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Summary

Generally, taxable income has included rental income from real property. However, an exclusion for de minimis(1) rental income (from the rental of a taxpayer's residence for a period of less than 15 days per year) was enacted by the Tax Reform Act of 1976, (P.L. 94-455). Since that time, a number of tax reform proposals have called for inclusion of de minimis rental income as taxable income. The most recent proposal was contained in a report prepared by the Joint Committee on Taxation at the behest of Senators Grassley and Baucus. The proposal would cap the currently unlimited exclusion at $2,000 and rental income greater than $2,000 would be included as taxable income. Deductions for operating costs associated with the rental period (and depreciation) would be allowable but would reduced in proportion to the ratio of excludable income to total rental income from the property. The effective date would be for taxable years beginning after the date of enactment.

The proposed changes would provide more equitable tax treatment of income than current law, but at the cost of increased record-keeping for taxpayers and enforcement problems for the Internal Revenue Service. It appears that no changes would be made to present-law treatment of expenses allowable to taxpayers (e.g., mortgage interest, property taxes, and casualty losses). The Joint Committee on Taxation has estimated that the proposal would increase revenues by approximately $10 million each fiscal year.

This report will be updated in the event of legislative changes.
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Summary

Generaly, taxable income has included rental income from real property.
Howerer, an exlusion fo de minii' enal income (fom the ental of  axpayer's
esidence for  period f les than 15 days per ear) was enacted by the Tas Reform Act
of 1976, (PL.94-455). Since that time.a umber of e reform proposals have called
Torinclusion of e mininis rntal incorse s taxable income. The ost ecentproposal

was contained in  reportprepared by the Joint Committee on Taxation at the behest of

tors Grassley and Bascus. The proposal would cap the curtenty unlnsited
xclusion at $2.000 und rental income greater than $2.000 would be included a taxable
income. ~ Deductions for operating costs associated with the rental period (and
depreciation) would be allowable but would reduced in proporion (o the ratio of
excludable income to tota rental income from the property. The effeetive date would
be for taxable years beginning afer the date of enactment,

“The proposed changes would provide more equitable ta tratmsent of income than
current e, but at th cost of increased record-keeping for 1axpayers and enforcement
problems forthe Internal Revenue Service. I appears that no changes would be made
o present-law treatment of expenses allowable (0 xpayers (¢.g. morigage interest,
property taxes, and casualty losses). The Joint Commitiee on Taxation has estimated
thatthe proposal would increase revenues by approxinsatly $ 10 million ach fscal yea.

“This report will be updated i the event of legisative changes

i report, de i et to  small b of rental days and i o necesrily meant
1o imply sl dollasamouns.
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