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SEE THE CIRCULAR 230 DISCLAIMERS APPENDED TO  
THE CONCLUSION OF THIS WASHINGTON REPORT. 

Senators Ron Wyden (D-OR) and Judd Gregg (R-NH) introduced a comprehensive 
income tax reform bill entitled the “Bipartisan Tax Fairness and Simplification Act of 
2010”(also here called "Wyden//Gregg").  Among the stated purposes of the bill are to 
make the Federal income tax system “simpler, fairer, and more fiscally responsible.”  The 
bill would lower the corporate tax rate while closing some loopholes and exemptions.  It 
would also simplify tax brackets and reporting.  The bill, which would for the most part be 
applicable to taxable years beginning after December 31, 2010, does not deal with estate 
taxes and does not address, other than tangentially, life insurance. 

 
Major provisions of Wyden/Gregg, which, in its entirety, is over 186 pages and cannot be discussed 

in detail within the confines of this Washington Report (see the discussion under the "Miscellaneous" 
heading towards the conclusion of this Bulletin), would do the following: 

Provisions Applicable to Individuals 

• Reduce the number of tax brackets for individuals from six to three namely, 15 percent, 25 
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percent and 35 percent. The 35 percent rate would apply to single 
individuals with taxable income over $70,000 and married couples filing jointly with taxable 
income over $140,000; 

• Eliminate the individual Alternative Minimum Tax; 

• Exempt the first 35 percent of capital gains and qualified dividends from taxes (the balance 
would be taxed at ordinary income rates), and reduce the long-term holding period for the 
first $500,000 of such gains to 6 months; 

• Almost triple the standard tax deduction (currently $11,400 for a married couple filing 
jointly) to $30,000 for a married couple filing jointly; 

• Retain the deductions for mortgage interest and charitable contributions, while eliminating 
“miscellaneous itemized deductions;”   

• Enable most taxpayers (largely as a result of the increased standard deduction) to use a 
straightforward and shortened one-page 1040 IRS form to file their federal income taxes; 

• Allow individuals and families to request that the IRS prepare a tax return (called “Easy 
File”) for them to review, modify and sign; 

• Retain preferences for the armed forces, veterans, the elderly and the disabled, as well as 
those that help Americans pay for health care and higher education and save for retirement.  

• Permanently extend the Child Tax Credit, the Earned Income Tax Credit, and the Dependent 
Care Credit that otherwise would expire after 2010;  

• Eliminate the current law phase-out of itemized deductions and personal exemptions; and 

• Consolidate the three existing types of IRAs into a new Retirement Savings Account (RSA) 
and a new Lifetime Savings Account (LSA) (no part of which could be invested in life 
insurance contracts) so that a married couple will be able to contribute up to $14,000 per 
year to tax-favored retirement and savings accounts that are similar to the current “Roth 
IRA.”  Similar proposals were included in President Bush’s FY 08 and earlier budgets (see, 
e.g., our Bulletins Nos. 07-22; 06-26, 05-17, 04-21, 03-17 and 00-15).   

Corporate Tax Provisions 

• Reduce the top corporate tax rate (and replace the existing six corporate rates and eight 
brackets) with a single flat rate of 24 percent; 

• Enable small businesses with gross receipts of up to $1 million to expense all equipment and 
inventory costs in a single tax year; 

• Create a new 35 percent exclusion and a progressive rate structure for dividend and long-term 
capital gains income.  The bill also reduces the long-term holding period to six months; 

• End a number of specialized tax breaks that favor one business sector or special interest 
group over another, such as by repealing the rule that allows U. S. companies to defer taxes 
on their foreign income. The bill also would require banks to identify all individuals who 
benefit from foreign accounts and to withhold 30 percent of all withholdable income -- such 
as interest -- sent to beneficiaries that disguise their identities; 
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• Target “corporate welfare” by directing the Congressional Budget 

Office to identify the least productive government subsidies for possible cuts and to report 
those findings to the House and Senate Budget Committees for consideration; 

Termination of Certain Provisions 

In addition to the foregoing, the bill targets for repeal or potential repeal certain long-standing 
provisions of the Internal Revenue Code, as follows: 

• Section 74(c) (relating to exclusion of certain employee achievement awards); 

• Section 79 (relating to exclusion of group term life insurance purchased for employees); 

• Section 119 (relating to exclusion of meals or lodging furnished for the convenience of the 
employer); 

• Section 125 (relating to exclusion of cafeteria plan benefits); 

• Section 132 (relating to certain fringe benefits - other than qualified transportation fringe 
benefits);  

• Section 217 (relating to deduction for moving expenses); 

• Section 454 (relating to deferral of tax on obligations issued at discount); 

• Section 501(c)(9) (relating to tax-exempt status of voluntary employees’ beneficiary 
associations); 

• Section 911 (relating to exclusion of earned income of citizens or residents of the United 
States living abroad); and 

• Section 912 (relating to exemption for certain allowances). 

Miscellaneous 

The bill would also substantially increase penalties for noncompliance, underreporting and fraud, 
codify the “economic substance” doctrine, tax and regulate internet gambling, deny a deduction for most 
punitive damages and require their inclusion in the gross income of the recipients, apply the Medicare 
payroll tax to all state and local government employees, and make adjustments to the manner of computing 
the Consumer Price Index (CPI). 

Senators Wyden and Gregg reportedly have discussed their plan with the White House, which has 
not taken a position on it.  We note that President Obama has also called for tax simplification, and has 
asked former Federal Reserve Chairman Paul Volcker to head a task force on the issue.  However, that task 
force has not issued any recommendations to date.  

As we stated initially above, the Wyden/Gregg bill approaches 200 pages in length; this Washington 
Report is only a preliminary summary intended to give you a broad grasp of the bill's import.  In addition, 
while the bill does not emphasize or specifically focus in depth on life insurance, we have highlighted, 
through the use of bolded italics, areas which may have the seeds of future concern to AALU.  We will, of 
course, continue to analyze Wyden/Gregg in detail and maintain a close watch on relevant developments.  
We anticipate that future AALU Washington Reports will address this potential legislation with 
substantially more specificity. 
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Budgetary Impact 

Unofficial estimates prepared by the Congressional Research Service (CRS) show that the bill could 
be reasonably expected to lose approximately $230 billion over ten years relative to President Obama’s 
proposed budget as fully enacted.  However, the CRS notes that the plan proposes to close this gap by 
cutting an average of $23 billion per year from corporate and business-related spending and transfers to be 
identified by the CBO as stated above, making the proposal deficit neutral if these cuts are in fact enacted.  
It is important to note, however, that the CRS’s estimates are very rough and are not official.  Official 
estimates presumably will be prepared by the Joint Committee on Taxation and, eventually, the 
Congressional Budget Office, as the bill proceeds through Congress. 

Any AALU member who wishes to obtain a copy of the Bipartisan Tax Fairness and Simplification 
Act of 2010 may do so through the following means: (1) use hyperlink above next to “Major References,” 
(2) log onto the AALU website at www.aalu.org, enter the Member Portal and select Current Washington 
Report for linkage to source material or (3) email Anthony Raglani at raglani@aalu.org and include a 
reference to this Washington Report. 

 
In order to comply with requirements imposed by the IRS which may apply to the Washington Report as 

distributed or as re-circulated by our members, please be advised of the following: 

THE ABOVE ADVICE WAS NOT INTENDED OR WRITTEN TO BE USED, AND IT CANNOT 
BE USED, BY YOU FOR THE PURPOSES OF AVOIDING ANY PENALTY THAT MAY BE 

IMPOSED BY THE INTERNAL REVENUE SERVICE. 

In the event that this Washington Report is also considered to be a “marketed opinion” within the meaning 
of the IRS guidance, then, as required by the IRS, please be further advised of the following: 

 

THE ABOVE ADVICE WAS NOT WRITTEN TO SUPPORT THE PROMOTIONS OR 
MARKETING OF THE TRANSACTIONS OR MATTERS ADDRESSED BY THE WRITTEN 
ADVICE, AND, BASED ON THE PARTICULAR CIRCUMSTANCES, YOU SHOULD SEEK 

ADVICE FROM AN INDEPENDENT TAX ADVISOR. 
 

 

                                                                             
The mission of AALU is to promote, preserve and protect advanced life insurance planning  

for the benefit of our members, their clients, the industry and the general public. 
 

For more information about how AALU’s advocacy efforts help protect your business and the 
advanced life insurance marketplace, visit our website at www.aalu.org, or  

call toll free 1-(888)-275-0092. 

http://www.aalu.org/
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