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5. Modifications regarding certain tax-exempt use property..... leia 12/31/21 -14 -31 -40 -48 -53 -56 -57 -59 -60 -62 -186 -481
6. Qualification of rehabilitation expenditures for public
school buildings for rehabilitation eredit...........coccorveninn. ppisa 3/31/21 -38 -86 -110 -139 -161 ~169 -174 -178 -183 -189 535 -1,427
Total of Part 3 - Rehabilitation Tax Credit 456 848 1471 2224 2937 3454 3,734 3818 3794 3740 7937 26,476
Part 4 - Disaster and Resiliency
1. Exclusion of amounts received from State-based
catastrophe foss mitigation programs............. tyba 12/31/20 4 -10 -10 11 -12 -13 -14 -15 -16 -17 -48 -122
2. Repeal of temporary limitation on personal casualty
losses..... . . lii tyba 12731/17 -467 645 -320 -318 -261 am -nm -- - - 2,011 -2,011
3. Credit for qualified wildfire mitigation expenditu epoia DOE ityeasd -12 -28 -3 -36 -42 -44 46 -48 -49 -50 -149 -387
‘Fotal of Part 4 - Disaster and Resiliency -483 -683 ~361 -365 =315 -57 ~60 -63 ~65 -67 -2,208 -2,520
Part 5 - Housing
A. Low-Income Housing Tax Credit
1. Increases in State allocations...........cccoo i cyba 12/31/21 6 4 -57 -248 -393 -1,058 -1,585 “2,222 -2.577 2,717 -889 -11,048
2. Tax-exempt bond financing requirement (sunset 12/31/28)..  bpisi tyba 12/31/21 -91 -242 472 <719 -953 -1,176  -1,393 -1,393 ~1,510 1,349 2478 -9,498
3. Buildings designed to serve extremely low-income
household [5] -8 -37 -92 -158 -225 -292 -358 412 ~474 -548 -519 -2,603
4. Inclusion of rural areas as difficult development areas bpisa 12/31/21 <7 <37 -92 -165 -232 -300 -366 ~420 -483 -554 ~332 -2,654
5. Repeal of qualified contract option. DOE 2 8 17 28 39 49 59 73 85 105 95 466
6. Modification and clarification of rights relating to
building purct {6] 2 1 27 45 63 80 96 118 139 171 147 751
7. Increase in credit for bond-financed projects designated by
housing credit aency........c..overo o oncieimicnessennrernn [7] -31 -98 -210 -355 477 -591 -702 -685 -745 <766 -L171 -4,660
B. Neighborhood Homes Investment Act
1. Neighborhood homes credit. ... tyba 12/31/21 -200 -6035 -1,422 -1,861 -2,114 <2175 -2,239 -2,305 -2,373 -2,443 -0,202 -17,736
Total of Part 5 - Housing. =326 -997 -2,300 -3,433 -4,494 -5,462 -6,488 -7,244 -7,938 -8301 -11,549 -46,983
Part 6 - mvestments in Tribal Infrastructure
1. Treatment of Indian Tribes as States with re;
bond issuance................ bia 12/31/21 21 -1 3 -4 -6 -8 -10 -12 -15 -17 -14 17
2. New markets tax credit for cya 12/31/21 —n 2] -2 -6 -13 -22 -31 -41 -51 -59 -22 -226
3. Inclusion of Indian areas as ditficult development
areas for purposes of certain buildings bpisa 12/31/21 21 -2 -4 -7 -10 -13 -16 -18 =21 -24 <23 -114
Total of Part 6 - Investments in Tribal Infrastructure 2] -3 -9 -17 29 43 -57 -7 -87 -100 -59 -417
Part 7 - nvestments in the Territories
1. Possessions Economic ACtivity Credit..........oowemreroneern, 181 -406 -853 938 -1,017  -1,091  -L169  -1,229  -1270  -1312  -1356  -4305  -10,641
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2. Additional new markets tax credit allocations for the
territorie: cya 12/31/21 - 2] -1 4 -8 -12 -18 -24 -29 -34 -12 ~129
Total of Part 7 - Investments in the Territorie: -406 -853 -939 -1,021 -1,099 -1,181 -1,247 -1,294 -1,341 -1,390 -4,317 -10,770
TOTAL OF SUBTITLE F - INFRASTRUCTURE FIT CING AND
COMMUNITY DEVELOPMENT 2226 5154 8231 11266 -13,758 -15375 -16999 18320 -19,619 -20,567 40,635 -131,519
SUBTITLE G - GREEN ENERGY
THE "GROWING RE ABLE ENERGY AND EFFICIENCY
NOW (GREEN") ACT OF 2021"
Part 1 - Renewable Electricity and Reducing Carbon Emissions
1. Extension and modification of credit for electricity produced
from certain renewable resources (sunset 12/31/33) [1]....... fpisa 12/31/21 -181 -584 ~1,038 -1,717 2,865 -4,184 -5,651 -7,269 -8.811  -10,549 ~6,387 -42.851
2. Extension and modification of energy credit (sunset generally
12/ 3) [1] ppisa 12/31721 -1349 -2,392 -2,686 -3,721 6,667 -8,332 -8,851 -9.404 -9,956  -10,547 -16,816 -63,907
3. Increase in energy credit for solar facilities placed in service
in connection with low-income communities (sunset
12/31/31). pal23b21 e Estimate Included in Items (7.2, ABOV@- - -~ « = - oo oo
4. Elective payment for energy property and electricity
produced from certain renewable resources, efo.... ppisa {23121 c e Lstimate Included in Items G.1. trough G.3. 4bove - - - -« oo oo
5. Investment credit for eleetric transmission property
(sunset 12/31/31) [1}.. ppisa 12/31/21 - - — -683 ~1,030 -1.050 «1,050 -1,733 -2,100 -2,100 -1,733 -9.765
6. Zero emissions facility credit (sunset 12/31/31)... Pal231/21 e Negligible Revenue Fffect- - - - - - - = c o om e e
7. Extension and modification of credit for carbon oxide generally
sequestration (sunset 12/31/31).... tyba 12/31/21 -12 23 -29 -26 -9 <38 =75 -146 -216 -331 -100 -908
8. Green energy publicly traded partnershi] tyba 12731721 ~148 ~126 ~137 -144 -99 -50 ~56 -6 <72 -80 -654 <975
9. Zero-emission nuclear power production credit epasa 12/31/21
(sunset 12/31/26) [1]. itybasd -4.383 -2,909 -3,253 -3,524 -1,650 -209 e o o e «15719 ~15,929
Total of Part 1 - Renewable Electricity and Reducing Carbon E i -6,073 -6,034 -7,143 <9815  -12,340 -13,863 -15,683 -18,616 -21,155 -23,607 41,409 -134,335
Part 2 - Renewable Fuels
1. Extension of excise tax credits relating to alternative fuels,
and extension of biodiesel and renewable diesel credit
(sunset 12/31/31) fsoua 12/31/21 -149 -2,688 -3,721 -3,802 -3,816 -3,803 =3,700 -3,708 -3,725 -3,743 14177 -32,858
2. Exiension of second generation biofuel incentives
(sunset 12/31/31)....... qsgbpa 12/31/21 -10 -19 -20 -22 -24 25 =27 -29 -30 -32 -935 -238
3. Sustainable aviation fuel credit {sunset 12/31/31). fsoua 12/31/22 - -6 -13 -19 -24 -31 -66 -104 -145 -210 -62 -618
4. Credit for production of clean hydrogen {17 9 -60 -172 -313 -496 =707 -966  -1,271 -1,598  -1,736  -L779 -1,748 -9.118
Total of Part 2 - Renewable Fuels. -219 2,885 -4,067 4,339 -4,571 -4,825 -5,064 5,439 -5,656 -5,764  -16,082 42,832
Part 3 - Green Energy and Efficiency Incentives for Individuals
1. Extension, increase, and modifications of nonbusiness generally ppisa 12/31/21 &
energy property eredit (sunset 12/31/31)..covvcviriiicninnnne apoia 12/3121 <255 -1,696  -1,657  -1,628 1,654  -1,631  -1,570 -1,599  -1,615  -1,632 6,890  -14,938
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2. Extenston and modification of residential energy efficient
property credit (sunset 12/31/33).cooionccicicins oma 12/31/21 -50 -387 972 -2562 -2,635 2712 2792 2,872 2941 3,029  -6.605  -20,951
3. Energy efficient commercial buildings deduction tyba 12/3121 &
(sUnSEt 12/31/31)ucmiiciee e ppisa 12/31/21 ityeasd -18 72 -70 -68 -67 -66 -63 -66 -67 -69 =295 -626
4. Extension, increase, and modifications of new
energy efficient home credit (sunset 12/31/31)....cooes duaa 12/31/21 -132 -233 -258 -271 -289 -307 -321 -320 -305 -289 -1,182 -2,724
5. Modifications to income exclusion for conservation
ara 12/31/18 -6 -2 -2 -3 -4 -5 -6 -6 -7 -7 -17 -48
Total of Part 3 - Green Energy and Efficiency Incentives for Individuals.....ovicvmenns -461 2,390 -2,959 4,532 -4,649 -4,721 -4,754 -4,863 4,935 -5,026  -14,989 -39,287
Part 4 - Greening the Fleet and Alternative Vehicles
1. Refundable new qualified plug-in electric drive motor vaa 12/3121 &
vehicle credit for individuals (sunset 12/31/31) [1].rovv..e..er tovpola 12/31/22 S195 -1002  -L128  -1268  -1451  -1,682  -1915 2,112 2320 2499 -5044  -15574
2. Credit for previously-owned qualified plug-in electric drive
motor vehicles (sunset 12/31/31 )i vaa 12/31/21 -27 -83 -96 <120 «132 146 -162 -179 -197 213 -457 -1.357
3. Qualificd commercial electric vehicles (sunset 12/ vaa 12731721 -229 490 -663 -831 -1,033 -1,270 -1,488 ~1,675 ~1,850 ~2,043 -3,246 -11,572
4. Qualified fuel cell motor vehicles (sunset 12/31/31)... ppisa 12/31/21 -4 -7 -8 -9 -11 -4 - - ——— e -40 44
5. Alternative {uel refueling property credit (sunset
1231731 ) ppisa 12/31/21 -93 404 -461 -523 -591 -666 -749 -837 <932 -L027 2,071 -6,283
6. Reinstatement and expansion of employer-provided fringe
benefits for bicycle commuting {10} tyba 12/31/21 -20 <21 <23 -13 -16 -16 -18 -18 -19 -19 -93 -183
7. Credit for certain new electric bicycles (sunset 12/31/31)....  ppisa ityea DOE -113 =305 -397 =517 -666 -826 983  -1121 -1,225 -1,277 -1,999 -7,430
Total of Part 4 - Greening the Fleet and Alternative Vehicles 681 2,312 2,776 -3281 -3,900  -4,610 -5,315 -5,942 6,543 -7,080 -12,950 -42,443
Part 5 - Investment in the Green Workforce
1. Extension of the advanced energy project credit [1]{11]...... DOE =273 -370 -289 -233 -307 -403 -169 -29 -25 <32 -1,472 -2,133
2. Labor costs of installing mechanical insulation apoia 12/31/21
property (sunset 12/3131 )i ityeasd =371 745 <939 -1,099 1,267 -966 -670 -564 -462 =343 4421 -7.426
Total of Part 5 - Investment in the Green Workforce. -644 -1,1158 -1,228 -1,332 -1,574 -1,371 -839 -593 -487 -375 -5,893 -9,559
Part 6 - Qualified Environmental Justice Credit (sunset
12/31/31) [1]{11} DOE e ~400 -700 -800 -900 -1,000 -600 ~300 -200 -100 -2,800 5,000
Part 7 - Reinst of Superfund 1/1/22 1,560 2,332 2,446 2,546 2,642 2,740 2,843 2,951 3,063 3,179 11,527 26,302
TOTAL OF SUBTITLE G - GREEN ENERGY -6,518  -12,804 16,427 -21,533 25292 27,650 -29,412 -32,802 35913 -38,773 -82,596 247,154
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SUBTITLE H - SOCIAL SAFETY NET

Part 1 - Child Tax Credit: Extend and modify ARP modifications to
, index credit amounts and initial phascout thresholds, no child
SSN requirement (sunset 12/31/22); new monthly CTC, index credit
equirement,

C1

amounts and initial phaseout thresholds, no child S83
advance payments to taxpayers with presumptive cligibility,
recapture only in certain circumstances (taxable years beginning
after 12/31/22, and sunset 12/31/25); full refundability of CTC
unindexed $1,000 amount (taxable years beginning after 12/31/25)
11}

Part 2 - Child and Dependent Care Tax Credit
1. Certain improvements to the child and dependent care
tax eredit made permanent [1]....
2. Increase in exclusion for employer-provided dependent
care assistance made permanent [12]

Total of Part 2 - Cbild and Dependent Care Tax Credit

tyba 12/31/21

tyba 12/31/21

tyba 12/31/21

Part 3 - Supporting Caregivers
1. Payroll tax credit for child care workers [1]...o.ovcorrerncecs,
2. Credit for caregiver expenses (sunset 12/31/25)........o..

Total of Part 3 - Supporting Caregiver

cqba 12/31/21
tyba 12/31/21

Part 4 - Earned Income Tax Credit
1. Certain improvements to the eamed income tax credit made
permanent [1].
2. Funds for administratio:
territories [1]

m of earned income tax credits in the

Total of Part 4 - Earned Income Tax Credit,.

Part 5 - Expanding Access to Health Coverage and

Lowering Costs

. Improve affordability and reduce premium costs of

health insurance for co S

Modification of employer sponsored coverage affordability

test in health insurance premium tax credi

Treatment of lump-sum Social Secutity beneft

determining household income.

. Temporary expansion of health insurance premium fax credits
for certain low-income populations {13]......coiinn.

. Special rule for individuals receiving unemployment
compensation (sunset 12/31725), .....cconvecrirircrimanrrnroronnn

»

w

in

i

w

tyba 12/31/21

tyba 12/31/21
tyba 12/31/21

tyba 1273121
tyba 12/31/21
tyba 12131721
tyba 1231721

tyba 12/31/21

~106,463 121,808 -129,345

-2,663

-199
2,862

~334
-3.248

3,582

-578

578

9,179

-270
-9,449

670
6,688

-7,358

-13.296

5
-13,301

-9,413

283
9,696

-674
7,084

-7,758

-13,955

-5
-13,960

133,722

9,786

294
-10,080

724
7,504

8,228

-14471

-J

14,476

~10,353

344
10,697

749
3,860
4,609

-14,890

-3

14,895

3,556

-10,195

<362
-10,557

-15,116

-3

-15,121

-3,510

~10,453

374
10,827

<780

-780

-15,377

-J

15,382

23,510

-10,706

-15,642

-3

-15,647

-3,537

-15,894

-5
-15,899

-3,599

-11,324
-400

-11,724

-827

827

-16,107

-3

-16,112

538,207

41,392

-1,390
42,782

-3,152
28,384

-31,536

-57,190

-19
57,209

-556,008

3302
98,437

7,130
-28,384

-35,514

-135,325

43
-135,368
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6. Permanent credit for health insurance costs [1]....cconn cmba 12/31/21 -2 -11 -19 -20 -21 -22 <23 -25 -26 <28 ~74 -198
Total of Part 5 - Expanding Access to Health Coverage and
Lowering Cost: -2 -11 -19 -20 -21 22 -23 25 26 28 -74 -198
Part 6 - Pathway to Practice Training Programs
1. Establishing rural and underserved pathway to practice
training programs for post-baccalaureate students, medical
students, and medical residents [1}.... tyea DOE - o =74 -165 262 -387 ~389 -844 -1,136 -1,420 -500 -4.877
Total of Part 6 - Pathway to Practice Training Progr: - - 74 -165 262 -387 -589 844 -1,136  -1,420 -500 -4,877
Part 7 - Higher Education
1. Credit for public university research and infrastructure........ qeemd 12/31/21 <24 -25 =25 -26 -19 -6 o e o e -119 ~125
2. Phascout of investment income excise tax for private
colleges and umiversities providing sufficient grants and
scholarships. tyba 12/31721 - -244 -248 -253 -258 -257 -262 -267 -273 =278 -1,003 -2,341
3. Federal Pell Grants excluded from gross income [1]........... tyba 12/31721 -6 ~229 225 <215 ~212 ~221 214 <203 -196 -188 ~887 -1,911
4. Repeal of denial of American Opportunity Tax Credit on
basis of felony drug conviction [1]..... tyba 12/31721 -3 =21 -21 =20 20 -20 -20 -19 -18 -18 83 ~180
Total of Part 7- Higher Edi 33 -519 -519 -514 -509 -504 -496 -491 487 484 -2,094 -4,5587
TOTAL OF SUBTITLE H - SOCIAL SAFETY NET -113,520 -152,446 -161,371 -167,205 -77,952 -30,911 -31,607 -32,401 -33,355 -34,194 672,492 834,959
SUBTITLE I - RESPONSIBLY FUNDING OUR PRIORITIES
Part 1 - Corporate and International Tax Reforms
A. Increase in corporate tax rate to 26.5 percent ..........o.oceee tyba 12731721 39,275 48712 30,536 51,760 53,154 57314 59,558 39926  59.698 60,161 243437 340,095
B. Limitations on deduction for interest expense. tyba 12/31/21 1,564 3,222 3,408 3,583 3,660 3,697 3,802 3,914 3,995 3,968 15,437 34,813
C. Outbound International Provisions
1. Modifications to deduction for foreign-derived
intangible income and global intangible low-taxed income.. tyba 12/31/21 4,319 16,051 24248 25511 15467 2,592 2,410 1,762 1,709 2,377 85,593 96,447
2. Repeal of election for I-month deferral in determination
of taxable year of specified foreign corporations.... .. tyoslcba 11/30/21 10906 10,906 e - e e e e e -~ 21,811 21,811
3. Modifications of foreign tax credit rules applicable to certain
taxpayers receiving specific economic benefits tpoai tyba DOL 217 436 485 354 623 621 657 706 652 710 2,315 3,662
4. Modifications to foreign tax credit limitatio [14] -132 2,996 8,298 9,960 9,044 8,867 7,339 5,731 35,599 5609 30,166 63,311
5. Foreign oil and gas extraction income and foreign oil
related income fo include oif shale and tar sands........ccooeene [15] = e e Estimate Included in 11em C.6, Below « « v v w v v v e
6. Modifications to inclusion of global intangible
low-taxed income [15] 1,691 5,057 12417 12,123 10,705 10,900 11,075 12,833 14,190 15,736 41,992 106,726
7. Modifications to determination of deemed paid credit
for taxes propesty atfributable to tested income.. [15] -1,683 -3,692 -3,977 -4,022 -3,973 -4,097 -4,353 -4,482 -4,686 -4,809  -17,347 -39,774
8. Deduction for foreign source portion of dividends limited to
controlled foreign corporations, ete Dma DOE 21 42 44 45 46 48 49 51 52 54 198 45]
9. Limitation on foreign base compan:
services income. [15] 943 2,182 2,624 2,766 2,344 1,938 1,977 1,954 1,927 1,968 10,859 20,622
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D. Inbound International Provisions
Modifications to base erosion and anti-abuse tax, tyba 12/31/21 473 559 887 1647 2,396 3,180 3,593 3,839 4,019 4,270 5,962 24,863
E. Other Business Tax Provisions
1. Credit for clinical testing of orphan drugs limited to first
use or indicati tyba 12731721 88 186 208 234 260 286 314 346 380 418 975 2.720
2. Modifications to treatment of certain fai tyba 12/31/21 &
fosses. fo/a DOE 25 165 172 179 186 193 201 209 217 226 726 1,773
3. Adjusted basis limitation for divisive reorganizations.. roo/a DOE 801 1,306 2,058 2,230 2,261 2,297 2,333 2,369 2,406 2,446 8,836 20,707
4, Rents from prison facilities not treated as qualified
income for purposes of REIT income test tyba 1273121 8 15 16 16 4 11 12 12 13 13 69 130
5. Modifications to exemption for portfolio intere oia DOE 376 876 403 118 25 20 16 13 10 8 2,000 2,067
6. Certain partnership interest derivatives.... pmio/a 180da DOE 4 9 9 9 9 10 10 10 10 10 41 90
7. Adjustments to eamings and profits of controfled
foreign corporations. {15} 150 325 375 425 475 525 575 625 675 725 1,750 4.875
8. Certain dividends from controiled foreiga corporations to
United States shareholders treated as extraordinary
dividends. DmaDOE  c-cmmmmemm e Estimate Included in Item C.4. Above - - - == << oeoeoo oo
9. Modification of rutes for partnership interests held in
connection with the perfonmance of service: 1,389 1,379 1,389 1,413 1445 1,487 7.003 14,116
10. Limitation on eertain special rules for section 120!
BAINIS. .ttt o e 639 698 705 710 677 661 2,267 5.718
11. Constructive sal Estimate Included it 1tem E. 15 BeloW « o« v v v s vt v v e
12. Rudles refating 1o common control. “ . 1,754 1,958 2,186 2459 2,749 3,004 7238 19,593
13. Wash sales by related parties; wash sales of specified assets  saoda 12/31/21 3,226 4,946 2,725 1,626 1,074 804 653 387 562 559 13,597 16,762
Total of Paxt 1 - Corporate and International Tax Refor 64388 98,113 108,526 112372 101,552 93241 94,501 94987 96299 99,601 484,947 963,578
Part 2 - Tax Increases for High-Income Individuals
L. Inerease the top rate on the individual income tax to 39.6%
on taxable income above $400,000/8450,000. tyba 12/31/21 32501 22,736 36941 39751 15,104 4,366 4.555 4,686 4,837 5,020 147.033 170,498
2. Increase the top tax rate on long-term capital gains and
qualified dividends to 25% and lower the income thresholds
to which it applies {16} 11,363 13,497 13,712 13281 12,870 11,716 11,135 11,455 11,771 12,597 64,723 123,396
3. Application of set investment income tax to trade or
business income of certain high income individuals............. tyba 12/31/21 12,742 19,543 21,734 24,050 25,861 27,966 28997 29,675 30,439 31,156 103,930 252,163
4. Limitation on deduction of qualified business income
for certain high income individuals tyba 12/31/21 10,520 18,309 19684 20,948 8,564 . . - - - 78025 78,025
5. Limitations on excess business losses of noncorporate
taxpayers made permanent, with carryforward
modification tyba 12/31/20 3,127 2,046 2,123 2,204 2283 22,671 32,639 31422 33272 34991 11,788 166,783
6. Surcharge on high income individuals, trusts, and
estate: tyba 12/31/21 24360 -13294 12384 13052 13713 14406 14731 15353 15988 16,643 50215 127,335
7. Termination of temporary increase in unified credit............. dda & gma 12/31/] 2,676 12,188 13,073 12,694 11,710 1.490 265 95 64 9 52341 54,265
8. Increase in limitation on estate tax valuation reduction for
certain real property used in farming or other trades or
busi dda 12/31/21 e -22 -31 -32 -34 -38 -38 -40 40 42 -119 -317
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9. Certain tax rules applicable to grantor trusts.... v tcoa & cmoa DOE 30 160 223 327 478 672 917 1,240 1,657 2,191 1,217 7,895
10. Valuation ruies for certain transfers of nonbusiness assets... ta DOE 382 1,775 1,880 1,863 1,919 2,205 2,335 2,399 2,519 2.666 7,822 19,945
Total of Part 2 - Tax Increases for High-Income Individual 97,701 76,938 121,723 128,140 92,473 85454 95536 96,285 100,507 105231 516,975 999,988
Part 3 - Modifications of Rules Relating to Retirement Plans
A. Limitations ou High-Income Taxpayers with Large
Retirement Account Balances
1. Contribution limit for individual retirement plans of generally
high-income taxpayers with large account balances...........  tyba 123121 [17] ----vmmm oo oo Estimate Included in Item A.2. Below - - - - - - - - oo e e
2. Increase in minimum required disiributions for
high-income taxpayers with large reti account generally
balances. tyba 12/31/21 [18] 3,618 3,027 1.302 318 -343 =576 -1,051 -1,273 -1,463 -1,760 7,922 1,798
B. Other Provisions Relating to Individual Retirement Plans
1. Tax treatment of rollovers to Roth IRAs and generatly [19] en - e e - - e e 140 609 n 749
account; dtacmi tyba 12/31/31
2. Prohibition of {RA investments conditioned on generally
account holder's status. . tyba 12/31/21 [20} 125 133 155 158 177 182 184 186 188 193 768 1,701
3. Statute of limitations with respect to IRA noncompliance.... [21} [22] 1 1 1 1 1 1 1 1 1 3 8
4. Prohibition of investment of IRA assets in enfities in which generally imi
the owner has a substantial interest tyba 12/31/21 (23] 3 3 3 4 4 5 5 5 5 6 17 42
5. IRA owners treated as disqualified persons for purposes of
prohibited ion rules toa 12/31/21 - 1 1 1 1 1 2 2 2 2 5 13
Total of Part 3 - Modifi of Rules Relating to Retirement PIans. ... 3,745 3,186 1,462 481 -159 -388 -860 -1,079 -1,127 <9350 8,714 4,311
Part 4 - Funding the Internal Revenue Service and Improving
Taxpayer Compliance
1. Funding of the Internal Revenue Service B e T Estimate to be Provided by the Congressional Budget Office -~ - = -« s oo e m e e veae v
2. Application of backup withholding and third party network
transactions tyba 12/31/21 2 -1 2] 121 121 121 12} 121 12} 12] 3 4
3. Limitation on deduction for qualified conservation
confributions made by pass-through entiti {24} 4,733 4,698 699 304 313 337 344 352 359 363 10,747 12,504
4. Modification of procedural requirements relating to
of penaties 25} 201 221 113 116 119 122 125 128 132 135 771 1.414
Total of Part 4 - Funding the Internal Revenue Service and
Improving Taxpayer C 1it 4,932 4,918 812 420 432 459 469 480 491 500 11,515 13,914
Part 5 - Other Provisions
1. Modifications to limitation on deduction of excessive
employee ion tyba 12/31/21 1,028 2,157 2,315 2438 2,536 1,841 L,119 1,139 1,158 1,178 10,473 16,909
2. Extension of tax to fund Black Lung Disability Trust
Fund [26] sa 12/31/21 101 137 135 131 32 o e - - e 536 536
3. Prohibited transactions relating to holding DISC or FSC in
individual reti agcount. saoiaoho/a 12/31/21 39 95 126 157 187 217 249 277 292 301 605 1.940
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Provision

Effective

2022 2023 2024 2025 2026 2027 2028

2029 2030 2031 202226 2022-31

b

Increase in tax on certain tobacco produs
imposition of tax on nicotine [1}
Clarification of rules regarding tobacco drawback...............
Repeal employer credit for paid family and medical

leave {27]

v

o

=

Clarification of treatment of DISC gain and distributions
certain foreign sharcholders..
Access to self-employment income information for pald
leave administration [28]

Temporary rule to altow certain S corporations to
reotganize as partnerships without tax

o«

hed

S

Treatment of certain quatified sound recording productions
[29]
L1. Payment to certain individuals who dye fuel...
12. Extension of credit for portion of employer %cml secun v
taxes paid with respect to employee tips to beauty service

AR

@

. Enhancement of work opportunity tax credit during
COVID 19 recovery period {sunset 12/31/722)....
14, Allow an above-the-line deduction of up to $2350 in union
dues paid,
15. Cover over of cerfain distilled spirit taxes [1]{31].
16. Expensing of research and amortization expenditure:
{sunset 12/31/25).
17. Pa
18. Treatment of financial guaranty insurance companies as
qualifying insurance corporations under passive foreign
investment company rules

oll eredit for compensation of local news journalists.....

19,

°

Credit {or qualified access technology for the blind
{sunset 12/31/:26).

20. Modification of REIT constructive ownership rules.............

Total of Paxt 5 - Other Provisi

generally effective

teqba DOE
demo/a 12/18/18

tyba 12/31/23
goda 12731721
DOE
to0/a 123121 &
before 1/1/24
pei tvea DOE
(30}
tyba 12/31/21
tyea DOE

tyba 12/
dsbitJSa 12/

DOE
(321

tyba 12731717 &
rma DOE

tyba 12/31/2]
tyea DOE

76 9,838 9,955 10,159

- - 101 219 168 77 44

41 86 92 95 96 97 99

- - - - Estimate Included In Item 4. Above - - - -

10371 10,539 10,710 45,026 96,760

e e e - - NOReVeRUE EffeCt - - - - - e e e e e e e

447 -1,182 -897 ~235 -269 <305 339

310 -59 6 43 112 86 43
12] 121 21 121 121 121 12

-66 69 72 475 79 -82
2,306 <2183 <1198 -395 -57
66 442 442 443 449 485 o483
A1 204 204 204 204 204 204

-29,091  -39856  -32,161 -24,133 19284 38009 29958

-l46 276 =251 240 238 -1ig
121 -1 4 4 -7 -8 -1
3750 799 23020 929 900 203

12] [2f 2] [2] [21 21 2]

TOTAL OF SUBTITLE 1 - RESPONSIBLY F

SUBTITLE J - DRUG PRICING: Selected Drug Manufacturer
Excise Tax Imposed During Noncompliance Periods.

DING OUR PRIORITIES

<25,165 33,076 23225 13,796 30,054 48,880 40,552

145,601 150,078 209,299 227,616 224,352 227,646 230,198

--------------------------------------- No Revenue Effect

26 7 489 6542
101 103 106 410 915
3690 392 416 -3000  -4.820
21 1t 2 208 -35
f2] 2] [21 -2 -4
-86 90 94 282 71t

6139 6139

-486 479 476 -1,843 -4,252
-204 =204 -204 -847 -1.867

19853 9269 4851 -105956  -4,0i6
—  -LISI 1269
-13 -13 -13 -17 74

- 23305 3,508
121 121 12 12 [21
30,630 20201 15955 65211 91,007

221,303 216371 220,337 956,940 2,072,797

23337 20,326 23269 27,592 107,350 153,711 152,181

137,780 127,484 126,802 161,217 859,166

Joint Committee on Taxation

NO

[Legend and Footnotes for the Table are on the following pages]

Details may not add to totals duc to rounding. The date of enactment is assumed to be October 1, 2021,

254!
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Legend and Footnotes for the Table:

Legend for "Effective” colunin:
apoia = amounts paid or incurred after
ar = advance refunding
ara = amounts received after
bia = bonds issued after
bimt = bond issued more than
bpisa = buildings placed in service after
bpisi = buildings placed in service in
omoa = contributions made on or after
cqba = calendar quarters beginning after
csa = constructive sales afler
cya = calendar years after
da = days after
dsbiliSa =
demo/a = drawback claims made on or after
dda = decedents dying after
DOE = date of enactment
Dma = distributions made afler

dtacmi = distributions, transfers, and contributions made in

duaa = dwelling units acquired after
ema = expenditures made after
epasa = electricity produced and sold after

[1] Estimate contains the following outlay effects:
Credit to issuer for certaia infrastructure bonds.

istifted spirits brought into the United States after

Credit for operations and maintenance costs of government-owned broadband. ..
Credit for electricity produced from certain renewable resources (sunset 12/31/31)
Extension and modification of energy credit (sunset 12/31/33)

Investment credit for electric transmission property (supset

Zero-emission nuclear power production credit (sunset 12/31/26)..

Credit for production of clean hydrogen...

Refundable new quakified plug-in electric drive motor vehicle credit for individuals

(sunset 12/31/31)...

Extension of the advanced encrgy project credit...

Qualified environmental justice credit (sunset 1231731k cimnnvcciminenmonon

Child tax credit. ..

Certain improvements 1o the child and dependent care tax
credit made permanent. ..

Payrali tax credit for child care workers. ..

Certajn improvements o the earned income tax credit made permanent.
Funds for administration of earned income fax credits in the territories.

Federal Pell Grants excluded from gross income. ..

[Foomotes for the Table continue on the following pages]

{pisa = facilities placed in service after

fsoua = fuel sold or used after

gma = gifis made after

goda = gains or distributions after

icqgba = in calendar quarters beginning afler

imi = investments made in

ityea = in taxable years ending after

itybasd = in taxable years beginning after such date
itycasd = in taxable years ending atter such date

fai = fos

arising in
s entered into afier

pa = perods after

pel = productions commencing in

pmo/a = payments made on or after

ppisa = property placed in service after

rna = reports made afier

T00/a = reorganizations oceurring oti or after

2022 2023 2024 2023 2026
256 1255 2830 4325 5999
73 38 35 32 29
87 281 498 025 1375
358 641 724 1267 2874
73 38 35 32 29
2,104 1,396 1562 1,692 792
29 g5 <125 -189 <266
65 74 83 96 114
131 178 139 112 147
328 504

83,132 943593 97,189 100,654 28205

e 3,801 3,834 3,900 3,808

257 515 517 556 576
- 10,381 10919 11,336 11,595
o 5 5 3 5
e 167 139 153 150

2027
7,048
24
2,008
3,748
24
100
-370

134
195
504

3,556

3,176
587
11,461
5

150

2028
7.844
20
2712
3,999
20

-500

149
31
504
3,510

3221
599
11,636
5

146

qeema = qualified cash contributions made affer
gsgbpa = qualified second generation biofuel
production after

s and exchanges on or after
= stock and other interests acquired or held

on or after
ta = transfers after
teoa = frusts created on or after
toa = transactions occurring after

to0/a = transfers occurring on or after

tovpola = transfers of vehicle purchased or leased after

ai = taxes paid or accrued in

taxable vears beginning after

< taxable years ending after

tyosfcba = taxable years of specified foreign corporations
beginning after

vaa = vehicles acquired after

30da =30 days after

180da = 180 days after

2029 2030 2031 202226  2022:31
8599 9398 10208 1486 57,96
5 207 256
3488 4229 5064 3066 20,568
4270 4534 4815 5866 27232
5 207 256

— 154 7,646
640 702 698 684 -3,503

165 180 182 434 1243
14 12 15 707 1,024
832 1,008 1,008 832 4,687
3500 3,537 3599 403773 421,484

3,251 3,295 3356 15433 31,732

6l 623 635 2,420 5475
1815 11,977 12,423 44,231 103,242
5 5 5 19 43

139 134 129 629 1,327
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I
Footmotes for the Table continued:
[1] Estimate contains the following outlay effects {continued): 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2022-26  2022-3)
Repeat of denial of American Opportunity Tax Credit on basis of fetony drug
conviction. .. o 6 6 6 6 6 6 5 5 5 23 50
Establishing rural and underserved pathway to practice training programs for
post-baccalaureate students, medical students, and medical residents {33]. . — - 37 82 131 203 370 614 899 1,176 250 3,514
Permanent credit for health insurance costs. .. 2 6 8 8 8 9 9 10 1 11 32 82
Inerease in tax on certain tobaceo products and imposition of tax on nicotine [34]......... =21 -77 ~119 153 -195 ~224 246 -264 254 235 -365 -1,788
Cover over of cerlain distilled spirit taxes. .. 31 204 204 204 204 204 204 204 204 204 847 1,867
[2] Loss of less than $500,000.
[3] Generally effective for calendar years after 2021. The proposal to allow the new markets tax credit be used to offset AMT liability is eftective for qualified equity investments initially made after
December 31, 2021.
[4] Effective for determinations with respect to 24-month periods (referred to in clanse (i) of section 47(c)(1)(B} of the Intemal Revenue Code of 1986) and 60-month periods (referred to in clause (i1) of such section)
which end afier December 31, 2021,
[3] Effective for atlocations and determinations of housing eredit dollar amount after December 31, 2021.
[6] The d made by sut ions {a) and (c¢) shall apply to agreements entered into or amended after the date of the enactment. The amendments made by subsection (b) shall apply fo agreements among the
owners of the project (including partners, mentbers, and their affiliated organizations) and persons described in section 42(i)(7)(A) of the Internal Revenue Code of 1986 entered in of the Intemnal Revemte Code of
1986 entered into before, on, or after the date of the esactment.
[7] Applies to buildings which receive a determination of housing credit dollar amount after the date of enactment.
[8] Generally effective taxable years beginning after the date of enactment. In the case of a qualified corporation that is a foreign corporation, to taxable years beginning after the date of enactment and to taxable years
of United States sharcholders in which or with which such taxable years of foreign corporations end.
[9] Effective for hydrogen produced after December 31, 2021, at facilities for which construction commenced on ot before December 31, 2028,
[10] Estimate inctudes the following budget effects: 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 202226 2022-3]
Total Revenue Effect 20 21 23 24 6 16 17 18 19 19 104 193
On-budget effects. 12 i3 14 15 9 10 10 11 11 12 63 117
Off-budget effects 8 8 9 9 6 7 7 7 8 8 40 77
[11] Annual base allocation amousnts end 2031, unused amounts may be reallocated through 2036,
[12] Estimate includes the following budget effects: 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2022.26  2022-31
Total Revenue Effect -199 -270 -283 -294 -344 -362 -374 -383 -394 -400 -1,390 -3,302
On-budget effects -114 -135 -l64 -171 =219 -234 -243 -248 -255 259 -823 2,061
Off-budget cflects -85 -115 -119 -123 -125 -128 -131 -135 -139 -141 -567 -1.241

[13] For purposes of this subsection, the term "termination date’ means the fater of January 1, 2025, or the date on which the Secretary of Health and Human Services makes a written certification to the Secrelary that
the Secretary of Health and Human Services has fully implemented the program described in section 1948.

[14] Generally effective for taxable years beginning after December 31, 2021, except that changes with respect fo foreign tax credit carryback or carryover are effective for laxes paid or acerved in December 31, 2021,
and changes related fo redeterminations of foreign taxes are efiective 60 days after date of enactment.

[15] Applies to taxable years of foreign corporations beginning afier PDecember 31, 2021, and to taxable years of United States shareholders in which or with which such taxable years of [oreign corporations end.

[£6] Increase in the top rate to 23% is effective for long-term capital gain and qualified dividend income generated after the date of introduction. The change to 25% rate threshold is effective for taxable
years beginning after December 31, 2021,

[17] With respect to the reporting requirements, applicable to plan vears beginning after December 31, 2021.

[18] With respect to the special rules related to inereased minimum required distributions, applicable to plan years beginning after December 31, 2021; with respeet to plan amendments, effective on date of enactment.

[19] With respect to afler-tax contributions, applicable to distributions, transfers, and contributions made after December 31, 2021,

[20] If, on the date of enactment, an individual retirement account holds an investment prohibited under section 408(a)(7) of the Internal Revenue Code of 1986 (as added by this proposal), the amendments
made by this section shall be effective with respect to such investinent for taxable years beginning after December 31, 2023.

[Footnotes for the Table continue on the following page]
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Footnotes for the Table continued:

[21] Applicable for taxes with respect to which the 3-year period under section 6501{a) of the Internal Revenue Code of 1986 (without regard to the amendment made by this section) ends after Decentber 31, 2021.

[22] Gain of less than $300,000.

[23] If, on the date of enactment, an individual retirement account holds an investment prohibited under section 408(a)(8) of the Internal Revenue Code of 1986 (as added by this proposal), the amendments made

by this section shall apply to such investment for taxable years beginning after December 31, 2023.

[24] Generally effective for contributions made after December 23, 2016. Effective for historic structures for contributions made in taxable years beginning after December 31, 2018.
[25] Repeal of Code section 6751(b) is effective as if included in section 3306 of the Internal Revenue Service Restructuring and Reform Act of 1998. Quarterly cestifications of compliance with procedural requirements

apply to notices of penalty issued affer date of enactment.
[26] The temporary increase in the amount of tax on coal terminates for sales after December 31, 2023.
[27] Estimate includes the following budget effects: 2022
Total Revenue Effec
On-budget eifects. . .
Off-budget effects. -

101 219 168 77 44 26 7
- 107 227 171 77 44 26 7

[28] Provision is necessary for the administration of a proposed family and medical leave program. The budgetary effects of that program are estimated by the Congressional Budget Office.

[29] Sunsets 12/31/25 (section 181} and 12/31/26 {(section 168(k)).

[30] Effective for cligible indelibly dyed diese! fuel or kerosene removed on or after the date which is 180 days afier the date of enactment.

[31] Preliminary estimate provided by the Congressional Budget Office and subject to review.

[32] Effective for calendar quarters during the first five calendar years beginning after the date of the enactment.

[33] Outta
[341 Outlay effects provided by the Congressional Budget Office.

rising from Medicare funding of residency positions are provided by the Congressional Budget Office.

2022-26
489
505
-17

2022-31
642
659
-17

LGVT
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prepared by the Director of the Congressional Budget Office. The Committee has requested but
not received from the Director of the Congressional Budget Office a federal mandates estimate
for the Committee’s provisions.

D. ADVISORY COMMITTEE STATEMENT

No advisory committees within the meaning of section 5(b) of the Federal Advisory
Committee Act were created by this legislation.

E.  APPLICABILITY TO LEGISLATIVE BRANCH

The Committee finds that the legislation does not relate to the terms and conditions of
employment or access to public services or accommodations within the meaning of section
102(b)(3) of the Congressional Accountability Act.

F. TaxXx COMPLEXITY ANALYSIS

Section 4022(b) of Pub. L. No. 105-266, the Internal Revenue Service Restructuring
and Reform Act of 1998 (the “RRA”), requires the staff of the Joint Committee on Taxation {(in
consultation with the Internal Revenue Service and the Treasury Department) to provide a tax
complexity analysis. The complexity analysis is required for all legislation reported by the
Senate Committee on Finance, the House Committee on Ways and Means, or any committee of
conference if the legislation includes a provision that directly or indirectly amends the Internal
Revenue Code of 1986 and has widespread applicability to individuals or small businesses.

Pursuant to clause 3(h)(1) of rule XTII of the Rules of the House of Representatives,
for each such provision identified by the staff of the Joint Committee on Taxation, a summary
description of the provision is provided below along with an estimate of the number and type of
affected taxpayers, and a discussion regarding the relevant complexity and administrative issues.

Following the analysis of the staff of the Joint Committee on Taxation are comments
of the IRS and Treasury regarding each provision included in the complexity analysis.

[Insert Complexity Analysis]

50
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DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, DC 20224

COMMISSIONER

September 17, 2021

Mr. Thomas A. Barthold
Chief of Staff

Joint Committee on Taxation
Washington, D.C. 20515

Dear Mr. Barthold:

I am responding to your letter dated September 15, 2021, in which you requested a
complexity analysis related to the Committee Report for Budget Reconciliation
Legislative Recommendations Relating to Infrastructure Financing, Green Energy,
Social Safety Net, Responsibly Funding Our Priorities, and Prescription Drug Pricing.

Enclosed are the combined comments of the internal Revenue Service (IRS) and the
Department of the Treasury for inclusion in the complexity analysis in the Committee
Report for Budget Reconciliation Legislative Recommendations Relating to
Infrastructure Financing, Green Energy, Social Safety Net, Responsibly Funding Our
Priorities, and Prescription Drug Pricing.

Our analysis covers the two provisions that you preliminarily identified in your letter: 1)
Child tax credit provisions and 2) Certain improvements to the earned income tax credit
made permanent. Please note that for purposes of this complexity analysis, IRS staff
assumed timely enactment of this legislation. If legislation is not enacted before the end
of the year, there would be complexity for IRS and for taxpayers that is not addressed in
this response.

Our comments are based on the description of the provision provided in your letter. This
analysis does not include the administrative cost estimates for the changes that would
be required. Due to the short turnaround time, our comments are provisional and
subject to change upon a more complete and in-depth analysis of the provisions.

45-536
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I hope this information is helpful. If you have any questions, please feel free to contact
me, or your staff may contact Scott Landes, Chief, Legislation and Reports Branch,
Office of Legislative Affairs, at 202-317-6985.

Sincerely,

Charles P. Rettig

Enclosure

45-536

09/26/2021



1461

Enclosure

COMPLEXITY ANALYSIS OF BUDGET RECONCILIATION LEGISLATIVE
RECOMMENDATIONS RELATING TO INFRASTRUCTURE FINANCING,
GREEN ENERGY, SOCIAL SAFETY NET, RESPONSIBLY FUNDING OUR
PRIORITIES, AND PRESCRIPTION DRUG PRICING

1. Child tax credit provisions

2021

Section 137101 makes several modifications to the child tax credit for tax year
2021. It provides that recapture is allowed without taking into account the safe
harbor amount for a child if the Secretary determines that the child was taken into
account in determining the annual advance amount due to fraud or intentional
disregard of the rules and regulations by the taxpayer. In addition, the proposal
clarifies that the annual advance amount used to make advance payments may
be determined based on other information known to the Secretary.

2022

Section 137102 extends and modifies the child tax credit and advance payments
of the credit for tax year 2022, The provision extends the expansions to the child
tax credit made by ARPA, Pub. L. No. 117-2, through tax year 2022. These
extensions inciude (i) full refundability for taxpayers who have a principal place of
abode in the United States for more than one-half of the year or who are bona
fide residents of Puerto Rico for the tax year, (ii) the increase in the age limit of a
qualifying child for purposes of the child tax credit to include children who have
not attained age 18, (iii) the increase in child tax credit amount to $3,000, and
$3,600 for qualifying children who have not attained the age of 6, (iv) the
apptication of the initial phaseout to the increased child tax credit amount at the
following applicable threshold amounts: $150,000 for taxpayers filing jointly or
surviving spouses, $112,500 for head of household taxpayers, and $75,000 for
all other taxpayers, (v) certain rules regarding payments to the territories and
payments directly to the territory residents with respect to the child tax credit, and
(vi) advance periodic payments of the child tax credit under section 7527A.

The provision changes the modified AGI used for purposes of the income
phaseout to be the lower modified AGI of the current tax year or the preceding
tax year. The provision also changes the identification requirement of the
qualifying child to be a taxpayer identification number instead of a Social Security
number. The provision increases the safe harbor amount for purposes of
reconciling aggregate advance payments to be the full amount of the applicable
child tax credit. Finally, the provision indexes the child tax credit and other
dependent credit amounts and the initial phaseout thresholds for inflation
beginning in tax year 2022 and using the CPI (rather than the chained CPI).

GAD 45-536 09/26/2021
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2023

Section 137103 creates a new monthly refundable child tax credit for tax years
2023 through 2025 in lieu of the existing child tax credit in section 24. The
monthly credit amount is $250 for each specified child, or $300 for each specified
child who will not have attained age six as of the close of the tax year. The
monthly tax credit is reduced under two separate phaseouts, similar to the child
tax credit in 2021 and 2022, but the modified AGI used for purposes of the
income phaseouts is the lowest modified AGI among the current tax year and the
two preceding tax years. The credit amounts and initial phaseout thresholds are
indexed for inflation beginning in tax year 2023 (as if annual inflation adjustments
started in 2022) and using the CPI. The credit is fully refundable for taxpayers
who have a principal place of abode in the United States or Puerto Rico for more
than one-half of the month. Taxpayer must establish presumptive eligibility for a
specified child to claim a monthly child tax credit and receive advance payments
of the credit.

The provision creates a new definition of specified child. The new definition has
several factors, including whether the child receives care from the taxpayer.
Under the provision, the taxpayer is eligible for the full year of monthly credits
during the year of birth or year of death of a child. The provision also creates tie-
breaking rules in the event that a child may be a specified child with respect to
more than one taxpayer in a month. The provision contains rules for
disallowance in the event of prior fraudulent, reckless, or improper claims. The
name and taxpayer identification number of the specified child must appear on
the return to claim the credit, and the taxpayer identification number must be
issued on or before the due date of the return.

The provision also provides for monthly advance child payments of the monthly
child tax credit for tax years 2023 through 2025 for taxpayers who have
established presumptive eligibility. The advance payment is the amount
estimated by the Secretary as the monthly child tax credit amount but based on
prior year tax return information, information provided through an on-line IRS
portal, or through any other method of providing information as established by
the Secretary. To establish presumptive eligibility for the advance payment, the
taxpayer may provide information related to eligibility by the methods described
above. Presumptive eligibility ends in the event of fraud or intentional disregard,
notice from the Secretary regarding questions of eligibility, and failure of the
taxpayer to make the required annual renewal of presumptive eligibility. The
Secretary may allow for automatic presumptive eligibility for newborns and
children with respect to whom a government entity has provided certain
information to the Secretary.

The provision creates special rules in the event of competing claims for a
monthly advance child payment of a specified child by more than one taxpayer
for the same month. The Secretary shall establish procedures to expeditiously
adjudicate such competing claims. The Secretary may make retroactive

GAD 45-536 09/26/2021
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payments following the adjudication to the proper taxpayer if the taxpayer did not
receive payments during the adjudication. The provision also allows retroactive
monthly advance payments during grace periods or in the event of hardship.

Monthly advance child payments in excess of the monthly child tax credit are
subject to recapture only in certain specified circumstances. The Secretary must
provide annual notice to the taxpayer of the aggregate amount of advance
payments made and whether any amount is subject to recapture. The Secretary
must take the receipt of advance payments into account in determining
withholding rules.

Under the provision, the Secretary will cover over the costs of the child tax credit
to the territories of Guam, the Commonwealth of the Northern Mariana islands,
the U.S. Virgin Islands, and American Samoa. Puerto Ricans will receive
advance payments and the monthly child tax credit directly from the U.S.
government.

Finally, for tax years 2023 through 2025, the provision modifies the existing credit
for other dependents by creating a new credit with similar rules to the existing
credit. The $500 credit amount is indexed for inflation beginning in 2023 (as if
annual inflation adjustments started in 2022) using the CPl. The credit is subject
to one phaseout beginning at the following applicable threshold amounts:
$400,000 for taxpayers filing jointly or surviving spouses, $300,000 for head of
household taxpayers, and $200,000 for all other taxpayers.

Section 137104 provides that after tax year 2025, when the operable child tax
credit rules are those in section 24 but without the ARPA expansions, the child
tax credit is fully refundable for taxpayers who have a principal place of abode in
the United States for more than one-half of the year or who are bona fide
residents of Puerto Rico for the tax year.

IRS and Treasury Comments:

« Forms would be revised, including to allow taxpayers to establish
presumptive eligibility on the tax return and, for 2023 through 2025.

e Programming changes would be needed for external IRS online tools to
educate and inform taxpayers about the changes and Internal tools used
by IRS customer service employees will also require changes.

¢ Greater fallout of returns due to improper reconciliation of advance
payments. This results in increased manual processing and processing
times.

¢ Significantly increased call volumes would result in the need to add or
enhance phone lines, develop or enhance chat and voice bot capabilities,
and monitoring of phones and bot volumes.
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- Provide customer service support to taxpayers with questions
related to eligibility for the advance payment and payments,
including payment traces.

- Provide customer service support to taxpayers with issues at filing,
Math Errors, Amended Returns/Adjustments, etc.

- Provide customer service support for taxpayer responses to new
notices, letters, and general correspondence.

¢ Internal Revenue Manuals and employee training would be updated.

¢ Internal communications would be shared with all employees and external
communications with the public would need updating and sharing.

¢ IRS would need to update webpages and other publicly available
information.

s The statutory language would require the creation of an entirely new
process for issuing advance payments to eligible taxpayers for tax years
2023 through 2025 based on monthly determinations of presumptive
eligibility and a new portal for taxpayers to provide information about mid-
year changes to eligibility and to opt out of the revised advance payment
program.

¢ The new process would require significant staffing to adjudicate competing
claims for advance payments for a specified child by more than one
taxpayer based on the monthly residency of the specified child, including
whether the residency of the child is permanent or temporary.

¢ IRS would be required to develop, update, and issue millions of additional
notices.

s The statutory language with regard to the determination of the CTC allows
the taxpayer to rely on a lower prior year modified adjusted gross income
(AGI) but does not provide the benefit as an election. While this benefit
allows a taxpayer a higher credit amount when the taxpayer’s income
increases in the later year, providing the benefit as an automatic rule
presents a recordkeeping burden for taxpayers and, as compared to the
use of an election as is done with the earned income credit and prior
disaster relief provisions, will delay tax refunds for many taxpayers who
fail to consider prior year AGl when claiming the CTC when their incomes
have increased.

s The statutory language with regard to the determination of the CTC for
2023 through 2025 requires the development of programming to track
monthly presumptive eligibility and requires allowing the CTC for a
specified child under a definition that differs from the unified definition of a
qualifying child for other refundable credits to be claimed on those tax
returns.

s Existing regulations regarding tax return preparer due diligence at 26
C.F.R. § 1.6695-2 would need to be revised in order to give effect to the
addition of the monthly CTC to the due diligence requirements in section
6695(g)(2).

¢ Programming changes would be required to incorporate the changes into
the appropriate processing and compliance systems.
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« The proposed statutory changes would require taxpayers to maintain
records of the advance payments received in order to properly reconcile
their entitlement to CTC on their tax return and could lead to additional
disputes between taxpayers and the IRS about the amount of advance
payments and offsets when advance payments are not made and the
additional CTC is claimed on a filed return.

+ Revisions to the applicable lead sheets for Examination use would be
needed for tax year 2023 through 2025.

¢ Plans would need to be written or revised with the Territories to distribute
the monies.

¢ |ssuing payments to bona fide residents of PR will require programming
and process changes. Also, agreements of data/information sharing
would need to be evaluated if one already exists OR created if none
currently exists.

e Compliance challenges:

- Section 137102 this provision eliminates the Social Security
Number requirement for qualifying children, which was added by
the Tax Cuts and Jobs Act (TCJA). Eliminating the SSN entirely
would mean that the IRS would make many more improper
payments. It would be difficult to track duplicate dependents,
ineligibie dependents due to age and deceased dependents.

- Adjustments are needed to Section 6103 and other
disclosure/privacy provisions in the Code to allow data sharing in
the specific instance related to advance payments. This is due to
the fact that the current provisions envision data sharing only of
filed returns and view that taxpayer data is individualistic rather
than a household. However, the advance payment program uses
an anticipated/estimated return.

+ Increased coordination with the software industry and preparers on
changes to the law and forms.

2. Certain improvements to the earned income tax credit made permanent

Section 137401 makes permanent certain temporary changes to the EITC that
currently apply only to taxable years beginning in 2021. For taxable years
beginning after 2021, the provision makes certain changes to the “childless
EITC” to: (1) lower the minimum age to (i) 24 for certain specified students; (ii) 18
for qualified former foster youth and qualified homeless youth; and (iii) 19 in all
other cases; (2) remove the maximum age; and (3) increase (i) the credit and
phaseout percentages to 15.3 percent, (ii) the earned income amount to $9,820,
and (iii) the beginning of the phaseout range to $11,610. The earned income
amount and beginning of the phaseout range are adjusted for inflation starting in
2022. The provision directs the Secretary to develop procedures to use
information returns under section 6050S to check the status of individuals as
specified students.
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The provision permits a taxpayer to elect to calculate the taxpayer’s EiTC for

taxable years beginning after 2021 using preceding year rather than current year
earned income, if the taxpayer's earned income in the preceding year is less than

in the current year.

IRS and Treasury Comments:

The proposal could require the IRS to enter into multiple/numerous
agreements to obtain information about former foster children and
qualified homeless youth; and may require programming to accept and
integrate that information into processing systems.

The proposed statutory changes could require additional taxpayer record
keeping relative to current law for former foster children, qualified
homeless youth and certain students, and could lead to additional
disputes between taxpayers and the IRS, especially with regard to these
new categories of eligible recipients.

Revisions to the applicable lead sheets for Examination use would be
needed. Instructions and publications would need to be updated to reflect
inflationary adjustments.

Plans would need to be written or revised with the Territories to distribute
the monies.
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List of Provisions in the Complexity Analysis

Child tax credit provisions (secs. 137101 through 137104 of the bill)
Summary description of provision

2021

Section 137101 makes several modifications to the child tax credit for tax year 2021. It
provides that recapture is allowed without taking into account the safe harbor amount for a child
if the Secretary determines that the child was taken into account in determining the annuat
advance amount due to fraud or intentional disregard of the rules and regulations by the taxpayer.
In addition, the provision clarifies that the annual advance amount used to make advance
payments may be determined based on other information known to the Secretary.

2022

Section 137102 extends and modifies the child tax credit and advance payments of
the credit for tax year 2022, The provision extends the expansions to the child tax credit made
by ARPA, Pub. L. No. 117-2, through tax year 2022. These extensions include (1) full
refundability for taxpayers who have a principal place of abode in the United States for more
than one-half of the year or who are bona fide residents of Puerto Rico for the tax year, (ii) the
increase in the age limit of a qualifying child for purposes of the child tax credit to include
children who have not attained age 18, (iii) the increase in child tax credit amount to $3,000, and
to $3,600 for qualifying children who have not attained the age of 6, (iv) the application of the
initial phaseout to the increased child tax credit amount at the following applicable threshold
amounts: $150,000 for taxpayers filing jointly or surviving spouses, $112,500 for head of
household taxpayers, and $75,000 for all other taxpayers, (v) certain rules regarding payments to
the U.S. territories and payments directly to the territory residents with respect to the child tax
credit, and (vi) advance periodic payments of the child tax credit under section 7527A.

The provision changes the modified adjusted gross income (“AGI”) used for purposes
of the income phaseout to be the lower modified AGI of the current tax year or the preceding tax
year. The provision also changes the identification requirement of the qualifying child to be a
taxpayer identification number instead of a Social Security number. The provision increases the
safe harbor amount for purposes of reconciling aggregate advance payments to be the full
amount of the applicable child tax credit. Finally, the provision indexes the child tax credit and
other dependent credit amounts and the initial phaseout thresholds for inflation beginning in tax
year 2022. The inflation indexing is based on changes in the consumer price index (“CPI”)
rather than on so-called chained CPI.

2023

Section 137103 creates a new monthly refundable child tax credit for tax years 2023
through 2025 in lieu of the existing child tax credit. The monthly credit amount is $250 for each
specified child, or $300 for each specified child who will not have attained age six as of the close
of the tax year. The monthly credit is reduced under two separate phaseouts, similar to the child
tax credit in 2021 and 2022, but the modified AGI used for purposes of the income phaseouts is
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the lowest modified AGI among the current tax year and the two preceding tax years. The credit
amounts and initial phaseout thresholds are indexed for inflation beginning in tax year 2023 (as
if annual inflation adjustments started in 2022) based on changes in the CPI (rather than the
chained CPI). The credit if fully refundable for taxpayers who have a principal place of abode in
the United States or Puerto Rico for more than one-half of the month. Taxpayer must establish
presumptive eligibility for a specified child to claim a monthly child tax credit and receive
advance payments of the credit.

The provision creates a new definition of specified child. The new definition has
several factors, including whether the child receives care from the taxpayer. Under the
provision, the taxpayer is eligible for the full year of monthly credits during the year of birth or
year of death of a child. The provision also creates tie-breaking rules that apply if a child
otherwise may be a specified child with respect to more than one taxpayer in a month. The
provision disallows the credit if a taxpayer made certain prior fraudulent, reckless, or improper
claims. The name and taxpayer identification number of the specified child must appear on the
return to claim the credit, and the taxpayer identification number must be issued on or before the
due date of the return.

The provision also provides monthly advance child payments of the monthly child tax
credit for tax years 2023 through 2025 for taxpayers who have established presumptive
eligibility. The advance payment is the amount estimated by the Secretary as the monthly child
tax credit amount but based on prior year tax return information, information provided through
an on-line IRS portal, or through any other method of providing information as established by
the Secretary. To establish presumptive eligibility for the advance payment, the taxpayer may
provide information related to eligibility on a prior year tax return, through the on-line portal, or
another method established by the Secretary. Presumptive eligibility ends in the event of fraud
or intentional disregard, notice from the Secretary regarding questions of eligibility, or failure of
the taxpayer to make the required annual renewal of presumptive eligibility. The Secretary may
allow automatic presumptive eligibility for monthly advance payments for newborns and
children with respect to whom a government entity has provided certain information to the
Secretary.

The provision creates special rules in the event of competing claims for a monthly
advance child payment of a specified child by more than one taxpayer for the same month. The
Secretary is required to establish procedures to expeditiously adjudicate competing claims. The
Secretary may make retroactive payments following the adjudication to the proper taxpayer if the
taxpayer did not receive payments during the adjudication. The provision also allows retroactive
monthly advance payments during grace periods or in the event of hardship.

Monthly advance child payments in excess of the monthly child tax credit are subject to
recapture only in certain specified circumstances. The Secretary must provide annual notice to
the taxpayer of the aggregate amount of advance payments made and whether any amount is
subject to recapture. The Secretary must take the receipt of advance payments into account in
determining withholding rules.

Under the provision, the Secretary will cover over the costs of the child tax credit to the
territories of Guam, the Commonwealth of the Northern Mariana Islands, the U.S. Virgin
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Islands, and American Samoa. Residents of Puerto Rico will receive advance payments and the
monthly child tax credit directly from the U.S. Treasury.

Finally, for tax years 2023 through 2025, the provision modifies the existing credit for
other dependents by creating a new credit with similar rules to the existing credit. The $500
credit amount is indexed for inflation beginning in 2023 (as if annual inflation adjustments
started in 2022) using the CP1. The credit is subject to one phaseout beginning at the following
applicable threshold amounts: $400,000 for taxpayers filing jointly or surviving spouses,
$300,000 for head of household taxpayers, and $200,000 for all other taxpayers

Section 137104 provides that after tax year 2025, when the operable child tax credit rules
are those in section 24 but without the ARPA expansions, the child tax credit is fully refundable
for taxpayers who have a principal place of abode in the United States for more than one-half of
the year or who are bona fide residents of Puerto Rico for the tax year.

Number of affected taxpayers

It is estimated that the provision will affect approximately 40 million tax returns in
2022, 50 million tax returns in 2023 through 2025, and 3 million tax returns in tax years after
2025.

Discussion

The IRS will need to modify forms, instructions, and publications to reflect each of
the changes to the child tax credit, including the change in the safe harbor amount and applicable
modified AGI for 2022 and establishment of a monthly child tax credit for tax years 2023
through 2025, described above. The IRS also will need to issue regulations or other guidance to
clarify rules regarding eligibility for and the amount of the credit. Taxpayers newly eligible for
the child tax credit may have to keep additional records. The changes may result in an increase
in disputes with the IRS, especially with respect to adjudicating competing claims for
presumptive eligibility for a specified child. The IRS will need to set up an adjudication system
for such competing claims.

In order to continue the advance payment program established in 2021, the IRS will
need to modify forms, instructions, and publications. It will need to provide for a method of
annual renewal for taxpayers to establish presumptive eligibility for the credit. It will also need
to maintain and modify an online portal or other specified mechanisms that allow taxpayers to
elect in or out of the program, establish presumptive eligibility, and provide additional
information. The IRS will need to provide processes for automatic presumptive eligibility in
certain circumstances. The IRS will need to set up processes to allow grace periods and hardship
payments. The IRS will also need to send an annual notice to taxpayers providing the aggregate
amount of advance payments. Regulatory guidance may be necessary to provide additional rules
for the advance payment program and reconciliation. This program will require significant
programming and other information technology changes. Taxpayers will need to maintain
records of advance payments received but will be assisted by receipt of the IRS notice. The
advance payments and reconciliation may result in an increase in disputes with the IRS. The
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advance payment program and reconciliation may also increase tax preparation costs for
individuals.

The application of the provision to those with a principal place of abode in Puerto
Rico will require the IRS to create new forms, instructions, and publications for these residents
to file returns with the United States to claim the child tax credit. Regulatory guidance may be
necessary to provide additional rules for these individuals. These individuals will need to keep
additional records to establish eligibility for the child tax credit. There may be additional
disputes between these individuals and the IRS about eligibility for the child tax credit and
calculation of the child tax credit. Finally, these individuals will have increased tax preparation
costs because they will have to claim the child tax credit or advance payments of the credit with
the IRS.

Certain improvements to the earned income tax credit made permanent (sec. 137401 of the
bill

Summary description of provision

Section 137401 makes permanent certain temporary changes to the EITC that
currently apply only to taxable years beginning in 2021. For taxable years beginning after 2021,
the provision makes certain changes to the “childless EITC” to: (1) lower the minimum age to (i)
24 for certain specified students; (ii) 18 for qualified former foster youth and qualified homeless
youth; and (iii) 19 in all other cases; (2) remove the maximum age; and (3) increase (i) the credit
and phaseout percentages to 15.3 percent, (ii) the earned income amount to $9,820, and (iii) the
beginning of the phaseout range to $11,610. The eamed income amount and beginning of the
phaseout range are adjusted for inflation starting in 2022. The provision directs the Secretary to
develop procedures to use information returns under section 60508 to check the status of
individuals as specified students

The provision permits a taxpayer to elect to calculate the taxpayer’s EITC for taxable
years beginning after 2021 using preceding year rather than current year earned income, if the
taxpayer’s earned income in the preceding year is less than in the current year.

Number of affected taxpayers
It is estimated that the provision will affect approximately 37 million tax returns.
Discussion

The IRS will need to modify forms, instructions, and publications to reflect the
changes to the EITC due to the provision. It will also need to continue to use procedures for
taxable year 2021 or create new procedures to determine specified student, qualified former
foster youth, and qualified homeless youth status. Regulatory or other guidance may be
necessary. Taxpayers newly eligible for the “childless EITC” may have to keep records, such as
information about self-employment income, necessary for the determination of the EITC. Ttis
not otherwise anticipated that taxpayers will need to keep additional records due to the
provisions, or that compliance with the provision will impose new costs on
taxpayers. Determination of qualified former foster youth or qualified homeless youth status
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may result in an increase in disputes with the IRS. Otherwise, the provisions should not result in
an increase in disputes with the IRS. In addition, the provision should not increase the tax
preparation costs for most individuals.

G. CONGRESSIONAL EARMARKS, LIMITED TAX BENEFITS, AND LIMITED TARIFF BENEFITS

With respect to clause 9 of Rule XXI of the Rules of the House of Representatives,
the Committee has carefully reviewed the provisions of the subtitle, and states that the provisions
of the committee print do not contain any congressional earmarks, limited tax benefits, or limited
tariff benefits within the meaning of the rule.

H. DUPLICATION OF FEDERAL PROGRAMS

In compliance with clause 3(c)(5) of Rule XIII of the Rules of the House of
Representatives, the Committee states that no provision of the committee print establishes or
reauthorizes: (1) a program of the Federal Government known to be duplicative of another
Federal program; (2) a program included in any report to Congress pursuant to section 21 of
Public Law 111139; or (3) a program related to a program identified in the most recent Catalog
of Federal Domestic Assistance, published pursuant section 6104 of title 31, United States Code.
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CHANGES IN EXISTING LAW MADE BY THE COMMITTEE PRINT,
AS TRANSMITTED

With respect to clause 3(e) of rule XIII of the Rules of the House of Representatives, the
Committee requested but did not receive the text of changes in existing law made by the
subtitle, as reported.

DISSENTING VIEWS

© [“2D WMSubtitle[] Views Insert”]
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DISSENTING VIEWS ON SUBTITLE F.
BUDGET RECONCILIATION LEGISLATIVE RECOMMENDATIONS RELATING TO
INFRASTRUCTURE FINANCING

Improving America’s infrastructure has always been achieved by both parties in
Congress working together. It’s a unifying, bipartisan issue that reflects our common belief that
a growing nation deserves infrastructure that is growing with it. Unfortunately, Democrats’
approach was crafted behind closed doors with no input from Republicans.

Worse, pairing infrastructure spending with crippling tax hikes sabotages America’s recovery,
hurts working families, and drives U.S. jobs overseas. We cannot fund infrastructure on the
backs of American workers.

Our top infrastructure priority must be attracting more private funding. America lags the rest of
the world in private-sector infrastructure investment. Public-private partnerships driven by
private-sector dollars are much more common outside the United States.

According to a World Bank database, private investors have invested $356 billion in
transportation infrastructure projects outside the U.S. since 1990. U.S. public-private partnership
programs, like the $15 billion transportation private activity bonds program, pale in comparison.
We should work on a bipartisan basis to expands private investment and reduce our dependence
on taxpayer funding. Unfortunately, Democrat’s partisan plan does the opposite.

This subtitle creates new “qualified infrastructure bonds™ in the vein of Obama-era “Build
America Bonds” (BABs), which offer direct-pay subsidies to government issuers of
infrastructure bonds. In contrast to municipal bonds and tax-exempt private activity bonds,
which offer tax-exempt treatment of interest income to the investor, direct-pay bonds provide
direct funding from Treasury to the bond issuer. This means that individuals not subject to
foreign tax, like billionaire foreign investors, receive the same benefits as an American investor.
We should not be creating a new loophole for wealthy investors in tax haven jurisdictions.

As with BABs, qualified infrastructure bonds are granted a subsidy of up to 35 percent of the
interest on the bond. A 2011 report by the Obama Treasury Department concluded that the 35
percent subsidy rate was more generous than necessary to offset the cost of taxable financing and
resulted in an unexpected direct $20 billion subsidy to states. The Obama Administration even
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proposed reinstating BABs at a lower subsidy rate that would be “revenue neutral.” Thus, a 35
percent subsidy rate is not a responsible use of federal taxpayer dollars.

Democrats also repeal an important safeguard included in the 2017 tax reform law — preventing
state and local governments from using “advance refunding” to refinance tax-exempt bonds.
Prior to the 2017 tax law, state and local governments could refinance tax-exempt bonds by
issuing new tax-exempt bonds far in advance of the redemption of the original bond. This
allowed state and local governments to capture the benefits of lower prevailing interest rates.

By repealing this safeguard, Democrats open the door to no limit on the number of times that
tax-exempt bonds can be refinanced (i.e., advance refunded). As a result, state and local
governments could issue and have outstanding multiple tax-exempt bonds for the same project
for extended periods of time. The federal taxpayer should not be required to subsidize the same
project multiple times.

Broadband internet service is critical to advancing opportunities for all Americans, yet millions
of Americans remain without access to high-speed broadband networks. Unfortunately, this
legislation does not focus on areas of the country that currently lack coverage. Instead, it
encourages overbuilding and allows government to unfairly compete against private companies
with taxpayers left footing the bill.

Finally, this subtitle applies Davis-Bacon prevailing wage requirements to both BABs and

exempt facility bonds for infrastructure projects, which will drive up costs and reduce the return
on taxpayers’ investment.
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DISSENTING VIEWS ON SUBTITLE G.
BUDGET RECONCILIATION LEGISLATIVE RECOMMENDATIONS RELATING TO
GREEN ENERGY

Democrats have made an unfortunate departure from smart, pro-growth tax policy that
promotes innovation, investment, and jobs. Instead, they wade into command-and-control
industrial policy, where favored industries win and everyone else loses.

The American entrepreneurial spirit has led to unprecedented innovation, growth, and prosperity.
When Americans step onto a fair and level playing field, they can compete with anyone in the
world and win. A fair tax system with a broad base and low rates provides the level playing field
and promotes innovation and jobs. That was the goal and result of the 2017 tax reform law,
which led to unprecedented wins for U.S. workers and record investment in research and
development.

A broad-base, low-rate tax system also ensures that the tax burden on any specific business is
neither too low nor too high and everyone pays their fair share. When considered with the other
subtitles, this subtitle will result in fewer businesses paying effective tax rates close to the
statutory rate. Although tax rates are increased, favored industries receive huge new corporate
tax breaks that will allow big businesses to escape paying taxes.

By expanding generous tax subsidies for technologies that have been around for nearly three
decades, the proposed legislation also discourages innovation in new technologies that would
have to try to compete with heavily subsidized market-dominating technologies. Republicans
believe American solutions for cleaner energy sources will come from innovation and creativity,
not through market control and corporate welfare for established technologies.

Republicans are encouraged to see businesses reducing their greenhouse gas footprint and
individuals making choices that stimulate the development of energy technology. The best way
for the government to achieve shared environmental goals is to take the thumb off the scale,
avoid market disruptions, and allow American entrepreneurs to create a cost-efficient path for
consumers and government alike.

When government tries to pick winners among favored industries and losers among disfavored
industries, the result will be waste and failed investment of taxpayer dollars. With lower rates
and a broader tax base that excludes unnecessary taxpayer-funded subsidies, businesses will have
the investment dollars and proper incentives to create a new energy future.

The new and expanded cash tax credits for luxury electric vehicles (EVs) included in this subtitle
are egregious examples of cronyism and unnecessary taxpayer subsidies. The EV credit for
individuals rewards the wealthy and inflates the cost of vehicle, all at the federal taxpayer’s
expense. There is no reason that a wealthy household earning $800,000 needs to receive up to
$12,500 for each EV they purchase. Similarly, the EV tax credit for businesses will reward
wealthy corporations and allow them to avoid paying their fair share.
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Republicans believe that workers driving a used car and paying the gas tax should not be footing
the bill for the luxury EVs of the wealthy or their wear-and-tear on the roads. A factory worker
driving a pickup to work to provide for his or her family shouldn’t see lower wages or higher
taxes so that a top 1% household in California can get a write-off for their new Tesla.

Democrats have also rushed through this policy without a full vetting, making clear the folly of
trying to implement industrial policy. Only one car currently on the market meets all of the
qualifications for the full EV tax credit, and starting this week, it comes with the following
warning: “In an effort to reduce potential damage to structures and nearby vehicles in the rare
event of a potential fire, we recommend parking on the top floor or on an open-air deck and park
50 feet or more away from another vehicle. Additionally, we still request you do not leave your
vehicle charging unattended, even if you are using a charging station in a parking deck.”

In addition, the inclusion of the direct-pay option for tax credits represents a total departure from
the model of a tax on income. Tax credits are intended to provide an incentive for successful
firms to (1) pursue preferred activities that may be less profitable than alternatives, or (2) reduce
a preferred cost that they may not have otherwise undertaken. Tax credits that prop up firms that
are unsuccessful and may never become successful create a major risk wasted taxpayer dollars.

Direct pay tax credits operate as grants administered through the tax code, but without the typical
government oversight, transparency, and limits of traditional grants. And the generous tax
credits in this subtitle do not provide the government with an equity stake in the businesses in
which they have made a de facto equity investment.

Direct pay tax credits also create backwards incentive to support higher business tax rates
because the value of a tax credit increases with the tax rate it is offsetting. The Democrats’ plan
is to increase business taxes across-the-board, and then provide special loopholes and tax shelters
to the subset of businesses that they favor.

Some sections of this subtitle provide for “bonus” tax credits contingent on the use of domestic
steel, aluminum, and manufactured products or on certain domestic assembly and local content
requirements. Such requirements can raise questions about consistency with U.S. obligations
under certain World Trade Organization agreements, and the Majority has not provided
Committee Republicans with any analysis of these considerations.

Finally, the labor requirements in the proposed legislation run counter to the purported goal of
cleaner energy production. These requirements will increase the cost of green energy projects
and goods, so every dollar spent goes a shorter distance. This is just another example of how the
Democrat’s “government knows best” approach often makes it more difficult to achieve their
intended outcome.

Trying to be constructive, we offered amendments to improve this legislation. At every turn, we

were rebutfed by our colleagues on the other side, who defeated our efforts on technicalities or
with prearranged party-line votes.
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Here are some of the common-sense amendments that were opposed by our colleagues:

o “The Green New Deal Elimination and Middle-Class Family Protection Amendment” —
would strike the green energy tax subsidies and avoid hundreds of billions in offsetting
tax increases that will be borne by ordinary Americans.

e “The No Corporate Welfare Amendment” — would eliminate eligibility for commercial
EV tax credits for any big business with income over $5 million.

e “The No Tax Breaks for the Top 1% Amendment” — would reduce the maximum income
threshold for EV tax credits from $800,000 to $150,000 ($75,000 for single filers).

e “The Corporate Welfare Elimination Amendment” — would eliminate the direct pay
option for green subsidies for any big business with income over $5 million.

In Democrats’ rush to spend $3.5 trillion, they included numerous loopholes and subsidies to
wealthy individuals and hand-picked businesses. That’s not the path to strong economic growth.
A smarter tax system with a broader base and lower rates is proven to generate prosperity and
opportunity for all Americans.
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DISSENTING VIEWS ON SUBTITLE H.
BUDGET RECONCILIATION LEGISLATIVE RECOMMENDATIONS RELATING TO
SOCIAL SAFETY NET

Committee Republicans oppose all parts of Subtitle H. In Subtitle H, Democrats are
turning the Child Tax Credit on its head by completely de-linking the credit from earnings and
work in an unprecedented attempt to start using the IRS to distribute cash welfare — at a cost of
$556 billion. This is the most expensive item on the Democrat’s tax hikes and spending spree
wish list. These monthly payments will flow, no strings attached, regardless of whether the
recipient earned any income or worked.

This policy originated in the partisan American Rescue Plan Act (ARPA) (P.L. 117-2), where
Democrats increased the child tax credit by 80 percent, from $2,000 to $3,600, and made the
credit fully refundable regardless of income or earnings. In addition, the bill required the IRS to
advance payments on a monthly basis. These changes were set to expire at the end of 2021.
Prior to ARPA, in order to receive the child tax credit, families had to report at least $2,500 in
income and the credit was refundable up to $1,400. Subtitle H provides an additional year
extension through 2022 and then extends the CTC to 2025 with several changes that make it
more susceptible to fraud and abuse.

America’s struggling families need good-paying jobs, not more emergency spending and endless
government checks. Democrats are using temporary emergency COVID relief as a backdoor to
create permanent new welfare-without-work programs that foster greater dependence on
government and pay people more not to work. According to scholars at the American Enterprise
Institute, by ending CTC work requirements, Democrats will destroy up to 451,000 jobs.!

With more than 10 million job openings and national worker shortage in a post-COVID
economy, the country can’t afford to relegate an entire generation of workers to the sidelines. A
Wall Street Journal Op-Ed laid out the big picture well:

“Under the guise of pandemic relief, the federal government would give a nonworking
single parent with two preschool-age children and one in grade school $850 a month.

This would come on top of other government benefits, including 3680 a month in food
stamps, amounting to $18,360 in combined annual income.

That’s the equivalent, without accounting for taxes, of working 28 hours a week at $12.50
an hour. On top of that, the family would receive health insurance from Medicaid, and it
may also receive housing and child-care assistance. Government benefits to nomworking
households that are this generous are bound to reduce employment.?

It is especially pernicious that Democrats have been champions of the policy in this subtitle — to
send monthly checks to non-earner, non-working households with children — as a way to

*American Enterprise Institute, “Unintended Consequences: Democrat’s child tax credit will cost jobs,” April 22,
2021.

2 Wall Street Journal, “Democrats’ Stealth Plan to Enact Universal Basic Income,” Robert Doar and Matt
Weidinger, March 2, 2021.
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decrease child poverty. Democrats’ version of the CTC will hold people down by keeping them
reliant on government handouts. This is the opposite of how a safety net should work.

No amount of endless government checks —no matter how well-intentioned—can address the
underlying challenges that could be holding a family back from success and economic
independence.

Democrats big spending proposals in this bill, like the CTC, equate to turning a blind eye on
America’s most vulnerable families — what Arthur Brooks so artfully phrased as the “soft bigotry
of low expectations.” Families in poverty almost always face multiple challenges, such as a
skills gap, language barriers, or lack of access to education, and/or have underlying problems
that perpetuate the cycle of poverty — from domestic violence, addiction, and abuse and neglect,
to unaddressed mental health problems. In Subtitle H, Democrats would create a system of
automatic benefits that send poor families a check and walk away, as if the absence of money
were the only obstacle families in poverty face. The human connection is pivotal.

Americans are a generous people. In fact, American taxpayers fund a social safety net of more
than 80 programs to the tune of $1 trillion a year as a commitment to reducing child poverty and
helping those in need. But there’s one fundamental value American’s have consistently held
across the political spectrum. It’s about personal responsibility and work in exchange for
benefits. We all know that families, particularly the children in those families, do best when
parents are connected to jobs and moving up the economic ladder. This subtitle goes in the
opposite direction.

Instead of anchoring those in poverty to endless checks—Republicans believe we should be
empowering them to seize greater opportunity and success for themselves and their children by
linking them to jobs and the supportive services they need. The human connection is pivotal.
Case management practices that promote work and focus on people, not programs, can help
families set goals, connect them to needed services, and show them a path forward.

Committee Republicans offered an amendment to re-instate the $2,500 earnings work
requirement and ensure that income from CTC counts towards eligibility for federal means-
tested benefit programs. Democrats unanimously rejected this amendment to link federal
benefits to the pursuit of work and the skills that lead to work.

Subtitle H, like many of the new programs in this bill, also is not well-targeted and would benefit
high-earner households. Wealthy Americans earning well over $200,000 a year will receive
checks whether they want them or not. In addition, the new monthly cash payment system of
CTC will serve as a powerful magnet for fraudsters and identity thieves. We know that improper
payments have persisted in Earned Income Tax Credit payments, rising from $15.6 billion (23.8
percent) in 2015 to $17.4 billion (25.3 percent of all payments) in 2019. A concerning pattern
also exists for Additional Child Tax Credit (ACTC).

House and Senate Democrats should take a closer look at this bill. In the rush to claim
ownership, Committee Democrats have created a shoddily constructed program with serious
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design flaws. The subtitle makes a number of eligibility changes to CTC beginning in 2023 that
raise even more concerns about the susceptibility to fraud and abuse.

First, the bill would change the definition of “qualified child” to “specified child.” Broadly, the
definition in the draft text is based on who the child lives with during the month and who
provides care for the child during that month. This is a broader definition of a qualifying child
which may allow non-relatives (i.e., kinship caregivers) and other relatives who care for the child
to receive the benefit, again with no safeguards in place to prevent identity theft or assurances

that the child actually lives with the person claiming the credit.

The bill would also allow for the Secretary of Treasury to provide “presumptive eligibility” to
families on a monthly basis. Subtitle H outlines methods for the IRS to estimate the monthly
benefit amount as well as procedures to issue the payment to the taxpayer who is deemed
“presumptively eligible” for the benefit during a specified period of time. The exact details of
how “presumptive eligibility” would work in practice are not entirely clear, as the language
provides the Treasury Secretary with discretion in developing these processes within the bounds
of the legislative text.

Committee Republicans offered a good governance amendment to address several of these
weaknesses with common sense fixes. The amendment would have:
e Maintained the Social Security number requirement for the CTC;

o U.S. Citizens, and people lawfully admitted to the U.S. on a permanent basis,
including Permanent Residents, refugees, and asylees are all eligible for Social
Security numbers.

o Republican tax reform closed off a significant opportunity for fraud by requiring a
social security number for each child claimed under the child tax credit. In
Subtitle H Democrats seek to eliminate this requirement.

o Strike the section allowing presumptive eligibility for the CTC;
¢ Maintain the tax filing requirement for Obamacare’s Advanced Premium Tax Credit;

o This restores the requirement for people to file their tax returns at the end of the
year. The IRS itself deems the premium tax credit program "high risk" and
estimated that 27.4% of the total PTC payments in FY2019 were improper. The
equivalent of $4.3 billion in a single year,

¢ Re-name the IRS the “Internal Revenue and Welfare Office” to reflect their new mission
as a welfare agency disbursing checks and entitlement benefits to Americans.

o Democrats want the IRS to run a new $500 billion paid family and medical leave
entitlement program and expects them to turnaround applications in 15 days.

o The IRS would also now be in charge of distributing monthly CTC welfare
checks to every person with children who earn under $400,000 a year.

¢ Biden's Treasury Department has already rejected the idea of running a new benefit
entitlement program.
*
Democrats unanimously rejected this amendment to protect the CTC from fraud and abuse and
add simple common sense integrity measures.
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A surprise inclusion in a bill was a $2.5 billion loophole for Ivy League universities. Republican
tax reform in 2017 instituted a new anti-abuse tax, to prevent Ivy League schools from funneling
tens of billions of tax-free dollars into massive endowment accounts that don’t help students.
The Republican approach made sense: the endowment tax would apply only to large schools and
only if the university had stockpiled more than $500,000 per student in its endowment. Asa
result, only about 30 universities are subject to the excise tax — and they are generally the
wealthiest schools in the country. The top 3 endowments at the end of 2020 were Harvard ($40
billion), Yale ($31 billion), and Stanford ($28 billion).

Responsible university presidents would deploy endowment funds to expand enrollment,
particularly for historically disadvantaged minority groups. Instead, Ivy League presidents
appear to have worked behind the scenes to create a special tax shelter. These schools don’t
need a loophole, and the structure of the loophole doesn’t even make sense. A school could
easily avoid the anti-abuse tax without impacting its bottom line by simultaneously increasing
financial aid and tuition, with the end result being the same net amount of tuition received.
Instead of tax shelters for the Ivy League, we should focus our efforts on good jobs, higher
wages, and greater opportunity for American workers.

Trying to be constructive, we offered amendments to improve this legislation. At every turn, we
were rebuffed by our colleagues on the other side, who defeated our efforts on technicalities or
with prearranged party-line votes.

Here are some of the common-sense amendments that were opposed by our colleagues:

¢ “The No Tax Shelters for Ivy League Elites Amendment” — would remove the carveout
from the college endowment anti-abuse tax.

Additionally, the cost of health insurance is an issue that we can, and should be, tackling on a
bipartisan basis.

A recent study reported that healthcare spending in the U.S. during 2019 was nearly $3.8 trillion,
or $11,582 per person. By 2028, these costs are expected to climb to $6.2 trillion—roughly
$18,000 per person.?

Average unsubsidized family premiums for the Affordable Care Act (ACA) from 2015 through
2020 rose 97% from $8,724 to $17,244.

Those costs are too high — yet they pale in comparison to the staggering costs of bribing people
into buying Obamacare plans. We don’t even have a public CBO score of these costs, but
apparently the attitude of the majority is, “if it’s broke, raise taxes and throw more money at it.”

We should be working together on policies that expand transparency, choices, and affordability
for patients.

3 Peterson Foundation. "Why Are Americans Paving More for Healthcare?" Accessed March 9, 2021,
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To that end, Ways and Means Republicans offered an alternative that includes policies to:

o Allow patients of all ages to purchase affordable catastrophic plans that provide all the
same benefits as the other exchange plans but don’t break the bank with through-the-
roof monthly premiums.

* Allow employees to receive on-site care from their employer and still receive
contributions to their health savings accounts, a bipartisan priority.

¢ Double the contribution limit on health savings accounts, and yet another to allow
patients with direct primary care arrangements to maintain eligibility for health savings
accounts, another bipartisan priority.

e Codify the Trump Administration’s rule to expand the flexibility of Individual
Coverage Health Reimbursement Accounts (ICHRAs). This rule would add flexibility
for both employers and employees, and contributions can only be used to purchase an
ACA-compliant plan.

Republicans want to help Americans afford their health care. We just disagree on how you go
about it. The inefficient spending in this bill, all to prop up a law that has failed to address the

true cost of care in this country, is not the right approach.

We should work together to accomplish our shared goal — not use a process that allows for no
bipartisanship to slap a band-aid on the problem of ballooning health care costs.

For these reasons and more, Ways and Means Republicans reject the Democrats’ higher cost
subsidy expansion as ordered reported by Committee Democrats.
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DISSENTING VIEWS ON SUBTITLE L
BUDGET RECONCILIATION LEGISLATIVE RECOMMENDATIONS RELATING TO
FUNDING OUR PRIORITIES

In their rush to meet an artificial deadline for the largest partisan tax-and-spending spree
in history, Committee Democrats cobbled together a set of incoherent policies that seemed to
baffle some of their own Members. As the markup progressed, it was clear that some members
were working from a set of carefully prepared talking points, rather than the actual text of the
legislation before us. And it was hard to blame them, given the short amount of time Members
were given to review an avalanche of paper, and the scope of this bill, most of which was coming
before Committee as a matter of first impression.

Various provisions in this subtitle unwind important policies included in Republicans’ 2017 tax
reform law. We have clear evidence of the success of Republican tax reform. American workers
were the big winners: incomes for black, Hispanic, and Asian Americans saw record increases;
unemployment fell to all-time lows; wages grew at the strongest rate in a decade (wages grew
faster for lower-income workers than for supervisors and executives); and income inequality
actually decreased.

In addition, businesses made record investments in R&D to improve our status as the world’s
most innovative economy, and companies stopped fleeing offshore. Prior to the 2017 tax law,
corporate inversions — where American companies expatriated to escape our previously
uncompetitive tax system — were a signature failure of the Obama-Biden Administration. Yet
there have been zero inversions since Republicans modernized the tax code.

Economists confirm that Democrats’ trillions of dollars in tax increases will kill jobs, reduce
wages, decrease economic growth and prosperity, and harm our economic recovery. Massive tax

hikes are the last thing Americans need.

Democrats’ Attack on American Families and Main Street Businesses

Dating back to his presidential campaign, President Biden has often repeated the pledge that
“nobody making under 400,000 bucks would have their taxes raised, period, bingo.” In this
subtitle, Democrats have broken the pledge - “not a single penny” more in taxes for those who
earn less than $400,000—repeatedly. Despite the rhetoric, it is clear that ordinary Americans
will be forced to bear the brunt of Democrats’ historic and devastating tax hikes.

This subtitle increases the top individual tax rate, nominally protecting those earning under
$400,000 from a tax increase, but in fact harms some of our most vulnerable Americans. While
joint filers have some protection from the tax increase, married individuals filing separate returns
are subject to the higher rates at incomes as low as $200,000, half of the level of protection
pledged by President Biden. Some married individuals filing tax returns separately have been
victims of domestic violence who have fled a dangerous situation. For those individuals—
generally women—it may not be safe to collaborate with the abusive spouse to meet annual tax
filing obligations. And under the Democrats’ plan, such women filing separate returns would be
subject to a tax hike if they earn a penny over $200,000.
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In addition, Democrats include in this subtitle a terribly regressive $97 billion tobacco tax that
will be paid by the lowest-earning Americans. The Joint Committee on Taxation (JCT)
estimates that 94 percent of the tobacco tax will be paid by Americans earning less than
$200,000. Yet again, Democrats violate the Biden pledge by collecting new taxes from smokers
and people who use vaping products, including those who have successfully quit smoking. A tax
intended to thwart demand for a product often doesn’t shift demand at all. Instead, an
underground economy simply fills the gap in supply and prices go up. Penalizing dependency is
not a viable path to discourage smoking, nor is it fair to the most financially vulnerable
Americans.

Despite promises to the contrary, Democrats also target Main Street businesses with tax
increases in this subtitle. The vast majority of small businesses are organized as a “pass-
through,” where the tax code assumes that business income is all passed through to the business
owner and reported on the owner’s individual tax retum.

The 2017 tax reform law cut tax rates for pass-through business owners and also created the first-
ever small business deduction under Section 199A. The deduction is directly related to the
amount of wages the business pays; thus, a large 199A deduction is something to be celebrated,
not vilified. It shows that the business is growing and likely hiring workers and increasing
paychecks.

In this subtitle, Democrats impose a “small business growth tax” by setting an arbitrary limit on
the Section 199A small business deduction. The change also includes a severe built-in marriage
penalty, punishing the families of business owners. Democrats also increase the capital gains
tax, create a new 3% surtax on income, and expand the reach of the Obamacare 3.8% net
investment income tax to hit more Main Street businesses. The COVID-19 global pandemic
created unprecedented challenges for businesses across the country, and Democrats’ answer to
them is a series of job-killing tax hikes.

Democrats’ cradle-to-grave approach to policymaking also extends to taxes. In this subtitle,
Democrats cut in half the death tax exemption amount, which will have devastating effects on
the longevity of farms, ranches, and other family-owned businesses. Democrats’ plan does not
protect a family business owner who has retired and now holds a passive interest in the business.
This confiscatory policy will cause a forced sale of assets or other pieces of family businesses in
order to pay a bigger bill to the IRS. Tt shouldn’t be surprising that the National Federation of
Independent Business, the largest group representing America’s small businesses, as well as the
National Association of Manufacturers, the largest group representing U.S. manufacturers, are
both sounding the alarm about this reckless plan.

Democrats’ Global Tax Surrender

Prior to the 2017 tax reform law, our broken tax code forced companies and jobs overseas.
An EY study showed that from 2004 to 2016, over $510 billion in investment—the equivalent of

1,400 companies and business units——changed hands from American ownership to foreign
ownership due to our uncompetitive tax system. Major U.S. companies relocated to lower-tax
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foreign countries. Between 2001 and 2017, the number of U.S. headquartered companies in the
Fortune Global 500 list of largest companies had fallen by nearly 30%, from 181 to 132.
Countries like the United Kingdom, China, Switzerland, and the Netherlands were attracting
companies and jobs with more favorable tax rules.

In the 2017 tax law, Republicans took action to stop widespread corporate inversions and job
loss overseas. Congress reduced the U.S. corporate tax rate from highest in the developed world
to a rate slightly above average. The 2017 tax law also reformed U.S. international tax rules by
moving away from an outdated worldwide system and instituting new measures to reduce profit
shifting (GILTI and BEAT) and encourage ownership of valuable intellectual property in the
United States, rather than in tax havens (FDII).

This comprehensive approach to international taxation was not developed in a vacuum but was
the result of open bipartisan and bicameral collaboration. For example, in 2015, the Boustany-
Neal Innovation Box Discussion Draft proposed a concept that shares much in common with
FDIL In the Senate, the Bipartisan Framework for International Tax Reform chaired by Sen.
Rob Portman (R-OH) and Sen. Chuck Schumer (D-NY) recommended a FDII-type incentive,
anti-base erosion rules in line with GILTI and BEAT, and other measures captured in the 2017
tax reform law.

Since the 2017 tax law, zero corporate inversions have been announced. Major companies that
left the United States under the prior broken tax system came back. Recent analyses of tax and
financial data have shown that investment and profits booked in the United States have
materially increased, particularly in the technology industry. This represents major progress, as
the technology industry has been attacked for seeking low-tax jurisdictions for its operations and
intellectual property.

Republican tax reform also leveled the playing field by shifting toward a broad-base, low-rate
system that doesn’t choose winners and losers. Contrary to the false claims by some of our
Democratic colleagues during the markup, the 2017 tax law was never meant to benefit any
specific company or industry. It was a balanced approach, with most of the business tax
reductions paid for by repealing special industry provisions and loopholes. Democrats’ plan, as
captured in this and other subtitles, is the exact opposite — high-rates for all businesses except for
favored industries who qualify for special handouts and loopholes.

Democrats’ partisan tax proposal would make it better to be a foreign company or worker than
an American one. Since the 2017 tax law, 12 other developed countries have reduced their
corporate taxes, because they know it is a critical component in attracting investment, jobs, and
prosperity. The average combined (national and subnational) corporate tax rate among OECD
countries is 23.1 percent, and the current corporate tax rate in Communist China is 25 percent.
This subtitle would increase the combined U.S. (federal and state) corporate tax rate to nearly 31
percent, far higher than our major trading partners. The American workers are the biggest loser:
economists project that a corporate tax rate at levels proposed in this subtitle would cost 500,000
jobs per year or more.
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During the markup, the Joint Committee on Taxation (JCT) confirmed that American workers
would end up bearing a significant share of any corporate tax increase. In fact, JCT recently
reported that raising the corporate tax rate would result in 66.3% of the burden falling on lower-
and middle-income households. This is yet another violation of President Biden’s pledge that
taxpayers with under $400,000 in income “will not pay one penny more.” Of the 172 million
taxpayers who would bear the burden of the increased corporate tax rate, 98.4% (about 169
million people) have incomes under $500,000. Even the left-leaning Tax Policy Center agrees —
they find that the tax plan proposed by President Biden would raise taxes on 75% of middle-class
families next year, rising to 95% of middle-class families in 2031.

For international tax changes, Democrats propose a substantial increase (to 17.4 percent) to the
GILTI global minimum tax on U.S. companies. Under current law, GILTI imposes a minimum
tax of at least 13.125 percent on the foreign earnings of most U.S. companies, and many U.S.
manufacturing companies pay GILTT at rates even higher. Inexplicably, Democrats seek to
tighten GILTT rules, despite the fact that no other country has adopted a similar tax on its own
companies.

This approach makes no sense in the context of the Treasury Secretary’s endorsement of the
OECD framework for a 15 percent GILTI-type global minimum tax. Not only would the global
minimum tax rate be higher for the United States than anywhere else in the world, but Democrats
also propose other changes that would make GILTI more onerous than the plan being considered
at the OECD. And most experts believe we are years away from full implementation of the
OECD framework by other countries. In no event should we make GILTI changes that
disadvantage Americans in the global economy, nor should we make any changes to GILTI
before our trading partners have implemented a global minimum tax of their own.

Democrats also make the U.S. international tax system significantly more complicated, creating
additional burden and cost on the IRS and American companies. If this subtitle is enacted, U.S.
companies operating globally will have to contend with tracking each intercompany cross-border
transaction and potentially assigning income and tax payments to more than 100 foreign tax
credit baskets.

It is also difficult to understand Democrats’ rollback of the FDII incentive for retaining valuable
intellectual property in the United States, by increasing the tax rate on such property from 13.125
percent to 20.7 percent. Today, 16 OECD countries offer FDII-type incentives for intellectual
property to encourage companies to locate research and development and its products
domestically. This change sends a message that the United States has conceded the global race
for innovation and break-through technologies. The changes to FDII will cause high-value
intellectual property and high-paying innovation jobs to migrate offshore.

Together, these international tax changes will create unnecessary headwinds that will cost us
jobs, investment, and growth. During the same 2001-2017 period that the US company
representation in the Fortune Global 500 fell by 30 percent, the number of Chinese companies
grew by almost 900 percent, from 11 to 109. That number has since increased by another two-
thirds to 181. Now is not the time to punish American companies and workers with the highest
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taxes in the developed world. A better approach is to ensure that our tax system will continue to
fuel growth and prosperity in an increasingly competitive global economy.

Trying to be constructive, we offered amendments to improve this legislation. At every turn, we
were rebuffed by our colleagues on the other side, who defeated our efforts on technicalities or

with prearranged party-line votes.

Democrats’ Price Increases for Working Families and Attack on American-Produced Energy

We will not protect Americans’ pocketbooks and rebuild a strong economy if we raise fuel or
consumer prices for families, increase our dependence on OPEC oil, or allow companies from
countries with lax environmental standards control the global energy markets.

Democrats would reinstate the Superfund excise taxes that expired over 25 years ago, increasing
the price of products American families purchase every day. Imposing these taxes — which
increase the cost of gasoline, heating oil, utilities, appliances, and millions of consumer goods —
is another violation of President Biden’s pledge not to increase taxes on Americans making less
than $400,000. What’s more, there is nothing in this or any other subtitle that would dedicate
Superfund tax revenues to any environmental purpose. Instead, these tax and price increases on
ordinary Americans will be used to expand Democrats’ socialist spending priorities.

This subtitle would also impose arbitrary and punitive tax penalties on U.S. resource extraction
companies operating globally. By eliminating the foreign oil and gas extraction income rule for
GILTI and repealing foreign tax credits for dual capacity taxpayers, Democrats are tilting the
playing field in favor of foreign companies, often less-responsible operators headquartered in
adversary countries.

Democrats’ Punitive Retirement Rules and Retroactive Tax Increases

Continuing the tradition of bipartisan work on retirement security legislation, Democrats and
Republicans on this committee unanimously approved a retirement bill in May. However,
instead of working together to get that legislation enacted by year-end, Democrats have decided
to reverse course and go it alone. In contrast to prior work on retirement security, where
significant work over many months culminated in open consideration of legislation, the major
retirement changes in this subtitle have received only a cursory review.

Democrats appear to be acting in response to cherry-picked taxpayer data illegally obtained from
the IRS and strategically disclosed to generate media attention. Far from expressing concern
about the implications of a politically motivated disclosure by IRS employees or contractors,
Democrats are giving prominence to the breach of confidential taxpayer data. This unfortunate
action guarantees that there will be future illegal disclosures and irreparably harms tax
administration. Yet most conceming is the message Democrats are conveying to American
savers and younger workers starting to contribute to a retirement plan: if Washington thinks your
investments are too successful or your accounts grow too large, they can change the rules along
the way and make you pay more. Democrats have suggested they have a goal of encouraging
savings in qualified retirement plans, but this will do precisely the opposite.
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The sweeping changes to retirement plans in this subtitle are not fully vetted and have the
potential to harm tax administration. They also represent a missed opportunity to develop
bipartisan solutions that promote retirement security for all Americans, rather than an ill-advised
attempt to address a very small number of edge cases. Further, ordinary Americans will see
more IRS audits and higher penalties from a provision that would increase the statute of
limitations to six years for innocent mistakes that many IRA owners make. For every other issue
on your tax return, including the generous new refundable tax credits that the Treasury
Department says are a major component of the tax gap, the statute of limitations is 3 years. Yet
for retirees, it’s six years — six years of penalties and interest to compound on an innocent
mistake. The inclusion of this change is particularly disappointing because it overrides a
bipartisan provision included in the retirement bill approved in May.

The rushed process being pursued by Democrats has inevitably resulted in technical flaws that
Republican staff has identified, and we are hopeful that Democrats will abandon this newfound
practice of adopting complex retirement changes on an expedited and partisan basis.

Republicans also believe that various proposed changes to the Internal Revenue Code that are
retroactive in application and potentially punitive in nature raise fundamental fairness questions
for Americans who made decisions and entered into transactions based on current law,
Americans should have the certainty that tax law changes will not ex post facto disrupt earlier
economic choices and result in surprise tax bills from the IRS.

Trying to be constructive, we offered amendments to improve this legislation. At every turn, we
were rebuffed by our colleagues on the other side, who defeated our efforts on technicalities or
with prearranged party-line votes.

Here are some of the common-sense amendments that were opposed by our colleagues:

e “The Main Street Business Protection Amendment” — would eliminate the Section 199A
small business deduction limitation and make the deduction permanent.

e “The American Small Business Protection Amendment” — would eliminate the Section
199A small business deduction limitation, the Obamacare surtax expansion, and the
extension of the pass-through loss limitation beyond 2025.

e “The Saving America’s Family Farms and Ranches Amendment” — would remove the
death tax increase on farms, ranches, and other family businesses.

e “The Community Support Amendment” — would require Treasury to certify that tax
increases in Subtitle I will not force closure of small businesses eligible for the SBA
Small Disadvantaged Business Program.

e “The Protect Ordinary Americans from Tax Hikes Amendment” — would ensure that no
Americans earning less than $400,000 will be forced to shoulder the burden of the
tobacco excise tax.
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o “The Gain of Function Accountability Amendment” — would curtail funds for the conduct
or support of any gain-of-function research involving potential pandemic pathogen by
China, Russia, Iran, or North Korea.

e “The Return to Full Employment in America Amendment” — would require Treasury to
certify that tax increases in Subtitle I will not reduce employment or investment in the
United States.

o “The No More Price Increases for Working Families Amendment” — would delay the
effective date of Subtitles F-J until the inflation rate has been at or below 2.5% for 12
consecutive months.

¢ “The American Worker and Jobs Protection Amendment” — would delay the effective
date of Subtitle [ until the U.S. unemployment rate is lower than pre-pandemic levels (in
December 2019) for six consecutive months.

e “The American Consumer Price Protection Amendment” — would suspend the Superfund
excise taxes when gas prices exceed $3.00 and when inflation exceeds 2.5%.

e “The American Family Pocketbook Protection Amendment” — would strike the superfund
excise taxes.

o “The No Giveaways to Polluting Countries Amendment” — would require Treasury to
certify that changes to the treatment of foreign oil and gas extraction income will not
reduce U.S. energy independence or increase oil and gas production in Russia, China,
Venezuela or Iran.

o “The Working Families Before the Wealthy and Well-Connected Amendment” — would
make permanent the SALT deduction cap for millionaires and extend the higher standard
deduction for middle-class families under the Tax Cuts and Jobs Act.

¢ “The Cancer Cures Instead of SALT Tax Shelters for Millionaires Amendment” — would
make permanent the SALT deduction cap for millionaires and increase funding for cancer
research.

e An amendment expressing the sense of Congress that no tax provisions —including the
SALT cap — be added to the text after being reported out of the Committee on Ways and
Means.

.
Democrats approved these sweeping tax increases with only partisan support and with bipartisan
opposition. They have also promised that the final version of the bill will include relief from the
SALT cap, which would offer tens of thousands of dollars in tax cuts to millionaires and
billionaires, while middle-class families would receive, on average, just $15.

In their rush to spend $3.5 trillion and raise taxes by an unprecedented $2 trillion, Democrats
have put at risk our economic security and millions of jobs. The better path is to return to our
pre-pandemic economic strength - including record gains for workers — and ensure that America
remains the most innovative and prosperous country in the world.
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Democrat Enhancement of Enforcement Activities at the Internal Revenue Service

Committee Republicans also strongly oppose the Committee’s approach to enhancing
enforcement activities at the Internal Revenue Service (IRS). There are two main components to
the Majority’s IRS enforcement proposal. The first is to provide the agency with an additional
appropriation of $80 billion dollars over 10 years. The second is to create a robust financial
account reporting regime as a means of providing the IRS with additional information returns.
We are opposed to both pieces.

The Committee aims to add nearly $80 billion to the IRS budget over the next ten years via a
mandatory funding stream. This would nearly double the size of the [RS. Committee
Republicans are concerned that such a significant funding stream will exist outside of the normal
appropriations process, making it more challenging to provide congressional oversight. The bill
has no reporting requirements or accountability measures to ensure this massive new stream of
funds is not wasted. Instead, the text provides an absurd amount of money for an agency that has
a track record for programs with huge cost over runs and delays, all in an effort to increase audits
and close the tax gap without a clear plan on how to accomplish those goals.

Furthermore, we are concerned that the IRS will not be able to hire the staff it claims it needs to
increase audits and grow tax collections. Congress gave the IRS funding to implement Covid-
relief legislation and one of the ways the agency used that money was to fund a plan to hire
5,000 additional customer service representatives (CSRs). Despite access to funding, the IRS
was only able to hire 3,800 employees. Why? According to the agency, the pandemic led to low
applicant pools. This is not surprising given that five million people have left the workforce and
not yet returned. If the IRS was not able to hire 5,000 people to answer phones when it had
access to plenty of funding, how does the agency expect to hire 87,000 new employees?

Most importantly, we are concerned that there is nothing in the bill to ensure that the super
soldier army of IRS auditors envisioned by this enormous influx of funding do not target lower-
and middle-income taxpayers. In fact, that is precisely what the nonpartisan Congressional
Budget Office (CBO) believes will happen. CBO estimates that audit rates will rise for all
taxpayers if the IRS were to receive this new funding.

Notably, Democrats have offered wildly speculative and optimistic estimates of potential return
on investment (ROI) when it comes to increased IRS enforcement funding. Some have claimed
that the IRS can capture five, six, or even ten dollars in revenue for every dollar we spend on the
agency’s budget. This is pure fantasy. Even CBO estimates a mere two and a half to one ROI
ratio for the proposed $80 billion in new funding while also admitting that there a lot of
uncertainties in arriving at even that generous of an estimate.

What Committee Democrats fail to explain is that IRS enforcement efforts with the highest ROT
involve middle- and lower-income individuals with simple tax returns. Audits of high-wealth
individuals and large corporations are the most complex and have much lower ROIs because
they are done by humans and take time, sometimes ending in litigation. The IRS also has a poor
history of identifying the right people and companies to audit.
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In summary, if the IRS fails to correct its audit selection problems, the $80 billion in new
funding won’t bring in more revenue. It will create an army of new IRS agents attempting to
squeeze law-abiding, compliant taxpayers. And we need only look back to Randy Sowers, the
Maryland dairy farmer who had his business bank account wrongly seized by the IRS, to
understand the consequences of a misguided IRS enforcement regime.

As for the new financial account reporting regime—although it was not explicit in the text of this
bill, Chairman Neal made clear during a colloquy with Rep. Beyer that Committee Democrats
are continuing to work with the Administration to include it as the legislative process continues.
This poorly designed reporting regime imagined by the Administration and Committee
Democrats, risks sweeping up the private financial data of law abiding, ordinary Americans. The
Committee inappropriately left this provision out of this bill only to reveal in the final hours of
the markup its intention to include some unknown version of the provision later on in the
legislative process. This approach helped the Committee avoid public debate on a proposal that
is quite unpopular with the American people. Unfortunately, this is emblematic of the closed
and secretive process used to put together this massive bill.

Members should know what is in the bill before they vote on it, and they should have an
opportunity for open and public debate on policy proposals brought before Congress. This
Congress has repeatedly failed to operate under regular order and in an open and transparent
manner. This institution remains unpopular with the American people and continues to cede its
authority to an ever-growing executive branch. Congress needs to reclaim its proper place in our
constitutional system of government, and it will only do so through a return to regular order.

Republicans believe every American should pay the taxes they owe. But we disagree with
unleashing tens of thousands of new IRS agents on families, farmers, and local businesses.

Taxpayers deserve a smart and targeted solution.

For these reasons and more, Ways and Means Republicans reject the Democrats’ funding
legislative recommendation as ordered reported by Committee Democrats.
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