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INTRODUCTION 

The following is a summary of statements submitted for the record 
to the Finance Committee (received as of April 23, 1976) on the gen· 
eral subject of tax revision and extension of tax reductions. The topics 
are arranged generally according to the provisions in the House tax 
reform bill (H.R. 16012), the House energy bill (H.R. 68(0), the Ad· 
ministration's proposals on capital formation,' estate and gift taxes, 
social s~curity taxes and the taxable bond option, as well as othertopics 
covered' in the statements. . . '. 

This summary was prepared with the assistance of the Congressional 
Resear.q.h Service : Harry G. Gourevitch (Senior Specialistin Taxation 
and Fiscal Policy), along with Martha E]i~a:beth Smith"RobertF. 
De::\1:~~er, and. Howard Zaritsky (American Law Division). ". 

1. General 

PART I"':'INCOME TAX PROVISIONS 

A. Tax Shelters and, LAL 

Leo'IUW~W oodcock.,President, U A W . " 
AdvocatesIurther reform to prevent tax shelters,includmg,appLica· 

tion of the LAL restrictions on a venture·by-venture basistather than 
on a consolidated basis. 

Citizens OommUtee on Tax Reform, Stephen J. £lapp, Ohairman 
Urges the committee to limit artificial accounting losses by requir· 

ing that accounting losses be taken only against related income. 

Taxation With Representation, Thomas J. Reese, Legislative Director 
States that the keys to fundamental reform in the tax shelter area 

are: (1) realistic allowances for depreciation and depletjon, (2) capi
talization of all expenditures for assets lasting morethan 1 year, and 
(3) matching of business-related income and expenses through 
accrual basis accounting. 

RobertA. Treese, OP A 
Opposes the LAL provisions of H.R. 10612. Believes they would 

stifle investment in oil exploration and certain other economic activities 
rather than providing needed incentives for increased investments in 
such activities. 

Frederick E. Dauterman, Jr., Oolumbus, Ohio 
Considers LAL to be administratively complicated. and not neces~ 

sary if some of the deduction provisions are dealt with directly and 
if the top tax rates are lowered to below 50 percent. 

(1) 
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Earl Hall, LewistrYn, Idaho 
_ Objects ,to the LAL provisions as needlessly complex. Believes that 
If the deduction of artificial loses creates an inequity in the tax system, 
:such deductions should be disallowed to all taxpayers; otherwise they 
should be retained for all taxpayers. 

2. Real Estate 

Building Owners and Managers Association, International 
Opposes application of LAL to real estate. 

Greater Philadelphia Ohamber of Oommerce, John B. Huffaker, 
o hairman, Federal Tam Oommittee 

vVith regard to real estate, recommends that the following be de
leted: LAL, interest deduction limitations, and full recapture of de
preciation on residential property. 
Pizzagalli Oonstruction Oompany, James Pizzagalli, Vice P7'esident 

and Oownsel 
Opposes provisions of H.R. 10612 which would apply LAL to real 

estate and deny an immediate deduction for prepaid interest,as these 
changes would raise the costoIcapital, discourage investors, and lessen 
the demand for new construction. 

F7'ederick E. Dauterman, Jr., Oolumbus, Ohio 
Suggests that interest and taxes during construction be capitalized, 

since a buyer must capitalize these amounts in the price of the build
ing. Sees no reason why one who constructs the building should be 
treated differently. 
Landura 001'poration, Ricl~ard J. Bjelland, President 

Urges that the definition of low income housing in H.R. 10612, for 
purposes of the five-year deferred application of the LAL provisions 
to such housing, be amended to include housing under the Farmers 
Home Administration (FMHA) Rural Rental Housing Program. 

3. Farming 

Honorable Hiram L. Fong and Honorable Daniel K. Inouye, U.S. 
Senators, Hwwaii 

Recommend an amendment to the provision of the House bill which 
requires corporations engaged in farming (except family corporations 
and Subchapter S corporations) to use an accrual method of account
ing with the capitalization of preproductive period expenses. Their 
proposed amendment would allow corporations engaged in farming 
which have utilized an "annual accrual method of accounting", with
out capitalization of preproductive period expenses, to continue to use 
this method. The amendment would also allow a corporation which has 
previoasly used a static inventory accrual method to change to the 
annual accrual method of accounting with a lO~year spread 6f the 
adjustments. Note that this proposed amendment would help the sugar 
can~ and pineapple industries. . 
Pineapple Growers AssociatirYn of Hawaii and Hawaiian Sugar 

Planters' Association 
Support an amendment described in the stat~ment of Senat{)rsFong 

and Inouye, which would allow corporations in the sugar cane and 
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pineapple industries to continue to use an accrual method of accounting 
'without capitalization of preproductive period expenses. . 
American Hor8e Oouncil, Inc. 

Objects to LAL generally (and in particular tht definition of a 
farming syndicate), as well as to mandatory accrual accounting for 
certain farm corpO'rations. FavO'rs an "at risk" limitation such as that 
contained in the HO'use bill. Supports full repeal of code section 1251 
(relating to farm excess deductions accounts), rather than a termina
tion of further additions to excess deductions accounts (as was done in 
the House bill). 

Society of American Flori8ts and Ornamental Hortidulturists, Perry 
A. Rus8, Director of National Affairs . 

. OpPO'ses the LAL farming provisions of H.R. 1061~, asthey discrim
mate against new investors in farming ventures, discriminate against 
the corpO'rate fO'rm of business organization for farming,and are 
enormously complex and arbitrary. '. 

If the LAL approach of H.R. 10612 is to be applied to fa.rming, 
recommends that:. < c • < 

('1) The amount of unrelated income which can be offset by 
"accelerated deductions" be increased from $20,000. to $50,000; 

(2) The carryback O'f deductions which have been deferred by 
the LAL prO'visions be permitted under certain circumstances; 

(3) The LAL farm rules nO't apply to any person for whom 
gross income from farming is a substantial portion' (perhaps 50 
percent or more) of his gross income; and . 

(4) The required use of the accrual method,O'f accounting be 
eliminated. . 

American Farm Bureatt Federation, John O. Datt 
'Supports the objectives of the farming provisions of H.R. 10612 to 

curb the use of farming as a tax shelter by taxpayers with large non
farm incomes withO'ut penalizing taxpayers whO' are actual farmers. 

Believes that all farmers) including farm corporatiO'ns, should con
tinue to have the option of filing income tax returns on either a cash or 
accrual basis. 
National Ohristma8 Tree AMoeiation, Inc. 

Opposes the prO'visions of H.llo 10612 which include Christmas tree 
growers within the definition of "farm operations" for purposes of the 
limitations on artificial losses (LAL). 
William, F. McFarlane, Clovis, Oalifornia 

Urges that the aecrual method of accounting nO't be required of a 
farming corporation if it is eligible for subchapter S status but for 
the fact that it has a trust as a shareholder. 

Recommends in the case of a family corporation where two families 
are involved, deletiO'n of the requirement that ownership of the corpo
ration's stock by each of the two families must have continued for 10 
years prior to enactment of the bill. Believes the cash method of ac
counting should be available at any time to' twO' IaIllilies jO'ining in 
farming operations .thro~gh a family corporation, as it woul~ be in the 
ease of a partnership, WIthout regard to any ten-yearreqUlrement. 
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4. Oil and Gas 

Interstate Natural Gas Association of America: Walter E. Rogen, 
President 

Urges that the limitations on these deductions in H.R. 10612 
be eliminated because of the need for a high rate of return in a high
risk operation. 

Oalifornia Independent Producers and Royalty Association, James H. 
Woods, Ewemdive Vice President 

Objects to the House bill restrictions on the deductions for intan
gible drilling and development costs. States that independents will be 
faced with the difficult and inequitable situation of proving that 
exploratory wells drilled since January 1, 1976 qualify for the IDC 
writeoffs. Considers the two-mile rule for exploratory wells to be 
absurd, as the oil industry classifies exploratory wells as "wells seek
ing new reserves," regardless of distance from existing .production 
wells. 

Magnatew OQrporation, Charles H. Priddy, President 
. OPP9ses LAL for oil and gas. Believes LAL. will inhibit needed 
exploration for oil and gas and fails to take account of the large risks 
involved in discovering new development of new sources oIoil and 
gas. 
Greater Philadelphia Chamber of C017wwrce, John B. Huffaker, 

Chairman, Federal TaJ', Committee 
iVith regard to the limitation on depreciation of movies, .asks that 

the Committee Report make it clear that the transition rllleappearing 
on p!tge 111 of the 1Vays and Means Committee Report applies regard
]esso£ when the interest was acquired. 

5. Movies 

LaJ'1'y Gordon 
Expresses opposition to the LAL and tax shelter changes proposed 

in H.R. 10612 regarding the taxation of the motion picture industry. 

6. Equipment Leasing 

Greater Philadelphia Chamber of Commc1'ce,John B. Huffaker, 
Chairman, Federal Taw Com17'dttee 

Opposes LAL provisions with regard to equipment leasing. 

7. Sports Franchises 

Charle8 TValdauer, Profe880r of Econ01nic8, Widener Oollege 
Believes that the value of player contracts should be treated not as 

a depreciable asset, but as part of the franchise rights similar to the 
treatment of goodwill. 

8. Limitations on Interest Expenses 

American Land De'velopment A88ociation, GaryA. Terry, Ewec.uti1)e 
V~'ce President . .. . 

Opposes the provisions to impose an arbitrary ceiling on the deduct-
ibility of nonbusiness. L 
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Gl'eater Philadelphia Chamber of Commerce, John B. Huffaker, 
C hairman, Federal Taw Committee 

Objects to the $12,000 limitation on nonbusiness interest deduction. 
Suggests that interest and taxes be treated the same as interest on 
business loans. Also, proposes that interest that is disallowed be car
ried back as well as forward and that this carryback/carryforward 
treatment be available for personal loans as well as investment loans. 

9. Partnerships 

Greater Philadelphia Chambel' of ComnU3rce, John B. Huffaker, 
Chairman, Federal Taw Committee 

Recommends deletion of the partnership provisions of the House 
bill. 

10. Other 

Geothermal Resources International, Inc., Ronald P. Bald'Lvin, 
President 

Suggests that section 208 of H.R. 10612 be amended to exclude 
from the at-risk rule the deductibility of geothermal drilling and de
velopment costs associated ,,,ith projects financed under Government
guaranteed geothermal loans. 

B. Minimum Tax 

Honorable Mark O. Hatfield, U. S. Senator, Oregon 
Urges consideration of S. 802, as a general tax simplificationcreform 

amendment. Indicates that this bill would eliminate most tax deduc
tions and broaden the tax base. Explains that the proposal would be 
an alternative to the minimum tax for those up to $200,000 in income. 
and mandatory for those above that income level. The tax rate would 
begin at 10 percent and be graduated upward to 50 percent. 

Honorable Stanley N. Lundine, Member of Congress, New Yopk 
Proposes that all special tax preferences be eliminated and replaced 

,,,itll a simple progressive tax rate ( at lmver rates than at present). 
Feels that such a system would be acceptable, would simplify the tax 
system, would make it more equitable, and would reduce taxes on those 
with incomes below $20,000 (while increasing the tax on those,with 
incomes above $100,000). 
American Council for Capital Formation 

Recommends replacement of the present additional minimum tax 
(including House-passed amendments) with the alternative minimum 
taxable income proposal under which a taxpayer pays the higherofthe 
regular tax calculation or the tax under the minimmTl taxable income. 

Leonard "TV oodcock, President, U A 'W 
Maintains that the minimum tax has not been effective in preventing 

avoidance of tax by many. Indicates that the best way to ensure that 
everyone group their fair share of tax is to eliminate all tax prefer
ences. Until that is accomplished, recommends that the minimum tax 
rate be increased, the deduction be reduced, and the deduction for 
regular taxes be disallowed. Considers the House bill provisions to be 
a start in the right direction. 

70-431-76-2 



6 

Financial Exeouttves Institute 
Requests repeal of the minimum tax as it affects corporations. 

Southern Zffethoaist Vni~'ersity, James H. Zumberge, President 
Opposes subjecting the appreciation in long-term tangible personal 

property to the 10 percent or other minimum tax. 
United States Oatholic Conference, Eugene [{rasiclcy, General Oounsel 

Supports minimum tax provision in H.llo 10612. 
Association of Art "~hUielun DirectoT8, Evan If. Tltrner, P1'esident 

Endorses the Treasury Department:s Minimum Taxable In{'ome 
(NITI) concept and the total exclusion from MTI of charitable dednc
tions, as the retention of these deductions is important to the continued 
existence of museums. 
AmeTican Hospital Association 

Urges that whether the MTI concept is adopted or the existing 
minimum tax is modified, the full deduction for charitable contribu
tions be preserved. 
Oalifornia Independent Producers and Royalty Association, Ja1nes H. 

Woods, Executi~'e Vice President 
Objects to the House bill inclusion of intangible drilling and 

development deductions as tax preference. Claims that this will have 
a further detrimental effect on independent drilling. 
A1nerican Iron Ore Association 

Recommends repeal of the minimum tax for corporations or; at the 
least, requests removal of percentage depletion from the list of pref
erence items for corporations. Asserts that the iron ore industry is not 
a tax shelter for individuals and should not be burdened with that 
additional tax. 
Oitizens Oommittee on Tax Reform, Stephen J. Rapp, Ohairrnan 

Urges the committee to toughen the minimum tax by eliminating the 
deduction for taxes paid, decreasing the exemption from $30,000 to 
$5,OCO, and by raising the rate to 14 percent. 
Greater Philadelphia Ohamber of Oom1nerce, John B. HUffaJcer. Ohair

man, Federal Tax Oommittee 
Objects to the reduction in the amount of the exemption of prefer

ence income, as well as the increase in the minimum tax rate. 
Maintains that it is discriminatory to impose minimum tax on the 

bad debt deductions of lending institutions. 
Taxation With Representation, Thomas J. Reese, Legislative Di1'cetor 

Believes that fundamental reform is preferable to the complexity 
of the minimum tax, but that H.R. 10612 offers a good second best 
solution. 
Joseph H .. Orown, Attorney, New York Oity 
. Argues that the minimum tax is a weak attempt to deal with prob
lems of high income taxpayers who pay little or no tax and .that a 
preferable solution would be to abolish the tax preferences involved. 
However, believes that if the minimum tax is.to remain, the tax 
preferences should be expanded to include tax-exempt interest from 



7 

State and local bonds, itemized deductions in excess of 50 percent of 
AG I, and intangible drilling costs. Also, feels that the $30,000 exemp
tion should be reduced or eliminated, that the deduction for re~ular 
tax paid should be eliminated, and that a progressive rate shOUld be 
adopted instead of the present la-percent flat rate tax. 
E ad Hall, LewUston, Idaho 

Contends that enactment of the minimum tax provisions of H.R. 
10612 would dampen enthusiasm for capital investment. Suggests that 
enactment of these provisions should be deferred while the problem of 
capital needs and availability is under study. 
Virgil L. Frantz, Salem, Virginia 

Requests that capital gains from the receipt of patent royalties 
under section 1235 of the Code be excluded from "items of tax pref
erence"; or in the alternative, that only gains from contracts entered 
into on or after September 18, 1975, be included as an item of tax 
preference income. 
China Clay Producers (Indllst1wl Clay and Kaolin Divisions of Yam 

Engineering Corp., Englehard Minerals and Chemicals Co., Free
port Kaolin Division of Freeport ~MineraZs Co., J. M. Httber 
Corp. and Thiele Kaolin Co.) . 

Recommend repeal of the minimum tax as it applies to corporations. 
If repeal is not desirable or practicable, sug¥est: 

(1) deleting percentage depletion from hst of tax preferences; 
(2) requiring payment of greater of regular tax or minimum tax; 
(3) allowing carryforward of minimum tax payments for 7 years, 

as is allowed for ordinary tax payments in present law minimum tax 
to be used as offset against tax liability in later years; and 

(4) offsetting tax liability before credits against tax preference 
income. 
C oU'J'lfft1 of J eWUsh F edemtions and Welfare Funds 

Maintains that charitable contributions, including gi£tsof appre
ciated property, should not be subject to the minimum tax. 

C. Individual Income Tax Reductions and Tax Rates 

1. Individual Tax Reductions 

Honorable .MaJ'k O. Hatfield, U.S. Senator, Orego'n 
Purposes replacing the personal exemption with a $250 credit for 

adults. Maintains that a credit would remove the present tax advantage 
given to those with higher incomes. 
The NationaZ Retired Teacher's Association and the American Asso

ciation o/Retired Person.s 
Recommends that the increases in the low-income allowance and the 

percentage standard deduction (together with the accompanying 
changes in the tax return filing requirements) be extended at least 
through the end of 1976, as well as the current credit for personal ex
emptions. Believes that, in computing the total credit available, the 
taxpayer should be allo"ied a credit equal to $35 times the total numb(~r 
of exemptions which he is entitled· to claim under Code section 1'51, 
including exemptions for age and blindness. . 
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Proposes that the earned income credit be made permanent and not 
be limited merely to workers whose household includes a dependent 
chil~ , 

Leonard Woodcock, Pre8ident, VA W 
Urges extension of the tax cuts for individuals. In addition, pro

poses replacing the personal exemption deduction with a refundable 
per person tax credit of $225 in order to give relief to those not paying 
Federal income taxes. Contends that a credit would be more equitable. 
Suggests that this refundable tax credit be substituted for the $35 per 
person credit and the earned income credit but would be in addition 
to the increased standard deduction andlo,,<income allowalice. States 
that all of the tax relief from this proposal would accrue to households 
under $20,000 income. 
Ohicago AS80ciation of 001nmerce and lnclustry 

Supports the continuation through December 31, 1976, of the tax 
reductions due to expire .J nne 30, 1976; but opposes, at this tinie, any 
further reductions or extensions. 

United State8 Oatholic Conference, Eugene Krasicky, General 
Oounsel 

Support.s seGtion 402 of H.R. 10G12 providing that amonnts receiyed 
as refunds attributable to the earned income credit are not to be con
sidered part of an individual's resources for purposes of any inco111e 
eligibility tests under any federal or federally-assisted benefit or as
sistance program. 
Oitizen8 Comfrnittee on Tam Reform, Stephen J. Rapp, Ohairrrian 

Advocates'an increase of the personal exemption to $900, with an 
alternative $225 personal credit. Urges the committee to adopt an auto
matic future adjustment of the personal exemption, personal,credit, 
standard deduction, and low income allowance to reflect inflation. 

2. Tax Rates" 

Leonda1'd Woodcock, Pre8ident, U A W 
Recommends repeal of the maximum tax rate on earned income. 

National A880ciated Btt8ine8811wn, Inc., HOl1W1' E. Mar8h, Pre8ident 
Proposes periodic adjustments to the individuals' income tax brac

kets to reflect increases in the consumer price index, with' similar 
adjustments for personal exemptions, the minimum standard deduc
tion, and the $30 tax credit for each taxpayer, spouse, and dependent. 
Frederick E. Dautel"man, Jr., Oolumbus, Ohio 

Fa VOl'S a maximum tax rate of at most 50 percent on unearned as well 
as earned income, with one rate scale applying to single marrieds, and 
heads-of-household. (Also, suggests removal of certain deductions.) 

D. Revisions of Individual Income Tax Provisions 

1. Retirement Income Credit 
Hono1,Ctble Hiram L. Fong, U.S. Senator,Hawaii 

Proposes changes in retirement income credit beyond those proposed 
by H.R. 10612, so that the income subject to the credit would each.year 
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be the same amount as the maximum Social Security retirement benefit 
allowed for that year. 

N on-Oommis8ioned Officer8 A880ciation of the U.S.A., O.A.. frl cKinney, 
Di1'ector of Legislati1Je Affairs . 

Recommends: (1) increasing the retirement income credit to $2,500 
for individuals and $3,750 for joint returns; (2) raising exempt earn
ings limitations to $2,100 for persons aged 62 to 71 and $1,200 for per
sons under 62; and (3) authorizing military retirees to credit 6.5 per
cent of military retired pay against adjusted gross income. 
United States Oatholic Conference, Eu.qene K1'asicky, General Oounsel 

Supports section 503 of H.R. 10612 revising and. simplifying th~ 
retircmentincome credit and renaming.it the credit for elderly. How
ever, suggests providing to taxpayers filing as heads~of-households the 
same maximum base amount of $10,000 which is allowed to a married 
couple filing a joint return. Also, urges consideration of an escalating 
provision to increase the basis for the credit in accordance with the 
cost-of-living index. . 
The National Retired TeachC1"s A8sociation aruJ;tlw Ameri,car/b 

A8sociation of Retired Persons . . 
Contends that the retirement income credit should be ,restructnred, 

updated, simplified and cost-indexed. For purposes of computing the 
credit, suggests that all adjusted gross income (not just retirement 
income) up to a maximum $4,100 in the case of a single individual and 
up to $6,150 in the case of a married couple filing jointly should be 
taken into consideration. Feels that the credit shouldals.o. continue to 
be available to individuals under age 65 who receive pl,lblic retirement 
pension income subject to the same limitations 0:fthe·65 and ov~r 
group in computing the credit amount. Also, urges that th~ earned 
income test for the present retirement income credit be eliminated. 
The Retired Officer's Association, Oolonel George F. Hennriku8, Jr. 

Suggests the retirement income credit base shouldb~ increased to at 
least $4,100 (and preferably to $5,000 as proposed in H.R. 16580 dur-
ing the 93rd Congress). . . 

2. Sick Pay and Military Disability Payments 

American Life Insurance AS80ciation 
Opposes section 505 of H.R. 10612, which would restrict the sick pay 

exclusion to individuals retired on long-term disability and phase out 
the exclusion for all individuals with adjusted gross incomes in excess 
of specified limits. 

Believes simplification of the existing sick pay exclusion can be 
accomplished by removing the special lImitations applicable during 
the first 30 days of illness or disability. 
Non-Oommis8ioned Officers A8sociation of the U.S.A., 0. A. l1fcKin

ney, Director of Legislative Affairs 
Recommends that the present sick pay exclusion and disability pay 

exemptions be retained in the law, but that the applicable provisions 
be amended so that all military disabled retirees have one common 
"retirement age." 
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Disabled American Veteran8, Oharle8 L. Huber, National Director of 
Legi8Zat~ion 

Objects to the proposed partial removal by H.R. 10612 of the present 
exclusion from tax for disability pensions to Armed Forces retirees 
for a service-incurred disability. 
National A880ciation for Uniformed Service8 

Opposes section 505 of H.R. 10612 'which would (1) modify the 
sick pay exclusion and restrict it to taxpayers under age 65 who are 
absent from work on account bf permanent and total disability, and 
(2) eliminate the exclusion of military disability payments for 
all future members of the Armed Services (those joining after Sep
tember 24, 1975), except for amounts received for combat-related 
injuries or which are received as or are equal to Veterans' Adminis
tration disability compensation. 
II ealth Insurance A8sociation of America 

. Suggests simplifying the sick pay exclusion by making the exclu
SIOn fully applicable after·the 7th day of absence from work or on the 
1st day of hospitalization, whichever occurs first. 

Recommends increasing the amount of the sick pay exclusion from 
the $100 weekly maximum adopted in 1954 to $150 or $200 per week. 
Thomms J. Ree8e, Legislative Director, Taxation With Repre8entation 

Objects to the continuation of the sick pay exclusion. 
The National Retired Teacher'8 A880ciation and the American 

A8sociation of Retired Per80n8 
Maintains that the sick pay exclusion should continue to be avail

:able to an eligible individual until "normal" or mandatory retirement 
age is reached. 
Oharle8 Waldauer, Profe880r of Economic8, Widener Oollege 

Believes that there is no logical reason for excluding sick pay from 
taxable income if the pay is fully provided by the employer. 

The Reti1'ed 0fficer'8 A880ciation, Oolonel George F. IIennriku8, Jr. 
Urges elimination of the provisions which repeals the sick pay ex

.elusion under Code section 103 (a) for those presently retired for dis

.ability and those now on active duty who may be retired for disability. 
Also, requests that the sick pay exclusion relating to amounts excluded 
from gross income under wage continuation plans not be reduced on 
the basis of adjusted gross income. 

,3. Moving Expenses 

Non-Oommi88ioned Officer8 A880ciation of the U.S.A., O. A. McKin
ney, Di1'ector of Legi8lative Affair8 

Recommends that military personnel be permanently exempt from 
the requirement to report moving expenses and reimbursements on 
.annual tax returns. 

Financial Executive8 In8titute 
Urges that the moving expense deduction provisions be liberalized 

by increasing the dollar amounts deductible and the period of time 
when an employee is entitled to temporary living quarters. Recom-
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men,ds rcduci;l1g the 50-mile ru:e to ~O miles and providing for the ex
cl~slon of reimbursed costs of movlIlg household goods .without any 
mIleage test. 

Thomas J. Reese, Legislative Director, TamationWith Representation 
Opposes the increase in the maximum deduction. 

GTeater Philadelphia Chamber of CommeTce, Jolvn B. Huffaker, 
Ohairman, Federal Taw Committee . 

Considers the new deductible limits on moving expenses to be un
realistically low. Urges. consideration of setting these limitations at a 
more realistic amount. 

4. Itemized Deductions 

Amerioan Life Insurance Association 
Opposes the Administration's proposal to eliminate the separate 

deduction of one-half of a taxpayer's health insurance premiums up 
to $150 and to make the entire amount of a taxpayer's premiums sub
ject to the 3-percent floor on medical deductions. Believes thatsimpli
tication of the tax return can be accomplished by eliminating the 50-
percent limitation (up to $150) on deduction of health insurance 
premiums. 
Health Insurance Association of America 

Objects to the Administration's proposal to eliminate the separate 
deduction for one-half of a taxpayer's health insurance premiums up 
to a maximum deduction of $150. Suggests simplifying. the medical 
expense deduction for health insurance premiums by eliminating the 
present limitation on the amount deductible for premiums: . 
The National Retired Teacher's Association and the American .4sso

ciation of Retired Persons 
Believes that the medical expense deduction should be made a de

duction from gross income in computing adjusted gross income, that 
the one-percent floor with respect to medicine and drugs should be 
eliminated, and that the three-percent floor should be eliminated in 
the case of the elderly. 
JohnA. Bailey, Attorney, Houston, Tewas 

Argues that a "radical simplIfication" of the tax code (including 
elimination of itemized deductions), as proposed by Treasury Secre-
tary Simon, should be adopted. . 
.Amerioan A ooounting Association, James E. IV heeler, Ohairman, 

Oommittee on Federal Inoome Tawation 
Recommends restructuring personal deductions to permit all deduc

tions that are related to earning income, including expenses of employ
I'es, as deductions from gross income and all personal consumption ex
penditures as deductions from adjusted gross income through itemized 
deductions or the percentage standard deduction, 
Oouncil /01' Financial Aid to Education 

Maintains that the deduction for charitable contributions is not a tax 
loophole. Urges that no restrictions be placed on such tax deductions 
because of the need of private philanthropic organizations. 
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Frederick E. Dauterman, h'., OOlltmbus, 0 hio 
Recommends elimination of certain deductions, such as the interest 

deduction. Favors changing the deduction :for medical expenses and 
State~local taxes into a credit (with some appropriate maximum), as 
a more equitable way of treating such expenses. 

E. Business-Related Individual Income Tax Provisions 

1. Business Use of Home and Vacation Homes 

Amc1';r:a11. AS8ociation of Uni?Jc1'8ity P)'o/es801'8, Joseph Duffey, Gen
eral 8cCl'ctary 

Opposes the enactment of section 601 of H.R. 10612 relating to the 
cleduction for expenses attributable to business use of homes. States 
that the present deduction permits faculty members of universities 
to establish a more accul'atecomputation of their taxable income and 

. that the expenses of a home office are directly attributable to the eus
tomaryduties of faculty members. 

JIal'tin A. Gage, Pro/e8sor of Accounting, Widener Oollege 
Hecommends elimination of the requirement of R.R. 10612 that 

(leductions for home office expenses be limited to the gross income de
rived from the use of a home office reduced by those deductions which 
are allo,ved regardless of whether or not they are business expenses 
( e.g., interest and taxes). . 

Roy Slade, Director, Oorcoran Gallery of Art 
SUNYorts the basic purpose of the House bill limitations on deduc

tions tOl'liome business expenses. However, expresses concern that.it 
may discriminate against artists whose income is not regula,r and who 
nsc part of their home for business-related purposes. Suggests dele
tion of the word "exclusively" in the.provision. 

S. Richard Fine, Ohicago, Illitnois 
Objects to section 601 of R.R. 10612 relating to business use of a 

home and the rental of a vacation home. States that the meaning of 
the term "rental" in section 601 is unclear in light of the concept of a 
rental pool ,vhich permits an owner whose unit is available for rental 
but is not rented to share in the. rents received by other owners whose 
units arcin fact rented and occupied. 

Believes that a final determination of residential use based on 18 days 
of personal occupancy in section 601 (d) (1) is unduly restrictive. 
American Land Development AS8ociation, Gary A. Terry, Executive 

V ice President 
Opposes the restrictions of section 601 of R.R. 10612 on deduc

tibility of legitimate expenses incurred with respect to vacation homes . 
.11 aJ1'lott Oorporation 

Requests that the House provision concerning personal use of vaca
tion homes be amended to (1) change the 5 percent or 14-day limita
tion to 10 percent or 28 days, and (2) exempt mandatory hotel rental 
pool condominiums where a maximum of 28-day personal use limita
tion applies. 
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MartinA. Gage, Profe880r of Accou11Jting, Widener Oollege 
Generally agrees with the changes in the rules for deduGtions for 

business use of the home. Believes that the deductions should be limited 
to the excess of the gross income derived from the use of the home over 
any deductions attributable to such use. However, worries about the 
case of an employe who is required in his job responsibilities to work 
at home whose salary is fixed and receives no additional income be
cause of his home work. Suggests that the rules be clarified to make 
certain that some deduction can be obtained in that case even though 
no extra gross income may result from the employee's business use of 
the home. 

Suggests that the new rules limiting deductions for rental of vaca
tion homes be removed from new code section 280 and placed in code 
section 183 (where existing rules on deductions for vacation homes are 
placed). 
Greater Philadelphia Oha1nber of Oom;merce, John B. Huffaker, 

o hairman, Federal Tax Oommittee 
Maintains that deductions that are associated with the production of 

income should not be disallowed as under section 601 of the bill (deal
ing "\vith the deduction for expenses attributable to business use of 
homes). Also, indicates that the House provisions relating to vacation 
homes are extremely complex and are not justified. 

2. Deductions for Conventions Outside the United States 

The British-American Ohamber of Oom;merce, New Yark 
Objects to the House provision. Believes that the present Code and 

regulations are adequate to police any abuses. Considers the proposed 
restriction to be a restraint on free exchange of trade. 
Embas8Y of Ireland 

Maintains that the proposed change is discriminatory and especially 
serious for Ireland, as tourism is Ireland's second largest industry and 
second largest earner of foreign exchange. 
Jame8 E. Bate8, Pre8ident, JEB, Inc. 

Urges rejection of the proposed limits in House bill on deduction 
for attending foreign conventions. 
International A880ciation of Holiday Inn8, Jame8 L. Schwartz, 

Pre8ident 
Opposes the provision in the House bill which would limit the de

ductibility of expenses incurred in attending conventions in foreign 
countries. 

The United State8-Mexico Ohamber of Oommerce 
Objects to the provisions of H.R. 10612 to curtail the deduction of 

expenses incurred in attending conventions held outside the United 
States. 
American Ohamber of Oommerce of Mexico 

Opposes the provisions of H.R. 10612 which would limit the de
ductibility of expenses for attending conventions outside the U.S. 
Believes that enforcement of existing regulations would be sufficient 
to curb existing abuses in this area. 

70~431-76-3 
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American Bar A880ciation, John P. Bracken, Ohairman, Hou8e 01 
Delegate8 

Disapproves the provisions of section 602 of H.R. 10612, relating to 
deductions for attending foreign conventions. Believes that if past 
abuses cannot be adequately treated by regulation under existing law, 
Congress should carefully draft a ,Provision which would reach docu
mented abuses only, without resultIng in added complexity and added 
administrative burdens. 

Earl Hall, Lewi8ton, Idaho 
Believes proposed section 602 in H.R. 10612 is very complicated for 

the relatively small number of taxpapers affected, and that it would 
require taxpayers to conduct time-consuming research to determine 
the lowest coach or economy rate of any commercial airline. 

F. Business Tax Changes and Capital Formation 

1. General 

H O1wrable Oharle8 H. Percy, D.S. Senator, Illinoi8 
Recommends that H.R. 10612 be amended to include capital forma

tion incentives, such incentives being needed to assure full employ
ment and an acceptable standard of living for all workers. 
O. Lowell Harri88, Profe88or of Economw8, Oolwmbia Dnive1'8ity 

Favors changes in the tax system to provide new incentives for 
private saving and investment. 

Erie Oownty Legi8lature, Buffalo, N C1.0 York 
Petitions the Congress to enact H.R. 8053, the Jobs Creation Act 

of 1975, to permit increased private capital investment in order to 
stimulate the economy, accelerate productivity, and enable creation 
and restoration of jobs in private industry. 
Beatrice Ohamber of Oommerce, Beatrice, Nebraska 

Recommends the enactment of the Jobs Creation Act, H.R. 8053, as 
an amendment to H.R. 10612. 

2. Investment Credit 

Honorable J ame8 B. Pear80n, D.S. Senator, K ansa8 
Proposes enactment of a 13-percent investment tax credit through 

December 31, 1980, and 10 percent thereafter for investment in desig
nated "balanced growth" areas. Qualified areas would be rural counties 
and parts of urban counties experiencing unusual population declines. 
Eligible industries would be those engaged in manufacturing, proc
essing, assembling and distributing personal property. 

Honorable Oharle8 H. Percy, D.S. Senator, Illinoi8 
Supports S. 2629, which would provide a 10-percent tax credit for 

additional workers hired by private industry in 1976 and 1977, and 
would require that the dollar value of the credit for all but the first 
two workers be used for new investment. 
National Federation of Independent Busines8, Jame8 D. McKevitt, 

Washington Oounsel 
Endorseb extension of investment tax credit at 10 percent. 
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Financial Executives Institute 
Recommends a permanent 12-percent investment credit. 

American Oouncil for OapitalFormation 
Proposes revision of investment tax credit by (a) raising the credit 

to' 12 percent, (b) remDving the 50-percent limitatiDn, and (c) provid
ing for a refund Df unused investment credits at the expiration Df the 
carryforward period. 
Electronic Industries Association 

Favors a permanent 10-percent Dr 12-percent investment tax credit. 
Trans Union Oorporation, J. W. Van Gorkom, President 

RecDmmends the adoption of the 1974 Treasury propDsal to refund 
any unused investment credit, although prefers only a one-year wait
ing period rather than the three years the Treasury recDmmended. 
States that the growing leasing business particularly is unable to use 
the full credit even thDugh leasing rates are based on the assumption 
it can be fully used. 
Machinery Dealers National Association 

Requests the removal Df the $100,000 limit Dn used property eligible 
fQr the investment credit; or, if this is nDt done, suggests a 5-year 
carryfQrward fDr used prDperty. Asks that t,he investment credit be 
made permanent. 
W estern Union Telegraph 0 ompany, Richard L. 0 alZahan 

Urges the enactment of legislatiDn eliminating the dual rate invest
ment credit system (i.e., establishing the same investment tax credit 
for all industries). 
Pizzagalli Oonstruction Oompany, Jame8 PizzagalZi, Vice President 

and Oounsel 
Supports increasing the investment credit to' 12 percent. 

J. A. Jones Oonstruction Oompany, Tom McDine 
Favors increasing the investment credit to' a permanent 12-percent 

level. 
RecDmmends that the investment tax credit be made applicable to' 

new construction equipment purchased by U.S. cDnstructiDn CDmpan
ies in the United States fDr use outside the United States. 
Ohicago Association of Oommerce and Industry 

Supports increasing the investment credit to 12 percent for all busi
nesses with nO' basis reduction, allowance Df the credit as an offset 
against the entire amount of tax liability rather than Dnly 50 percent 
of tax liability as under current law, and a refund of an unused credit 
which is about to expire. 
The Association of OM edia Producers 

Urges that R.R. 10612 be amended so as to include educational films~ 
filmstrips, and videoapes as items eligible fDr the investment tax 
credit. 
AmeTican Iron Ore A8sociation 

Supports increasing the credit to 12 percent with no basis reduction. 
Recomends that the investment tax credit be made applicable to> 
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property acquired in the United States for use in foreign iron ore 
operations owned by United States taxpayers. 
National Associated BU8inessmen, Inc., Homer E. March, President 

Suggests that the investment credit be permanently increased to 12 
percent, with an additional 3 percent allowed for contributions to em
ployee stock ownership plans. 

Leonard Woodcock, President, U A W 
Urges deletion of the extension of the increase in the investment 

credit from 7 to 10 percent as costing too much in lost revenues. Con
tends that capital spending will increase as soon as businessmen feel 
confident that the recovery is solid and durable. Asserts that tax 
credits do not hasten this process. 
Greater Philadelphia Ohamber of Oommerce, John B. Huffacker, 

Ohairman, Federal Tam Committee 
Supports the 4-year extension of the 10-percent investment credit, 

as well as increasing; to $100,000 the limitation on used property pro
vided by the House bill. 

3. Depreciation and Amortization (Cost Recovery) Allowances 

Honorable Oharles H. Percy, U.S. Senator, Illinois 
Endorses the President's plan for rapid amortization of plants and 

equipment in high unemployment areas, as it would help to reduce 
unemployment and preserve industrial stability in those areas. 

National Associated Businessmen, Inc., Homer E. Marsh, President 
Contends that any cost recovery allowance deduction should re

flect at the end of each year for each item accumulated depreciatioll 
sufficient to replace the item as of that date, and that there should be 
also full recapture by the Treasury of any excessive cost recovery al
lowances realized upon the sale, exchange, or involuntary conversion of 
facilities over the recoverable basis of those facilities. 
Machinery Dealers National Association 

Recommends additional first-year depreciation for small businesses 
under section 179. Also, proposes an increase in ADR from 20 percent 
to 40 percent. 
Interstate Natural Gas Association of America, Walter E. Rogers, 

President 
Proposes 'a 5-10 year capital cost recovery period or an increase 

in ADR from 20 percent to 40 percent. Also, requests clarification of 
the law to permit the deduction of start-up costs of energy facilities. 
American hon Ore Association 

Recommends replacing the present depreciation system with a flex
ible capital cost recovery system. In addition, suggests giving taxpayers 
the option of an immediate deduction for pollution control facilities. 
Electronic Industries Association 

Favors replacement cost depreciation. 
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Financial Executives Institut,e 
Recommends a flexible capital recovery allowance system permit

ting investments in machinery and equipment to be recovered over as 
little as 5 years, as well as 'a substantial reduction in the capital recov
ery period for industrial buildings, with both starting as costs of new 
construction are incurred. Also, proposes an immediate writeoff of pol
lution control expenditures at the taxpayer's election. 
American Oouncil for Oapital Formation 

Proposes depreciating assets at a rate which reflects the impact of 
inflation rather than original cost. 

Leonard Woodcock, President, U A W 
Advocates repeal of ADR. 

Ohiaago Association ,of Oommerce and Industry 
Supports the adoption of a liberal cost recovery system in place of 

the present useful life system, or in the alternative that taxpayers be 
allowed depreciation deductions in a period 40 percent shorter than 
,vould be allowed under the guidelines for determining useful life. 
Urges the enactment of a provision giving taxpayers an election to 
deduct expenditures for pollution control facilities. 
National Associated Businessmen, Inc., Homer E. Marsh, President 

Recommends the enactment of a form of replacement cost deprecia
tion in order to reflect cost increases due to inflation. 
Frederick E. Dauterman, Jr., Oolumbus, Ohio 

Proposes setting statutory lives for depreciation to remove subjec
tivity, such as 25 years for apartment buildings. Feels that such 
shorter lives would remove the need for the various accelerated de
preciation methods which complicate depreciation deductions. Also, 
if capital gains continues, suggests full recapture on all depreciation. 
J. A. Jones Oonstruction Oompany, Tom McDine 

Supports a shortening of the asset depreciation range and a one-year 
writeoff of pollution abatement equipment. 
Pizzagalli Oonstruction 00., James Pizzagalli, Vice President 

Favors increasing the ADR to 40 percent. 

4. Corporate Tax Rates and Surtax Exemption 

National Associated Businessmen, Inc., Homer E. Marsh, P.resident 
Proposes that the tax rate on the first $:'50,000 of corporate income 

be reduced to 20 percent, that the next $50,000 be taxed at 22 percept, 
and that the present 48-percent rate be applicable only to taxable In

come in excess of $100,000 (and that these not be temporary changes). 
Also suggests that these amounts be adjusted at five-year intervals 
according to changes in the consumer price index. 
National Federation of Independent Business, James D. McKevitt, 

Washington Oounsel 
Recommends permanent enactment-rather than one-year exten

sion-of the 20-percent tax rate on first $25,000 and 22 percent on next 
$25,000 of taxable income, as in the House-passed bill. 
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111 achincl'Y Dealel's 2\1 ational Association 
Proposes an increase in the corporate surtax exemption to $100,000. 

Louis H. T. Dehmlmv, Pl'esident, Gl'eat Lakes TCl'minaZ and Tmnspol't 
o OJ'pomtion 

Urges an increase in the corporate surtax exemption to $100,000 to 
foster the growth of small businesses. 
Leonard 1!V oodcock, President, U A W 

Recommends rejection of the extension of the lower corporate tax 
rates on the first $50,000 of taxable income. 

Fl'ederick E. Dauterman, Jr., Oolumbus, Ohio 
Suggests a top corporate tax vote of 40 percent. 

5. Corporate Tax Integration 

Ohicago Association of Oommerce and Industry 
Supports elimination of the double taxation of dividends along the 

lines of the proposal under which the corporation ,,'ould be allowed a 
deduction equal to 50% of the dividend, and the shareholders would 
pick up 50% of the dividend in gross income and be allowed a credit 
against tax equal to the gross-up. 
O. Lowell Harriss, Pl'ofessor of Economics, Oolumbia University 

Snpports proposals to end the double tax on distributed corporate 
earnings in order to facilitate business capital formation. 

National Associated Businessmen, Inc., Homer E. Jl1arsh, President 
Advocates that the double taxation of corporate income resulting 

from separate taxes on corporate profits and on shareholder dividends 
be removed, preferably at the corporate level. 
Electronic Ind~lstries Association 

Favors elimination of the double taxation of corporate income. 

American Oouncil f01' Oapital Formation 
Supports elimination of double taxation of corporate dividends. 

Financial Executi~'eslnstitute 
Urges steps toward alleviating double taxation of corporate dis

tributions. 

StockholdeT8 of America, Inc., "tlargaret Oow Sullivan, President 
Proposes a stockholder dividend tax credit under which the div

idend would be grossed up by the amount of the tax paid on it by 
the corporation and a credit would be claimed for the amount of tax 
paid. 

Interstate Natuml Gas Association of America 
Recommends that integration be achieved by a credit at the share

holder level. 

Frederick E. Dauterman, Jr., Oolumbus, Ohio 
F,avors removal of the double tax on dividends. 
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6. Stock Ownership Incentives 

A'ational Venture Oapital Association, Richard Henschen, Ohairman 
. ~avors broadened stock ownership plan which would permit an in

dIVIdual to be taxed only at such time that the stock is disposed of 
and a gain realized. 

Stockholders of America, Inc., Margaret Oow Sulli1)an, Pre8ident 
Supports President's broadened stock ownership plan, which would 

permit a deduction for amounts invested in common stock or mutual 
funds. 

American Oouncil for Oapital Forrnation 
Recommends tax deferral or tax credit for income invested in com

mon stock. Also, endorses tax deferral for dividend reinvestment 
plan. 

Eugene M. Lerner, Olw:irman, Finance Department, Northwe8tern 
Univer8ity 

Urges the committee to enact legislation that treats dividends which 
are automatically reinvested by shareholders in the corporation as tax
free dividends. Believes that this proposal would improve the effec
ti \"cneSS of the nation's capital market. 
Ohicago Association of Oommerce a;nd Industry 

Supports amendments which will (1) increase the usefulness of 
the additional 1 % investment tax credit now allowed to a taxpayer 
who contributes such amount to an Employee Stock Purchase Plan, 
(2) permit a second -tier subsidiary to acquire stock of its grandparent, 
and (3) permit a taxpayer to recover its contribution to an Employee 
Stock Purchase plan if the 1 ~Io investment tax credit is later recap
tured. 

7. Oil and Gas and Other Depletable Minerals 

Ame1'ican Iron Ore A8sociation 
Recommends the retention of percentage depletion for iron ore 

in its present form and at its present 15% rate. 
William O. Lane, Jr., Attorney, on behalf of Aladdin Petroleum 

Corp., Herbst Oil 00., Denny Klepper Oil 00., Kocolene Oil 
Oorp., Martin Oil Sepvice, Navajo Refining 00., and Power Test 
Oorp. 

Maintains that the exclusion of independent gasoline retailers from 
the benefits of percentage depletion (under sec. 613A(d) (2» not 
only results in an exceptional economic hardship but is at variance 
with the intent of Congress to preserve percentage depletion for the 
independent, nonintegrated producer. 
Oharles Waldatwr, Professor of Economics, lVidcner Oollege 

Advocates that intangible drilling and development costs be treated 
as capital outlays subject to depreciation (rather than as current 
expenses) . 
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Frederick E. Dauterman, Jr., Oolumbu8, Ohio 
Suggests allowing the current writeoff for intangible drilling costs 

only after the well is proven unproductive. For productive wells, 
maintains that the IDe should be capitalized. 

8. Net Operating Losses 

National Venture Oapital A880ciation, Richard Henschen, Ohairman 
Favors increasing the loss carryforward period to 10 years or more. 

Donald O. Evans, Jr., Attorney, Wa8hington, D.O. 
Proposes adoption, on a prospective basis, of an optional method 

for treatment of net operating losses, under which the taxpayer 
could elect a 10-year carryover period in lieu of the 3-year carryback/ 
5-year carryover allowed generally under present law. SU!lgests that 
the election for the optional carryover period be allowed separately 
for each loss year, but once made for any year it should be binding 
upon the taxpayer. 

Michael Waris, Jr., Attorney, Wa8hington, D.O. 
Recommends that taxpayers with net operating losses incurred 

from 1970 through 1975 be permitted to convert whatever carryover 
periods these losses are entitled to under present law into extended 
carryback periods. Proposes that tax refunds attributable to net 
operating losses from these six years be limited to a maximum amount 
of $5 million per taxpayer, and that amendments to prohibit traffick
ing in loss carryovers also be enacted. 
The John Swenson Granite Oompany, Inc., Kurt M. Swenson, Execu

tive Vice Pre8ident 
Urges adoption of a bill to permit small businesses a 10-year carry

back for net operating losses arising from tax years beginning after 
December 31, 1969. Recommends that the bill be restrictea to small 
business either by limiting the amount of the refund or by using an 
appropriate definition of a qualifying small business. 

9. Mortgage Tax Credit 

Veteran8 of F01'6ign War8, Thomas O. "Pete" Walker, Oommander in 
Ohief 

Suggests that if the committee considers S. 2772 (providing for 
"Uniform Tax Treatment of Financial Institutions Act"), that bill 
should be modified so that the the Federal National Mortgage Asso
ciation will receive the same tax credit that is afforded to other lend
ing institutions. Believes not allowing the credit for that association 
would put it at a disadvantage versus other financial associations and 
would specifically hurt veterans, because nearly 50 percent of Veter
ans Administmtion guaranteed home loans are purchased by the Fed
eral N atioll'al Mortgage Association. 

10. Utility Tax Proposals 

Paine, Webber, Jack80n & Ourti8, Incorporated, A. Jone8 Yorke, 
Pre8id.ent 

Recommends a permanent increase in the investment tax credit for 
utilities to 12 percent, the deferral of tax on automatically reinvested 
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utility dividends, and at the option of the issuer, a tax deduction 
on dividends on new issues of utility preferred stock. 

Western Union Telegraph Oompany, Richard L. Oallabhan 
Recommends the adoption of a permanent, uniform investment 

tax credit applicable to all industries, both public utilities (including 
telegraph companies) and nonpublic utilities alike. 

Monongahela Pmver Oompany, Richard S. Weygandt, Vice President 
Supports S. 1957, which would prohibit a State from taxing elec

tricity generated within that State and transmitted to another State 
for consumption there. 

Kenneth Hollister, First Vice President-Research, Dean, Wvtter eX! 
00., Inc. 

Asks that all utilities (rather than just electric utilities) be included 
in the Administration's utility tax program. Claims that favoring one 
type of utility will draw investment away from other utilities. 
11. Railroad Tax Proposals 
TaQJation with Representation, Thomas J. Reese, Legislative Director 

Opposes the proposed five-year amortization provisions in H.R. 
6860, for railroad yards, signals, and railroad rolling stock. Contends 
that the benefits would inure to financial institutions and profitable 
railroads who do not need them, rather than the financially troubled 
railroads, which do need them. Recommends that these incentive bene
fits in any event be denied to corporate lessors of yards, signals, etc. 
Believes that if Congress w:ants to aid railroads it should do so 
through direct appropriations. 

G. Capital Gains and Losses 

Honorable Mark 0 . Hatfield, U.S. Senator, Oregon 
Urges consideration of S. 1142, to increase the exclusion from gross 

income of capital gains from the sale ofa residence by an individual 
age 65 or older. Suggests raising the amount from $20,000 to $35,000 
to reflect the general rise in home prices since 1964 when the provision 
was enacted. Notes that this was previously approved by the House 
Committee on 'Ways and Means in 1974. 
Electronic Industries Association 

Fa vors elimination of the capital gains tax on the sale of depreciable 
assets. 
The National Retired Teacher's Association and the American Asso

ciation of Retired Pe1'8ons 
Feels that the present $20,000 sales price maximum for the 'amount 

of gain on the sale 'of a residence which 'an aged individual may ex
clude from gross income should be increased to not less than $40,000. 
Leonard Woodcock, P1'esident, U A W 

Contends that the capital gains provision discriminates against 
earned income. Urges action to end the preferenti,al treatment 'Of capi
tal gains income. 

70-431-76-4 
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National Venture Oapital A880ciation, Richard Hen8chen, Ohairman 
Favors reduction in capital gains by imposing a graduated capital 

gains tax as contained in S. 443 (introduced by ~enator Bentsen) . 

American Oouncil for Oapital Formation 
Endorses sliding-scale inclusion ratio for long-term capital gains 

that decreases as the holding period lengthens. 

Stockholder8 of America, Inc., Margaret Oom Sullivan, Pre8ident 
Supports deduction of $5,000 for net capital losses ·against ordinary 

income with a 3-year loss carryback. Endorses a sliding-scale exclu
sion ratio for long-term capital gains, increasing above 50 percent by 
2 percent each year of holding until ratio reaches 80 percent exclusion 
after 15 yeaTs. 

Greater Philadelphia Ohamber of Oommerce, John B. Huffaker, 
Ohairman, Federal Tam Oommittee 

Recommends adoption of the provision as reported by the Commit
tee on vVays and Means to allow individuals capital loss carry backs 
similar to those allowed corporations, but with an amendment that 
would not make it retroactive to losses prior to 1975. Feels that section 
1212 of the Code should be amended to apply to losses of less than 
$30,000 in order to avoid restricting the tax benefits to high-bracket 
taxpayers. 

Ohicago A880m~ation of Oornmerce and Indu8try 
Recommends retention of the current capital gains treatment for 

assets held behveen six months and one year, and that there be a gradu
ated reduction in the rate of tax on property held over one year. Sup
ports an increase in the amount of a capital loss which may be deducted 
against ordinary income. 

In'ue8tment Oompany Institute, Robert L. Augenblick, Pre8ident 
Supports proposed extension in H.R. 10612 of net capital loss carry

over for regulated investment companies from 5 years to 8 years. 
National A880ciated Busine88men, Inc., Homer E. Marsh, Pre8ident 

Believes that capital gains should not be subject to tax. Recommends 
that at least capital gains should be reduced by the amount of in
crease in the price level that has taken place since the purchase of the 
individual security or property, or that capital assets should be subject 
to tax-free roll overs if the sale of the property does not result in a re
duction of capital investment. 

Frederick E. Dautcrman, Jr., Oolumbu8, Ohio 
Favors elimination of special capital gains deduction, but with full 

offset of capital losses against income if capital gains treated as other 
income. Believes that income averaging obviates the need for snecial 
treatment of capital gains (along with proposal for reducing the top 
tax rates to below 50 percent) . 

H. Export and Foreign Income 
1. DISC 

Aerospace Indu8trie8 Association of America, Inc. 
Opnoses repeal or modification of the DISC concept (particularly 

any changes in connection with military exports). 
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American Seed Trade Association, Harvey W. M auth, President 
Recommends that seed and other agriculture exports remain eligible 

for DISC benefits. Believes that DISC benefits should be increased 
from 50 to 100 percent and that the incremental base period provisions 
are unworkable. Asserts that the exclusion of agricultural products 
from future DISC benefits would trigger a tax on all past DISC 
deferrals and feels this amounts to a penalty for activity which was 
officially encouraged. 
Financial Executives Institute 

Urges that the present DISC provisions be continued. 

Leonard Woodcock, President, U A W 
Urges repeal of the DISC provision as an inefficient subsidy benefit

ing well-established exporting industries. Contends that the House bill 
would recover only about one-third of currently lost revenues. 
iYational F'lsheries Institute, Inc., Gustave Fritschie, Director of Gov-

ernment Relations 
Views with concern the provisions to exclude certain agricultural 

products and commodities (including fish) from DISC coverage. 
Claims that this would have a damaging effect on the domestic fishing 
industry. 

The American Meat Institute 
Opposes the curtailment of the DISC program proposed by H.R. 

10612. Believes that the DISC program, by promoting the export of 
surplus agricu1tural commodities, has provided economic benefits to 
the economy, while alleviating world food shortages, reducing the 
costs of U.S. government subsidies, and lowering the price of agricul
tural products to American consumers. 
Taxation With Representation, Thorn.as J. Reese, Legislative Director 

Asserts that the DISC provisions of the Code should be repealed 
entirely. 

The Rochester Tax Oouncil, Rochester, NMO Y01'k 
Recommends that the DISC program be continued in substantially 

its present form or, at most, that it be modified by the incremental 
approach of H.R. 10612. Believes that any further cutbacks would 
cause substantial harm to the export position of domestic companies. 
N ationallndependent 111 eat Packer's Association, John M ohay, E xecu-

tive V ice President 
Opposes all the changes in the DISC program proposed by II.R. 

10612. 

Greater .Philade!phia Ohamber of Oommerce, John B. H1lffaker, 
Ohmrman, Federal Tax Oommittee 

Recommends that the provisions of the Internal Revenue Code 
covering DISCs be amended to provide for 100-percent dererral of 
qualified export income. 

National Ootton Oouncil of Amm'ica 
Opposes the provision in the House bill eliminating DISC benefits 

generally. for agricultural and horticultural commodities and prod
ucts. IndIcates that the general exclusion in the House bill is not 
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needed and discriminates against farming because present law allows 
the President to exclude from DISC eligibility any product he deter
mines to be in short supply. 
Oharle8 lV aldauer, Profe880r of Economics, lVidener Oollege 

Proposes that the DISC provisions be repealed as of December 31, 
1976. 
Electronic8 Industries Association, V. ,1. Adduci, President. 

Urges that the DISC provisions be retained in their present form. 
Leaf Tobacco Exporters Association, Hugh O. Kiger, Executive Vice 

President 
Opposes the limitations on the DISC program prQPQsed by the 

HQuse bill. 

XOEL Oorpomtion, Thomas E. Brydon, President 
Believes that the DISC legislation is 'One 'Of the mQst effective pieces 

of trade legislatiQn ever prQduced by CQngress, 'and that in the case of 
his company it enables the cQmpany tQ justify a cQntinuatiQn of ex
ports (which have grQwn c'Onsiderably). CQntends that eliminatIOn 'Of 
DISC would dQ irreparable harm tQ exp'Ort prQgrams f'Or small and 
medium-sized cQmpanies. 
ilfid-Oontinent Supply 00., Fort lV orth, Texas 

Urges retBntiQn 'Of the DISC prQvisiQn. Claims that the HQuse prQ
visiQn WQuld unnecessarily restrict the benefits 'Of DISC 'OperatiQns. 
Suggests that cQnsideration be given tQ eliminating the present 50-
percent limitati'On 'On DISC incQme qualifying fQr the deferral. 
Robut O. lV ahlert, President, Dubuque Packing Oompany, Dubuque, 

Iowa 
OpPQsesl'epeal 'Of DISC for agricultural prQducts. 

'2. Exclusion of Individual Income Earned Abroad 
Philip H a1u1Zer, President, National Academy of Sciences 

RecQmmends that U.S. citizens emplQyed abrQad by private nQn
prQfit QrganizatiQns be allQwed the earned inc'Ome exemptiQn tQ 
the same extent that U.S. citizens emplQyed by U.S. charitable 
QrganizatiQns. 

A erospace I ndu8tries Association of A merica, Inc. 
OpPQses any elimination 'Or reductiQn of the exclusiQn for incQme 

earned abroad. Urges the committee tQ consider increasing the 
eXclUsiQn. 

Financial Executi1)es Institute 
Urges retention 'Of the earnrd income exclusion, but agrees that the 

fQreign tax credit shQuld be denied as to the PQrtiQn of the fQreign 
taxes allQcable to the excluded incQme. Alternatively, suggests that 
deductiQns be allowed for thQse expenses which w'Ould n'Ot have been 
incurred by taxpayers w'Orking in the United States. 
American Oo·uncil of VoZuntm'y Agencies for Foreign Service, Inc., 

JarrwsJ. Norris, Ohairman 
RecQmmends that the maximum exclusi'On f'Or incQme ea.rned by 

empl'Oyees of charitable institutiQns serving abr'Oad be retained at 
$25,000. 
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P'lzza,qalli Oonstruction Oompany, James Pizzagalli, Vice President 
and Ooumel 

Opposes any reductions in the current exclusions from gross income 
for U.S. citizens working abroad, as any such changes would under
mine the competitive position of U.S. contractors abroad. 
J. A. Jones Oonstruction Oompany, Tom ;}fcDine 

Objects to any reduction in the current exclusions from gross income 
for U.S. citizens working abroad, as any such reduction would put 
U.S. construction companies at a competitive disadvantage in bidding 
on overseas projects. 
Ohicago Association of 007nmerce and Industry 

Supports continuation of the present exclusion from gross income 
for U.S. citizens working abroad. 
National Oonstructors Association, Maurice L. Mosier, Executive Vice 

President 
Opposes the repeal of section 011 of the Internal Revenue Code re

lating to the earned income exemption for Amer-icans living and work
ing abroad. 
Electronic Industries Association, V. J. Adduci, President 

Opposes the repeal of the present exclusion for income earned abroad 
by U.S. citizens because it would put U.S. businesses at a competitive 
disad vantage. Supports an increase in the $20,000 (or $25,000) exclu
sion limit to a more equitable level. 
Un£ted States Oatlwlic Oonference, Eu,gene Krasicky, General Ooulnsel 

Associates with statement of American Council of Voluntary Agen
cies (of which Catholic Relief Services is a member) with regard to 
issues arising under section 911. 
Association of American Ohambers of Oommerce in Latin America, 

Gordon J. Cloney II, ExeC1ttive Secretary 
Objects to the repeal of the exclusion from Federal taxation of 

income earned abroad by the U.S. citizens. Urges that if section 911 is 
abolished, the foreign tax credit should be allowed for indirect foreign 
taxes and that deductions be allowed for the incremental cost of main
taining U.S. equivalent living standards while residing abroad. 
Mid-Oontinent Supply 00., Fort Worth, Texas 

Believes that repeal of the section 911 exclusion for individuals 
would adversely affect the ability of employers to get workers to go 
overseas, as well as causing an increase in the cost to the company. In
dicates that most countries tax their citizens only on income earned' 
from activities within the country. Feels that some compensating bene
fit should be given to offset the costs of maintaining a household in the 
United States and one abroad. Asserts that if the exclusion is repealed, 
the company will have to replace U.S. citizens abroad with foreign 
personnel. 
M orrison-Knudsen 0 ompany, Inc., Boise, Idaho 

Urges that the $20,000 per year exclusion from tax for American 
construction workers employed overseas be retained rather than 
terminated at the end of 1978, as proposed by H.R. 10612. Main-
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tains that if the exclusion for income earned abroad is removed for 
constl'uction workers, the cost to the construction industry will increase 
and adversely affect its competitive position. 

3. Deferral of Corporate Income Earned Abroad 

A'merican Iron Ore Association 
Recommends the restoration of the provisions on the deferral of tax 

on foreign earnings ·which were repealed by the Tax Reduction Act 
of 1975. 

Ohicago Association of Oommerce and Ind'ustry 
Opposes proposals to tax currently undistributed earnings of for

eign subsidiaries of United States corporations. 
Jack N. Behrman, Professor of International Business, Uni1)ersity 

of LV oTth 0 arolina 
Contends that Professor Musgrave's conclusions (Report to the U.S. 

Senate Subcommittee on Multinational Corporations) that foreign 
direct investment displaces domestic capital investment and that sales 
by :foreign affiliates displace U.S. exports are based on an incomplete 
analysis of the problem. Disagrees ,,,ith Professor Musgrave's view 
that foreign direct investment has significant distributional effects on 
U.S. national income which are adverse to labor's share of national 
income. Recommends that before the tax rules on foreign direct in
vestment are changed, the Government should decide what kind of 
international economic order it is seeking. 
Leonard 1V oodcock, President, U ~4. liV 

Urges repeal of the tax deferral for foreign source income. Asserts 
that the deferral provision costs Americian taxpayers half a billion 
dollars per year. Maintains that deferral allows pemanent escape of tax 
if the earnings are reinvested abroad. Contends that repeal would re
move the excuse for the DISC provision. 
The Rochester Tax Oouncil, Rochester, Ne10 York 

Believes the Subpart F provisions of the Code have gone as far in 
the direction of eliminating deferral as Congress can go without sig
nificantly injuring the competitive position of U.S. investments 
abroad. 
Electronics Industries Association, V. J. Adduci, President 

Opposes current taxation of earnings of foreign subsidiaries of 
U.S. corporations. 
I nternationaZ Business }If achines Oorporation 

Expresses opposition to current U.S. taxation of unremitted foreign 
earnings of corporations. Believes that the elimination of deferral 
would not increase U.S. tax revenues and would impair U.S. businesses 
operating abroad. 

Financial Executives Institute 
Believes that any attempt to tax unrepatriated earnings would make 

competition by U.S. companies in foreign countries unprofitable and in 
the long run would damage the U.S. economy. 
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Peter L. Briger, Attorney 
Suggests that the present rules dealing with tax haven income under 

supart F provisions of the Code be modified so that deferral could be 
retained provided that the earnings continue to be employed in the 
acti ve conduct of a business overseas. 

4. Foreign Tax Credit 

8nn Oil Oompany 
Urges the Senate Finance Committee to adopt an amendment to 

the rules providing for recapture of foreign-oil related losses, if the 
loss is incurred before January 1, 1979, provided it was incurred pur
suant to a binding contract entered into before July 1, 1974. 
iF atomas Oompany 

Supports section 1035 of the House-passed bill which provides a spe
cial carryback during a transition period for foreign-oil related tax 
credits. 

~AeT08pace Industries Association of America, Inc. 
Recommends that the committee not adopt the foreign loss recapture 

provision of the House-passed bill. 
Financial Execntives Institnte 

Objects to the repeal of the per-country limitation and the enact
ment of a provision providing for the recapture of foreign losses. Also 
opposes the enactment of the provision which would call for the 
gross-up of dividends paid from less developed country corponations. 
Believes further that no legislation is necessary to cope with any 
manipulations of the foreign tax credit caused by the realization of 
foreign source capital gains. 

I ntemational Bnsiness Machines Oorporation 
Opposes any major modification of the foreign tax credit. Urges that 

both the overall and per-country foreign tax credit limitations be 
retained. 
Leonard Woodcock, President, U A W 

Feels that excess foreign tax credits should be eliminated. Suggests 
that consideration be given to tre1ating foreign taxes as a deduction 
rather than as a credit. 
Electronics Industries Association, V. J. Adduci, PTesident 

Favors retention of the foreign tax credit provisions. 
United ~lI1erchants and ManufactuTeTs, Inc. 

Argues that the foreign loss recapture rule of section 1032 of the 
House bill should not apply to that portion of an economic loss which 
occurred before the effectIVe date of the provision. States that the 
provision should only apply to losses incurred in taxa,ble years begin
ning after December 31, 1976, rather than taxable years beginning 
after December 31, 1975. 
PeteT L. Eriger and Emest F. Ohristian, Jr., Attorneys 

Urge that section 960 of the code be amended to permit a "deemed
paid" foreign tax credit for foreign income taxes paid by a third-tier 
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controlled foreign corporation with respect to subpart F income, sub
ject to the same percentage of ownership requirements as nolY con
tained in section 902. 

J. A. Jones Oonstruction Oompany, Tom MeDine 
Opposes the proposed elimination in H.R. 10612 of the election to 

compute the foreign tax credit under the per-'colmtry limitation. 
American Iron Ore Association 

Contends that the present tax credit system and the deferral of 
tax on the undistributed income of foreign subsidiaries should be 
maintained. 

The Rochester Tax Oouncil, Rochester, New York 
Recommends that changes in the foreign tax credit area be limited 

to the amendments contained in H.N. 10612 to repeal the per-country 
limitation, to gross-up less developed country corporations' dividends, 
to recapture foreign losses, and to limit the foreign tax credit availa
ble with respect to foreign capital gain income. 

5. Withholding on Foreign Investment Income 

The Ohase Manhattan Bank 
Urges that the temporary exemption from the 30-percent withhold

ing tax for bank deposit interest~ which is due to expire December 30, 
1976, but which H.R. 10612 would make permanent, be enacted as a 
permanent exemption by June 30, 1976, as otherwise banks will find 
it hard to sell six months certificates of deposit to foreigners. 

Favors repeal of the 30-percent withholding tax on dividends and 
interest paid to foreign investors or, at least, repeal of the withholding 
tax on portfolio interest. Estimates that the more limited repeal on 
portfolio interest would cost only $15 million annually in lost revenues 
(rising to $35 million annually in five years) . 
Frost National Bank of San Antonio, Texas, Tom O. Frost, Jr., 

Ohairman of the Board 
Endorses section 1041 of the House bill which exempts from income 

tax the interest paid on deposits by commercial banks to nonresident 
aliens not doing business in the United States. 

B. Other Foreign Income Items 

American Life Insurance Association 
Supports the provisions of section 1043 of H.R. 10612, which would 

facilitate the branch operations of U.S. life insurance companies in 
Canada and other contiguous countries. 
Dooley and Knutson, Oertified Public Accountants 

Believes that the excise tax under section 1491 of the Code should be 
expanded by H.R. 10612 only to include gifts or contributions to cap
ital, to foreign trusts, foreign corporations, or foreign partnerships, 
but not legitimate sales to a foreign entity for an installment note or 
a privat.e annuity. 
Ralph J. Sierra, Jr., OPA, San Juan, Puerto R~co 

Questions the proposed amendment to section 931 of the code which 
,vould allow corporations receiving dividends from a related Puerto 
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Rican corporation to take a dividends-received deduction of 85% 
t~ 1.00%. ~elieyes that a more equitable approach would be to tax these 
dIvIdends m the normal manner, but to allow a tax credit for reinvest
ment by the Puerto Rican Corporation or its corporate stockholder in 
qualified Puerto Rican investments. 
Tidewater JJfarine Service, Inc., John P. Laborde, Ohairman of the 

Board and PTesident 
Recommends an amendment to the definition of foreign base com

pany shipping income of Code section 954 (f) to exclude income de
rived from the ownership or operation of vessels rendering services 
in connection with the exploration and exploitation of natural re
sources in submarine areas provided the services are rendered to un
rela ted persons. 

Pyramid VentuTes, Inc. 
Supports the modifications made in the House-passed bill to the 

definition of investments in U.S. property. Suggests that the effective 
date be made retroactive to investments in U.S. properties made after 
May 21, 1974, the date on which the Ways and Means Committee first 
announced tentative decisions. 
The Rochester Taw Oouncil, RochcsteT, New Y mk 

Supports the enactment of legislation to prevent a state from 
taxing dividends from foreign sources and from taxing the foreign 
source income of foreign affiliates of multinational corporations doing 
business within the state. 
Occidental Life of OaUfornia, O. L. FTost, JT., Ewecuti~'e Vice Presi

dent and GeneTal Oounsel 
Recommends that proposed Code section 819A(h) in section 1043 

of H.R. 10612, relating to the tax treatment of contiguous country 
branches of United States life insurance companies, be amended so 
that U.S. stock life insurance companies will be able to exclude the 
ownership of a Canadian subsidiary from their U.S. tax computation 
in the same manner that U.S. mutual life insurance companies ex
clude the ownership of their Canadian branch operations. 

Ohase TTowell, AttoTneY, New York Oity 
Requests that section 1024 of H.R. 10612 be modified to exempt 

from "foreign base company shipping income" (Code sec. 954 (f) ) 
any income derived from the operation or sale of ships which ~ng.age, 
regularly 'and to a substantial extent, in the coa.st!11 tr!1de wIthm a 
forei!ffi country if the laws of that country prohIblt shIps owned by 
U.S. ~orporations and citizens from engaging in that trade. 

Financial Eweeutive8 In8titute 
Favors the elimination of the advance ruling requirement under 

section 367 in the case of tax-free exchanges involving a foreign 
corporation. 
Frank W. Schiff, Vice PTesident and Oldef Economist of the Oom

mittee for Economic Development 
Supports section 1012 of. the Ho~se bill whi~~ would permit a U.S. 

citizen married to a nonresIdent allen to file a Jomt return. Also urges 
that section 1012 be made retroactive until 1969. 
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Dana Oorporation 
1] rges retention of the "\Vestern Hemisphere Trade Corporation 

provision. Rather than repealing the WHTC provision, suggests 
that the "\VHTC deduction be limited to income derived from the ex
port sale of goods made in the United States. 

Gerald D. ill organ, on behalf of Fl'edaR. Oaspersen 
Oppeses the enactment of the provisions in the House-passed bill 

taxing the grantors of foreign trusts. In the alternative, if these pro
visions are retained, urges that the provisions be made effective as 
of date ef enactment. 

llfid-Oontinent Supply 00., Fort -Worth, Texas 
Objects to' the repeal of the "Western Hemisphere Trade Corpora

tion provision as a detriment to trade. Also, opposes repeal of the less
deyeloped country exceptions to section 1248 of the Code as a dis
couragement to investment in such countries. 

I. Miscellaneous Provisions of House Bill (H.R. 10612) 

1. Individual Retirement Accounts (IRA's) 

Amcrican Life Insurance Association 
Supports section 1502 of H.R. 10612, which would permit partic

ipants in a qualified retirement plan to make deductible contributions 
to an individuall'etiI't'ment account to the extent the benefits provided 
under the qualified retirement plan are less than those available under 
an IRA. Believes that a still better solution to "thin" qualified plans 
wonld be to allow tax deductiens for the full amount of employee 
contributions to qualified plans. 
Non-Omnmissioned Officers Association of the U.S.A., O. A. Mc

Kinney: Director of LegislatvlJe Affairs 
Recommends that certain reserve and national guardsmen and cer

tain regular enlisted personnel of the Armed Forces be authorized 
to establish Individual Retirement Accounts. 
National Association of Mutual SmJings Banks, Kenneth Birchby, 

o hairman, 007nmittee on Taxation 
Supports previsions ef H.R. 10612 which would permit, under cer

tain circumstances, employees who are participants in a qualified re
tirement plan to make deductible contributions to an IRA or a Limited 
Employee Retirement Account. 

Taxation With Representation, Thomas J. Reese, Legislative Oounsel 
Regards IRA's as a highly questionable tax aid for wealthy 

professionals. 
ReseT1)e Officer's Association: 1Yf ajM General J. JJiilnor Roberts 

Maintains that the present exclusion of Reservists of the Armed 
Forces from participation in individual retirement accounts (IRA's) 
is an oversight that should be rectified immediately through the 
prompt passage of S. 2006. 
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California Sa1:ings and Loan League, "fV. Dean Oannon, Jr., Executive 
Fice Prcsident 

Endorses the concept of supplemental retirement accounts proposed 
by section 1502 of R.R. 10612, but believes that the use and effect of 
limited employee retirement accounts should be clarified prior to 
('nactment. 

Douglas L. J ohn8ton, Portland, Oregon 
Considers title XV of R.R. 10612 to be a good start toward needed 

expansion of individual retirement provisions. Recommends that 
403 (b) annuity payments be allQwed to be invested in savings and 
loans savings accounts, and as qualifying for the IRA deduction. Also, 
suggests that individuals be allowed to contribute to an IRA and a 
qualified plan, and deduct from tax the difference between the em
ployer contribution and the 15-percent limit, whichever is lesser. 
Further, proposes that government employees under mandatory re
tirement plans be permitted tQ defer taxes on IRA contributions. 

Rachel Lisses, Oerritos, Oalifornia 
RecQmmends that the IRA provisions of the CQde be amended to 

allovv the establishment of an IRA account for any individual who is 
not othm·wise entitled to a pension plan and who chooses to stay at 
home to C:1re for family members, the deductible amount each year not 
to exceed 15 percent of $8,500 (the estimated value of a housewife's 
"earnings") . 
iVorrnan H. Tarber, the i11anufacturers' Life Insurance Oompany, 

Toronto, Oanada 
Supports the provisions of I-I.R. 10612 which allow participants 

in qualified plans to establish IHA's. 
Endorses S. 2006 and R.R. 11084 which would allow members of 

reserve components of the armed forces to establish IRA's. 
Urges that the Code be amended to make clear that the limit in 

section 415(c) (1) which prohibits employer contributions to defined 
contribution pension plans on behalf of any Qne employee from being 
in excess of 25 percent of the participant's cQmpensatiQn dQes not take 
aW:1Y the right of a self-employed individual to set aside up to $750 
a year out of earned in~ome as a deductible contribution to any R.R. 
10 plan even though thIS exceeds 15 percent of earned income. 

2. Accumulation Trusts 

Southern i11ethodist Univer8ity, Jame8 H. Zumberge, Pre8ident 
Urges exempting transfers of appreciated property to short-term 

c~3;ritable trus.ts (as defined in sectiQn 170 (f) (2) (B» from the pro
VISIons of sectIOn 701 of H.R. 10612 (accumulation trusts), and thus 
treating them in the same manner as transfers to unitrusts, annuity 
trusts, annuity trusts and life income pooled fund trusts. 

Greater Philadelphia Ohamberof Oommeroe, John B. Ihclfaker, Ohair
man, Federal Tax Oommittee 

-,V"ith regard to the treatment of accumulated income of trusts, main
tams that (a) the special 2-year hQlding period established by the bill 
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is not appropriate, and (b) the repeal of the refund section could Jeny 
a full credit to the beneficiary 'when there has been a trust-to-trust 
distribution before the distribiition to the individual beneficiary. 

3. Real Estate Investment Trusts 

National Association of Real Estate Invest1nent Trusts, Inc., G. N. 
Buffington, General Oounsel 

Urges action on title XVI of H.R. 10612 to remove tax uncertainties 
,,,ith respect to REITs. 

4. Cooperative Housing Associations 

Oooperative Services, Inc., Fred Thornt1~icaite, General j1£ anager 
Recommends that the tax exemption for cooperative housing corpo

rations proposed in section 1301 of H.R. 10612 be dropped and that 
they be allowed to take depreciation deductions instead. 
National A8sociation of Housing Oooperati1.·es, Roger Willcox, P1'C8i

dent 
Requests clarification that depreciation can be a deductible item 

for cooperative housing corporations. Disapproves of allowing indi
vidual member stockholders to take depreciation on their stock in the 
cooperative corporation as a special privilage for a few who use their 
homes for business purposes-a use which is generally prohibited in 
all housing cooperatives with Federal or State assistance. 
South Side Oooperative-Oondominium Owners Association in 

Ohicago 
Asks that legislation establishing a tax-exempt category for housing 

cooperatives and condominimus recognize that preservation of housing 
is the principal "exempt purpose" of such organizations, and that in
come to funds set aside in reserve be recognized as income related to 
this "exempt purpose." Also, recommends that depreciation be allowed 
against the income of the cooperative. 

5. Prepublication Expenses 

Association oj American Publishers, Inc., Townsend Hoopes, Presi
dent 

Urges favorable action on the House provision, with certain techni
cal ,amendments relating to the cost of goods sold. Notes that the 
Finance Committee has previously approved the basic provision. 

The Authors League of America, Irwin Karp, Counsel 
Requests amendment of section 1306 of H.R. 10612 to protect pro

fessionalauthors, as well 'as for publishers, from the requirements of 
Rev. Rul. 73-39-5. 

The Lawyers Co-operative Publi8hing Co., Seymour Fogel, Vice 
President, Finance 

Proposes that the publishing industry be allowed the full benefits of 
section 174 of the Code (relating to the current deduction for all 
"research and experimental expenditures"). Maintains that Treasury 
regulations and rulings have discriminated against the publishing in
dustry in this regard. 
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Recommends elimination of section 1801 of H.R. 10612, the proposed 
tax credit for home garden tool eX'penses, as enactment of the provi
sion is likely to make li3Jrs out of half the taxpayers in the country. 

J. Other Income Tax Proposals 
1. Individual 

Americans United for Separatio1n of Ohurch and State, Ed Doerr, 
Educational Relations Director 

Opposes S. 2356, which would provide an annual deduction of $1,000 
per student for tuition paid to public and private schools and colleges, 
as the bill raises serious Constitutional questions, would provide finan
cial aid for the well-to-do, 'and would be too costly in lost revenues. 

)\. ational A880ciation of La.ity, J 08eph T. Skehan, Pre8ident 
Objects to S. 2356 (providing tax deductions for school tuition 

payments as a violation of the Constitution. 
H. Oleveland Hedrick, Jr., Attorney, Washington, D.O. 

Urges the committee to adopt legislation providing that when an 
employee is taxed at ordinary incomevates on unrealized appreciation 
on empl'Oyersecurities (purchased with employer contributions) and 
the employee subsequently sells the securities at a loss, the loss is to be 
treated as an ordinary deductible loss to the extent that the unrealized 
appreciation was previously recognized as ordinary taxable income. 
The National Retired Teacher'8 A880ciation and the American A88o-

. ciation of Retired Per80ns 
Recommends that the Treasury Department continue its efforts to 

develop means by which payors of pensions and annuities can more 
readily infonn the payee of taxable proportion of gross annual 
payments. 

Suggests that older taxpayers with adjusted gross incomesof$10,000 
or less should be exempted from the estimated reporting of unearned 
income. Finally, to assist older taxpayers who find it necessary to seek 
outside tax return preparation assistance, proposes a tax credit of up 
to $50 for expenses incurred for such assistance be allowed as 
a substitute for the present deduction under section 212 of the Code. 
The Retired Officer's AS80ciation, Oolonel George F. Hennrikus, Jr. 

Proposes an exemption from tax of $5,000 of retirement income for 
all uniform service retirees who retired prior to 1968. Also, recom
mends an amendment to continue application of the section 117exemp
tion to scholarships provided under the Armed Forces Health Profes
sions Scholarship Program. 
American H 08pital A880ciation 

Recommends that the Internal Revenue Code be amended to exclude 
from taxable income the amount of a student loan that is forgiven 
when the student renders health services in a medically underserved 
area as designated by the Secretary of Health, Education and Welfare. 
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2. Business 

llonorable James B. Allen, U.S. Senatm', Alabama 
Requests consideration of S. 3288, regarding the treatment of cer

tain rental payments made for intangible properties and whether such 
payments are royalties under Code section 543 ( c) (1) (as claimed by 
the IRS) or are compensation for the use of corporate property under 
Code section 543 (c) (6). This involves whether or not a taxpayer is 
treated as a personal holding company. 

Investment Oompany Institute, Robert L. Augenblick, President 
Recommends an amendment of the Internal Revenue Code to allow 

the municipal bond interest exemption to be passed through to share
holders of regulated investment companies. 

American Mutual Insurance Alliance, K. Martin TVorthy, Oounsel 
Opposes the enactment of S. 2985 and R.R. 12126, or any similar 

legislation which would permit life insurance companies to join in the 
filing of consolidated returns with non-life insurance companies. 

American Life Insurance Association, William T. Gibb, Ohief Ooun-
sel, Federal Tawes and Pensions,. H ealth In.~urance Association of 
America, Paul M. Hawkins, Vice P1'esident and Washington 
Oounsel 

Endorse S. 2759, which would amend Section 809 (d) (5) of the In
ternal Revenue Code to clarify member companies' entitlement to the 
3 percent of premiums deduction for guaranteed rene-wable health and 
accident policies. 

LV ational Association of Life Omnpanies, Atlanta, Georgia 
Supports S. 2759, which would amend Code f'ection 809 (d) (5) to 

clarify the intent of Congress that premiums on guaranteed renewable 
health and accident insurance policies qualify for the 3 percent of 
premiums deduction. 

Fortescue W.Hopkins,Dale1Jilk Virginia 
Proposes the enactment of an amendment to Code section 312 

(m) which would exempt, as of June 30, 1972, an electing small busi
ness corporation from the provision that earnings and profits shall not 
be reduced by the excess of accelerated over straight-line depreciation. 

American Life Insurance Association, Williwn T. Gibb, Ohief Oounsel, 
Federal Tawes and Pension.~ 

Recommends that section 801 (g) (1) (D) of the Code be amended 
to remove the requirement that in order for a life insurance company 
not to be taxed on income earned in segregated asset account reserves 
used for funding contracts with certain pension plans, the contracts 
must provide for the payment of annuities. 

National Association of Independent insul'ers 
Expresses opposition to S. 298;,") and H.R. 12126, which would pennit 

consolidation of tax returns by life insurance companies, nonlife com
panies, and noninsurance entities. Claims that such legislation would 
have potentially disastrous effects on members of their association. 
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National A880ciatcd Busine88men, Inc., Homer E. l11ar8h, Pre8ident 
Proposes that the amount of surplus which a corporation may ac

cumulate without payment of the unreasonable accumulation of earn
ings tax be raised to $200,000, and that the rate of that tax should be 
decreased to 15 percent for the first $200,000 and to 25 percent for any 
surplus in excess of $200,000. Also suggests that the $200,000 amount 
be subject to annual or periodic adjustment to reflect increases in the 
price level. 
American Oouncil of Voluntary Agencie8 for Foreign Service, Inc., 

J al1W8 J. N orri8, Oha:tnnan 
Supports H.R. 12356, which would amend section 170 (e) of the code 

to restore a limited tax incentive for business contributions of inven
tory to charitable institutions. 
BU8ine881J1en'8 A88urance8 Oompany of America 

Urges enactment of the provision in S. 2704 and H.R. 10051, amend
ing section 815 of the Code so that a "phase 3" tax is not imposed on a 
life insurance company because of an unintentional distribution from 
its policyholder surplus account, provided the mistake is discovered 
and corrected prior to the filing of the Company's tax return. 

Notes that the House Ways and Means Committee acted favorably 
on H.R. 10051 in December 1975, and that the Finance Committee has 
also previously discussed and approved the provision. 
F1'ederick E. DautermaJn, Jr., OoZumbu8, 0 hio 

Believes that the deduction for entertainment expenses should be 
eliminated. Also, suggests allowing only one-half of travel and lodg
ing expenses for conventions generally in recognition of the "vacation" 
element of convention trips (and with no deduction for food 
expenses). 



PART II-ADMINISTRATIVE PROVISIONS 

A. Income Tax Return Preparers 

Robert J. Dulsky, President, Tam Corporation of America 
Believes that the IRS probably should not engage in large scale 

preparation of tax returns, as it would be expensive and divert it from 
its basic function of collection of taxes. Notes that the GAO report 
to the Joint Committee on Internal Revenue Taxation (December 8, 
1975) states that "commercial preparers, as a group, are not a special 
problem." Feels that the Rouse provision, as clarified in the Committee 
Report, is acceptable. iSuggests that where more than one return pre
pareI' is involved in the preparation of a return, records should be 
required to be retained and a copy of the return should include the 
identification number. 
National Society of Publio Aocountants, Albert R. Van Tieghem, 

President 
Generally supports the Rouse provision. Indicates that the burden 

of proof of any alleged negligence should be placed on the IRS, not 
on the return prepareI'. Asks that the proposed code section 7407 
(a) ( 4) be deleted. Recommends adoption of the definition of a pre
pareI' already established by the IRS in its regulation on disclosure 
of tax information to provide consistency in terminology. 
Paul H. Chappell, Attorney, Chevy Chase, Maryland 

Favors with certain modifications the provisions contained in R.R. 
10612 relating to tax return preparers. 

B. Declaratory Judgments for Tax-Exempt Organizations 

American Hospital Association 
Endorses section 1202 of R.R. 10612, which would provide a declara

tory judgment procedure for judicial determination by a Federal dis
trict court or the Tax Court of the exempt status of an organization 
under section 501 ( c) (3) of the Code. 
United States Catholio Conferenoe, Eugene Krasicky, General 

Counsel 
Supports legislation to provide charitable organizations access to 

the Tax Court and the Federal District Courts for declaratory judg
ments on tax-exempt status. 

(36) 



37 

c. Other Items 

Oommi88ion on the Review of the National Policy Toward Gambling, 
Oharle8 H. Morin, Ohairrnan 

Questions whether legislation before the Committee concerning the 
withholding of taxes on gambling winnings would serve to further any 
identifiable national interest. 
Greater Philadelphia Ohamber of Oonwnerce, John B. Huffaker, 

Ohairman, Federal Tax Oommittee 
Supports a provision to require all Federal agencies to withhold local 

income tax. 
J. A8hton, New Orlean8, Louisiana 

Recommends an overhaul of the Internal Revenue Service to prevent 
harassment of taxpayers, including making it a separate department 
under a nonpolitical director in order to remove the IRS from political 
influence. 



PART III-ENERGY AND EXCISE TAX PROPOSALS 

A. Motor Vehicles and Tires 

1. Automotive 

Taxation With Rep1'e8entation, Thoma8 J. Ree8e, Legislative Director 
Opposes the tax credit proposed by H.R. 6860, the energy bill, for 

electric cars as they are already sold 'as fast as they arc produced and 
no incentive for additional production is needed. 

2. Bus and Truck Taxes 

Honorable Guy Vander Jagt, Member of Oongres8, Michigan 
Propos~s the repeal of the 10-percent Federal excise tax on trucks, 

buses, traIlers, parts and acceSSOrIes. 

Leonard lVoodcock, President, U A W 
rrges repeal of the excise taxes on trucks, buses and trailers, and on 

truck parts. Maintains that there is no current economic justification 
for continuation of the tax. Notes that the committee has previously 
(1975) approved such a repeal. 
lllotor and Equipment ill anufacturers Association 

Recommends repeal of the 8-percent excise tax on truck and bus 
parts and accessories. Estimates that ,the revenue impact on the High
way Trust Fund would be about $1;50 million. Suggests, as an alterna
tive. the repeal of the tax on parts for use on off-highway vehicles. 
Maintains that the tax increases the cost of repairing vehicle equipment 
and replacing parts when needed, as well as for sa'fety equipment. 

Private Truck Oouncil of America, Inc. 
Favors repeal of the 10-percent excise tax on trucks and the 8-

percent tax on truck parts and accessories in order to achieve tax 
equity, to stimulate the economy and employment, and to reduce infla
t,ionary cost increases to purchasers. Maintains that such excise taxes 
are not really user-related charges. 
Michael E. Strother, Land Improvenwnt Oontractors of America 

States that the Federal highway use tax on conservation vehicles 
and its State counterparts are burdensome to the small land improve
ment contractor doing soil and water conservation work for farmers 
and uncleI' various government programs. 

Supports S. 17, which 'would exempt from the Federal highway use 
tax nhicles 110t for hire which are used exclusively in soil and water 
conservation work. 

(38) 
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3. Tire Taxes 

Taxation with Representation, Thomas J. Reese, Legislative Director 
Opposes the proposed repeal in I-LR. 6860, the energy thill, of the 

excise tax on radial tires as an unjustified tax benefit for one segment 
of the tire industry, and because such exemption from tax would vio
late the principle of the tax as a highway user charge. 

B. Tax Credits for Insulation and Solar Energy Equipment 

Taxation with Representation, Thomas J. Reese, LegiBlatvue Director 
Opposes the tax credit proposed in H.R. 6860, the energy bill, for 

insulation of residences. Claims that it would not help those who 
need it most-the persons who are too poor to pay any income tax. 
~faintains that it would result in substantial losses of tax revenues. 
Believes that if direct government intervention is needed, direct appro
priations are a more effective means of encouraging home insulation 
than tax incentives, but that it a tax credit is to be used it should at 
least be made refundable. 

In addition, objects to the proposed tax credit for solar energy 
equipment. Contends that it will not assist in the development of solar 
energy technology and yet will result in a loss of tax revenues in 
future years when solar energy equipment will come into use. Be
lieves that a direct appropriation for solar energy research would 
make more sense. 

The following submitted statements in support of a tax credit for 
home insulation as a means of conserving energy: 

National Remodelers Association, Gerald II asler, President 
Advanced Oonceptslnsulators, Omaha, Nebraska 1 

MR.S. Urethane 00., Inc., Masury, Ohio 1 

Martin S. Sons, Donald II. M al·tin 1 

Young Builders, 11'10., Phoenix, Arizona 1 

Rapperswill Oorporation, New York, OhaJ,les Ii. Stillman, Presi-
dent 1 

lIfastic Oorporation, South Bend, Indiana 1 

lIf ark J. McGrath, Washington, North 0 arolina 1 

S & R Ii ome F oaJners, Miles Oity, ]Jf ontana 1 

All Season Insulation, Inc .. Glenwood. I owa 1 

]Jfono Thermo Insulation, Inc., Great Falls, lIfontana 1 

PaulO. Ryan, President, IIomerite (}o., Inc. 1 

.Joseph R. IIole, Iiofe'sInsulation, Martinsburg, West Virginia 1 

1Vinston Rice, Rice Oontracting 00., Oarters1)ille, Geor.qia 1 

James ~~f. Smith. President, Atlanta Rapco Insulation Oo.,lnc. 1 

Dana Ohiappinelli, Spray Ins1tlations, Inc. 1 

Joe I.]Jf O1"rison, Sun Ray Energy 00rp.1 

1 Also, request that materials elig'ible for the tax credit not be limited to thoRe materials 
having a Federal specification number or ASTM product designation. but that other new 
materials be eligible that are used under local building codes-such as "U-F" foam. 
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C. Excise Tax on Business Use of Petroleum Products 

Taxation with Representation, Thomas J. Reese, Legislative Director 
Opposes the proposed excise tax in R.R. '6860, the energy bill, on 

business use of petroleum and petroleum products because it would 
needlessly discriminate against the use of petroleum for business as 
opposed to nonbusiness purposes. 
National LP-Gas Association, Arthur O. Kreutzer, Vice President and 

General 0 ounsel 
Objects to the special motor fuel tax in Code section 4041 (b) to the 

extent it applies to the use of propane in motor vehicles, such as in
dustrial lift trucks, which are not highway motor vehicles, as there 
is no comparable tax on the use of industrial lift trucks powered by 
electricity or diesel. Recommends that section 4041 (b) be amended to 
limit the tax on propane to use in a highway motor vehicle. 

D. Tax Incentives for Energy-Related Investment 

1. Oil & Gas Exploration and Development 

StaJiUlard Oil 00. (Indiana), John E. Kasch, Vice President 
Recommends that Congress allow oil shale lease acquisition costs to 

be deductible immediately, and that CUI'I'ent and future investments in 
depreciable assets directly associated with development of oil shale 
resources on such leases also be deductible immediately. 

Addison L. Gardner III, Greenwich, Oonnecticut 
Objects to the provisions of R.R. 10612 which would restrict the 

deductibility of intangible drilling and development costs. States that 
enactment of these provisions would put the small independent oil 
operator out of business by cutting off investments by high bracket 
taxpayers. 

Alladdin Petroleum Oorp., and others, William O. Lane, Jr., Attorney 
Recommends an amendment to Code section 613A(d) (2) to give an 

independent gasoline retailer which has totally unrelated crude oil 
production the benefits of the percentage depletion allowance available 
to independent c.rude oil producers. 

2. Geothermal and Solar Energy Sources 

Geothermal Resources International, Inc., Ronald P. Baldwin, 
President 

Proposes that R.R. 10612 be amended to provide a depletion 
allowance and a deduction for intangible drilling and development 
costs in the case of geothermal resources. 

William F. Bates, Vice President, ·McOulloch Oil Oorporation 
Believes that improved exploration techniques have advanced to the 

point that investors can be attracted to geothermal drilling, but that 
the development pace is held back by uncertainty as to the tax incen
tives available under existing law. 
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Oarel Otte, Vice President, Union Oil Oompany of Oalifornia 
Supports S. 2608 (introduced by Senator Fannin), a bin which 

would allow a deduction of 25% of thegross income from a-geothermal 
steam property, and a deduction for intangible drilling and develop
ment costs of geothermal wells. 
Geothermal Resources Oouncil, William lIf. Dolan, President 

Urges the Committee to favorably report S. 2608, a bill which would 
provide tax incentives for the geothermal industry. 

Geothermal Kinetics, Paul W. Eggers, President 
Recommends the adoption of S. 2608 which provides a deduction 

equal to 25 percent of the gross income from geothermal property. 

lIfagmaPowerOo. 
Endorses S. 2608 to provide for tax incentives for geothermal energy 

sources. 

3. Recycling 

National Association of Recycling Industries, Inc., Edward L.lIferri
gan,Oounsel 

Submits a proposal which would provide tax credits for purchases 
of recyclable materials by a manufacturer who would convert them 
into new materials, saleable products or industrial fuel. One-third of 
the tax credit for a recyclable material would be available for amounts 
less than the base period volume. Recyclable waste would include in
dustrial as well as postconsumer waste so long as an arm's length 
transaction. Proposes the following schedule of credits: 

(1) 11 percent for metals, other than gold, silver, platinum, iron 
and steel and copper; 

(2) 10 percent for paper and paper products and textile wastes; 
(3) 7% percent for copper and iron and steel; and 
( 4) 5 percent for glass. 

Institute of Scrap Iron and Steel, Inc., Herschel Outler, Executive 
Director 

Recommends a tax credit of 211z percent of the value of recyclable 
ferrous scrap, plus a credit of 5 percent for purchase in excess of those 
in the 1973-75 base period. 
Joint Government Liaison Oommittee, Association of Brass and 

Bronze Ingot lIfanufacturers and the Brass and Bronze Ingot 
Institute, Robert V. Maudlin, Exeoutive Director 

Opposes inclusion in H.R. 6860, the energy bill, of a tax credit for 
recycling copper base scrap as such a credit would cause severe dis
locations in scrap markets and increase the price of scrap. 

Aluminum Reoycling Association, Riohard lIf. Oooperman, Executh'e 
Director 

Opposes tax credits for recycling aluminum scrap as the industry 
buys scrap and produces recycled aluminum only in response to de
mand for the product. 
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4. Other 

I nter8tate Natural Ga8 A880ciatwn of America 
Proposes a permanent 12-percent investment credit in all energy 

projects. 
WheeZabrator-Frye, Inc., Michael D. Dingman, Pre8ident 

Agrees with the 5-year amortization provisions for energy use prop
erty in H.R. 6860, but suggests that the provision be amended to also 
permit the 10-percent investment credit. 

Recommends a 12-percent tax credit for at least 10 years for solid 
waste energy systems and clean coal plants. 
National Barrel and Drum A88ociation, 1Ilorri8 H er8h8on, Pre8ident 

Urges the committee to adopt a tax incentive or disincentive which 
,vould discourage the purchase of non-reusable, or short-lived steel 
drums. 

E. Other Items 
1. General 

Taxation With Repl'e8entation, Thoma8 J. Ree8e, Legi8lative Director 
Objects -to H.R. 6860, the energy bill, because its energy conserva

tion measures are of dubious worth and its tax provisions create unjus
tified new tax expenditures. 

2. Energy Trust Fund 

Taxation With Repre8entation, Thoma8 J. Ree8e, Legi8lative Director-
Opposes the energy trust fund proposed by H.R. 6860, the energy 

bill, as trust funds generally tend to lock Congress and the Govern
ment into supporting programs that no longer have high priority. 
WheeZabrator-Frye, Inc., 1INchael D. Dingman, Pre8ident 

Disapproves of the Energy Trust Fund provision in H.R. 6860. 



PART IV-ESTATE AND GIFT TAX PROPOSALS 

A. Estate Tax 

1. Exemption Level and Tax Rates 

Honorable James B. Peanon, V.S. Senator, Kansas 
Urges the adoption of his bill which would increase the specific estate 

tax exemption to $120,000, provide that a spouse's services (as well as 
monetary contributions) shall be treated as consideration for purposes 
of determining the value of the decedent's estate, allow a $130,000 de
duction with respect to certain family farms and small business inter
ests passed to a related individual, and authorize automatic increases in 
the estate tax exemption and family enterprise deduction to reflect rises 
in the cost of living. The adjustments to these exemptions, which are 
intended to provide permanent protection against future inflation, 
would take the form of adjusting the $120,000 exemption each year by 
reference to the consumer price index and by annually adjusting the 
$130,000 deduction (with respect to certain family farms and small 
business interests passed to a related individual) by the changes in the 
gross national product deflator. 

Leonard Woodcock, President, VA W 
Maintains that estate and gift taxes are largely ineffective in taxing 

wealth. Contends that additional revenue should be obtained by chang
ing the treatment of gains at death and generation-skipping trusts. 
Indicates that in 1972 there were 93 gross estates of $1,000,000 or more 
on which no Federal estate tax was paid. 

American Oollege of Probate Oounsel, Oommittee on Estate and Gift 
Tax Reform 

Recommends raising the exemption level to $100,000 and changing 
it to a credit to minimize the revenue loss. 

Ad Hoc Agri()UZtural Tax Oomm<ittee, Don Woodward, President, 
National Association of Wheat Growers 

Favors increasing the $60,000 estate tax exemption immediately 
(wIthout a phase in), preferably to $300,000. In the alternative, sug
gests that there should he, in additjon to the basic $60,000 exemption, 
an additional exemption for the first $200,000 of the value of a family 
farm. 

Louis H. T. DehmZow, President, Great Lakes Terminal and Trans
port Oorporation 

Urges an increase in the estate tax exemption to $200,000 to reflect 
the effect of inflation since 1942, to remove the impact of the tax on 
small businesses, and to prevent forced sales of small businesses. 

(43) 
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interreligious Task Force on U.S. Food Policy, G.eorge A. Ohauncey, 
Ohairman 

Recommends an increase in the exemption level to reflect inflation 
since 1942, either to $200,000 or, preferably, through a credit of at least 
$50,000. Indicates that a credit would be the fairest form of granting 
tax relief and result in less revenue loss as compared to an increase in 
the exemption. Suggests, also, inclusion of an inflation adjustment in 
the future. 
Oharles M. Farmer, Agricultural Economics, University of Tennessee 

Maintains that the $60,000 exemption level is grossly unfair today. 
Indicates that due to rapidly increasing fair market values of land, 
many more farm estates are being subjected to the estate tax which 
has forced some to sell in order to pay the tax. 
Ohicago Association of Oommerce and Industry 

Supports any legislation that would increase the Federal estate and 
gift tax exemptions to reflect the effect of inflation since the present 
level of exemptions was established. 
Public Oitizen~s Tam Reform Research Group, William Pietz and Rob

ert Brandon 
Believe that the estate tax could be more progressive without caus

ing undue hardship. State that the rate of tax on taxable estates above 
$50,000 should increase more rapidly than it presently does. 

Oppose an increase in the estate tax exemption because roughly 
90% of all estates are already protected from tax by the $60,000 exemp
tion and any increase will only benefit relatively large estates. 
lJfrs.lIarald Randl, lJfanitowoc Oounty, Wis. 

Supports the proposed $200,000 personal estate tax exemption con
tained in H.R. 1793. 
Oitizem Oommittee on Taw Reform" Stephen J. Rapp, Ohairman 

Favors increasing the estate tax exemption to $200,000. 

Mrs. Jacqueline J. Furber, Wolcott, N.Y. 
Believes that the $60,000 exemption must be raised to no less than 

$200,000 to compensate for inflation. 
National Rural Electric Oooperative Association, Robert D. Partridge, 

Ewecutive Vice President 
Recommends an increase in the federal estate tax exemption from 

$60,000 to $300,000 or more, and that gift taxes be comparably 
adjusted. 

National Ootton Oouncil of A merica, Memphis , Tennessee 
Supports an increase in the estate tax exemption from $60,000 to 

$200,000. 

Laura Lane, Philadephia, Pennsylvania 
Believes the $60,000 estate tax exemption is particularly hard on 

farmers and that it should be increased-such as to $200,000 (as in 
S. 1173, introduced by Senator Curtis). 
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Nation.al A880ciated BU8ine88man, Inc., Homer E. Mar8h, Pre8ident 
Favors an increase in the exemption from $60,000 to $210,000 in 

order to reflect the effect of inflation. 
National Lime8tone Institute, Inc., Richard P. Rechter, Chairman 

Recommends an increase in the estate tax exemption to $400,000, 
and in the future tying it to the Consumer Price Index. Also,· favors 
lowering the tax rates. 
Committee on Agriculture and Environment, State Legi8lature of 

N ebra~ka, Loran Schmit, Chairman 
Proposes raising the estate tax exemption to $200,000, as such an 

increase will aid in preserving the family farm. 
Mr8. Jerome Sickinger, Cato, Wi8consin 

Supports R.R. 1793, which would raise the estate tax exemption to 
$200,000. 
National Milk Producer8 Federation, Patrick B. Healy, Secretary 

Favors raising the exemption level to $200,000, with such increase 
to be made effective immediately. 

2. Marital Deduction 

American College 01 Probate Coun8el, Committee on E8tateand mit 
Tam Refo·rm 

Favors. retention of thy· 50-percent marital deduction generally, 
but amended to take account of inter vivos transfers of joint and com
munityproperty. 
Interreligi0u8 Ta8k ForM on V.S. FoodPolicy, GeorgeA. Ohauncey, 

Chairman 
Believes that some recognition should be given to the wife's con

tributionto the value of the farm estate when it is taxed. Favors the 
elimination or substantial reduction of estate taxes when an estate 
is passed on to a surviving spouse who has been involved in building 
that estate. 

Ad Hoc Agricultural Tax C01n1nittee by Don Woodward, Pre8ident, 
National A880ciatio,n of Wheat Growers 

Suggests increasing the marital deduction. ' 

Citizen8 Committee on Tax Reform, Stephen J. Rapp, Chairman 
Believes.tlfat only one-half of joint tenacy property should be taxed 

to the surVIVlllg spouse. 

Public Citizen'8 Tam Reform Re8earch Group, William Pietz and 
Robert Brandon 

Support a full (100%) marital deduction in recognition of the joint 
contributions made by spouses in building an estate. 
M 1'8. Jacqueline J. FU1ober, Wolcott, N.Y. 

States that there should be a more liberal marital deduction than 
the current 50 percent. 
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National Oonference of State Legislat~tres, Honorable Loran Schmit, 
Ohai'1'man, Oommittee on Agriculture and Environment, State 
Legislature of Nebraska 

Recommends raising the marital deduction to 50 percent of the ad
justed gross estate, plus $100,000. 
Jlfrs. Jerome Sickinger, Oato, -Wisconsin 

Supports provisions in H.R. 1793 which would grant a marital de
duction of 50 percent of the adjusted gross estate, plus $100,000. 
M1'8. M arcellu8 Vebel, M anitmvoc Oounty, Wisconsin 

Believes there should be a 100-percent marital deduction, as farm 
wives contribute equally to operating the farm and should not have to 
pay estate taxes if their husbands predecease them. 
Lattra Lane, Philadelphia, Pennsylvania 

Endorses S. 1173, which would increase the marital deduction by 
$100,000 beyond the current 50 percent. 

3. Valuation and Payment Provisions 

Honorable Oharles McO. J.lfathias, Jr., U.S. Senator, llfaryland 
Asks consideration of S. 80, roprovide that farmland, woodland or 

open land may be valued at its value for this use rather than at its fair 
n!ar~et v.alue, and to provide that real property which is listed on the 
N ~tl(:mal Register ~f Historic Places may be valued at its value for its 
CXlstmg use. The bIll would also revoke such lower valuation and re
quire recapture of unpaid tax with interest if the use changes. In 
order for the property to qualify, it must have been devoted to such 
nse for 5 years preceding the death of the decedent. (Estimates that 
S. 80 would cost only $20 million.) 
National Oonference of State Legislatures, Honomole Loran Schmit, 

Ohairman, Agriculture and Environment Oommittee of the 
Nebraska Legislat'ure 

Endorses assessing farm property at its value for current agri
cultural use, not at fair market value. 
American Oollege of Probate Oounsel, Oommittee on Estate arui Gift 

Tax Reform 
Proposes that the definition of a closely-held business be broad

ened (for purposes of the 10-year installment payment provision) to 
include other situations where an estate may be unable to pay the tax 
because its assets consist substantially of an interest in an unliquid 
business. (Presents possible definitions to qualify.) 

Suggests that objective standards be set for determining reasonable 
ea use for deferring payment of tax~ with an extension of the time from 
one year to five years. Proposes that the maximum time for install
ment payments be extended from 10 years to 20 years. 
Interreligious Task Force on U.S. Food Policy, George A. Ohauncey, 

Ohairman 
Recommends that the executor of a farm estate be given the option 

of valuing farm land at its value for agricultural purposes rather 
than at its "fair market value." Contellds that the present valuation 
system encourages families to sen the land and leave farming. 
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Ad lioc Agl'icuZtu1'Ctl Tax Committee by Don Woodwa1Yl, President, 
National Association of Wheat Gr(1))ers 

Supports valua,tion of farmland on the basis of its value for farm
ing purposes rather than valuation on the basis of fair market value. 
Generally favors 5-year eldenal followed by extended payout of estate 
taxes but does not believe this provision standing ~tlone provides suffi
cient relief. 

Pottberg Ranches~ Al'FlC Pottberg~ President 
Urges the committee to support legislation allowing agricultural 

lund to be assessed at its value for agricultural use under the estate tax 
la,Y, rather than being assessed at its highest or best nse value. 
Mrs. Jacqncline J. Fw'ber, Wolcott,' N.Y. 

Asserts that farm land valuation for estate tax purposes should be 
based on the agricultural use value rather than the potential use value. 
National Limestone Institute, bw., Richard P. Reckter,Ohairman 

Endorses Administration's proposals fora five-year morl,ttorium on 
estate tax payments, with an additional twenty years for full payment. 
Opposes, howe\"er, the Administration's ceiling of $300,000. 
Jl1rs. 111 arcell:us TT ebel, 111 anitMooc County, Wisconsin , 

Supports proposal in H.R. 1793, which would permit elective ap
praisal of farm property according to its agricultural use, provided 
such usc is continued for five years after the appraisaL 
jJ1rs. Jerome Sickinger, Cato, 'Wisconsin 
, Recommends valuing property according to the rules proposed.in 

R.R. 1793. Also, suggests an 1S-month period for filing an estate tax 
return. ' 

National11fiZk Producers [federation, Patric11J B. liealy, Secretary 
Urges valuation of famIly plans, for estate tax valuation purposes, 

.at their current agricultural use rather than some other potential 
nse. 

Believes the President's proposal to extend the time of payment of 
'estate tax to 25 years with liberal interest terms could be beneficial. 
Notes, however, that if current restrictions on 10-year payment stretch
outs are carried over to the President's 25-year proposal, it would be 
likely to find only limited use. 

",tional Cotton Cmtncil of America, W. D. Lawson III, President 
Supports the concept that farm property in an estate should be 

,alued according to its ,use as agriculture rather than its speculative 
value to a real estate developer or some other nonfarm investor. Indi
cates that, to prevent abuses, the valuation should depend on the prop
'erty's use in the hands of the decedent's heirs. 

4. Charitable Bequest Deduction 

United States Catholic Conference, Eugene Krasicky, General Counsel 
Objects to any limitation on deductibility of bequests to public 

charities, including the imposition of any capital gains tax on unreal
ized appreciation at death which does not exempt contributions to 
public charities. 
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Express opposition to any limitation on estate tax deduction for 
charitable bequests to be used outside the United States or its posses
sions because such a restriction would impair missionary activity. 
James H. Zumberge, President, Southern lJfethodMt Vniversity 

Opposes any tax on the appreciation element of gifts of appreciated 
property given to charitable organizations at death. 
Ohild cD Family Services of Oonnecticut, Inc., Roger Sulli~'an, 

Director of Development and Public Affair8 
Objects to any proposal to impose a 50-percent ceiling on the estate 

tax charitable contribution deduction. 
American Hospital Association 

Urges rejection of any limitation on the estate tax charitable con
tJ'ibution deduction. 
Hillcrest Medical Oenter, William H. Bell, Ohairrnan, Board of 

Ti"tistee8 
Opposes any ceiling on the estate tax charitable contribution 

deduction. . 
Oouncil of Jeivis7i Federations and Welfare Funds 

Objects to any ceiling on the deductibility of charitable bequests. 

5. Capital Gains at Death (or Carryover of Basis) 

OitiZe118 Oommittee on Tax Reform, Btephen J. Rapp, Ohairman 
Supports the repeal of the provision of the Code which allows a 

step-up in basis of capital assets at death. '. 
American' Hospital Association 

Opposes taxation of the appreciated value of property at the owner's 
death .. 

Ohicago Association of Oommerce and Industry 
Urges rejection of any proposals to tax at death the appreciated 

voalue of decedent's property or to apply a carryover basis for the prop
erty in the hands of the decedent's heirs. 
Public Oitizen's Tax Reform Research Group, William Pietz and 

Robert Brandon 
State that the policy of not taxing capital gains at death is the most 

glaring weakness in the present tax structure. 
Ad Hoc Agricultural Tax Oommittee by Don Woodward, President, 

National Association of Wheat Growers 
Opposes capital gains tax at death. 

Leonard Woodcock, President, VA W 
Proposes taxing capital gains at death, with an offset of such tax 

against the estate tax. 

6. Generation-skipping Trusts 

Leonard Woodcock, President, VA W 
Recommends removal of the allowance of generation-skipping trusts 

to avoid payment of estate tax. 
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Public Oitizen'8 Tax Reform Re8earch Group, William Pietz and 
Robert Brandon 

Believe that generation-skipping trusts should not escape tax. Sup
port the 1969 Treasury proposals (or any other method) that would 
tax these transfers. 

7. Other Items 

Public Oitizen'8 Taw Reform Research Group, William, Pietz and 
Robert Brandon 

Favor repealing the credit against Federal estate tax for death 
taxes paid to the states. 

Laura Lane, Philadelphia, Pennsylvania 
Recommends a modification of existing estate tax provisions which 

preclude the assignment of any value to the services of a farm wife in 
computing her contribution to the farm operation if no value is as
signed to such services under applicable state law. 
American Oollege of Probate, Oounsel, Oommittee on Estate and Gift 

Taw Reform 
Asks that the interest charge on deferred estate tax payments be 

set at two-thirds of the rate charged on tax deficiencies. Also, urges 
that effective dates for· 'any estate tax changes be prospective only, 
along with a reasonable period (5 years) for 'amending wills and 
trusts. 
Interreligiou8 Task Force on U.S. Food Polioy, George A. Ohaunoey, 

Ohavl'man 
Proposes that the interest rate on deferred estate tax payments 

be reduced to 4 percent. 

B. Gift Tax 
1. Exemption level 

National A8800iated BusVnessmen, I nc., Homer E. M ar8h, Pre8ident 
Recommends that the lifetime exemption be increased from its pres

ent $30,000 level to $105,000. 
Interreligious Task Foroe on U.S. Food Polioy, George A. Ohauncey, 

Ohairman 
Favors ,an increase in the lifetime exemption level to reflect inflation. 

2. Gift Tax Rates 

Ohild & Fam~7y Servioes of Oonneoticut, Ino., Roger Sullivan, Direo
tor of Development and Public Affairs 

Opposes a unified transfer tax in place of the present estate and gift 
taxes. 

Publio Oitizen's Taw Reform Re8earch Group, William Pietz and 
ROibert Brandon 

Believe that the gift and estate taxes should be integrated and the 
same rate of tax should apply to both. State that if there is any in
crease in the estate tax exemption, it should be offset by 'repeal of the 
lifetime gift tax exemption. 



PART V-PAYROLL TAXES 

A. Social Security 'I'axes 

Honorable Stanley N. Lundine, Jlember of Congre8s, New YOdi' 
Recommends that the payroll tax be revised to apply only to earn

ings above a fixed minimum per capita. 
Citizens Commi,ttee on Tax Reform, Stephen J. Rapp. Chairman 

Favors a $900 personal exemption from the social seeuritypayroll 
tax. 

B. Employment Taxes 

lliational Association of Independent hl81lrers, Charles lV. Da'cis, 
Coun8el 

Requests that the Congress resolve a definitional problem with re
spect to the administroation of the employment tax provisions to in
surance companies. Considers unfair the Service's retroactive deter
~nination that commission insurance agents to be employees instead of 
mdependent contractors. Also, asks consideration of the problem of 
multiple exadion of FICA and FUTA taxes in certain circumstances 
from related employers of the same employee. 

(50) 



PART VI-TAX TREATMENT OF STATE-weAL BONDS 

A. Taxable Bond Option 

Oitizens Oommittee on Taw Reform, Stephen J. Rapp, Ohairman 
Recommends allowing State and local governments the option of 

issuing taxable securities with a federal interest subsidy. 
Kidder, Peabody & 00., Incorpomted, John H. Noonan, Yicc

Pl'esident 
Endorses H.R. 12774, which prm'ides that states may elect to issue 

a taxable bond and qualify for a 35 percent Federal subsidy of the 
interest yield. 
Leonard 1fT oodcock, President U A lV 

Recommends elimination of the tax exemption for State-local bond 
interest. Prefers the taxable bond approach such as that reported by 
the House Ways and Means Committee as a more efficient way of 
assisting State-local governments. Suggests that the interest subsidy 
should be high enough to encourage the use of the taxable bond option. 
Greater Philadelphia Chamber of Commerce, John B. Huffaker, 

Ohairman, Federal Ta.'iJ Oommittee 
Supports continued tax exemption for municipal bonds. Questions 

whether eliminating or reducing the current exemption for municipal 
bonds in return for a subsidy would provide a broader market for 
such bonds. 

B. Industrial Development Bonds 

Federation of American Hospitals, Michael D. Bromberg, Esq.~ 
Director 

Supports S. 3241, a bill designed to add investor-owned hospitals to 
the list in Code sec. 103 (c) (4) of categories exempt from the $5 mil
lion limitation on qualified, tax-exempt industrial development bonds. 
Humana, bU] . 

. Recommends that section 103 ( c) (4) of the code be changed to per
mIt the funding of all hospital facilities, not just nonprofit, by tax
exempt bonds regardless of the size of the project (replace the present 
$5 million limit) . 
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PART VII-FOUNDATIONS, CHARITIES, AND OTHER 
TAX-EXEMPT ORGANIZATIONS 

A. Tax Treatment of Foundations 

American Hospital Associati01~ 
Supports S. 2348, which would amend section 4940 of the Code to 

reduce the excise tax on investment income of private foundations 
from 4 percent to 2 percent. Supports S. 2475, which would amend the 
minimum investment return provisions of Code section 4942 ( e ) . 
Sand S pings Home, 0 harles E. Ohamberlain and William J. Lehrfeld, 

Oounsels 
Endorse H.R. 5815, which would exclude from private foundation 

status a charitable organization operated, supervised or controlled by 
or in connection with a fraternal benefit association, including the 
Masons and Shriners. 
Havens Relief Fund Society, John S. Nolan 

Recommends that Code section 6056 ( d) (3) be amended so that a 
private foundation not be required in its annual report filed with the 
Internal Revenue Service to identify by name and address each re
cipient of a grant, as well as the amount of the grant, if its amount is 
not more than $1,000 and the recipient is an indigent and needy person. 
Los Angeles Inter-Foundation Oenter, Joseph G. Dempsey, Executive 

Dirrector 
Urges complete repeal of the excise tax imposed by section 4940 

on private foundations' investment income; However, if the tax is 
retained, supports reduction of the rate to an amount closer to the 
actual costs of administering the audits of private foundations. 

Supports S. 2475 which would set the annual payout requirement 
(minimum investment return) for private foundations at a flat 5 per
cent instead of the current variable 6 percent rate. 
The lI/ay Department Stores Oompany, Newman T. Halvorson, Jr., 

Ooun8el 
Proposes amendments to the transitional rules in the Tax Reform 

Act of 1969 to permit a private foundation to sell to a disqualified 
person, for not less than fair market value, any property being leased 
by that person under a lease entered into prior to the enactment of the 
1969 legislation and which, under the Act's transitional rules, may 
be continued between a foundation and a disqualified person until 
December 31,1979. [A similar amendment was unanimously approved 
by the House Ways and Means Committee in 1972 (H.R. 9520).] 
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B. Charities and Other Tax-Exempt Organizations 

1. Charitable Contributions 

Nebra8ka We8leyan Univer8ity, Oharle8 E. Sconyer8, Vice-Pre8ident 
for Development 

Opposes any proposal to reduce the deduction for charitable contri
butions of appreciated property in the form of real estate or securities. 
Believes such changes would reduce gifts to the university very 
substantially. 
Lutheran Oouncil, on behalf of tlw American Lutheran Ohurch, Min

neapoli8, Minne80ta, and the Lutheran Ohurch of America, New 
J70rk . 

Urges generally that the tax law continue incentives to charitable 
giving in order to maintain the financial stability and program effec
tiveness . of voluntary institutions, including churches and related 
organizations. 

United Stute8 Oatholic Oonference, Eugene Krasicky, GeneralOounsel 
Opposes any further limitation on deductibility of contributions of 

appreciated property to public charities. . 
Soutlwrn Methodist Univer8ity, Dallas, Texas, James-H.Zumberge, 

President 
~ecommendsallowing a charitable deduction for contribut~ons, 

of Inventory crops, works of art, and short-term property, provIded 
the gift qualifies under all provisions of the Internal "Revenue Code as 
~ire:tly: attributable (applicable) to:the exempt piJrp?Se of a qualified 
InstItutlOn, for the property's full fall' market value imnus one-haH the 
amount which would be taxed as ordinary income on a sale. 

Opposes proposals to limit the charitable deductionror contribu
tions of appreciated long-term tangible personal property to the 
property's cost basis, orto the property's fair market value minus one
half of the appreciation. 

Objects to proposals to tax the value of appreciation as if the donor 
had sold the property and contributed the proceeds. 

Opposes proposals to require a longer holding period (e.g., one year) 
for a donor to be allowed a charitable contribution deduction for the 
fair market value of appreciated long-term tangible property. 
Ohild & Family Services of Oonnecticut, Inc., Roger Sullivan, Direc

to?' of Development and Public Affairs 
Opposes any new restrictions on deductions :for charitable contribu

tions of appreciated property . 
.A Jnerican H 08pital A8sociation 

Recommends that the deduction allowed for property donated to 
public charities continue to be the fair market value of such property. 
Hillcrest Medical Oenter, William H. Bell, Ohairman of the Board of 

Trustees 
Opposes any proposal that would limit the deductibility of charitable 

contributions of long-term appreciated property or tax the appreci-
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ation, the enaGtment of a percent of adjustBd gross income floor on 
deductions for charitable contributions, and the enactment of an allo
cation of deductions rule or any other rule that would penalize donors 
who make substantial gifts. 
Stonehill Oollege, Rev. Ernest Bartell, President 

Urges the committee not to support any legislation that would lessen 
tax incentives for private philanthrophy. 
The Aoademy o/the New Ohuroh, Louis B. King, President 

Asks that the committee preserve current tax incentives for chari
table giving and to authorize a new type of deferred gift-the chari-
table remainder variable annuity trust. . 
Great.'!r Philadelphia Ohamber of Oommeroe, John B. Huffaker, 

o hairman, F edeml Tam Oommiittee 
Recommends implementation·of the report of the Commission on 

Private Philanthropy and Public Needs (Filer Commission). 

2. Lobbying 

National Audubon Society, Elvis J. Stahr, President and Oha:irman 
of the Ooalition of Ooncerned Oha1itws 

Bndorses S. 2832, which would allow public charitable organizations 
qu~li!i~d under section 501(c) (3) to participate in certain legislative 
.a.ctlvltIes. 
United States 0 atholio Oon/erence, Eugene K rqgioky, General Oounsel 

Will oppose proposed legislation (e.g., fLR. 8021 and S. 2832) al
lowing charities, other than churches, to elect specific expenditure tests 
instead of present substantiality test with regard to their legislat,ive 
activity, unless such legislation includes amendments (1) indicatmg 
that Congress is not ratifying the decision of the Court of Appeals 
for the Tenth Circuit in Ohristian Echoes National illinistry, Inc. v. 
U.S., 470 F. 2d 849, cert. den. 414 U.S. 864; (2) that the principles 
applicable to organizations electing under the legislation have no effect 
on churches and could have no affect in determining "substantiality" ; 
and (3) until the proposed Treasury regulation interpreting "inte
grated auxiliaries" of churches is narrowed so as not to exclude certain 
related activities of the church and thus to expose the charitable orga
nizations to the proposed lobbying legislation. 

3. Other Items 

A merioan Hospital Association 
Recommends the adoption of certain amendments to Code section 

501 (e) relating to cooperative hospital service organizations. 
Greater Philadelphia Ohamber 0/ Oommeroe, John B. Huffaker, 

o hairman, F edeml Tam 0 ommittee 
Believes that condominium management or homeowners associa

tions should qualify as exempt civic associations under section 501 
( c) (4) of the Code. 
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Order of Oistercians of the Strict ObSe1'1)anCe (The Tmppists) , 
Oharles M. Whelan, S.J., Oounsel, New York Oity 

Recommends modifying section 512 so that in the computation of 
the unrelated business income tax, tax-exempt organiza,ti'Ons may take 
a reasonable deduction for the value 'Of labor cQntributed by unpaid 
volunteers in the conduct 'Of the unrelated trade or business. Argues 
that this deduction for unpaid workers is necessary to create parity 
of deducti'Ons for m'Onastic organizations conducting businesses which 
compete with regular commercial businesses which deduct wages and 
salaries to all emplQyees. 
Southern Methodist University, Dallas, Texas, James H. Zumberge, 

President 
Requests repeal 'Of regulation treating outright charitable gift of 

mortgaged property as bargain sale. ' 
Urges repeal 'Of the self-dealing prohibition 'On the transfer 'Of an 

asset with a mQrtgage which was placed upon it within the past 10 
years, if the transfer is to a charita:ble trust, 'Or involves gifts of a 
pers'Onal residence or a farm with a retained life estate. Asks that 
transfers of mQrtgaged property no longer be treated as a: bargain sale 
generating capital gain fQr the donQr. . 

Recommends revising the Code SQ that taxahle unrelated business 
income is nQt incurred merely because a trust holds mortgaged prop-
erty or borrows to meet trust payment. . 

Als'O, proposes that the Code be revised SQ that,a, charitable gift an
llUity funded with mQrtgaged property does nQt give rise to taxable 
unrelated business income. 

o 






