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INTRODUCTION

This pamphlet,! prepared by the staff of the Joint Committee on
Taxation, summarizes the revenue provisions of the Omnibus
Budget Reconciliation Act of 1993 (Chapter 1 of Title XIII of H.R.
2264), as passed by the House on August 5, 1993, and bK the Sen-
ate on August 6, 1993, and signed by the President on August 10,
1993 (the “Act”). It is intended to provide a convenient summary
for Members of Congress and the public. The official legislative
statement reiarding the conference agreement on the revenue pro-
visions of H.R. 2264 is the Conference Report, H. Rept. 103-213,
filed on August 4, 1993 (the “Conference Report”).2

Estimated budget effects of the revenue provisions of H.R. 2264
are provided in the Appendices.

As used in this pamphlet, “prior law” refers to the law as it ex-
isted prior to enactment of the Act; “present law” refers to the law
as it exists after enactment of the Act.

1This pamphlet may be cited as follows: Joint Committee on Taxation, Summary of the Reve-
nue Provisions of the Omnibus Budget Reconciliation Act of 1993 (H.R. 2264) (JCS-11-93), Au-
gust 23, 1993, The text of this summary is a revised version of Joint Committee on Taxation
document JCX-12-93, which was released on August 10, 1993,

2See also House Committee on the Budget, Report on the Omnibus Budget Reconciliation Act
of 1993 (H.R. 2264) (H. Rept. 103-111, May 25, 1993); Senate Committee on Finance, Fiscal Year
ig.gg)Budget R iliation R dations of the Ci ittee on Finance (S. Prt. 103-37, June
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SUMMARY OF REVENUE PROVISIONS
L. TRAINING AND INVESTMENT PROVISIONS

A. Education and ‘l‘uinlng Provisions
1. Extension of employer-provided educational assistance

Prior to July 1, 1982, an employee was generally allowed to ex-
clude from gross income up to $5,250 paid by his or her employer

for educational assistance. This educatio assistance payment
was also excluded from wages for employment tax purposes. The
exclusion expired after June 30, 1992. The Act extends for 30
months the exclusion for employer-provided educational assistance,
from July 1, 1992, through December 31, 1994.

2. Extension of targeted jobs tax credit

Prior to July 1, 1992, a targeted jobs credit in the maximum
amount of $2,400 per employee was available to employers who
hired individuals from one of several, erally economically dis-
advantaged, groups. The credit expiredgen r June 30, 1992. The
Act extends for 30 months the targeted jobs tax credit, from July
1, 1992, through December 31, 1994.

B. Investment Incentives

1. Extension of research tax credit; Modification of fixed
base percentage for startup companies

Prior to July 1, 1992, a taxpayer could claim a research and ex-
perimentation tax credit equal to 20 percent of the amount by
which the taxpayer’s qualified research expenditures for a taxable
year exceeded its base amount for that year. The base amount was
designed to approximate the research the ayer would have un-
dertaken even if no credit were provided. In general, the base
amount for a current year was calculated by multiplying the tax-
payer’s historical fixed-base ratio (i.e., its historical ratio of re-
search expenditures to gross receipts) by its gross receipts in the
most recent four years. Start-up firms were deemed to have a fixed-
base ratio of three percent. The credit expired for expenses in-
curred after June 30, 1992. The Act extends the research tax credit
for three years, from July 1, 1992, through June 30, 1995. The Act
also provides a %ﬁial rule for start-up firms, so that the fixed-base
ratio for these s eventually will be computed based on actual
research experience.

2. Capital gains exclusion for certain small business stock

The Act generally permits a noncorporate taxpayer who holds
ualified small bu,st{xess, stock for more than five years to exclude
om income 50 percent of any gain on the sale or exchange of the
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stock. The amount of gain eligible for the 50-percent exclusion is
limited to the greater of (1) 10 times the taxpayer’s basis in the
stock or (2) $10 million of gain from stock in that corporation. One-
half of any exclusion claimed is treated as an alternative minimum
tax preference item. Various eligibility requirements must be satis-
fied for stock of a corporation to constitute qualified small business
stock, including limitations regarding the size of a corporation ($50
million gross assets), the nature of the corporation’s trade or busi-
ness, and the manner in which the stock is acquired by the tax-
payer (i.e., the stock must be acquired at original issuance in ex-
change for money or other property, or as compensation for services
provided to the corporation). The provision applies to stock issued
after the date of enactment.

3. Rollover of gain from sale of publicly traded securities
?Slts% Isge)cialized small business investment companies
)

Under the Act, an individual or corporate taxpayer can elect to
defer recognition of any capital gain realized upon the sale of pub-
licly traded securities to the extent that the proceeds from the sale
are used to buy common stock or a partnership interest in a spe-
cialized small business investment company (“SSBIC”) within 60
days of the sale. The provision is limited, in the case of an individ-
ual, to $50,000 of gain per year and $500,000 of gain over a life-
time. In the case of a corporation, these limits are $250,000 and
$1,000,000. The provision is effective for sales occurring on or after
the date of enactment.

4. Modification of minimum tax depreciation rules

Under prior law, corporations were required to make two dif-
ferent depreciation calculations to determine their total alternative
minimum tax liability, one to determine their alternative minimum
taxable income (“AMTI”), and one to calculate their adjusted cur-
rent earnings (“ACE”) to determine the amount by which their
AMTI should be further increased. The Act eliminates the deprecia-
tion component of the ACE adjustment for tangible personal prop-
erty placed in service after December 31, 1998. Thus, corporations
are to compute AMT depreciation by using the rules generally ap-
plicable to individuals (generally, for tangible personal property,
using the 150-percent declining-balance method over the class life
of the property).

5. Increased expensing deduction for small business

Under prior law, a small business could elect to expense (rather
than depreciate) up to $10,000 of the cost of tangible personal prop-
erty purchased for use in the conduct of a trade or business. The
Act increases the amount allowed to be expensed annually to
$17,500 for property placed in service in taxable years beginning
after December 31, 1992. As under prior law, the amount that can
be expensed is phased out if a taxpayer places more than $200,000
of property in service during the year.




