Senate Small-Business Revenue Raisers Take a Drubbing at Ways &
Means Hearing

The stalemate between the House and Senate over small-business tax incentives legislation
continued at a March 14 House Ways and Means Committee hearing as Democrats and Republicans
attacked the $8.3 billion revenue-raising package in the Senate-approved bill and Chairman
Charles Rangel, D-N.Y., indicated that there are no signs of when, or even whether, the two
chambers will go to conference to work out a compromise.

The House and Senate last month approved separate bills providing tax incentives to help small
businesses absorb the impact of a planned minimum wage increase, but disagreements over the
size and scope of that relief (as well as disagreements over revenue offsets) have delayed the start
of formal conference negotiations. The House bill provides for $1.3 billion in tax incentives that are
offset by targeted revenue raisers.

Deferred Comp, Retroactivity Targeted

House taxwriters aimed their toughest criticism at a Senate provision that would limit the annual
amount that an individual can defer in a nonqualified deferred compensation arrangement to the
lesser of $1 million or the average taxable compensation for the previous five years. It would apply
retroactively to taxable years beginning after December 31, 2006.

Rangel complained about the proposal’s retroactivity, while Rep. Richard Neal, D-Mass., and Rep.
Jon H. Lewis, D-Ga., said the proposal could hurt middle managers and even rank-and-file workers
at times.

Ways and Means members also criticized Senate proposals to roll back the effective dates of
current-law provisions to curb corporate inversions and sale-in/lease-out (SILO) arrangements. The
Senate bill would move back the effective date for anti-inversion provisions in the American Jobs
Creation Act of 2004 to March 20, 2002 (from March 4, 2003). It also would disallow future losses
on foreign tax-exempt use property for SILO arrangements entered into on or before March 12,
2004.

Grassley Responds

Senate Finance Committee ranking Republican Charles Grassley of lowa addressed the complaints
from House taxwriters in a March 14 news release.

Alluding to the fact that the anti-inversion provision in the Senate bill has been proposed several
times in recent years, Grassley said that “the claims of retroactive taxes completely ignore the
bipartisan statements from Sen. [Max] Baucus, [D-Mont.,] and myself that put these companies on
fair notice that corporate inversions were done at their own peril.”

Grassley also expressed surprise at the criticism of the SILO provision. “These same Democratic
leaders voted for exactly these same provisions during the conference on the [American Jobs
Creation Act],” he said.

— John O’Neill
Tax Policy Group
Deloitte Tax LLP
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The information contained in Tax News & Views is for general purposes only. The views expressed in this
article are those of the author and do not constitute tax advice from or reflect the view of Deloitte &
Touche LLP. Deloitte & Touche LLP assumes no responsibility with respect to assessing and/or advising
the reader as to the respective tax consequences arising from circumstances relating to the reader's
particular tax situation. It is recommended that the reader consult with their own tax advisor with
regard to the application of the tax laws and resulting tax consequences relating to the reader's
particular situation.

About Deloitte

Deloitte refers to one or more of Deloitte Touche Tohmatsu, a Swiss Verein, its member firms and their
respective subsidiaries and affiliates. Deloitte Touche Tohmatsu is an organization of member firms
around the world devoted to excellence in providing professional services and advice, focused on client
service through a global strategy executed locally in nearly 140 countries. With access to the deep
intellectual capital of approximately 135,000 people worldwide, Deloitte delivers services in four
professional areas, audit, tax, consulting and financial advisory services, and serves more than 80
percent of the world’s largest companies, as well as large national enterprises, public institutions, locally
important clients, and successful, fast-growing global growth companies. Services are not provided by
the Deloitte Touche Tohmatsu Verein and, for regulatory and other reasons, certain member firms do
not provide services in all four professional areas.

As a Swiss Verein (association), neither Deloitte Touche Tohmatsu nor any of its member firms has any
liability for each other’s acts or omissions. Each of the member firms is a separate and independent
legal entity operating under the names “Deloitte”, “Deloitte & Touche”, “Deloitte Touche Tohmatsu” or
other related names.

In the United States, Deloitte & Touche USA LLP is the U.S. member firm of Deloitte Touche Tohmatsu
and services are provided by the subsidiaries of Deloitte & Touche USA LLP (Deloitte & Touche LLP,
Deloitte Consulting LLP, Deloitte Financial Advisory Services LLP, Deloitte Tax LLP, and their
subsidiaries), and not by Deloitte & Touche USA LLP. The subsidiaries of the U.S. member firm are
among the nation’s leading professional services firms, providing audit, tax, consulting, and financial
advisory services through nearly 40,000 people in more than 90 cities. Known as employers of choice

for innovative human resources programs, they are dedicated to helping their clients and their people Meml_aer of
excel. For more information, please visit the U.S. member firm’s Web site at www.deloitte.com/us. Deloitte Touche Tohmatsu
Tax News & Views 2 of 2 Copyright © 2007 Deloitte Development LLC.

Vol. 8, No. 13 All rights reserved.



