd. tax Is Imposed only 
upon the lall'r sale or use or ,Lhe chl'mlcal 
by Lhr person rccrh'lng lhe chemical In the 
cxr.hani:c. ThLs rult> does not aµply lf:lhe re­
cel,·lng Pf!l'/i0n would not be taxable on Lhe 
sale of u,e chemical. unless such treatment 
•11,ould be as a result of the excmpllon for 
exportP.d feed.stocks <descril>rtJ shove l. 

£/fee/we dal~.-Thc a1n,·11<11nent rcg:nd­
lng Inventory exchanges apµlies rl'lroacllve­
ly Lo the ori1: l11al eff<'Ctl,•e date of the feed ­
stocks tax . .Jlov.e~f'r, the amend n1 r11 l applies 
lo any exchange before J1rnu:uy 1. 1986. 
only If C 1 l the manufacturer. produr.er, or 
Importer did not treat the exr.ha11ge as a 
Lax able sale, and < 21 the rrcipir nt ajlrees to 
he tn·nled LS the taxable pe rson for pur­
po~cs of the tax. 

The rPglstratlon and uol iflcation rcqulre­
nu·nts with rt>spe<'l t.o Inventory e xl'ln1.11gcs 
apply lo ex<;hani:cs alter Drrc·mbr.r 31. 1985. 

Srnate Amendnu-nl 
Extrnsicm of ta.r 

Undr r the S enate amendn11!11l. lhe feed­
stocks tRx Is extf'nded al Its prior-law rates 
<see Appendi x Al. 

The tax Rem•rally expin•!J art or Sc•plrmber 
30. 1990. Pro,·islons are madf' lor earlier sus­
P<'nsion or termination or t hP. lax under the 
sRme conditions as the petroleum tax <see 
A.2 .. abo,·e>. 

l::ffrcli 11e dale.-The extrnslon of the Lax 
Is ellrctive on October 1, 1985. 

TAXATION AND. ACCOUNTING 

Exc-rptlon, to t ,; r 
The Senate ainPndment rptalns the prior­

law excepllona to the fredst.ock t11x. lnclud­
ln11 the exception for coal-derived feed­
atocks. 

"As undrr 'the Jto11se bill, ex:eptlons lo the 
tax are added for: 

<I> nitric acid, sulfuric 11rld. ammonia, or 
methane used to produce ammonia. if USC'd 
<or Rold for ulllm,tt' use> In the manufac­
ture or production of animal feed: and 

<2> dolfll"SllcaJJy,rec)'ded nickel: chromi­
um. or cobalt. <I.rad II not taxed under the 
Senate amendment.> "' 

The • .eXCf'pllon for recyclrd subsf11hces 
doos not apply for any -period durhig whirh 
the taxpayer hu been noll[l!'d thAt· It ·Iii a 
potentially responi;lble party for a site' listed · 
on the National Priorities List. unlciis the 
taxpayer la In i:ompllance with all orders, . 
notircs. and Judgments <under RCRA: • or 
CERCLA> with respect to the site, 

,._EJlerlil~ datc.-Thls provision Is effective 
oh October 1. 1985. • • ~•• • 
tN>atnu•nl of nported ferdstoc/u ··' y_; . ,, ,,1,· 

irhe S onate amendment la the same u the 
Ho1~,;e .blll, ; . . • ,. . 

Effcctii•r. dale.- Thla provision ls effectlvt 
on October 1. 1985. • 
Tq.x ~realnirot of :r11lr11e 

No pr.o,·islon. 
Treotmrnt o/l111't'nlory ucha 11 Qr s 
. The Senate amend~cnl is thl' S11m1, I\.S the · 

Ifouse bill btlt docs not inc-lude the_ Tf'QUlre- , 
mP_nt that. for pre-1988 l'xcha111;Ps: the re­
rlp1t<nt must agrl'e lo be treated as the tax­
able person In order for ' the an1Pndmf'nt to 

·a~_pJy. . ,r.,- •• 

- · •' Conference Ao~ument 1· 

RMm71c»itl.on of tax 
·The -conference 11.grCl'mPnl ' ;ollh"·~ ' the 

Se1111.lc 1t1nenrtment by rcl111Po~in1?. the 1t;( 
on Ccctlst.6ck chernicAls al Its prior !Rw' ates 
(exrrr,I fo lhP. ' CSU of x~ll'llP. ,dlscu:scd 
bPlow>. N•> tax is impos,-d on IP.ad or _ol)' any' 
ol hrr cl11:n'tlc111 not taxl'd under prior l:ii\f. 

The tax -on -fef'd.~tock chemlt'al~ 1n·nrr1.1ry. 
expires on December 31 , 1991. The tax 
woilld be suspend!'d or tennln11trd rariirr 
than that date under the same condl\.fons·as 
the pf' trolcum lax. 1 - ... "-

Effrctive dalt'.-The reimposltlon ·•or · the 
lax ls rfCectlve on January I. I 981. 
ExcrrUlons to ta.r • ·• 

The 'cor'i'r .. i:enre aicreemt<nl follows" iJ,~ 
Scr,ate ame,ndmf'nl by retaining the present 
law. eXC<'Pllon for r.oa.1 -d,•rh'ed foertstoc-ks. 
Ot h!•~ present law. exceptlor,s also are .r~ 
t.ainrd. . f 

.The conf Prt·nr.e agt'f•rml'nt 'follov.-s the 
Bouse bill and i tiE' Senate amrndmenttby 
provljilng addll.ional exc.-p\inn1 for: , • . ·: • 

<II ntlrlc ac-ld. sulfuric- acid. ammonia, i:lr 
methane U31"d to produre 11mmonla. If surh 
chrmit.'tls are usNI <or sold for ultimate u.,;ef • 
In t hr mlliluract.ure or produrClon of animal 
ft<rd. and • - , ->,t. ·• 

<2> domrsltcally recycled nickel. chroml- • 
um. or cobalt. .,~1· ~ , 

As under the House bltJ; the r!'q-cling ex­
crpt Ion does not appl~· for any prriod during 
ll'hkh a r«--.:iulr,'d corrE>ct ,~e arlion . un,der 
RCRA or CEitCLA with rcsµt>C't to Lhe recy­
c:llnr unit has not ~n complt>ted by the 
taxµilyer ,.Undrr a !;pr.dnl rule. correcti\'e ac­
tions C9r ~he portions of corre<:tlve actions> 
relatlne to contamination of i;roundw1tler 
are lo be treatC'd as complPted. lor purposes 
of the rer)•citng except ion only. 10 f P.&.ra 

after the date on >1·hlch ti.JP corrr.ctive 
artlon ls rcqulrt>d by lh!' EPA Administrator 
<or-a Slate acting pursnaut to nn authorized 
program>. Thia special rule applies only If 
the taxpayer Is In rompliance with au 
orders. nolires. and Judgments under RCRA 
or CERCLA "'llh respf'rt LO \hf' sll.e . 
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Effcctf~ da.te.-Th!'.se provisions are ef. 
ferllve on January .l, 198'7. 
Z'tea.lmeft/. Q/ ur,orted /ttdsl,l<'b 

The conferrnce agrttm,.r,t follows lhe 
House blll And the Senate amendment. 

In addition to exempting exported fl'ed­
st.ocks, the conf Prenc-r a.grccmmt allows a 
credit or refund <without Interest) of taxes 
on feedstock c-hemirals .,.hich are used as 
materials In the manufarture or production 
of certain eq,ortecl sub.~tancP.s. The export­
ed substances .. -htrh trigger this credit or 
refund are to be the same L~ the substances 
taxed undtt the Dl',., tu on Imported chem­
ical dcriv11t1vea <described in 1\.4 bcl(lW). The 
credit or refund ls to be mnde lo the person 
-.;ho paid the feedstocks tax .• 

Effecth,e datu.-Tllt excrpUon for ex­
ported feedstocks ta eUectlve on January 1 
1987. I • • • 

'1:he allo·,,ance of a c-rNllt or refund for 
feedslpcks used tn lhe niauufac-t,ure or pro­
duction of certaln exported substances Is ef­
fective on January 1. 1989 . 
Taz t ;eatment ~f ZJ1lene 

The' ·conference' · agreement follow, the 
How;e •bill. • • • • 

E/Jectiv~ dale.-This pr,,, ,~ion genc1ally ts 
effective on January 1, 1987 • . 

Taxpayers who •Prt"V10usly paid the tall 
Imposed on xylene <I.e .. from Aprfr·l, 1981. 
throq&h &-pt.rtnoor 38 •. 1985> m~y file t'lalm 
for nlund of the taJ( <11.-ith Interest>. The 
statute -of limitations Is extf'nc:k<d to s,tnnlt 
such refunds or credits. Suc·h credit.a or tt· 
funds apply, under the conf Prence agree­
ment, only If the l)('rson who 'tl'Ould oU,er­
wlse i;,e_ liable for the tax mr.,ts tcijulre­
men~ slmllar t,o the Jenera I Code rules., re­
ran:hng credits or refunds of ruanuracturea·, 
or rPlaUers· excise taxes <sec. Hl6<a)).• 
However. If the ,~anufactorcr ·~amlrl.v 
stated Lhe tax and lhl' purrhases. did not 
pay the lax. Olen the refu11d or cn-dlt la al: 
lowablc Lo lhe , manufacturer. To compen­
sate for loi;t rf'venues. the tax rate on 
xylene Is tempararlly lncreasf'd. only for the 
duration of the tl\'e -l(P.ar reauthorlzaUon 
pr,iod, from u .11, to $10.13 per ton'. " 
Treatm~nt of inventory uc11d,l/lCS • 

The ro11fercnce agret:ment follows U1e 
Hou.',(• blll. . 

Effrclii>e dau.-Thc amendment rei.:ard­
t.nR Inventory exchan&es applies relroarlive­
ly lo the orlRinal efCeclive date of the feed­
slock.s lax < Apr II 1. 19811. However. the 
ain<>mtmt<nt aopllP.s Lo any l'Xchange before 
Jaunary 1, 1981, only.If <l> lhe manu[artur­
er. producer. or importer did not treat the 
exchauge as a taxabll' we. a11d <2> the re­
ripic11t agrees to be trl'&ted III the taxable 
p erson for purposes of the tax. 

The rei:tslratl<'n and nollficatlon rPqulre­
mt' 11ts with rcsp!'Ct to Inventory exr.han1ws 
apply to exchan«es after Decm,h!'r St . 1988. 
f'reat'1U'nt of mi.red hydror.amon atream, 

cottlalniug laroble fr.ed• locb 
Undrr th!' r.onfcrehce agreement, no tax Is 

lmo<is,•d on any organic taxable chemlw 
\\'llile It Is part of an Intermediate hydr<X,ar­
bon stream cont.ainlnc a mlxt.ure of differ­
ent ornnlc taxable chemlcala. ln&t.ead, the 

• Aa In the CL.., or <'Xll'>rtl'<I fttdoloc1<•. this 
Pf!rson la r1•Qutr~ to l'f'P&Y tb~ anu,uut of t.ax to 
t h'! ex,portf"r, ~r obtain lhe expon.cr·■ W'!'ltt.en COn­
M'nl io 1r,e ,ndtt or ft'fWl<I. In o,dtt IO ~ In the 
credit or r,rund. _: . 

• In l'f"llt'r'l1 , M"(' . 8◄ 16 t a> al1o\\'s a r.rN1ll or re.lund 
only If lh~ rer:,on who paid the \Ax tslllbll.shc,i 
undt,r r,gulllllons that he t II loaa not lncluM.d the 
tax In U oe prlM' of Lht! arHclf- a.rid has not ('()ltN"Wd 
the •mount. of lax frc,m lhe pwc-h.,..,. or C2> hu 
reptlld lhf" A.mount of tax to thf" ull imate purchucr 
ol U1• a.rtkle, or obta ined his written <oiuent IO 
I.he PW'ChU< or tthmd. 
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lt<oletion, extracllon. or other rt'movt.l of ILll 
orirarllc llu:abl,• cht>rnlcal . from suc-h a 
stream <or a.uy other event cau~i111 the 
c-hrmlc- lll to r.ra.~e b<,lng pn~ of the '\t rrarnl 
I& trcaLcd a.s a taxable ,use by the pcri;on 
cau~i111 suc-h rt'mo,·al, arid the tax ia lm­
posl'd 011 such person. Thls provision applies 
only if rr1\ist ration and ccrtlficalion require­
Rlents. similar to tho.<,<> Imposed with resl)t'r t 
t.o lm·cn tory PX(·hangc-s, are satisfied. For 
purposes or lhl& pro\'ision, organic taxable 
chemicals lncl udP a.ny taxable fredslock 
el1emkal whic-h I& e.n organic substance.• 

E;Ject 11¥! dp.te.-Thla pro, islon appliPs rPt­
roactively to the origina! eff.ectlvc date of 
the lecdstocks tax <April l, 19pll. A.:i In the 
case of lbe rule r<'gardir1& invent,or y ex­
changes. the pr-o\'islon applies to sales of 
any intermrdi!lte hydrocarbon stream 
before January 1. 1Q8'l. onlY'I[ < ll the manu­
facturer, producer. or lh1pc1 ter of lh<' mJxcd 
h ydro,:arbon stream d id not lrt'at \he sa.Je of · 
such stream as a taxable sale, and '(21 the 
purthai;er acrt•es to he treated ·as the tax-
able person lot purpo~s of the tax: • 

The re~ii;lml ion a.nd nolllicatio·n tcQufre-
111ents 11,·1th rcsp, -cl to m ixl'd hydrocarbon 
slreo.ms. are errecltt,e on Janu:uy J.l \187. 

t , TAX ON IMPORTED CHF.Ml<:Al. l>EIIJYATIH:S 

Prior Law 
Crude oil, cr.rtn.in pct:i-oleum products. or 

tu11ble- letldstock -chrmic;ala Imparted into 
the United Slah..'S wert'>subjcet .to the'.petro­
leurn or fredst.ocks tall csee A.2. And :A.3., 
above!. No- ta.x was imposed on imparts of 
products t.hat·-.re derived from these mate­
rials. 

/lo,ue BiU 
Imposition of lai • 

A 11x is lmp()l;t•d on llu: sa!~ or any l isl t>d 
chr.mlr.RI der ivative hy the impor1.er thel't'of. 
The initial list lnclud•,p 47 c;~mlcal dl.'Tiva-
tivcs <see °Appendix Bl. ·' • . 

The Secretary of "the Tt<'nsury Is to ll~t • 
any ot.hn lmporlt'd sub&t an<.·~- clct~rrnln,,d 
to have more ·than 50 pcrrrnt ·or ttlelr value 
derivP.d from [lf'tr·olcum or t.iixauie Jeedstoc·k 
ctlemll'als used ~ 1):!lllt'dals or,procr.ss fuel. . 
This dcl r rm inal fun is to be ba,s('d on the 
prrdornlna.nt tnethod of p rpdurtlon. The 
Trea.sury may dt•llst sub.sl Rllf'f'S <111c-ludln11 
hrilially 116trcf suh•:1 anres1· :i.s · nP.ct>ssary to 
earry out the. p (l'rposeg Ill' lhP tax . 
• Subfitan<'rs &rt' lRXllhle only If listed a.t lht' 
tlmr of sale or use ti'.v the Importer. 

A rnou11 I of tar 
1. •, ·1 I 

Th~ Rmounl of.tall Is-
< I> the amount of la,r: which 11."0uld have . 

bt·cn lmpo,Pd und<'T' u,e feNistocks tax 011 
the taxi.ble chemicals ~ as materials or 
procf'SS furl . if such t~ble chemical.6 ,had 
bern sold in the United Sl.&t.es, for an equiva­
lent Ust>; Ot 

<2> If the hnpo1~•·r .does not furnish s11tn­
eit>nl lnfmmation to determine the tu 
under CJ l above. 5 percent of the apµralM'd 
value of the imported substa.nce at the time 
of import. • 

Proce.dure and d<'/i11.ili.on• 
Thr tax is Imposed on lite fmP-Orter or a 

tisted 1mbstancc at the time such subi.tance • 
L~ sold or usrd. No tax Is Imposed on Utt. 
same salr or use. 

The United Slatf'.s lnl'lu,dr.s Puerto Rico 
and specified U.8. pos.<scs.~ions <as defined 
for purposes of the pt'Lroleum and [jlt'cbtock 
taxes>. 

Revenues lrom the tax are not. covered 
ov<1r t.o Puerto Rico or u,e Virgin blanda 
w 1drr section 7652 of the Code. 

• TaxRt,lc- ur2:u tir ctu~m k alA 10<"-lu~ the first It 
IUi\.ed subt.l.»J M!<'S Ju sec-t.io11 4661 of the Code (&c.'!t"ty­
lrue. bcnxene, bulane. but !,'M!ne, buL&dlenr, elhyl­
e.ue. m~Lhane. naphthalene. propyk'n~. toluene. 
and xyl ••nc>. 

TAXATION AND ACCO~NTING 

Tem,inalio,i da.te 

The tax terminates on Sep~mbn 3Q. 
1990. 

Ef/f!t'I Vf' date t. -· , 

The tax on hnporLcd chemical derlvatlvea·' 
L~ errrctl\·r on Jalluary 1, 1981. 

Srnale Am.ntdment· 
No proYtslon. 

Cr,rv,;,.rn.ce Agrecm~nl 

The conlerence ae;reement generally fol• 
lows the House bill wlU1 an amendment. 

Under lhe conference agreement. the 
amount of tax lrnpOBCd on • li61.ed in)ported 
chemlc&I derlt·aUve .1.,. the amount of tu 
..,.hit:h,; would have bren impoeed bJ the ; 
fecw;~ -tu on lhe taxable cl~mtr.ala 
Wied u ma;terla.Js land not, process .fuel> I( . 
such taxable chcmll;als had been sold ln Ille 
Unlti:d SI.ates for an eQuiva.lenl Ulle.. ,' 

U the Importer does uot lurnish su!ficient 
Information <&I such time i.nd manner u 
the Secretary may requlrel I.he amount of 
tax Is 5 perc,·nt of the customs value pf the 
lmP-Orted cht>mical derivative. ' ' 

Under the conff'l'f'nte agrr,cment:,a cheinl­
cal derivative must be tlsted by lnt> Si'c~­
tar'y of the Trea,;ury 1n order f,o be 11Ul!iiect 
t.o this tax. 

An Initial list of laxable· 1mhe1tanc-es e· 
specified In U1e statute. This tniti:i.l Ust in­
cludes tht> 47 chemical derh·ati\'es tn tha 
House bill, as wt-II ~ acrylonitrile and meth­
anol. The SPcrt'tary may delist aubstancMI 
Cil icludni 1i' stat'utortty li,t:t-d imqstanees> as· 
necessary to · carry out the p1rri>oses of the 
I.ax; however. a.crl·lonitrlle may not bf! dt'­
LiSted. • • • { -r ' ~ l I~ ' ' • 

ln addition. the Secrela.ry Is tr, Rdrl c-he
0

ml' 
e&l derivalivcs•, to thi~ list If fa1t&ble f~d­
stock.~ <untirr sec. 46611 comprise .on~r St 
pn<:t>nt of t.h<' moJec,ular wright of lhe. the 
raw materials used to p1 nduce the c,hcmical 
derlv1~·11ve. The S1•crctary Is to make this de, · 
t erminal.Ion on the b1Lsis or the prrdomlnan( 
method ·or produc-llon I trith resp•!cl tn 'Im­
ported deri\·atJvcs> using stoicWometric ·ma­
terial consumption assuming a 100-percent • 
y-ield . ., 

The Secn•lary mal' al110 add a chemical d~ 
tlvative to the list if lax. blP f ~cdstocks com­
prise O\'Cr 50 percent of tht> vai ue of the raw 
matrrials used to prod Jee the chemical ® · 
rivatin•. .. 

The pro,·ision Is f'fferllvt>. fqr Imports of 
rhrmlcal deri\·atives on or after January 1, 
1989. ' • . 

' rht' ('Ot1fc-r,·t1l'(' a~rf't'mt•nt nlso . prov I di'{ ' 
that the Ser.re tary shall conduc-t a study ·or· 
issurs relatea to ·the ltnplrinentation of the 
tax on imporll•d chemic-al derlvallvc~' rmd 
the credit allowablt! for tRx!lblr f"''<!stc,r ks 
us,•d tn t ht> produrtlon or exl)Qrted chemic-al 
drri\'ati,·t•s. This s111dy Is to bl!· done aft.er-. 
consultntior, with bot·h lhe Administrator \1f 
ti.le En\'ir.onm•nt.l\l Prolrcflon Agency · 11nd,· 
the lntrrnational Tradl' -Commission. The 
report of the study is t11 bP. submit t.rr! Io n,e 
lfou!i\P Committ••.- on Ways and McAns th<!' 
.SenaLe Com,11i\l.rf' on F°lllam,e no lnlrr than 
January I, 191lK. • • 

S. WASTE MANAUF.Mt.:N·t TAX 

l'rp"• ,:r La Ir 
No pro1'is!nn·. !A dry -v.·cil'ht tax on hazard­

ous Wa.!le 11,·a.s imposed for purposrs of fund­
ing ( hr l'o,i c: k•surr Liabntt y Tru.st 1-'urid. 
di,cus.sl'd in A .7 .. b C' ltt.,,.. ; the authority to 
COlil'C'l this tax cxpirl'd Oil Septc1i1bet 3U, 
191!5.J ' •• ' 

House Dill 
lu:Jlo.•ti.tio n of luz 

Undrr t hr H n11sl' bill, l\n f'Xl'ise ta,c 1s 110-
posrd on t 1,., di,i J:Ju,:at. trc:il111P11l or e,c1wrl 
of hazardous 11.asl<'. A "b1U·k-up" t.ax, dis• 
c,is.<~d below, is 11lso lrnposrd on hazardous 
.,,.. ll.,IP that is not oUicr"A·isr the subje.-t of -a 
tnx :1 blc e• ·rnt • ·lthln 270 dnys of' flC-n,•ratlon, 
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and 11 ,at is not ex,•mpt from Lllf Y,l\:itl' man­
R.P.t•11u·nt ta" . 

ThP t :a is Imposed on Ill thfl r~n~ipt of 
ha1ardous wn.ste al a qull!ificd . ha;•.ard•)us 
waste m:u,ai,:r nwnl urilt. <2> l.11P r~c-ript. or 
hazardous 11,·aste for t r;i.usi,ort f rolll the 
Unit <'~ .Statrs for lhP purpos(' of on •an d is• 
posal , a11cl !3 ) the expert or hv.ardous wa.stc 
frMn I lw United Sta( ,,s. A " qulllificd h;..'.'l l d-
0111; w11ste ma11a~1•mcnt unit" me1tns lhe 
sµr.cll il'rl area of lalld or strul'lurn v.-h il'l1 L•:o­
lll les h:u-.ardous ,.a.stcs 11,ithin a Qtrnlifi t:d 
hazardous 11,·nste managcm<'11t f:wility , and 
-...hld1 is subject lo int.P.tim status ur linal, 
pcnnlt rrquirements undfr i.ub\ i t.l<' C of lhe , 
So(ici Wa.sle Disposal Act. A " Q\i<l l i fi1•d. ha,;r., · 
1trd!)tLs 11,·:i.sl r n•anngrmrnl !arility·· 11u:o.11s 
any lar llitr <n.; dcli ut'd under sublit.le C o( 
lbe Splid Wa.•.te Disposal Act l which. hag rt! • 
cc! ved a !M'rmil or h1t,•F. itn status uudr,r sec­
tion 30051cl o( the Solid Waste D isL!9S&l Act 
Q.r, .an au!norlzr,d Stat.e pro~rnm-. ., • . 

)ln7.atdous \1,:.StP Is defillt'd llS llllY wasle 
11,'hich Is li~lcd or hlrQllf°it><t 1111~c:r S<'ct'!(ln 
30Ul of the Solid Waste Di,;posa( Act as of 
thl!' . d'atc on enactmi,ut. 'and '1,'hlch , ts -not 
sub.,;equt•11lly ddislrd. Thus. "1,''1Stllll the rt' II· 
u!at.lon or which h:ts bern susp; t,d,1d urlder 
presl'nt law <e.g., certain m lnlna: WILSU,,l!l are 
not subject to tl:e-t~x. • .. , ' • 
Tiu rd.fcs 

\)11det Ute House bill. th~ am1./u·1;t ~I t llx 
imposed per ton of ha,.ardous wa.~l.e \OH a 
wet-weight ba.sisl is d.-t rrm.in l'd in ,.(l~co1·d­
e.nre with lht' follow i !"'P, tablt•: 

n the taxabl" event is: • . . , 
i~ rtr~II -j tll _ An) r -,'lrl ~11J!:te . 
• "' 1 .. ,1 • ' • M•I .' , ' 

itu • ,--~..,~ l 1s 
..c J'l 4 !1 

l! 41 1 . ., n s 
41 41 1 

Tl;e l ;md dispc,,;al rate--~pplit-'s ~ hazard 
ou~ wn.slr rPc-rh·ed al a landfill. ~urla<'e. Im• 
PO\Jndmrnt, WMle pile. or land ircatruenl 
uiut, e!\c-h as defined by EPA pursuant to 
S<'ct.lons 3004 a11d 3005 of I hr f;olid ~aste 
l>lsposal Ar.I .. ThP land disposal r!l\e dof's 
not ·apply to surface lmpoumli pilnt.s "l,·hirh 
are pa rt of w:t ste waler ' \ r ent menl systrm~ 
or of•dr,•p·w1:ll l11 .i<•t·l.i11n units. ' 

·ThP. 1011,·rr <·l.r .. $4 .IS 1w r l onl tax rntl' np-­
plles to all other la xable PVl'nt'!l, 1hcluding· 
Cll OCf'lln di,;po~nl or ha.;o.ardou.s 'wa.st:e: ·<21 
rxport of h:>7.ardous waslt', an\:I f~) •rf't.:<'li:it 
O'I hRZardous wn.st-<' at othr.r quit.JU led ha~­
ardou~ rnnna)!C'rn<'nt unit.~ <i.e .. other than 
for laud dispcm.'\II lnr.l11dln1 d1•ep well Injec­
tion , facilities. J-'or th is purpose. deep wr.11 
ln.Jcflion fac i lilif's lncludr any cont-ainPrs, 
tanks. or surf are hnpo1111dmt>nts principally . 
used lo tn:al or store lu'7Ardous waste 
br.l_ore unclt-r11ro1111d injt>cliorL 
Errmµlio11s·a11d crrd,ts 

Wa.,r,. •ll'fl ler l!'1"ntmrnl - llru,.ardou~ wa.s•r 
rN'ei,·ed al a wa.,t r. ,,at " r lrcatmrrit unit Is 
exempt frotn I.Ju u11 1t.ss a cn1 r ective action 
order rcm~hlS III IC' 'Jlllph-lr.d 111·1\h r~pt-.:1 l,o 
the fari!it y . A wa.~1.,, .,,..at er tl t>almrnt unit Is 
aiir qunliliccl h :l7-1rd011s w,,st.(' manai:cm~nt 
unit. w!1il'h is an lntl'gral and nl'('<'S.snry part 
of a waste wat.t, r lr<'atment system, other 
lhrm a unit which -.rccPl\'es roncentrated 
treatment rcsir!u,·s for storage or final dls­
posil l,m. 

The ,•xrn,µ1 Ion for wru;le- w·atn freahnrnt 
units Is not P.llo11,•r,ll ·wilh -resµcct. to any ac­
t lvity C!Jllrlur ted nt a fnl'ilit.y <or part there• 
of> whit,• a ·rl'Qllin,d corn,~tive a.,!lion re­
nu1i11s urn,umplctf'd with r,•specl to,,iurh Ca­
rillly <or pnrt nl such faci lit y >. 11 a correc­
tive llction i.s um·o111pl,•trcl. tax Ls imposed nt 
a r:<te or 15 l'en ts P<'r ton on wn.s[e received 
at the. wa.str wat<'r ltealme11L unit . 

/11l'i1:erauJU1.- A credit or refund of tax 
Cwlt hoat iut r 1 <'sl I Is provid,·d for waste th Ill 

I 
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Is h1d m·1al1 <l 011 laud <nr Lhc cqui\aknl of 
ln<.na !.inn on Janel> v.i!!iin 90 <l:1.1·s altrr l' -r. 
d'lle on v,h irh •urh ll·a.st.e Is firnl r<'reivt><l at 
a q•mllfil'll h :LZ11.rdou:; wn·;te rnan;i.:emcut 
unit . . 

Q :,ul(ftcd c/1 r 11t'{'c/ Jul'ls ,.i:ir ~11/!.•ent.~. - A 
rrcdlt or 1, ·l• ::: ' I b pro\'iudl ( ·1·ifhoul i11tcr ­
c·:fl1 f ,>!" t ax l11 ·posn i on \a.asle lL~t"J in thr. 
prodorti , ,11 or n11} i,:uatili,·d d 1,·1»ical.lul'l 1Jr 
~uh"tnt f or tis~ lu any ,.:r11n111t t< ia! vr i1d:Js­
t.rfal ·nprlk ation . A ·qunlilio ·d c!,c111iLlll fuel 
or SOI Vl'lll is any Chf'111ir:il rud or su l, ,·11I. d ~•­
t.1·11ni11rd by thP A 1lmi11ist rntlon uot ·to . he 
ha.,:nc-Jo11s. 

Rn-'1{·1i119 of l> rl/t ,·1 !, ·s.· - A cro>l!il or rdl\J>d 
twltl1011l lntrn•sn Is prm·;,t,,:J for ta.x ,.pald 
on the rccl'ipt or II baltl•ry at a. qaatl!icd , 
hn7,'lrd<>llS w~ c, te m:mar.crnt·nt..µ1,1il I( . r.,;q,.' ' 
cllne: or s11 l'h hat.lrry ~o.111rnr-i1i'r; v.·itt\ .i,,i, !i.O 
d_ay~ ot, tt~c.-:.1pt.. '"' . ~ ,. 1 • .,_ .. '~'· 

'con:,•c-lt :·,· a net , rm ,•,rtnl 11,·r'ion.,. ~ -('X t;,_1j1p • 
lions arc NO\ ldf'<l In the rnlln\\ ini: ras,,i;: • 

'( 1> r r~ri pt or r.~porl or 11 "7.'lr-.loh~ ia.sf-ii' 
1111rs11ant , lo ron"<:li~t' actir•ns r P<111ir't:d t,1, 
an ord1e r or r,,' rmil i.r~ucd by, th<'- El'A -~--·· 
mini:. ln\tnr u1 vler tl,ie Solid 1,\-aste Disposal 
Act (or by a Stlll e under P.n aulhorlze<l Jno­
eram >; 

j 2> n,.,•ipt or rxport or h~.'.ardc,us Wll:'.tt"' . 
pursuant to a p roposed or final clo8UI P plan 
approved t,y l hi' -A<lm inist-rator or an au-
t horii.ed S ! ;\t.t ••: 1 ~ 

(JI rt-cPipl nr export Qf h:i.1.arclons ll' !l..'lLe 
11 1,rs11a 11 t~ to R· rt·Jl ! On:Ll or , f PJl1 f•d :n! n,·n,,n 
lllld<·r l"!·'.11('1 ,A, if Ille TPt.:,n1L, '.' aCUlJn, ltas -. 
b• ·en 1,•·l c,·t r·d ,, r Hl'~'nn1•1I, hy the EPA Ad• 
tt1iu isl ral. :1r · nr J'> 

<1> rt',·t ipr ur .. (·.-.: purl of h :i ::ardnus ~ }u;tie .: 
p11r-,u:u :l ln an ncl.i<'n t o ro: n ·rt an f'tnrr­
twnr y sit 11:1.! i1,n nr!~il•11: from a prm.h.:ct sp!IJ 
wl : id1 is < Nli i frd by the Ad111i11istralor to. 
the St•rlf,Llry as carrying o'lt t hf' purpoi;es· 
of CF.HCLA. 

Ft:cfrml/y ou•,:rd ful'ilitirs.-- lfat.a1 d,a,s . 
wa.s lc rr, ·,·: •.·••d at a f cdrrnlly own•d fMll i ly 
Is nol sub,irc·t lo I.hr tax. 

1'ay11ie11t of tax. - The 1:,a.srr. rn:uiagrr.H'nt 
tax Is paynblc by ( l l the c.wner or opf'rat.or 
or 11. q1111!iflrd haz11r.tc,us w:.slr rna11ar, r mP11t 
unit: <2 J In lire C'asr of orcan dlsposnl, the 
01':ner or uprral or of lhP 1·1:i;.-a,I or airrrart 
en~n11.rd ln o<·•·nn •li·:posal ; or 13> in the ra..sc 
or export. lhr rxporter or ha1.arc1ons w:u;te. 
7'crrutnat i<Hl .dalr 

Thf' 1':a::t1• m~•tni:rment tax itf'n<: rnll~- ex­
pirrs on Srptrm•}('r JO. rn~u. 

EJf,di1 ·r datr.-~Tlu, tax ·1s efled ivr. ll'ith 
rl.'spcct to ha,-.anlous wns1.,• rr,·eivcd or ex­
portrd :\fin U r rrmber 31 . 1985. 
" Ba,.k11p ·' t:zx 011 Cl<'ll~ratton and h~o\ dou3 

i/·a .~tr 
A " ba<'kt •p" I.ax is lmposrd on h11.-..1r:Joqs 

wa.ste v. hkh 270 d:iys after 1:c11c r a1 ion hM 
nor b,•cn (I> r,•cl'iV<'d at a c111n li fird 11"7:ird­
n ,L~ V.MLe nmn:•-i!<' tnf'nt unit .. (21 rPt·ei•, .-d for 
trarLsporl. from t.hr. Unll~d Stales 101 the 
purpose or ocran d isposal. or (3> f',pc,rt,•d • 
from the U11ltt•d St.ates. The gf'ner:i.tor or 
the ,v.·a.~te L~ llablr for the tax. 

'Ihe backup uu ls lrnpos<,d at thr r:i.tt' ap­
plica.tJlc fur land di.si,o.sal. H ,,,.,,., ·,,r . the 
Trea.~ury Dt'partmr.nt may prrscribr ffiCOla ­
tions wh ich pro •:hil' rxl'mµliorL~ lrom the 
backup tax tor a redured ratr ) as m~y be 
cuns1sl r nt v. ith lltf' purposf'S of the bar k up 
lax. • 

The bad: u::, I ;ix docs not appl)· to wa.sle 
l!l'IH'ratcd 'artrr s ,•pt,.inbn i\O, _I t•9o . 

EJ/r<:t ive du II'. - -The barl; up I.ax Is .f'ffcc­
li\·e v. lt h rr~p<'i' l lo ha:>:anlo\lS v.a.ste itener­
alt'd artc-r llt•r i, rnb1·r 31, l9R!i. 

~,•11atc Amrn dmcnt 
No prol'ision, 

r.n,1/rrrnt"'C" A r;recmntt 

The runr<'r t:11<"<' agr!'Pr.wnt follows · the 
Srnale amr·ndmrnt . 

TAXATION AND ACCOUNTING 

• . 'tNVlRONMl.N ! .. ,r.1MAX 

rrr .,('n/ [.,(IU, 

Alt('n,aJi ~:, ''Jiuinrum. tnJ·:11.. .'e inro ,n~ 

trndt•r tl,e ~m~r ... rencr ait1 ~"111 <.'nl nn the 
Tax Hl'form Ad or 1986 (11.R 3t'38 l,' a.s 
pa., , , .,J by llJf' llo.11~,, on s, ph'.muer 25. 1986, 
a11d ll,e St·natc on St'pt~11:ber 27. !:IRA. an 
alt.l'rr~.ati ·.~ 1!1 !1J;mu;n tn:c b; it :, µv:-~d on cQr• 
potnlloi;s. 1 h~ lax ra.tt- is 20 prrr,•nt. and 
tltl're i~ a f40.000 P.X c·ntpt ion ,rn1'JU11t 
<1, ltc~~•·J 011t at thr ratf' of 25 r:rnt.s on t11,e 
dol lar ror - alternatl\'C~ m inimum taxable 
income in <' ,v,~<:s of $1 l>0.001) 1. ~ 

Tile i tcn i<i or tax prerei-t:n, ,; irl<'luci~ a, t' d ­
crau,d df'pfr1:lallo11 In f'X(' f':-~ or tl,P &i ll'l' tl :\· 
I iv,•' df'j: re<-l'nti6n 5;;,:lern lor'pro1J,·rty _tol ltt'r 
lhan tro.risil.lonP..l 1,rop,•rtyr plal:!'d in s•·ni,-e 
artr, r 1986: lnt nn1Zible' d1'ill 11 :11 <:nst~ _rwi t h 1,n 
ollst·t for • 65 p,•l(·,-nt' nf nPt oil and 111a• 
Income>: P<' P:rntai:e ckplf'tion !in c .,rPs.< or'· 
the ndJnsUld b:c;i; or the Pi'" l'Crty •: 1:~c1 dPbt 
n ·srrv<' Ot'rliu.-t. i11ns f "r fir,anriaJ it1-. t il 11t l<,n~: ... 
t:sr. ·ol .Ure r:01111,1!, •tl'll conlnu·t m,•1 hod nr nc­
c:oun!.ing and of the lnsf:tt.Bnu ·nt rn r-lf. hod: r 

cal,)ital r onstr ucliun ·f u nr!B lor sh 1ppinl! com­
pa!'l '. ,'.~ u,o,_1,no11UJi _amo_r i_~tion qi rertifif'd 
po,Jqtwn, ront.rol (anlltrc_s; apd minh11t ex- . 
plorat lo:r .. and U<"~'t"bp!lwnt. costs. Tax ­
r x~mpt· tro / 1,rq.t' r n 1,cv.ly t:..s,rnd pri rn:.e ll<'.­
lil·\l y ~u1i t.1s ,<~11t _ not qualifiP1 f>ll \ '••)<31 .. • 
Lew.ft: ': nnd u11tax, d apprr.-· iar ion m1 r'.rnrh f 

ta blr <:en! i 1fr,j1 io11s ,ot 1tppr!'1:lat.i:d pro; .•·rl y, 
abo Are pn•fPn•,\re ,t .. n1s. 

t .\,r t9.8J ,lllro1ud1 19~). 011r tn ll nf I he ... 
r:<<"'S!: •ofi)I'<' la,< boc; k ii,c-u:,;c of ti: <' 'ta.~­
P»sier 11inch11iin1t lll<'l t1bcrs or II l(TOUp l1l ,1tl( a ' • 
CU!l\ l'lt.fat':-(!··ta x ri-lur: : ,. ,:--the )T ar:, (l\l •r ' 

ot!Htr ~lt:i·rn~liVe· 1n i1 umutn fax::. 1; h• in.: ·•Hnf' 
Is a prd ~n •11<:r. Aftrr \11 ,19 . prf'-tax bonk • • 
Income ~s rcj.)laccd • for thts in.:ri,:>,;r by ad­
Jt:stc-d ,1111 r.rnt can~ ifl1g';,. 

Tht'~e ·pro,·isions ·apply w••n rrotJI:,, to tax ­
able y_cars IM-1titmll111 after December 31. 
l9R6. The treatment 'of lnl-i' rl'st on prh'ali- ' 
acllvlty bonds u a, prcff'ren<'e ltrm apr;tif's 
to bQnds Issued after Alli!USt '1 , mes. excPpt 
that In the case of ,cert.a in bPnds tn,aU•d as 
government.al under prior law. sur:h trc:i.t­
mcni applies t.o bonds Issued 911 , or alter 
Srpt<:m ber 1, 1988. 
MantJa~l~ rer's excise ltU 

Ptf'SPnt '1Rw impo.s<•s sdt'~tlvr f'Xrlse taxes 
on th<' sale by the man11facturer of lir<·s. pe ­
troleum producL•.' ·coal. and crrtnin rccr1>• 
atlonal equipment. 

- ..... 
No provision. 

House Dill 

,. Senat,o A111end111l'11t 
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per~onal proper'ty dOf's l)Ol lnclu,lc ·ctcclrirl­
ty, unproresscd ai:1 ir.ulluraJ products . or un­
prbrcss,.d food producl3. ., 

Tht' lllX Is deduc_tible from Fcdt'ral Income 
taxes: .. ' • 
Crrdit aga1;,sndi '' 

7 

A. cred.it enual to 0.01! percent or thr t.ax ­
pa.yr.r'! qualified invt>nLory costs is allowf'd 
au.inst ti•!' t.ax. • .. • • • • 

" Qualified, lm·imtory costs" arc Rmnunts 
p'id or Incurred .for ptlrc.hase~ -of ta1111ible 
pc;n;on,aJ ,pr-operty and which are .alloc-ahle 
to uie lmentory of a manufa<:turrr u slni: 
the full a_!>sorptlon accounttn"°'' method 
( upl<:-55 olt\erv.·tse , pro\•idrd . In f'ei?ula.tionsl. 
Pr'ol:>rrty" nuu,ufacturcd for lense Is t r .-nt ed 
in the same manm,r ~ property ruanufac-
turrd for sale. ' 

In lif'U of S:hy allowance· fo'r 'ctrprrcialio~ 
or a1norli:l!atl<Jri, qualifil'd hn•t-ftt t>ry <'lists ln­
c-lude amount.s paid or Incurred for d1:p1 ecia­
bte., or amdl:tizable property ' <I.e .. expensing 
treatment). ' • 

A 'taxpa~•P.r ""ho Includes Lh'e cost of bni:1-
ble P•' rsonal' property In qualil(ed invc.11 tory 
costs Is tr<'arM u the mnnuracturrr of the 
property .If the property Is subl.-cqucntly 
sold Or"lea:il'd. '· • • 

Crcdl13 may h<"• <"arrlcd forward to later 
ta:uble y1>ars, but may not--bc refunded. 
Errmplions ; i 

Small man1(fat'l1trt'rs.--A manu!adun·r 
with S5 million or less of annual t:i xahle r~­
ceipt.s is effet'tl\·ely CKeh,pt from the ·ta'< , by 
1ni,at1s of , a ,minimum S4·.ouo allowable 
c-tt-tlit. This minimum crrdit Is nor a,·allable 
to,hnportl'rs. Is not rr.rundabte; llnd n1:1y not 
be carried o,·n . 1 

SmaU impo,·t&. e:rports, and tcu:-nempl rn ­
t ili('S.r.-Addltlonal <'xemptlon~ from tht> tax 
an:, pro,·lded for . lhf!• follcw. inr: 1 I Y tm por-t 
sh ipmenl3 with '° a&g,rPgar.e , ·atue of 
$ l 0,000 or less: .\2 I l'1<ports from the"Unltf'd 
St.~t.eis. and <:I 1 ilmns 'sold or ll'a.sed' <but not 
lmp•.>rtf'dl by governmN1tal units or otganl ­
zalions cxrmpt Crom taxation -under Sf'.r tion 
50l (al (other than In unrelated trades or 
bLLs/r;fsse~ ~-- _ , . ... 
Ter,11111al io 11 da/p 

l : ,<> I.ax termi.natrs a!tl"r D<-ci,rnber: 3\, 
1990. The tax would br s!Lspentled .or terrul ­
nat,ed carlil,r l.llldt·r slmillU' conditions M the 
prlrolrnm 1Uid lrcdslock chemlcal,ta.-xes· (see 
A .2 anct A.3. above>. 

? -. f ·,1· ,I 

EJ;c,c: t,i1 ,e dute 
The tn11, ls <lffrcUvP mrJanUAry ,1, 1986. 

•. • , ,,,·. o,nfcJ"f'•tCC' Agrttm<">tt···-

Thc t'onf,•rt•rh,e a'grerrrwnt' 't>ro~ldr.s a !}PW 

t·n,·iromm,111.a l tax 1wnr rnll y bMt'd on r.orpo-
Thf' fcnRt~ amendmrnt impl'srs a.n ex,•isc rate altnnRli\'c min !mum t:ixabi e tncn111(' 

tax on the sale.,lea~. or lrans!Pr of tani: lble ( " AMTl " l . .i\MTI Is ,l<:finl'd hr the sarne 
prrsonnl property by the mauu'brturer of . . : manni•t · a., i11 °ll1<' Tax ltcfmm Act or ·1986 
the proper!\-. In co111,,-c-1ion with. Ii tra<le .or .'' <H.H. 38311>. \\hidi lht' confc'r t<i:s expect v.ill 
busittc~s (S11pufu11d F: xcise Tttx). Rcl'enu, 1 "· be sii,:111:d into lav.· b< ·fore t111, effecti ve date 
t''ltil\·alcnt 'to 'the tax are to be c'1' posilf'd In of this p n>1·i""" · ' • • ·' • 
I he Si1pertund. . ' . Tj1e n.mo,uu oJ tax. Is cquo(\l tQ- 0.12 P('rc<'nt, 

The tax Is E'<1Ual lo 0.08 'prre,·nl of the . ($1~ . or tax 1,wr $10,000 11f AMTI> of the 
sales prir.e or. or itross lea.se pay m<'nl3 for, exc,~ er AMTI, wi t ho11l rrgard to ru-t oper-
tlte prol)t'rty (I .e., $8 or tax per $10.000 of attn~_ lo,;.~"~ Rllll the drduct ion fpr lhJs lnx, 
tax RUie am,ountl. Tax Is also lptpos,.d lat o• .. •• • $:.! 111llli1111. Thl' $2 milllo.n ;exemption Is 
the sa1ne 0.01:l -pr.rccnt rate> 911 h,•portc rs of.,. a~_gH•i;nted for taxp11 yers t.hnt are -comi,o­
tanglble personal properly bn..scd on thl' cus- . 111,ut mr.mb,· rs of a controllt'd Rroup of ror­
toms' value' plus · du lies lor. if no c11storµs.. pornt.iun.q: ta.\-dclhit'd. l n sec. 15fi31. The rni•t• 
value ts 'a(·ailable, the (air market \'alUel of ' ronme11tal tnx Is hupost'd whr thrr or not • 
the Imported property. _ the taxp11ycr Is ~ubjc!'t to the altemali\·e 

For purpost·s of the tax. •·manufacturing". min imum tax . ThP envirmtmental ta>t Is de: 
lnrlw.les mining, rnw malt>ri/1,I prN l nction, ductiblf' from ,Kruss lrn;ome. No credits are 
and the production of langiblc p.-rsonal allowa.blc n1:alnst tire rn\'lronmental tnx. In 
properly. ma.nulacturlng docs not lncl\Jde addition. thf' 'rul~ for ·esl.imnted tax, penal-
S<'rvices ineidc.r,it.al to stora~r or transpo!'ta-. lies. ahd refunds that apply to' l.he C'Orpdra(e 
lion o! pruperty; prrparalion of food In ,& - lll'·nme l-Rx also apply to the environmental 
restaurant or olher retail Pstablishmt'nt; or tax. . • 
incidental pr!'parallon of proprrty by -a . Tht': Pnviror111wnlal't.Rll I" PHl'rth'e ror tn'< -
wholt>saler m· retailer. " Tangible pnsonal able· years begin11it1~ l\ftrr 'Dt><'cml><'r 31, 
property" Include., natural ~n.., a.nd otht-r 1986. TJte envin111mt>11la.l tax· Is ·not Imposed 
gaseous producl3 and mat_Priali( . T~!tglblc tr any taxable y r nr bt·R)r.nlng d~_ring a cal-
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endar year in whil'h the petroleum and 
ctll'mical re,·dstocks taxes are not imposr,d, 
Thus, lhe em·ironmcnlal • ax Is nol Imposed 
in laxnblr rears b{>11:lnni11g aft.er December 
31 , 1991. and "J.ill be terminat!'d <or suspend­
ed> woncr If the pt'trolrum and cht'rpical 
ft:edstocks t.ax1•s arc l..rminatrd <or suspend­
t'd) bdure this date. Thi' errccli\'e date and 

TAXATION AND ACCOUNTING 

This pro\·lsion Is Pfrccliu• on January I. 
1987. It expires on De-rt>mbt'r 31 , 199l. If. 
prior to I.he dale, the net revenues from the 
laxes Impost' to fund the Leaking Under­
ground Storage Tank Trust Fund ex~('Cd 
$500 million, 1hilll lhose laxl's will expirl' on 
the last day of the monll\ in \l.'hi<'h that • 
occurs, 

termination provlsiun~ are dcshined to B. PoST-Ct.osuR£ LIABILITY TRUST FUND AN l.l 
Impose th<' enrironmcntal tax for lhe same TAX 

numbt•r or la~able years, rc11:ardtcss of when Prcsr>1t Lau, 
a corparation·s taxnhlt' rear begins. Rules 
for the Imposition or the environmental lax A scpa rntc trust fund . the Posi-Clo.~urr Li -
fur t.ax:tllie years uf ll'S8 than 12 months ability T1 ust Fund, Is to 11ssume co1nplcti:-ly i, 
shall ~ prCS<'ribed b}· the 'Sl'Ctelary. the tiabil)ty or owni:-rs aud opcrat.on or hllZ-
~. LEAKING UNllf:RCROUND STORAGE TANK TRUST ardous waste disposal (acllillea that haYe 

, ·'- bPen granted pr.mills and have bef'n propPr• 
FUNU AND TA1C l!. . , , , , ,. ly closed under Sublllle C or lit!! Resource • 
Pri!sent"Law ' Consen·alion and Recovery Art. <RCRA>:· 

Pelroh•um rcleasPs and releases oC n,.lur!I! Thi' Trtillt Fund' also msy be used to pay 
or ·sy11lhPt.ic gl\Ses arc ,119t covered by lite Cl'rtain monil•irinl? and mainll'nance t'o~ts, . 
Superfund. <Some pctr.olPum releases are R evenues from au excise tax on ha.7.ardous 
s1wciCically covered by, olher envlr.onmcnlal wnsle were depo,:i!<'d in the Trust Fund. 
laws.I • •- The tnx or $2.13 per dr)' weight ton expired 

Excise taxi's arr impos,-d on l(asollne ,and on September 30, 1985. •J , 

spt•rial motor furls <9 rr.nts per gallon>, • • '.: -House Bill •;,, • . , .r. · 
dies,•! ful'I < 15 Cl'llls 1wr gallon>, llvlalion 
gasoiinr ( 12 cents pn gallon>. n\·lallon Jet 'rh<' House bill r!'peals °J.l1c f'osl-Clos~1P 
ful'I <14 rl'nts 'pN gallon>. and ruel USt'd on Liability Trust Fund and t.ax. effectl\'e Oc-
inland \l.'alrrways I 10 r.l'nts per gallon). Rev- l.obcr I , 1983 <lhe orli:inal t'ffective date of 
cnues Crom th1•s,, fuel l,.XPS are dedicated to lhe ta-xi. To erri:-rl this r et roactive repeal, 
specific trust funds. · taxpayers who paid this tax niay file claims 

for refunds of lhe tax, phis Interest. ' • ff,ou~e Dill . ,, - ,.., , , 
Establi shment of trust fimd _ . , ., . , ·se11at,/ Ame11dn4e11i : .••• 

A separate I.Raking Underirround Storage The Senate amer. r',;:1cnt· rep~als the Posl 
Tirnk Tmr.l Fuud is ~l:tbli,;hed, to be llV&il• Closure Liability Trust Fund and tax .l!fff'('-
Rblc for rf,.nnup and related costs associated tl\'e October l , 1985, and transfers th!! unob-
wllh lcakiug 11tldcr11:round storage lMks· , ligated balance In this Trust Fund to the 
cout:tiuin~ IJ('troleum producL~. Supcrfund. Amounts In lhe Trust Fund are 

This Trust Pund 11cnl'rally ts Intended to to bf' rl'funded (proportiouatdy t.o taxes 
be 11.sf'd to pay cll'anup 1t11d rclealed costs in- P:lld, bul 11.ithout lnlrrest J ellcr.li\'<' Mnrch 
valving ta11ks v.hcre no solvent owner <"&n'be • l, 1989, unll'ss by that date thl' Con11:rf'!'S au-
found, or when the o\l.·nt•r or oprrator re- thoriws a lransrn or assun,ption o-r post-
fuses or Is unable to comply \l.:ilh- an urgent closurP l iabili t y in rrsponse lo a study. re- '· 
correcli v._. order. Th.ls Trust. Fund '&·ould QUift'd. to bl' madl' by EPA, •" 
also be tH·ailable to prO\'lde grants to States Confrren('e A<1recm,-,1t • ' ''· • 
rarrying oul these purposes. The C'onfl>rence·· agrceml-nt follov;,i the 1 

House bill. The statute of llrni littions Is ex- ! 
ll•nd,-tl so that laxpay!'rs who paid thls ' tax· 
may· file clRlrM for refunds. ' ' 

Finanrin g of triul fu11d 
The LPaking Und,•rground Storage Tan~ 

Trust Fund is lo be fundC'd by: • 
n, An addillonal 0.2-ccnl p{'r" 1.-111011 L,.x 

on gasoline. diest•I fud, and spc<·lal molnr ' 
fuels sold by · a producer· or in'lportrr: li<1uid 
lllf'ls <olllf'r .Lhn.n ira.sofh1PI used tn motor V(' - •: 

h klt•s, motor boats. and l1:tins; 1iquid &\·la- · , 
lion fuels: and fuels used In r ommerclal 
transportation on inland v.-alcrwa :,,s. Th.-sP 
addtlional taxes 11• ·ner11lly usr the tax ba.se 
and colle>('tion pr.oducers of the prc,senl law 
PXei'-e tax,·s on lhcsl' fuels <Code secs. 4041, 
4042. and 4~81). • 

<21 lnlt>rcsl on balancrs in this , Trust · 
f 'und. 

(3) R f'Cfl\'l' I i r.s from rcsponslblP part i<'S 
und1•r srrlion 90ll3d, l of t hi' fiolid Wa.:sl~ 
Disposal Act . 
1·cm1i11alion of ta.r 

The aclditiunal tax .. ,: expire' on Srpt1•mb1·r 
30, l!.190. llov.·l'n,r, no furlhrr .& axes are lo 
be hnpusc·d If. bi:-lnre St·ptember 30, 1990', 
cu1:n1l11 t h'P. rPvcnut'S from lht'sc taxes 
excef'd $850 million. 
Etrcctll1t dali! 

Thr.se provisions are efl,•cLJvc ,on NO\\,m-
ber l, 1985. • 

Srnat~ Ame111lme11l 
No prO\·lslon. 

Confrrr11cr Agrrrmcnt 
The conference agrecmrnt follows U1e 

House bi ll in r.slablishlng a Leaking Und1·1 . 
ground Slmag~ Tank Tru.sl Fund. The con­
frn•nrr av.n•1•mrnl R!s.o follows the H ouse 
bill L~ to the financing or the Trust Fund, 
ex rcpt that t.hP • :u Is imposC'd at the rntr or 
0 .1 cent pi,r gallon . This lax Is nol impos••d 
on liquilied petrolrum gas. A reductrd ratC' 
or 0.05 cenl per gallon is impos1•d on m etha­
nol. 

C. OrL s,11.L LIARII.ITY TRl l5T FtJND' AND TA~ 
l. OIL SPILL LtABJLITY TRUST P'UICD ...- .I • 

1 

Prrsb1t La tv. ~ : ., • ' ., 

Fi111cts r,•lrHlng .to oil spill d"m(lg<'S . !l,nd 
i:-l1•a1111ps have bci:-n • rrr~tcd under v riol!,s 
FC'deral slnlut1·s. including: ,. • • 

Cll ~cction 311<k> or ·t.hP Peder11.I Wat.cr 
Pollutil'n Control Act <Clt·an Walrr" .l\d i" 
t$35 million rf'\'olving • fund fol' oil spill 
i:-lr:uiups, supported by fines, pcnalt11:s: and 
gPueral n•vrnue npproprialionsl; . 

<2> lhP Tran~-Ala~ka PipC'Jine Au(hor!za -~, 
lion Act 'i°$100 millfnn fund, financed pri: ,. 
mnrily by a 5-ccnts-pn barrl'I fee on oil 

. pa.si;ing ttirouc:h th~ piJ)(·linel; , 
(3) the DeC(?WRIC'r Port Act .of \974 

C" f.>r!'pv.-111.rr ' Purl Llnhillty FunJ" I ' t! 'l00 . 
111iilin11 (u11d, li11a1wt'd b~ a 2-r<'nl.-i pcr­
barrel · Cl'e on oil loaded Ill a d1·!'pwatcr port}; 
and . . • . . • 

<4> t.t,,. Out.f'r f-'1ntincnlal ShC'lf ' Act 
Am.,ndttwnts or 1978 <- ·Orfshore Oil Pollu­
tion Compf'w:atfon Fund") !$200 niillion 
fund \l.·ith resprct to offshore oil spills. n '. : 
uancrd by a maximum 3-c,:nts-prr-barrd ,fce : 
on o·A·uers of of!shorP oil 1. • • • 

Tlwrc is no g('ncral oil s1,Jill liabllily anc! 
compensnlion lrltst land. 

, llou.se Bill• 
In ~M•·ol 

An Oil 8pill J.lnbilil)" Trust Fund Ir. est11b­
lishcd in t.he Treasury, to ·be rundt>ll In part 

• Similar prm·i,;lons nrf' inrludt•d In H n. 5300. the 
Omnlbu~ B11da:et Rt:<'ondliatlon Act of 19ts6, a.111 re­
portPd by thr Uouse Commltt~· on ·th" Budvct.. on 
July 31 , 1985 Ill. R1•p . 99- 727>, and u p~, f!d by lhr 
Howie on S.-plemb<r 24, 19M. 
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by a 1.3-rl'ntS·Pl'r-barrel exris<' tax uu do: 
m es I Ir. crude oil and Imported petwlcum 
produrts. • , . . 

Amounts in the Oil Spill Pu11d arf' ornfl -
8.bl._. for rcmoral costs. c,·rtain ctamag!'s sus- • 
laln!'d by U.S. clailnanls. &nd cert.a in related 
costs • a.~soriated 9.·ith oil spills. ClnlmanL~ 
gl'nernlly \l.·ould ha\'C thf' option or proceed- , 
'1111 against tht' responshite party pr reco\'!-lf· • 
,ng against the Fund, \l.'hlch could thi:-n pro­
Cf'ed a11alnsl lhe responsibll! party. The lr111-
isla1 ion would couslitutf' an exclusive· 
rrinf'dy for rlaims CO\'ered by the Fw1d . . 

Llability of responsible parties Is to ~ on 
a strlr( Joint. and several basis, will, llabil­
it}' 'Jlmits consisti;nt , with fnlcrnaliona.l 
agreements. • . 

Excess amounts remaining in thi:- fund 
created by section 31 H k > of lhe Fe.fl/!!" t 
Wat.er Pollution Control Act are lransff'.rrt·d 
to the 11eneral f~n9 of thr Treasurv., " ,. , . 
U&ts of fund • 

Amm111ts In the Oil Spill Fund arr avail­
able only for the follov.·ing purposes: -

<ll Payment of costs Incurred in;'clcaning ' 
up ,or preventing oil pollutk>n from vessl'ls 
or o!lshore facllltirs l"remo\·al cosLs"l, 
under lhe Federal Water Pollution Control 
Act, lhe Oer.pwatt>r Porl Act. and the Ihlei'­
vention on the High Seas Art . • • ' 1 

<2> Claims for injury lo, or dl'slruction of, 
rral or personal property. • 

! ·3> .Claims for loss of subs1stencr u~t> of 
nl\tural resources. 

14) Payment or otherwise uncompensated 
economic loss sustained by any U .S. Claim-·· 
ant .as a r rsult of oil spill s froi1n ~rs.~l'ls · or 
olC,;hore faeiiili<'s. Cornprrn;abll' damagr~ 
l!.'ould include lost rarnincs and 11r0Cit., if: 
(aJ lhe loss is '25 p,•rc,·nt or more or the 
r)ahnant ·s P~rnings; or (b l in t he C3SP0f.sr.a­
sonol aC'l.i vitiC's, 25 pnr.rnt of ~" a:mrfal earn­
ings arl' drrived from arr,~·lt>d act.i\·flir~. 

<5> Pnynwut or contribulions to lhe fnter ­
natio11al Fund for Compcw;atioi1 Cor Oil 
Pollution Damage, ff tltc :conv!'ntion;; eslab· 
lishlng this fund comp 11'1.o force v;flh r~­
spl -ct to lhe UHit.cd St,.t ,·:·,: Undrr rc111\Jla; · 
Lions', contributions to Lhe International 
Pund· would be allo11;ed 'only In~ propor\io.n 
to"the portloh' of ,such Pnnd used rg~_ pur­
poses M1al' ·11rc ro11.~iswnt 11;ilh the Usl'S or 
the dom cst Ir Oil Rpill Fund. 

<.1J Aclminl::lrat h·e rosts. but, only to the 
C'Xtent. n t-r('s.snry ror 1<n lncldcnlal Lo the im­
ph'nit•ntatlon or llw Co111pr.l'hcnsi\'e Oil Pol­
lut l_op Liabi lity a.nd Compensali<m Ar.t . . · . 

rayme11ts lo an y; gO\·rrnm,·ntal wilt, 
under an)· Item above. are permitted QnO' 
for remo\·al ' costs and a.dminist.rn t.i ve ex-
pense rclalcll to n •mo\·al costs. ' 

l'he liability of tl1f' Oil Spill Fund tould 
not cxcPt'<I $~00 million for auy single lni;l ­
dl'nt. AddiUonally, no paymf'nt could be 
inn.de j ((')l('t'Pl for rl'lllOl'lll r.osils) to lhe 
t•xtRnt I h:iL u, .. pa;-111,.nt \l.'011:d n•cluce the 
f'und balance ·be1011o• $30 rilillion. 

Clalms 1111:aini;t the Fund could bC' paid out 
of the Oil Spill Fund only. tr the Pund Is h;i: . 
sulflcienl to pa y all claim~. claims are· to tie 
paid In full in lhP order in wnif'h finally de>' . 
Lt>tt11in~d. • • 

R,•t·r.11 ue source& 
Undr.r =the House bill, l11t> follo~·lng 

1u1•ounts are to be dcpositrd in the Oil Spill 
Fund: , 

<lJ Amounts c<111ivaknt to a 1.3-cent-per­
barrcl l'Xrise lax on douwslic crude oil and· 
Imported P•!l rul ciun pro,lucts, using the tax 
ba~ for the Superlund petroleum tax (Sl'e 
C.2 .. abm·<'l. 

<2J Amounts · rt'<:o,·cred, coll!'ct,:,d, or re­
cri,·ed from r esponsible parties undrr I hi! 
Comprehrnsiv,e Pil Poiluli"o Liability and 
C:ompensalion Act. <Pe11allies with resl)ect 
to i•a)'mrnt or laxes \\'ould not be df'posited . 
In lht• Oil Rpill Fund.I • 

(3) Amounts r r rnainln1: in the D rrr,w,.tcr 
Port Linhill~F'1md anrt the orr~horP Oil 
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Pul ;ution Comp1•nsntion f '1Jnd. as or the 
da~ ~ of enartm ent. 

(4 J lnt~ rcst earned on Oil Spi!I Fund ln­
vrstmrnts. 

<5J The proc1•c-tls or authorizrd borrowing 
b y I.he Oil Spill F'und. not to cxcrr.d $300 
mil lion In outstanding lndt'l>l<·dn ess at any 
lime. 

<6l Pr11nlt ir.s nnd reco•.•rrll's under the 
f \ ·dcr 'll Water Pulhrt.ion Control Ac~. 
Administru.ti " e prot>fsions 

The 011 Spill Liability Trust. Fun:1 Is es­
tabllsht>d ns :t. tru~t fund In the Internal 
Rrvenue Code. 

The Trust Fund 18 authorized to borrow, 
as rrpayal>le advanres. up to $300 mllllun at 
any ont- time to c11.rry ·out l he PUl'PO!<l'S or 
the Fund. 
E.fft•ctive date 

The Oil Spill Fund trust f und provisions 
are !'ffeclive on J,muary 1, 11186. 

s,·nat_e Amendment 
No provision. 

Co11frrcnce Agrermrnt 
ThP. ronfnrn,·e 11.gr1·1•1111•nt does not In­

clude lit!' provision or lfie !louse bill. 
t . Oil. SPILL TAX 

P ri·:-rn t La w 
No pro,·lsion . <A lax on pclrolc-um was lm­

pos,•d for deposit In thr. St11>t!rl11nd; see A.2., 
above.I 

/{ () UU Bill. 

/111J)osi tio>1 of tu r 

An• excise I.ax c f 1.3 <••n! s per barrt ·I Is 
iJnpost·d on dom('stir crud" 1 .1i 1 and imi .. :.,rtrd 
p,•troleum p rodu,·ts. in adJit iu11 lo lh!' 11.9-
cents-p,•r b11.rrel t ax lrapu,;t'd 011 t !tis ha.,;e 
for tll~ Supnf1111d cs,·e A .2 .. nbo,·f't. This tax 
uses the s:11u f' tax hn.sc. 11.11d i$ s11l>j 1·c l lo I.he 
same aJm ini~t rat.i,·f' provisions. as the flu• 
per fuud petroleum tax. 

A non-lr:1.11sf1•rnble credi t ntn i11.,t the oil 
spill ta x is allou.ed no the extent of prior 
ron l.ribl!lions> fur pprso1111 who contribulrd 
to lhP [>Prpwat,•r Port l ,i al>Dit~ Fund or the 
Offes hore Oil f'ol1 1Jlion Comp .. ,i,~1: ion F'und. 
CTI !•~ bal :-utr.e In th ,-.•;c• fur 1d~ Is to be trans­
ferrt•d t o tl!c O i l Spill Fund.> 
Tumi11uli " n of ta.r 

This tax terminates after S,•pl cmt.cr 30, 
19!10. 

Effrrti1,e dale 

The tax Is eff Prtlve after Occt'mber 31, 
1985. 

Srnale Amrnd•nl'nt 

No pro1·t:;ion. <The SPURte &m£'11dnwnt 
cor,t inues the pri01 -lav; SupC'rlund 1-wt role­
urn tax.) 

Co11J1·r-cuce ,1gn·,·mcnt 
The conft>rence Rgrcenwnt 1111,•s not In­

clude l he provision o( the II oust' bi!l. 
0 . TAX -EXEMPT BONDS FOR H .\Z,\l!DOt•S 

WASTl!: T Rt;ATMENT FACILfTIF.S 

Pmse.nt Lau, 
Tax-exempt Industrial dC\' (' lopnll'11t bonds 

<" lDBs··1 rno.y be lssuP.d to finanre solid 
waste di~posal lacllilie,; <sec. l0~' h H1 J•.F.Jl . 
Padlilics for the di,;pos:i.l of liquid or gase­
ous 11:aste (ind11dl11g liquid 11.nd g&.s t>OIIS hoz.. 
ardous u.asl<'sl do not qualify for this fi­
nanci ng. 

UndPr the ronfen•nce at:t rrr·rnrnt O'l I.he 
Tax Rl!form A ,· L of 1986 <11.R. 38311>.' • as 
p:i..s.s,·d hy the llouse on St: pl,•mbrr 25, l 98U, 
and thP Ser!atc on Scpl(•mbcr 27, 1986, l"-X· 
<'Xrmpt private ar t h·lty boncls may be i.s;;ued 

• Similar pro\l lslot L<:: ~ tnr ludrd in H .R . !>300. the 
Onmi l>us B udw:t'l R r,·ond liaLion Ad or 1986. as re• 
port rd b)' Utt Huu~ Commlll r e on th'! BudKel. 
July 31 . I 986. and as pas.sod by the llous-, on S•~ 
l.t:mbcr 24. I 9Rff . 

•• &t H. R t•p . 99 841. St•ptrin b<'t 18. 1986. 

TAXATION AND ACCOUNTING 

to fh'lRnce qualified ha,:ardous v.n;;te faclll­
ties. The/IC lnrlude racillties ror the land tn­
cirwrat.ion or ltlf' permanent enlornbme11t of 
hn1.ardous was!P., which raclllt ies are subJf'Ct 
to final 1.1ern1it requirrmentB undc-r subtitle 
C of T ii le II of the Solid Waste Disposal 
Art. as in eff~ct on the date or enactment or 
the conference agre<>rncnt.. Tax-exempt fl. 
nancing· Is &vailable under this pro\·l~ion 
only !or farllltles <or lhe portion of a facili ­
t y> lo be. used by the gen eral public. and la 
suhjcrt to Cl'rtain limitations, lnclud'r,g U1e 
volume and other limilatio11s applicable to 
private"'arlivlly bonds e<'nerally. . 

~ r HotUe Bill 

,, No"'ll.f~iisJon. . 
• S!'nate Amr.ndmeltt -

The &!~ale ampndmco~ allows tax­
exempt IDBs to be Issued to linance ladll­
ties for l he trenlnH'Pt of hazardous \i.asl e. 
as thesl' terms are d(•f ined u'ndef sec. !(,04 or • 
thP Solid Wast!' Disposal Act (i.e., ·RCRAl. 
This e)lf mptlou Is limited to fachilit>s which ' 
&re s1il>ji•~t to final l)t'rnitt· requ irements 
under RCRA: Bonds Issued under this provi­
sion would b.e subject to the volume and 
ot ht>r r l'strlcllons 11pplicable to solid waste 
IDlls und,•r pn,st'nl law. 

This pro~lslon u; errrctlve for bonds Issued 
after the date of erl'aci.it\rnt. 

Conference Agrccme11t 
Th~ confei-ence ~ agr~crhenl. .doc•~ not in• 

rlude the provision of the Senat e amend­
ment. 
E. H .,ZARDO\1S WASTE REMOVAL COSTS TREAT· 

ED AS QUALIFYING DISTRIBUTIONS BY PR!• 
VATE FOUNDATIONS 

Present Law 
To a,·old penally exclst> tax<'s, a prlrnte 

foundation must annually make ex1,endl­
lures or erants for charitable purposes in an 
amounl <the "du.t.rlbulo.ble amount"> pqual 
to 5 percent of the fair m:i.rkct value of IL~ 
lm·estmenls <Code sec. 4!1421. 

llousr. Bill 
No provision. 

Sen11te A111,-11rlmc11t 
Suhjttt to cPrlain llmllal.tons, lht• distrib­

utab le amount of a prirnte foundation 
<und.-r St'i:. 4942> Is to be rcd1wed b)' 
amounts paid or lnrurred or srt a.side by the 
foundation for r emo,·al or remr.din l action 
with respect to a hazardous substanre re­
lease Rl a facility that was owned or operat­
ed by the found11.tlon. 

This pro1•islon ls f'fl cctlve for taxable 
years beginning after OPcrmber 31 , 19K2. 

Conference Agrrrment 
The conference agr('cmP.nt does not In­

clude the provision of the Senate amend­
ment. 

F . STUDIES 

t . ALTSRNATIVE FINANCING MECHANISMS 

Present Law 
Pursuant to the Comprehensi\·e Em·iron­

mcntal Respo~. Comp~nsation. 11.nd Liabil­
ity Art of 1960 < .. C~RCLA"l. EPA prf>parPd 
the !ollowhrg study: .. The Feaslbillly II.ltd 
Desir11.billty of Alternative Tax Systems for 
Superrund: Cl!:RCLA sect.ion 30lla>< 1 HG> 
Study," United Stall's Environmental Pro• 
t.N:tlon Aaency <December 1984!. 

JlouseBiU 
No provision. . 

Senate Amc11 d111r11l 
The Q,-neral Arr.ounting Office <GAOi Is 

dire<:l ced to report by January 1, 1988. Its 
·r indings on vuious m echanisms for finanr ­
itig the Sup!'rfund. lnrluding a study on the 
effrct of & tax on hazardous waste on the 
g,meration and dispos:.J of such waste. 

Co,ift!rence Agreement 
The co11frrt•:1·.:e agrcem<'nt dor·s not In­

clude the provision In the House bill. 
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I . F.Frl:CT OF WASTE MANAGEMr.NT TAX 

Preunl Law 
No provision. 

/101,se Bill 
The Secretary of the TrP:tsury is direct,•d 

to study the effects o( the wa.ste manage­
ment tax ~n the ablllly of d•Hn('stir mRnu­
farturers to compete In intern11.lional trade, 
and to report to CongrP.s.s by July I, 1986. 

Senate Bill 
No provision. 

Co1vcrence Agrrrmr 11t 
The conference agreement d0('S not In­

clude the pro\·i&lon In the House bill 
3 . STUDY or IZAD POISONING 

Preunt Law 
,N.o provision. 

HOU&P Bill 
The House bllJ directs the Administrator 

or t)le_Agency for Toxic Substances and Dis­
ease Registry to study the uature and 
extent of lead polsonlne In childrr.n from 
en\'lro11menlal soun;es. and to report to 
Congress b)' Mar('h 1, 1960. The cost of this 
study ls a.uthorlred to be paid out of the Su• 
pcrfund. 

s,·natc Amendment 

No pro\'ision. 

Co 11J,-rr11cr Agrrrment 

The C'Onfcrence agrl'<'mrnt does not In­
clude the provision in the House bill. 
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APPENDIX B: INITIAL LIST or TAXABI.E SUB­
STANCES FOR. .PURPOSF-q or {If PORTF.D DE· 
I\IV/\TIVES TAX UND~R IIOUSE BILL 

[STIMAllO R[V[HU[ Hff.ClS Of H.R. 2005. AS APPROV[O 
BY TH[ COHr[R£NC{ roMMllll[, rlSCAL VlARS 1987-92 

Cuml'n!': Slyre11e.; Arnmonlurn fllltate: 
NlckP. I oxide; l!Jopropyl alcoholi Et.hylrne 
glycol; Vinyl chlori<k; Polyeth)•lene res lus, 
t.otal: Polybutadlene: Styrene-butadlene, 
latex: Styrcn<'-buta~kne. snpr: Synthetic 
rubbN. not containing fillers: Urea: Ferron­
lckel ; Fer rochron1 iurn 0011 3 pct: rFerro-· 
chromr ov 3 pct carbon; Unwrougftt nickel: 
and Nickf'l was te and scrap. • 

Wrought nickel rods and ~1re: Nlckdpo,11-
ders: Phenolic resins: Poty,:ihylchlor'tde 
resins; Poh·styrt-t1e resins and copolym<'rs: • 

' Ethlll Alcohol for -oontievcragP. use: M••thyf. • ,.. . • 
ene ct1lq~idc: Polypropylene; Propylene 
glycol: Fom1aidl'hyde; Acetone; Propylene .... 
oxide: Poln,ropylene resins: Ethylene oxide; 
Elh>·lene dkl ilorttll'; Cyclohexarie:" ISO· 
phthallc acid; and Mnh>lc anhictr tde. : J • •••• -✓ , 

Ph lhallc anhydrld~; Elh,i, i 1riei.hyl ,lu1i.or;i~: .. 
Chloroform: Cnrbon telrachlorlde: Chromic . 
acid; Hydrogen ·pcmxidt,; P.olyslyrene ·homo, 
polymer resins: • Ml'lnmlne; Acrylic. and 
melhac, ylc . acid t f'sins: Vinyl resins: .. a"d. .. 
Vinyl resins, NSPF. • • 

--E·nd of Text--: 
· · •; . 

End ~f Section J 
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The authors are members of the Tax Economics 
Department of the Office of Government Services 
in the Washington, D.C. office of Price Waterhouse. 
Th is article is a substantial extension and expansion 
of work performed for clients of Price Waterhouse. 
The views expressed are those of the authors alone, 
however. 

In this article, the authors chronicle the results of 
a simulation of the depreciation preference in the 
Senate alternative minimum tax ( AMT) on five stan­
dard companies with several variations on each to 
account for debt financing, growth, profitability, ma­
turity, and the business cycle. They conclude that 
the AMT will have the greatest impact on young, 
growing, capital intensive companies. They also 
find that it likely will have a pro-cyclical impact, 
increasing as the economy worsens and decreasing 
as the economy improves. Although many firms will 
pay some alternative minimum tax, most of them 
will soon cease to be AMT payers. Furthermore, the 
AMT credit against the regular income tax will 
result in a refund of most of the AMT that arises 
from the depreciation preference. The authors con­
clude that the net gain to the government (and the 
net cost to corporate taxpayers) of the AMT on the 
depreciation preference is the interest value of the 
AMT from time of payment to time of credit against 
the regular tax. 

Table of Contents 

-

I. Summary of the Results .... .. .. .. . .. . . . ... . ... 681 

II. How Does the Senate AMT Work? ............. 682 

Ill. An Analytic Approach to the Senate AMT . . ..... 683 
A. Five Kinds of Companies .. .. . ........ .. ... . 683 

1. A Standard Company ........... . ........ 684 
2. A Retail Trade Company ... . ... . .... . . . .. 684 
3. A Durable Goods Manufacturer ... . ... . . . 684 
4. A Nondurable Goods Manufacturer .. . . . . . 684 
5. An Airline . ..... . .. . . . . ... . ... . . ......... 684 

B. Variations on the Five Companies ........... 684 
1. A High-Debt Company ..... . . .. .. . . . .. . . 684 
2. High and Low Profitability Companies . .. . 684 
3. Cycl ical Companies .... . .. .. ........ .... 684 
4. High and Low Growth Companies . . ..... . 684 
5. New and Mature Companies ............ . 685 

C. Details of the Analysis ........ . ........ . ... 685 

TAX NOTES, August 18, 1986 

... 

THE SENATE ALTERNATIVE 
MINIMUM TAX: DOES IT SNARE 

ONLY THE TAX 'ABUSER'? 

by Robert B. Lucke, 
Mark R. Elsenach, 

and Larry L. Dildine 

IV. Detailed Results ..................... ...... ... 686 
A. The Five Companies ..... ..... . . .. .. . .. .... 686 
B. Variations . . ..... . ......... . .. ... . . .... .... 687 

1. High-Debt Companies ..... ....... . . ... .. 687 
2. High and Low Profitability 

Companies .. .. . . . . .. . . . .. . . . ...... .. .. . 687 
3. Cyclical Companies .... .. . ... . . . ... . .. .. 688 
4. Growing and Declining Companies . ... ... 688 
5. New and Mature Companies . ... . . ....... 689 
6. Policy Option .. .... .. . ...... . .. . . .. ... .. 689 

V. Conclusions ... .. ... . . . . . .......... .. ... ... . .. 690 

The alternative minimum tax (AMT) system included in 
the tax reform bill (as passed by the Senate on June 24, 
19136) has many consequences for the taxation of cor­
porations that are not readily apparent. Proposed out of 
the perception that a number of U.S. corporations do not 
pay their "fair share" of taxes, the system devised is one 
that will have an impact on a large number of corporations 
not usually considered to be tax "abusers." Two provi­
sions greatly increase the size of the net: the preference 
for accelerated depreciation and the preference for book 
income. 

The purpose of this paper is to examine the AMT for 
corporations by modeling several prototype manufactur­
ing and service companies, using varying assumptions as 
to their profitability, asset composition, age, and growth 
patterns. We look at the size and tim ing of minimum tax 
payments, if any, as well as the long-run implications of 
the AMT for these companies. We also examine the 
impact of the AMT if certain proposed changes in the 
calculation of the book income and depreciation prefer­
ence items are adopted. 

I. Summary of the Results 

In general , we find that a much wider net is cast by the 
Senate AMT than may have been intended by its creators. 
Whereas the corporate AMT is a creature that was de­
manded largely because of perceived low taxes paid by 
oil and gas cotppanies, financial institutions, or defense 
contractors, among others, it is apparent that the AMT is 
likely to affect many other sectors as well. Our analysis 
applies to companies whose only preference is acceler­
ated depreciation (incl uding the depreciation component 
of the book income preference) . 
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Several conclusions can be drawn about the character­
istics of the companies that will be subject to the AMT. 

• Those companies that invest heavily in machinery 
and equipment, such as manufacturers and transpor­
tation companies, are likely targets for the AMT. Our 
sample nondurable goods manufacturer and airline 
are two cases where the AMT applies under many 
different variations of firm characteristics. This result 
arises because depreciable property that comprises 
a large share of the balance sheet for these com­
panies has a short life for the regular tax and a long 
life for the AMT, generating large preferences under 
the AMT. 

• Firms that are growing are likely to have an AMT 
liability because they will have relatively large 
amounts of accelerated depreciation preferences. 
With a modest real growth rate of five percent, four 
out of the five companies examined were subject to 
the AMT for periods ranging from two to 16 years. 
Converseiy, declining companies, even if profitable, 
are less likely to be subject to the extra tax. 

• Also, companies that have been founded in recent 
years are more likely to be on the AMT than com­
panies founded long ago. Our sample companies 
that are founded today would be subject to the AMT 
for periods ranging from eight to 21 years. 

• The AMT hits firms that have low rates of return 
harder than highly profitable companies. Moreover, 
the AMT will have a much larger impact on a firm 
when it has a slowdown in earnings. In effect, the 
AMT works to raise the tax rate when earnings 
decline. 

In addition, the analysis produces some results that 
have important implications for the amount of federal 
revenue that is generated by the depreciation preference. 

• The AMT raises most of its depreciation-generated 
revenue during the transition period to the new 
system. Because of the bunching of the depreciation 
preference in the early years, companies may be 
subject to the AMT solely because of the transition 
rules. 

The federal revenue effect of the depreciation 
preferences w/11 be minimal over a period longer 
than . .. five year[s]. 

• There will be few, if any, companies permanently on 
the AMT solely because of the depreciation prefer­
ence. Every one of our sample companies is even­
tually off of the AMT, although the time frame can be 
as long as 47 years. 

• Since a minimum tax credit for timing preferences is 
used to offset the regular tax in future years, the 
federal revenue effect of the depreciation preferences 
will be minimal over a period longer than the five­
year horizon used tor revenue estimating purposes. 
The longer-run revenue gain from the AMT may be 
much smaller than indicated by simple reference to 
five-year revenue estimates. 
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II. How Does the Senate AMT Work? 

The Senate AMT starts with regular taxable income 
and adds certain tax preference items to arrive at alterna­
tive minimum taxable income (AMTI), which is multiplied 
by a tax rate of 20 percent to get the alternative minimum 
tax. Historically, these preference items have been de­
fined so as to apply to companies in a narrow range of 
industries, such as oil and gas producers or real estate 
operators. However, the newly defined preferences for 
accelerated depreciation on personal property and for 
"untaxed reported book profits" (referred to as the "book 
income" preference) could apply to virtually any com­
pany. Also, the AMT structure is combined with a fairly 
narrow. spread between the "regular" tax rate and the 
AMT rate (33 percent as compared to 20 percent) . These 
features of the Senate AMT cast a wide net, with the 
result that very many companies may be affected by the 
AMT. 

A much wider net Is cast by the Senate AMT 
than may have been Intended by Its creators. 

In general, the depreciation preference is computed as 
the difference between accelerated depreciation (allowed 
under the regular tax system), and straight-line deprecia­
tion computed over longer tax lives, which are generally 
the ADR midpoint tax lives. 

Table 1 shows how the depreciation preference calcu­
lation changes over the transition period. In the years up 
to 1981, depreciation for the regular tax is the same as 
book depreciation because the company is assumed to 
be in steady state. After the change to ACRS in 1981, 
regular tax depreciation allowances are accelerated while 
book depreciation remains the same. In 1987, deprecia­
tion calculations are made under the new Senate depre­
ciation system. While book depreciation remains level, 
regular tax depreciation remains accelerated tor tour 
years. AMT depreciation allowances are less than regular 
tax depreciation for eight years until they become equal 
in 1995 and years thereafter. Thus, the depreciation 
preference will be positive in each of the years up to 1995 
in this example, at which point the preference will be 
zero. 

Since nearly all companies undertake some form of 
investment in depreciable property, most are likely to 
generate a depreciation tax preference. For any given 
asset, straight-line depreciation allowances will eventually 
exceed accelerated allowances (often called the "turn­
around"), and a company will have a "negative" prefer­
ence for the AMT for that particular asset, but not 
necessarily tor all assets. In the early years of the new tax 
system, before depreciation has "turned around" for any 
asset, depreciation preferences will be much larger than 
after the system has settled down. Thus, as shown in the 
table, the large timing differential associated with acceler­
ated depreciation is found in the first few years but 
disappears, in this case by 1995. The depreciation differ­
ential will disappear for firms in steady state; firms with 
nominal growth will continue to have a positive differ­
ential. 
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Table 1 

Comparison of Tax, Minimum Tax, and Book Depreciation 

Gross Depreciation Net Income 

Year Income Book Regular AMT Book Regular AMT 

1976 1,325 625 625 n/a 700 700 n/a 
1977 1,325 625 625 n/a 700 700 n/a 
1978 1,325 625 625 n/a 700 700 n/a 
1979 1,325 625 625 n/a 700 700 n/a 
1980 1,325 625 625 n/a 700 700 n/a 

1981 1,325 625 641 n/a 700 684 n/a 
1982 1,325 625 641 n/a 700 684 n/a 
1983 1,325 625 665 n/a 700 660 n/a 
1984 1,325 625 713 n/a 700 612 n/a 
1985 1,325 625 780 n/a 700 545 n/a 

1986 1,325 625 724 n/a 700 601 n/a 
1987 1,325 625 704 618 700 621 707 
1988 1,325 625 724 516 700 601 809 
1989 1,325 625 694 445 700 631 880 
1990 1,325 625 642 298 700 683 927 

1991 1,325 625 589 352 700 736 973 
1992 1,325 625 625 430 700 700 895 
1993 1,325 625 625 508 700 700 817 
1994 1,325 625 625 586 700 700 739 
1995 1,325 625 625 625 700 700 700 

NO TE: The firm has 40 percent of its assets in property with an eig ht-year ADR midpoint. The other 60 percent of its assets are considered inventories 
and land. The capital stock is $10,000, the before-tax real return is seven percent, and the economic depreciation rate is 15.63 percent. 

The Senate AMT also includes a preference for book 
income as reported by firms on their financial statements. 
The preference is defined as one-half of the excess of 
book income over AMT income (computed after all other 
preferences have been included except the book income 
item). In the example shown in Table 1, there is no book 
income preference due to depreciation in any year, as 
book income is always less than or equal to AMT income. 
Unlike the preference for accelerated depreciation, the 
book preference is not measured symmetrically; that is, 
the excess of book income is counted in the AMT base 
only when the excess is positive. 

For the steady-state firm shown in Table 1, book 
depreciation equals $625 per year. As expected, tax 
depreciation , because it is accelerated, exceeds book 
depreciation, and the difference between the two repre­
sents the benefit of accelerated depreciation . For many 
assets, AMT depreciation will be less than book deprecia­
tion in the initial years of the tax system. As a result , the 
tax base for the AMT will exceed book income-probably 
an unfntended consequence. For example, in 1989, book 
income is $700, taxable income is $631, and AMTI is 
$880; minimum taxable income exceeds book income by 
about 25 percent. 

One possible option for reducing the bunching of AMT 
income in the early years is to recalculate the AMT 
depreciation for assets placed in service prior to 1987. 
The result would be a stream of depreciation allowances 
that is more level over time and does not drop significantly 
in the first few years of the new tax system. 

The amount of minimum tax paid is measured as the 
excess of the AMT over the regular tax. This amount can 
be carried over to future years as an "alternative minimum 
tax credit" to be used against the regular tax . The 
minimum tax credit can only arise from those preferences 
that are caused by timing differences, such as those from 
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accelerated depreciation deductions or completed con­
tract accounting . Permanent differences such as those 
created by percentage depletion cannot generate a mini­
mum tax credit. As a result, over the long term the 
amount of minimum tax paid will be zero for those 
taxpayers that are eventually on the regular tax and that 
incur a minimum tax only because of timing differences. 
This resu lt implies that most federal revenues that are 
raised because of accelerated deprec iation in the AMT 
will eventually be repaid through the minimum tax credit. 

Ill. An Analytic Approach to the Senate AMT 

In order to examine the impact of the Senate AMT on 
corporations, we developed a model that simulates the 
income stream for several different types of companies 
and applies the relevant tax laws over a long period . For 
analytic purposes, we created sample companies that 
earn a normal rate of return and varied the parameters 
that describe those sample companies so as to show the 
sensitivity of the AMT to different situations. 

A. Five Kinds of Companies 
Since the AMT will not affect all types of firms equally, 

it is useful to model several "companies" in different 
industries to understand what attributes of a company 
will drive it toward the minimum tax. We start with a 
company that is a "standard" firm that is barely on the 
minimum tax. This company is founded in 1940 so that it 
has reached maturity (steady state) by the trme tax law is 
changed in 1987. The level of taxes paid in each year is 
determined under the appropriate tax law for that year, 
and the level of minimum taxes under new law is calcu­
lated for the period 1987 to 2030. 

We simulate companies in four industries: retail trade, 
durable goods manufacturing, nondurable goods manu­
facturing, and air transportation. The key differences be-
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tween these fi rms will be the composition of their balance 
sheets; some will have more depreciable assets than 
others, and each has different types of depreciable assets. 

The base case for each of the companies in the simula­
tion earns the same before-tax rate of return on assets 
(seven percent real , 11 percent nominal with a four 
percent inflation rate) . By fixing the income stream to 
arrive at the same rate of return for each firm, it is 
possible to compare the relative effect of the AMT on 
different types of companies. This base case will be 
compared to several variants that are derived by modify­
ing the parameters that define the base case, as discussed 
below. 

1. A Standard Company. The balance sheet composi­
tion for the "standard" company is chosen so that this 
company is just barely subject to the AMT in one year. By 
defin ing the standard company in this way it is possible 
to see the effect of varying the asset composition to those 
found in the other companies. The standard company is 
by no means unusual. It has 18 percent land and inven­
tories (last-in f irst-out (LIFO) accounting is used so that 
only the rea l hold ing gain is taxed ; i.e., the gain due to 
inflation goes untaxed) , 25 percent real property (35-year 
ADR midpoint) , 15 percent light trucks (4-year ADR 
midpoint), 20 percent short-lived equ ipment (6-year ADR 
midpoint) , and 22 percent long-l ived equipment (16-year 
ADR midpoint). Th is company is financed with 30 percent 
debt, with an assumed nominal interest rate on debt of 
nine percent (five percent real interest rate plus four 
percent inflat ion) . Initially, we assume that the company 
has no real growth . 

2. A Retail Trade Company. The base case for this and 
the other companies is similar to that for the standard 
company except for the composition of the assets. A 
reta il trade company wi ll have more of its assets in 
inventories than the other companies. As a result , it will 
have a smaller preference item for the AMT. This company 
will have 40 percent land and inventories, 35 percent real 
property (35-year ADR midpoint) , 10 percent light trucks 
( 4-year ADR midpoint) , f ive percent furniture (10-year 
ADR midpoint) , and 10 percent equipment (9-year ADR 
midpoint) . The retail trade company is least likely to be 
subject to the AMT because it has a high proportion of its 
assets in real property and nondepreciable assets. 

3. A Durable Goods Manufacturer. The durable goods 
manufacturer has more real property and nondepreciable 
assets than the standard company. This company has 20 
percent of its assets in inventories and land, 40 percent in 
real property (35-year ADR midpoint) , 15 percent in 
special tools (3-year ADR midpoint) , 15 percent in 15-
year machinery, and 10 percent in 12-year machinery. 
The total of 25 percent of assets in long-lived equipment 
makes this manufacturer somewhat likely to be on the 
AMT. 

4. A Nondurable Goods Manufacturer. The nondurable 
goods manufacturer has more long-lived equipment. It 
has 20 percent of its assets in inventories and land , 30 
percent in real property (35-year ADR midpoint), f ive 
percent in special tools (4-year ADR midpoint) , 20 percent 
in 10-year machinery, and 25 percent in 12-year ma­
chinery. With 45 percent of its property in long-lived 
machinery, this manufacturer is second to the airline in 
terms of the likelihood of being on the minimum tax. 

5. An Airline. The airl ine has the highest concentration 
of depreciable assets of all of our sample companies. 
Th is firm has 15 percent of its property in inventories and 
land, 10 percent in real property (35-year ADR midpoint). 
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65 percent in aircraft (12-year ADR midpoint) , and 10 
percent in computer equipment (6-year ADR midpoint) . 
Because of its high percentage of depreciable equipment, 
the airline is the most likely of the examples to be on the 
AMT. 

B. Variations on the Five Companies 
We look at several variations that can affect the likeli­

hood of a company being a minimum taxpayer. These 
include differences in rates of return , effects of business 
cycles, and variations in net debt rat io, growth , and age 
of company. In addition, we examine the impact of using 
an alternative method for depreciating personal property 
under the minimum tax. 

1. High-Debt Companies. The net debt ratio is defined 
as the excess of debt over financ ial assets divided by fotal 
assets. Since debt and financial assets are treated sym­
metrically by the tax code for corporations, it is possible 
to use a single debt ratio that takes into account both 
debt and financial assets . We beg in the simulations with a 
net debt ratio of 30 percent in the base case. This ratio is 
changed to 40 and 60 percent to see how leverage affects 
the l ikelihood of a company becoming a minimum tax­
payer. Companies that are more highly leveraged are 
more likely to be minimum taxpayers than those that are 
not. 

Younger firms are much more likely to be 
subject to the AMT. 

2. High and Low Profitability Companies. The base 
case for each company will be one that earns a seven 
percent before-tax real rate of return . With an assumed 
inflation rate of four percent, the nominal before-tax rate 
of return will be 11 percent. We run simulations after 
altering this parameter (1) by lowering the bef-6re-tax 
nominal rate of return to nine percent, and (2) by raising 
the nominal rate of return to 13 percent. In general, we 
find that less profitable companies are more likely to be 
subject to the minimum tax. 

3. Cyclical Companies. Inducing a business cycle is 
another way of analyzing how the likelihood of a company 
being on the AMT is closely related to its profitability. For 
this analysis, we create a business cycle that varies the 
before-tax nominal rate of return from 11 percent in 1987 
to eight percent- in 1988, four percent in 1989, eight 
percent in 1990, and back to 11 percent for the years 1991 
and beyond . in this case we find that in less profitable 
years the companies will be more likely to be subject to 
the minimum tax because the preference items will com­
prise a relat ively large proportion of taxab le income. 

4. High and Low Growth Companies. One issue that 
has not yet been studied carefully is how rap idly growing 
companies might be affected by the alternative minimum 
tax. Since the amount of depreciation preference is 
entirely a question of the timing of deductions, companies 
that are growing or declining will be affected differently 
from companies that experience no growth. Our base 
case represents a company that has no growth. Two 
variants on the base case are (1 ) five percent growth over 
the period 1980 to 1990, and (2) three percent decline 
over the same period . We find that growing compan ies 
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are more likely to be subject to the AMT because of the 
large depreciation preference generated by these firms. 

5. New and Mature Companies. Closely related to the 
growth of a firm is a company's age. Our base case 
company is assumed to have been founded in 1940. By 
selecting a date so distant, the entire first generation of 
property placed in service has been fully depreciated for 
tax purposes by the time there is a change to a new tax 
system. Two variants on the base case involve changing 
the date of the company's founding to (1) 1976, and (2) 
1986. Younger firms are much more likely to be subject to 
the AMT because they have a relatively high proportion 
of tax depreciation to taxable income. 

C. Details of the Analysis 
The income statement for the standard company over 

the period 1981 to 1995 is shown in Table 2. This 
company is assumed to have started operations in 1940 
with an investment of $10 million and has maintained the 
size of the investment in real terms over the period. By 
selecting a startrng date in 1940, the firm is in "steady 
state" before any changes are made to tax law. 

This firm's balance sheet began in 1940 with the follow­
ing items: $1 .8 million in land and inventories, $2.5 
million in real property, $1 .5 million in light trucks, $2.0 
million in short-lived property, and $2.2 million in long­
lived property. The firm has a net debt ratio of 30 percent. 

Income and tax calculations are shown in the two 
sections of Table 2. First, we show the calculation of pre-
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tax return on assets. The calculation is a simple one, 
where economic depreciation is subtracted from receipts 
to arrive at the pre-tax return. (The economic depreciation 
rate for each asset is determined by dividing 1.25 by the 
ADA midpoint life.) For example, in 1982, receipts are 
$9.404 million, economic depreciation is $5.839 million, 
and the before-tax return is $3.565 million. The real rate 
of return of seven percent can be calculated by dividing 
the before-tax return in 1982 ($3.565 million) by the 
average stock in 1981 and 1982 (($51.928 million + 

$49.931 million)/ 2). 
The second part of Table 2 shows the tax calculations 

for the base case of the standard company. For the year 
1982, this company has receipts of $9.404 million, tax 
depreciation of $5.343 million, interest expense of $1 .375 
million, leaving taxable income of $2.686 million . There 
are no carryovers of net operating losses, so tax before 
credits will be 46 percent of $2.686 million , or $1.236 
million; $0.452 million of investment tax credits are gen­
erated in 1982 and there are no ITC carryovers, so the 
regular tax after credits is reduced to $0.784 million. 

The Senate tax reform proposal is used to calculate tax 
liabilities after 1986 (with the exception of the ITC repeal 
effective 1/1/86). In 1987, a blended tax rate of 39.5 
percent is used to calculate the regular tax, after which 
the Senate rate of 33 percent is used. 

The tax calculations for 1989 and 1990 show how the 
AMT operates. The company has receipts of $12.376 
million, regular tax depreciation of $7.355 million, and in-

Table 2 

Income Statement for Standard Company 

Inflation rate 4% Asset composition: 
Real growth rate 0% Trucks 15% 
Debt Share 30% Short-lived equipment 20% 
Pretax real rate of return 7% Long-lived equipment 22% 
Initial capital stock $10 million Real property 25% 
First year 1940 Inventories and land 18% 

Year 1980 1982 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 

Total assets 48,010 49,931 51 ,928 54,005 56,165 58,412 60,748 63,178 65,705 68,333 71 ,067 73,910 76,866 79,941 83,138 86,464 

Pretax Income calculations 
+ Receipts 
- Economic depreciation 
: Pretax return on assets 

Tax calculations 
+ Receipts 
- Depreciation 
- Interest 
: Taxable income 

+ Regular tax 
ITC carryover 
ITC earned 

- ITC used 
-Minimum tax credit used 
: Tentative regular tax 

Minimum tax calculations 
Minimum depreciation 
Book depreciation 
Book preference 
Minimum NOL generated 
Minimum taxable income 
Tentative minimum tax 

Tax 

Nore: Amounts in thousands of dollars. 

8,695 9,043 
5,399 5,615 
3,296 3,428 

8,695 9,043 
4,876 5,128 
1,271 1,322 
2,548 2,593 

1,172 1,193 
0 0 

291 434 
291 434 
N/A N/A 
881 758 

4,876 5,128 
4,726 4,883 

0 0 
0 0 

2,548 2,593 
510 519 

881 758 

The minimum tax does not apply prior to 1987. 

9,404 
5,839 
3,565 

9,404 
5,343 
1,375 
2,686 

1,236 
0 

452 
452 
N/A 
784 

5,343 
5,078 

0 
0 

2,686 
537 

784 

9,781 10,172 10,579 11 ,002 11 ,442 11,900 12,376 12,871 13,386 13,921 14,478 15,057 15,659 
6,073 6,316 6,569 6,831 7,105 7,389 7,684 7,992 8,311 8,644 8,990 9,349 9,723 
3,708 3,856 4,010 4,171 4,337 4,511 4,691 4,879 5,074 5,277 5,488 5,708 5,936 

9,781 10,172 10,579 11 ,002 11,442 11,900 12,376 12,871 13,386 13,921 14,478 15,057 15,659 
6,110 6,298 6,693 6,668 6,724 7,229 7,355 7,778 7,729 8,208 8,495 8,796 9,111 
1,430 1,487 1,547 1,609 1,673 1,740 1,810 1,882 1,957 2,035 2,117 2,202 2,290 
2,240 2,387 2,338 2,725 3,045 2,930 3,211 3,211 3,699 3,677 3,866 4,059 4,258 

1,031 1,098 1,076 1,253 1,203 967 1,060 1,060 1,221 1,213 1,276 1,340 1,405 
0 0 0 0 0 0 0 0 0 0 0 0 0 

470 489 508 N/A N/A N/A N/A N/A N/A N/A N/A NIA N/A 
470 489 508 0 0 0 0 0 0 0 0 0 0 
N/A N/A N/A N/A N/A 0 0 2 0 0 0 0 0 
561 609 568 1,253 1,203 967 1,060 1,058 1,221 1,213 1,276 1,340 1,405 

6,110 6,298 6,693 6,668 6,108 5,654 5,258 5,917 6,238 6,945 7,464 7,786 8,124 
5,281 5,493 5,712 5,941 6,178 6,426 6,683 6,950 7,228 7,517 7,818 8,130 8,456 

0 0 0 0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 0 0 0 

2,240 2,387 2,338 2,725 3,661 4,506 5,308 5,072 5,191 4,941 4,897 5,069 5,245 
448 477 468 545 732 901 1,062 1,014 1,038 988 979 1,014 1,049 

561 609 568 1,253 1,203 967 1,062 1,058 1,221 1,213 1,276 1,340 1,405 

Minimum tax calculations shown for 1980-1986 are for illustrative purposes only. 
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terest of $1 .810 million to arrive at $3.211 million of tax­
able income and $1 .060 million of regular tax liability. 
The AMT calculation shows that there is AMT deprecia­
tion of $5.258 million , leaving AMT income of $5.308 
million and an AMT liability of $1.062 million . Thus, this 
company owes only $0.002 million of minimum tax, a 
credit for which is allowed in 1990 against the regular tax. 
This is a company just barely subject to the AMT. 

The measure used to evaluate the overall impact of the 
Senate AMT on a company is the difference between the 
present values of taxes paid under the regular tax and the 
minimum tax. Since the minimum tax credit eventually 
refunds the nominal amount of minimum taxes paid by 
companies that are not permanent AMT taxpayers, a fair 
examination requires that the analysis be carried forward 
enough years for the AMT to turn around . At that point, it 
is possible to measure the total cost to the company of 
the Senate AMT by evaluating the present value of the 
excess taxes paid. The cost to a company (and revenue 
gain to the government) is not the amount of AMT taxes 
paid, but the interest on the taxes during the period be­
tween when the tax is paid and when it is eventually 
refunded . 

These calculations do not . .. Include any of the 
costs of compliance or tax planning. 

In the example , the present value of regular taxes 
(discounted at the before-tax rate of return of 11 percent) 
is $15.834 million , and the present value of the minimum 
tax is de minimis . The reason that the minimum tax has 
so little effect is that it applied in only one year (barely), 
and it was immediately refunded the following year 
through the AMT credit. In many cases where the mini­
mum tax is refunded through the credit we will find that in 
present value terms the effect of the AMT is small. These 
calculations do not, of course, include any of the costs of 
compliance or tax planning associated with the additional 
complexity introduced by the AMT. 

IV. Detailed Results 

Our analys is provides some evidence on the likelihood 
of being a minimum taxpayer for different types of 
corporations. These results are arranged in the following 

order. First, we examine how the asset mix of the com­
pany affects its taxpaying status, with all of the other 
factors held constant, as shown in Table 3. A total of four 
variations on the standard case are shown, provid ing five 
examples for the analysis. 

Next, the net debt ratio of the five companies is changed 
to a level of 40 percent and a level of 60 percent. The 
results are shown in Table 4. Then, the base cases are 
altered by moving the nominal before-tax rates of return 
to nine percent and 13 percent; the results of this variation 
are in Table 5. Table 6 shows the results of inducing a 
business cycle downturn in the years 1988 to 1990. 

The growth and age characteristics of the company are 
changed to see how they affect the tax status of the 
company. The results of these variations are shown in 
Tables 7 and 8. Table 9 holds the results of a p,ossible 
option to modify the Senate AMT by allowing companies 
to restate their AMT depreciation so that pre-1987 assets 
are depreciated according to the AMT rules . 

A. The Five Companies 
Table 3 contains the results of changing the distribution 

of assets from that of the standard company. The AMT 
effect is expressed in terms of both the percent increase 
in taxes paid due to the AMT and the number of years 
that the taxpayer is affected by the AMT. As shown in the 
table, changing the asset mix from the standard case has 
little or no effect except for the case of the airline 
company, which experiences a tax increase of 3.1 percent 
over the regular tax. That is, it pays 3.1 percent more tax 
(in present value terms) because of the AMT. 

It is interesting to note that wh ile the increase in taxes 
for the airline appears to be relatively small, it will be 
affected by the AMT for a long period , from 1988 to 1998. 
The only other company that is affected by the AMT is 
the nondurable goods manufacturer. It is affected by the 
AMT for three years, but the effect on the present value of 
taxes is negligible. 

Companies with a higher proportion of property that 
has short lives for regular tax purposes but long lives for 
AMT purposes are most likely to be subject to the 
minimum tax. Conversely, compan ies with a greater 
share of assets in long-lived property, such as real estate, 
and nondepreciable property, such as inventories and 
land, are less likely to face the additional tax. Thus, it is 
clear that the airline and the manufacturer of nondurable 
goods are the companies most likely to be subject to the 
minimum tax based on the composition of their assets. 
These results form the basis of comparisons for analyzing 
the effects of the variations below. 

Table 3 

The Effect of the Senate AMT on Five Kinds of Companies 

Percent 
Increase Years 

Standard Company ... . .. . ............... .. ...................... . .......... . . .................. . ..... . (1) 

Retai l Trade Company .... . ..... .. .............. . .. . ................. ... ..... . ... . .... .''.' .... . ... .. .... . 0.0% 0 
Durable Goods Manufacturer .......... .. .... . . . . . ..... . . . . .... . ...................... . ..... . ... ... . . . . 0.0% 0 
Nondurable Goods Manufacturer ... . . . 
Airline • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 

· ··· ·· ····· · ...... .. ... ...... .. ...... ·· ····· .... ... ......... ........ .... ...... .... .. · ....... .... . 
(1) 3 

3.1% 11 
(1) Percentage increase is less than 0.05 percent. 

Note: Percent Increase-The percentage increase in the present value of taxes paid due to the AMT. 
Years-The number of years that the company is a minimum taxpayer. 
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B. Variations 
1. High-Debt Companies. The amount of debt on the 

balance sheet of a company may have a large bearing on 
the likelihood of that company being subject to the AMT. 
Table 4 presents the effects on each of our sample 
companies of increasing the net debt ratio from 30 
percent in the base case to 40 percent and then to 60 
percent. 

When the net debt ratio is increased to 40 percent the 
impact on those companies paying the minimum tax at 
the 30 percent debt ratio is increased; those companies 
not subject to the AMT at 30 percent debt are still not 
affected. The standard company has a 0.1 percent in­
crease in the present value of its taxes due to the Senate 
AMT, while the nondurable goods manufacturer will see 
a 0.7 percent increase, and the airline will incur a 6.7 
percent increase. Equally important, the standard com­
pany is subject to the AMT for four years, the nondurable 
goods manufacturer for seven years, and the airline for 
14 years. 

Increasing the net debt ratio to 60 percent has an even 
more pronounced effect. In addition to those affected at 
the 40 percent level, the nondurable goods manufacturer 
will now be subject to the AMT. As shown in Table 4, the 
standard company has its taxes rise by an additional 4.4 
percent tax due to the AMT, the durable goods manu­
facturer by 0.5 percent, the nondurable goods manu­
facturer by 10.1 percent, and the airline by 52 percent. 
Also, the standard company will be affected by the 
minimum tax for 12 years, the durable goods manufac­
turer for six years, the nondurable goods manufacturer 
for 18 years, and the airline for 47 years. The retailer is 
still not subject to the AMT in these examples. 

SPECIAL REPORTS 

The main reason that increasing the debt ratio has 
such a pronounced effect on placing the companies on 
the AMT is that larger interest payments reduce taxable 
income. As a result, the depreciation and book income 
preferences tend to be greater in proportion to taxable 
income. 

2. High and Low Profltablllty Companies. More profit­
able companies are less likely to be subject to the Senate 
AMT because the regular tax will rise faster than the AMT 
when taxable income is increased (because of the higher 
tax rate for the regular tax). For this variation we examine 
the five companies with before-tax rates of return of nine 
and 13 percent, compared with 11 percent for the base 
case. 

Our companies that earn 13 percent before tax have 
taxable income high enough such that they are not likely 
to be subject to the AMT (se"e Table 5) . Only the airline 
company is affected, but much less so than -in the base 
case. For the same reason that increasing debt tends to 
make companies more likely to be on the AMT because 
of lower taxable incomes, companies with higher incomes 
are not as likely to be subject to the AMT because the 
regular tax rises faster than the AMT in relation to 
increases in taxable income. 

Similarly, all of the "low-profit" companies, except the 
retail trade firm, are subject to the AMT at some point in 
ti me. For ..the standard company, the tax increases by 1.0 
percent, the durable goods company by less than 0.05 
percent, the nondurable goods company by 2.5 percent, 
and the airline by 16.4 percent. None of these companies, 
however, will be a minimum taxpayer ad infinitum. The 
standard company has an AMT liability for eight years, 
the durable goods company for one year, the nondurable 

Table 4 

The Effect of the Senate AMT on High-Debt Companies 

30% Debt Ratio 40% Debt Ratio 

Percent Percent 
Increase Years Increase 

Standard Company (1) 0.1% 

Retail Trade Company 0.0% 0 0.0% 
Durable Goods Manufacturer 0.0% 0 0.0% 
Nondurable Goods Manufacturer (1) 3 0.7% 
Airline 3.1% 11 6.7% 

(1) Percentage increase is less than 0.05 percent. 

Note: Percent Increase-The percentage increase in the present value of taxes paid due to the AMT. 
:ears- The number of years that the company is a minimum taxpayer. 

Table 5 

Years 

4 

0 
0 
7 

14 

60% Debt Ratio 

Percent 
Increase Years 

4.4% 12 

0.0% 0 
0.5% 6 

10.1% 18 
52.0% 47 

The Effect of the Senate AMT on High and Low Profitability Companies 

11% ROR 9%ROR 13% ROR 

Percent Percent Percent 
Increase Years Increase Years Increase Years 

Standard Company (1) 1.0% 8 0.0% 0 

Retail Trade Company 0.0% 0 0.0% 0 0.0% 0 
Durable Goods Manufacturer 0.0% 0 (1) 1 0.0% 0 
Nondurable Goods Manufacturer (1) 3 2.5% 11 0.0% 0 
Airline 3.1% 11 16.4% 26 0.3% 5 

(1) Percentage increase is less than 0.05 percent. 

Note: Percent Increase-The percentage increase in the present value of taxes paid due to the AMT. 
Years-The number of years that the company is a minimum taxpayer. 
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goods company for 11 years, and the airline for 26 years. 
Clearly, the AMT poses more than a slight transition 
problem for these companies. 

manufacturer for eight years (two years), and the airline 
for 14 years (11 years). 

3. Cyclical Companies. Even the most stable of indus­
tries must contend with business cycles. This simulation 
projects a fluctuation in income over the period 1988 to 
1990, where the before-tax return is eight percent in 1988, 
four percent in 1989, eight percent in 1990, and back to 
11 percent for the remaining years. The results of the 
simulation are presented in Table 6. 

All of the companies were subject to the AMT 
at some point due to the fluctuation In the In­
come stream. 

Not surprisingly, all of the companies were subject to 
the AMT at some point due to the fluctuation in the in­
come stream. The increase in the present value of taxes 
under the AMT was 1.6 percent for the standard company, 
0.2 percent for the retail trade company, 0.5 percent for 
the durable goods manufacturer, 2.4 percent for the 
nondurable goods manufacturer, and 7.9 percent for the 
airline. 

Compared to the base case, the AMT affects these 
companies over a much longer period due to the busi­
ness cycle. The standard company is affected for six 
years (one year in the base case), the retail trade company 
for two years (zero years) , the durable goods manufac­
turer for four years (zero years), the nondurable goods 

The important conclusion from these results is that the 
AMT will be activated by downturns in business. Thus, 
the tax tends to be pro-cyclical in the sense that the 
companies most burdened by the AMT are those that are 
already experiencing reduced profits. 

4. Growing and Declining Companies. The rate of 
growth of a company will also have a strong bearing on 
whether or not that company is subject to the Senate 
AMT. Companies that are growing have more deprecia­
tion deductions and preference items per dollar of in­
come and are thus more likely to be on the AMT. 

Table 7 contains the results generated by the model for 
companies with a growth rate of five percent and a 
decline rate of three percent, as compared to no growth 
in the earlier analysis. With five percent growth, all of the 
companies except for the retail trade company will find 
themselves subject to the AMT. The standard company 
has an AMT liability for six years with a 1.3 percent 
increase in the present value of taxes, the durable goods 
manufacturer is on for two years with an increase of less 
than 0.05 percent, the nondurable goods manufacturer is 
on for nine years with an increase of 2. 7 percent, and the 
airline is on for 16 years with an increase of 15.0 percent. 

Companies that are declining (negative growth rates) 
find themselves less likely to be on the AMT. In fact, in 
our simulation only the airline will be on the minimum tax 
in the case of the three percent decline . The present 
value of the additional AMT for the airline is negligible, 
and the tax would be a factor for only four years. 

The general conclusion of these results is that growing 
companies are more likely to pay the AMT. The AMT 
provides an extra barrier to firms expand ing their markets, 
but exact little penalty on slow-moving or declining 
companies. 

Table 6 

The Effect of the Senate AMT on Cyclical Companies 

Steady-State 

Percent 
Increase Years 

Standard Company .. ........ . .... ... .... ....... ... .. .. ..... . .... . . (1) 

Retail Trade Company .... . ........ .. . ... . .. ...... . ... ......... . .. . 0.0% 0 
Durable Goods Manufacturer ..... . . ... . .... ... . ..... ... . ....... .. . 0.0% 0 
Nondurable Goods Manufacturer ..... . . ... .. . .. .. .. . . . .. . ... . .. ... . (1) 3 
Airline ... ....... ... .. . ...... .. . . ............... .. . . .... . ...... . .. . 3.1% 11 

(1) Percentage increase is less than 0.05 peicent. 

Note: Percent Increase-The percentage increase in the present value of taxes paid due to the AMT. 
Years-The Rumber of years that the company is a minimum taxpayer. 

Table 7 

Cyclical 

Percent 
Increase Years 

1.6% 

0.2% 
0.5% 
2.4% 
7.9% 

6 

2 
4 
8 

14 

The Effect of the Senate AMT on Growing and Declining Companies 

0% Growth 5% Growth 

Standard Company 

Retail Trade Company 
Durable Goods Manufacturer 
Nondurable Goods Manufacturer 
Airl ine 

Percent 
Increase Years 

(1) 

0.0% 
0.0% 
(1) 

3.1% 

0 
0 
3 

11 
(1) Percentage increase is less than 0.05 percent. 

Percent 
Increase 

1.3% 

0.0% 
( 1) 
2.7% 

15.0% 

Note: ~ercent Increase-The percentage increase in the present value of taxes paid due to the AMT. 
ears-The number of years that the company is a minimum taxpayer. 
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Years 

4 

0 
2 
9 

16 

-3% Growth 

Percent 
Increase Years 

0.0% 0 

0.0% 0 
0.0% 0 
0.0% 0 
(1) 4 
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• 5. New and Mature Companies. A question closely 
related to the effect of growth on the impact of the Senate 
AMT is the e.ffect of a firm 's maturity. The base case starts 
with a company that was founded in 1940 so that it would 
be in steady state by the time that the tax law was 
changed. Because the entire first generation of property 
had been fully depreciated, the company has constant 
real taxab le income that increases by the rate of inflation. 

But how does the AMT affect those companies that are 
not as old? An important part of this exercise is to 
examine the AMT pattern for companies that are start-up 
firms. The early depreciation deductions have large ef­
fects on taxable income, and our results are similar to the 
section above where the companies are subject to busi­
ness cycles. 

We select two later starting dates for our five com­
panies, 1976 and 1986. First, we examine the effect of the 
AMT on the companies founded in 1976. Each of the 
three "1940 companies" that were on the AMT would be 
subject to a greater burden if they had been established 
in 1976 (see Table 8) . The standard company would find 
the present value of its taxes increased by 0.8 percent by 
the AMT and would be on it for three years, the nondur­
ables manufacturer would face an increase of 0.2 percent 
over four years, and the airline would face an increase of 
17.4 percent over 1 B years. The standard company and 
the airline are on the AMT partly because carryovers of 
investment tax credits can be used to offset the regular 
tax but not the AMT. Hence, the regular tax has a 
tendency to stay beneath the AMT. 

The effects on a company that is established in 1986 
are much more severe. Each of the five companies would 
find itself burdened by the AMT for an extended period of 
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time (see Table 8) . All of these " 1986 companies" have 
tax losses in the first few years, due to ACAS depreciation 
on the initial investment, and are on the AMT for a 
number of years. The standard company would face 
increased taxes of 9.2 percent over 11 years, the retail 
trade company would have an increase of 3.3 percent 
over eight years, the durable goods manufacturer would 
have an increase of 6.8 percent over 11 years, the non­
durable goods manufacturer by 15.4 percent over 16 
years, and the airline by 32 .8 percent over 21 years. 

6. Policy Option. The final set of simulations redefines 
the minimum tax preference for depreciation to be the differ­
ence between tax depreciation and depreciation restafed 
historically according to the AMT depreciation rules (i.e., 
depreciation on old assets wpuld be recalculated so that 
both old and new assets would be depreciated using the 
straight-line method over ADA midpoint lives) . This AMT 
depreciation allowance would more nearly approximate 
the book depreciation amounts shown in Table 1. The 
most important effect of using th is measure would be to 
reduce the bulge in AMT income during the first few 
years after enactment that is due only to the timing 
differences associated with changing tax systems. 

We use this option to analyze the effect of the AMT on 
the base case for each of the five companies. The results 
of the policy change are shown in Table 9. As expected , 
those companies (the standard company and nondurable 
goods manufacturer) that were barely on the minimum 
tax in the base case are no longer subject to the additional 
tax. The only company that finds itself on the tax is the 
airline, which experiences a 0.5 percent increase in taxes 
over three years of minimum taxes. 

Table 8 

The Effect of the Senate AMT on New and Mature Companies 

Founded 1940 Founded 1976 Founded 1986 

Percent Percent Percent 
Increase Years Increase Years Increase Years 

Standard Company (1) 0.8% 3 9.2% 11 

Retail Trade Company 0.0% 0 0.0% 0 3.3% 8 
Durable Goods Manufacturer 0.0% 0 0.0% 0 6.8% 11 
Nondurable Goods Manufacturer (1) 3 0.2% 4 15.4% 16 
Airline 3.1% 11 17.4% 18 32.8% 21 

(1) Percentage increase is less than 0.05 percent. 

Note: Percent Increase-The percentage increase in the present value of taxes paid due to the AMT. 
Years-The number of years that the company is a minimum taxpayer. 

Table 9 

The Effect of a Senate AMT Policy Option on the Base Case 

Senate BIii Polley Option 

Percent Percent 
Increase Years Increase Years 

Standard Company ..... . . . ... .......... . .... .... . ...... . ..... . ... . (1) 0.0% 0 

Reta il Trade Company ... ... ..... . ....... . ..... . ..... .. .. .. .. . .... . 0.0% 0 0.0% 0 
Durable Goods Manufacturer . . . ........... ... .. .. .. . ... . .. .. . .... . 0.0% 0 0.0% 0 
Nondurable Goods Manufacturer .... .. ... . ..... . .. .. ...... ...... . . . (1) 3 0.0% 0 
Airline 3.1% 11 0.5% 3 

(1) Percentage increase is less than 0.05 percent. 

Note: Percent Increase-The percentage increase in the present va lue of taxes pa id due to the AMT. 
Years- The number of years that the company is a minimum taxpayer. 
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Overall, this policy option would reduce the overstate­
ment of AMT income that occurs in the first few years 
after enactment of the Senate bill. However, this option 
will produce little or no relief to those companies that are 
newly established and have minimal prior depreciation to 
restate. 

V. Concluslons 

This analysis demonstrates several important points 
about the AMT for corporations. First, the new deprecia­
tion system of the Senate AMT is likely to have its 
greatest effect in the first few years after enactment. 
Many companies will be subject to the AMT in the first 10 
years, but will not again be subject to the extra tax. Most 
of the companies affected during this period would not 
be considered "tax abusers" by any common use of that 
term. 

Many companies ... subject to the AMT In the 
first 10 years . .. would not be considered 'tax 
abusers.' 

Second, the AMT will have greater effects on growing 
firms than firms that are static or declining. Since growing 
firms tend to invest more, they will generate relatively 
more "preferences" and be subject to higher minimum 
taxes. Further, new companies will be disproportionately 
affected by the AMT. This result occurs because older 
firms are generating a substantial share of their income 
from assets that have already been fully depreciated (for 
tax purposes) . 

Third, firms that have investments concentrated in 
long-lived equipment are most likely to be subject to the 
tax. As a result, manufacturing and transportation com-

panies by their nature are likely targets. By contrast, 
firms with relatively large investments in inventories, real 
property, or shorter-lived equipment are less likely to be 
affected. 

Finally, the Senate AMT places an increased burden on 
firms that have low profitability, for whatever reason. This 
result implies that the tax will tend to increase during 
economic downturns and diminish during recovery. 
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TAXWISE GIVING URGES GRASS ROOTS EFFORT TO SAVE 
NONITEMIZER CHARITABLE DEDUCTION. Presto! It's gone. 
Such is the present status of the nonitemizer charitable 
deduction reported by Taxwise Giving in a July 31, 1986 
Legislative Alert. Taxwise Giving says that the House 
conferees have decided to surrender the deduction autho­
rized in the House-passed bill and that the Senate bill 
abolishes the deduction . Further, Taxwise Giving reports, 
House conferees are still set on subjecting appreciated 
property gifts to the minimum tax. The publication calls 
on "everybody [to] please immediately telephone all 
members of the [Conference] Committee at their Wash­
ington, D.C. offices," in a last ditch effort to keep the non­
itemizer charitable deduction. 

The Taxwise Giving Legislative Alert has been placed 
in the August 11 , 1986 Tax Notes Microfiche Database as 
Doc 86-5414. 

690 

UNCERTAINTY OVER TAX REFORM DELAYS BENEFITS FOR 
EMPLOYEES. Nearly 30 percent of employers recently 
surveyed have curtailed plans to improve employee bene­
fit packages because of uncertainty over tax reform 
legislation , according to a study prepared by the Em­
ployers Council on Flexible Compensat ion (ECFC) . "Pos­
sibly as many as three workers in 1 O are being denied 
improved employee benefits because of uncertainty over 
the course of tax reform ," ECFC Chairman Ken Feltman 
said in an August 6 press release. The ECFC surveyed 
216 employers from 108 Fortune 1000 companies employ­
ing some 830,000 individuals . 

The ECFC press release and a copy of the survey have 
been placed in the August 18, 1986 Tax Notes Microfiche 
Database as Doc 86-5482. 
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