
APPENDIX A 


__EXPIRING PROVISIONS 


The following provisions of the Internal Revenue Code are 

scheduled to expire under current law: 


Administration Proposal 


1. Residential and business See Ch. 9.01 
energy tax credits. 

2 .  Targeted jobs credit. Allow to expi.re as 
scheduled. 

3 .  Expensing of expenditures to 
remove architectural barriers 

Allow to expire as 
scheduled. 

to the elderly and handicapped. 

4 .  Credit for testing orphan drugs. Allow to expire as 
scheduled. 

5. Special treatment for dividend 
reinvestment in public utility
stock. 

Allow to expire as 
scheduled. 

6. Exclusion of employer-provided
legal services. 

Make permanent, but 
require a qualified 
group legal services 
plan to require the 
irrevocable establish-
ment of the employee's
annual contributions 
prior to the beginning
of the plan year. 

7 .  Exclusion of employer-provided
education assistance. 

Make permanent, and drop
the $5,000 annual limit 
of current law on the 
amount of educational 
assistance benefits that 
can be excluded. 

0 .  Exclusion of employer-provided
vanpooling. 

See Ch. 3 . 0 3 .  
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APPENDIX B 


EFFECTIVE DATES A N D  TRANSITION RULES 


The Administration proposals are designed to provide for fair and 
orderly transition to a new tax system. In general, prompt
implementation o f  the proposals is desirable in order to capture their 
benefits as quickly as possible. Immediate implementation of some 
proposals, however, would be unfair and disruptive to taxpayers who 
have made economic commitments based on the current tax structure. 
Moreover, certain of the proposals would generate substantial windfall 
gains or losses if implemented immediately. These concerns mandate 
transition rules that reflect the differing effects of the various 
proposals. 

In those areas where immediate implementation of the proposals
would be unfair or disruptive, transition rules are provided to 
minimize unanticipated effects. These rules include delayed and 
phased in implementation of reform, as well as a wide variety of 
grandfather provisions that insulate existing investments. The 
proposed changes and transition rules for each element of the 
Administration proposals are summarized in Table 8-1. More complete
statements are found in each General Explanation. 

In general, consistent with Secretary of the Treasury James A. 
Baker, 111's February 27,  1985, testimony before the House Ways and 
Means Committee, no Administration proposal contains an effective date 
before January I, 1986. Even though not effective until 1986, many of 
the proposals would affect the tax treatment of investments 
contemplated before 1986. Thus, for example, the new rules for 
capital cost recovery and repeal of the investment tax credit are 
proposed to be effective for all property placed in service after 
1985, without regard to contractual commitments to acquire such 
property entered into before 1986. Xn recognition of the prerogative
of the congressional tax-writing committees to design appropriate
transition rules, grandfather rules were not specified in this and 
similar instances. Announcement of a binding contract exception
effective as of the date of announcement of the Administration 
proposals would have encroached on this congressional prerogative; 
announcement of a binding contract exception to take effect at a 
future date was considered inappropriate because it would tend to 
accelerate investments solely for tax reasons. 

With respect to life insurance inside build-up and the taxation of 

deferred annuity investment income, the Administration proposals

adopt the rule suggested in the March 15, 1985, statement by House 

Ways and Means Committee Chairman Dan Rostenkowski and Senate Finance 

Committee Chairman Bob Packwood. That is, such income would be taxed, 
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beginning January 1, 1986, only on policies issued after the date of 

committee action. This rule again defers to the tax-writing

committees with respect to the termination date of the grandfather

period. 


The Treasury Department looks forward to working with the 

congressional committees to develop any additional transition rules 

that the committees determine are necessary to implement the 

Administration proposals in a fair and orderly manner. 
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